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MyManagementLab’: Improves Student
Engagement Before, During, and After Class

o
o
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Prep and
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® Personal Inventory Assessments (PIA) — NEW! Online questionnaires designed to promote self-
reflection and engagement in students, because students learn better when they can connect what they
are learning to their personal experience. Student results include a written explanation along with a
graphic display that shows how their results compared to the class as a whole. Instructors will also have
access to this graphic representation of results to promote classroom discussion.

e NEW! VIDEO LIBRARY - Robust video library with over 100 new book-specific videos that include
easy-to-assign assessments, the ability for instructors to add YouTube or other sources, the ability for
students to upload video submissions, and the ability for polling and teamwork.

® Decision-making simulations - NEW and improved feedback for students. Place your students
in the role of a key decision-maker! Simulations branch based on the decisions students make, providing
a variation of scenario paths. Upon completion students receive a
grade, as well as a detailed report of the choices and
the associated consequences of those decisions.

® Video exercises —- UPDATED with new exercises. ’
Engaging videos that bring business concepts to life and
explore business topics related to the theory students n /
are learning in class. Quizzes then assess students’ ”
comprehension of the concepts covered in each video.

~

Decision Maklng

® Learning Catalytics — A “bring your own device”
student engagement, assessment, and classroom
intelligence system helps instructors analyze students’
critical-thinking skills during lecture.
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® Dynamic Study Modules (DSMs) — UPDATED with additional questions. Through adaptive
learning, students get personalized guidance where and when they need it most, creating greater
engagement, improving knowledge retention, and supporting subject-matter mastery. Also available

on mobile devices.
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Critical Thlnklng

® Writing Space — UPDATED with new commenting tabs, new prompts, and a new tool
for students called Pearson Writer. A single location to develop and assess concept mastery
and critical thinking, the Writing Space offers automatic graded, assisted graded, and create your own
writing assignments, allowing you to exchange personalized feedback with students quickly and easily.
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Writing Space can also check students’ work for improper citation or plagiarism by comparing it
against the world’s most accurate text comparison database available from Turnitin.

http://www.pearsonmylabandmastering.com
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Company’s

Strategic Goals

W

for Company to Achieve
These Strategic Goals

cakegic and Leg
x vironmeng v

Employee Competencies
and Behaviors

WHERE WE ARE NOW

The framework above introduces each
chapter and makes the following point:
That the firm’s HR policies and practices
should produce the employee skills and
behaviors the company needs to achieve
its strategic aims.
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PREFACE

Human Resource Management, 15th edition, provides students in human resource
management courses and practicing managers with a full and practical introduc-
tion to modern human resource management concepts and techniques in a highly
readable form. With employers increasingly shifting HR tasks to managers and
employees, I feel even more strongly than I did when I wrote the first edition
that all managers—not just HR managers—need a strong foundation in human
resource management concepts and techniques to do their jobs. You will there-
fore find an emphasis here on practical material you need to perform your day-
to-day management responsibilities, even if you never spend one day as a human
resource manager.

Things are changing fast in human resource management, and as this book
makes clear we are today on the cusp of what is really the New Human Resource
Management. For example, Accenture estimates that social media tools like
LinkedIn will soon produce up to 80% of new recruits.! Cloud computing and
intuitive user interfaces let managers monitor goal attainment and give real-time
performance feedback continuously and interactively, rather than once or twice
per year.” Mobile applications enable HR capabilities ranging from employee
location monitoring to checking digital identities at time clocks. Websites like
Knack and True Office help employers add gaming features to training, per-
formance appraisal, and recruiting. Data mining and talent analytics revolu-
tionized how employers such as Google and Xerox identify competencies and
recruit and select job candidates.’

As we’ll see with real examples throughout this book, tools like these are
doing more than changing how employers recruit, select, appraise, train, and
pay employees—they’re also changing who “does” HR. In the New Human
Resource Management, digital devices and social media are shifting more HR
tasks from central human resource departments to employees and line manag-
ers: For instance, easily finding and vetting capable candidates through social
media already let many line managers bypass HR to find their own recruits.*
Changes like these give the line managers more human resource management
responsibilities. And they mean that many human resource managers can
refocus their efforts from day-to-day activities like interviewing candidates zo
broader, strategic efforts, such as formulating plans for boosting employee
performance and engagement.

CHANGES AND NEW FEATURES

You’ll therefore find six important changes for this edition:
* New Trends Shaping HR Features

Many employers are living the future of HR management today. To bring
this New Human Resource Management to life, just about every chapter has
one or more Trends Shaping HR features, each focusing on Digital and Social

! Accenture, “Top Trends That Will Reshape the Future of HR: The Future of HR,” www.
accenture.com/us-en/insight-future-of-hr.aspx, accessed March 6, 2015.

Zhttps://go.oracle.com/LP=3174%lqCampaignld=6310&srcl=ad:pas:go:dg:tal&src2=wwmk 1405
4343mpp012&SC=sckw=WWMK 14054343MPPO012, accessed April 4, 2015.

3Josh Bersin, “Big Data in Human Resources: Talent Analytics (People Analytics) Comes of
Age,” www.forbes.com/sites/joshbersin/2013/02/17/bigdata-in-human-resources-talent-analytics-
comes-of-age/, accessed March 29, 2015.

4Accenture, “Top Trends That Will Reshape the Future of HR.” Xxix
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Media, Customized Talent Management, Science in Talent Management, or The

Extended Workforce. Here are some examples from the book:

TRENDS SHAPING HR: Digital and Social Media

Digital and social media tools and the new human resource management.

Digital and social media tools are changing how people look for jobs, and how com-
panies recruit, retain, pay, and train employees. In doing so, they’ve transformed
the practice of human resource management, and created, in a sense, a new human
resource management. Here are some examples.

TRENDS SHAPING HR: Science in Talent

Most employers use tools like job boards to produce large numbers of recruits, and
then use ATS and screening systems to cut those numbers down. Google’s “People
Operations” (HR) group is more scientific. When their research showed that tools like
job boards weren't cost-effective for them, they created their own in-house recruiting
firm. This in-house team uses a proprietary candidate database called gHire. Google’s
recruiters continually expand and winnow this candidate list, by searching social net-
working and other sites, by searching who’s working where, and by reaching out to
prospective hires and maintaining dialogues with them, sometimes for years. These
in-house recruiters produce hand-picked candidates and account for about half of

Google’s yearly hires.”

TRENDS SHAPING HR: Ci ized Talent

There has always been some customizing of appraisals. For example, rating a sales-
person based on whether she attained her sales goals assumes she had her own cus-
tomized goals to meet.

Today, some employers are customizing their appraisal in other ways. For ex-
ample, it is increasingly common for companies to adapt their appraisals to how
critical the employees are to the company’s strategic success—their “mission-critical”
employees For example, GE prioritizes jobs and focuses on what it calls its employee

“game changers.”>> Unilever includes 15% of employees per management level in
its high-] polenua.l list each year.** Shell China appoints “career stewards” to meet
regularly with “emerging leaders.”>® McKinsey & Co. recommends limiting the “high

TRENDS SHAPING HR: The New Extended Workforce

Many employers today build their staff wholly or in part around an extended work-
force consisting, for instance, of freelance programmers, designers, or marketers.
Freelancer community websites enable such employers to recruit the right freelance
team based on the freelancer’s reputation and work product. For example, Elance.
com (see www.elance.com/) reports its members’ skills assessments, and lists detailed
project work experience, making it easier for prospective employers to decide who to
hire. Similarly, the TopCoder.com (see www.topcoder.com/how-it-works/) program-
ming community site enables employers to identify top programmers based on the
reputations they earned within the community. New hiring sites like these may have a
big impact on HR. Some employers may well use them to democratize HR, by letting
their line managers recruit and hire new employees directly. =

* New The Strategic Context Features

As employers devolve more HR tasks to supervisors and employees and use per-
formance management systems to link employees’ actions to the company’s goals,
supervisors and employees need a “line of sight” that shows them how their HR
actions impact the company’s goals. I’ve therefore added to this edition The Strategic
Context features. Integrated with chapter-opening scenarios, these features show
how actual managers adjusted their HR actions to produce the employee competen-
cies and skills that were needed to achieve the company’s strategic aims.

In addition, a Fully Integrated Strategy Case and Strategy Maps again provide
the most comprehensive treatment of strategic human resource management in
any HR survey text:

v Chapter 1 introduces and Chapter 3 presents the concepts and techniques
of human resource strategy.

v/ Each chapter starting with Chapter 3 contains a continuing “Hotel Paris”
case, written to help make strategic human resource management come
alive for readers. The continuing case shows how this hotel company’s
HR director uses that chapter’s human resource management concepts
and techniques to create HR policies and practices that produce the
employee skills and behaviors the Hotel Paris needs to improve its service
and thereby achieve its strategic goals.

v/ An overall strategy map for the Hotel Paris on the book’s inside back
cover, and chapter- spec1ﬁc Hotel Paris strategy maps in the accompany-
ing MyManagementLab help readers understand and follow the strate-
gic implications of the hotel’s HR decisions.

v “Eiffel Tower” callouts in each chapter draw students’ attention to the
Hotel Paris case.

e New Employee Engagement Guide for Managers Features

Employee engagement refers to being psychologically involved in, connected to,
and committed to getting one’s jobs done. Trends including intensifying global
competition and more millennials in the workforce make employee engagement
crucial today (a fact recognized by the new Employece Engagement section in
the Society for Human Resource Management’s certification exams). Recent
surveys show that about 70% of employees are disengaged at work. I use new
Employee Engagement Guide for Managers sections in Chapters 3-17 to show


http://www.elance.com/
http://www.topcoder.com/how-it-works/

how managers use human resource activities to improve employee engage-
ment. 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 14’s guide shows how “Great
Companies to Work For” like Google and SAS develop the positive employee
relations that help foster employee engagement.

* New SHRM Coverage

Starting in 2015,the Society for Human Resource Management (SHRM) began
offering its own competency and knowledge-based testing and certifications for
SHRM Certified Professionals and SHRM Senior Certified Professionals, based
on its own certification exams.” The new SHRM exams put new emphases on
Employee Engagement and on Employee Relations, two topics that this new
15th edition covers more comprehensively than does any other survey book with
which I'm familiar (with the exception of my Fundamentals of Human Resource
Management, 4th edition, Pearson 2015).

I’ve also summarized separately the SHRM and the HR Certification
Institute’s (HRCI’s) knowledge bases in Appendices A and B of this book,
(pages 612-629). One covers SHRM’s functional knowledge areas (such as em-
ployee relations). The other covers HRCI’s seven main knowledge areas (such
as Strategic Business Management and Workforce Planning and Employment).
The latter also lists about 91 specific HRCI “Knowledge of” subject areas within
these seven main topic areas with which those taking the test should be familiar.
You’ll also find throughout this book special Knowledge Base icons starting in
Chapter 2 to denote coverage of SHRM and/or HRCI knowledge topics.

* Revised Chapter 10 (Managing Careers) and Chapter 14 (Building Positive
Employee Relations)

With the new Employee Engagement Guide for Managers features in most
chapters, I revised Chapter 10 (Managing Careers and Retention, formerly
Managing Employee Retention, Engagement, and Careers) to focus more on
career management practices and employee retention techniques. With SHRM’s
new emphasis on employee relations, I also revised Chapter 14 (formerly Ethics,
Employee Relations, and Fair Treatment at Work) to more comprehensively
address (unique to this book) how real companies build employee relations.

¢ 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 businesses can’t just measure “performance” in terms of maximizing
profits. This 15th edition contains all-new material on sustainability and on the
roles of HR management in implementing companies’ sustainability efforts.

MYMANAGEMENTLAB SUGGESTED ACTIVITIES

For the 15th edition, I am excited that Pearson’s MyManagementLab has been
integrated fully into the text. The new features are outlined below. Making these
assessment activities available online for students to complete before coming to
class should give you, the professor, more discussion time during class to review
areas that students may be having difficulty with.

Learn It

Students can be assigned the Chapter Warm-Up before coming to class. Assigning
these questions ahead of time will hopefully help ensure that students come to class
prepared.

Swww.shrm.org/certification/pages/default.aspx#sthash.JRZQeAWR .dpuf, accessed September 8, 2015.
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Watch It

Recommends a video clip that can be assigned to students for outside classroom
viewing or for in-classroom use. The video I chose for each chapter corresponds
to the chapter material and is accompanied by multiple-choice questions that
reinforce students’ comprehension of the chapter content.

Try It

Recommends a mini-simulation that can be assigned to students as an outside
classroom activity or that can be done in the classroom. As students watch the
simulation, they will be asked to make choices based on the simulation scenario.
At the end of the simulation, students receive immediate feedback based on their
answers. These simulations reinforce the chapter’s concepts, as well as students’
comprehension of those concepts.

Talk About It

These are discussion-type questions that can be assigned as an activity within the
classroom.

Assisted-Graded Writing Questions

These are short essay questions that the students can complete as an assignment
and submit to you, the professor, for grading.

FEATURES CONTINUED FROM 14TH EDITION

Given the very positive response to the 14th edition and to the continuing
challenges that world economies still face, I continued the 14th edition’s emphasis
on improving performance, productivity, and profitability in this 15th edition, and
kept several features:

Improving Performance: features again demonstrate real-world human
resource management tools and practices that managers actually use to
improve performance. The discussion questions within each of the three
boxed Improving Performance features are also in the accompanying
MyManagementLab®. These features include:

» IMPROVING PERFORMANCE: HR as a Profit Center Improving Performance: HR as a Profit Center: contains
Turnover and Performance actual examples of how human resource manage-
What is the link between turnover and organizational performance? Perhaps surprisingly, the issue ment practlces add Value by reduclng Costs or boostlng

isn’t clear (although it would seem obvious that firing an incompetent employee would be a posi-

tive).33 The problem is that what might be a positive in individual cases becomes a negative when the revenues.

employer repeatedly loses employees. One study concludes that all turnover, voluntary or involuntary,

W

Improving Performance: HR Tools for Line Managers and
Small Businesses: explains that many line managers and entre-
preneurs are “on their own” when it comes to human resource
management, and describes work sampling tests and other
straightforward HR tools that line managers and entrepre-
neurs can create and safely use to improve performance.

) IMPROVING PERFORMANCE: HR Tools for Line Managers and Small Businesses

How to Conduct an Effective Interview

You may not have the time or inclination to create a structured situational interview. However, there is still
much you can do to make your interviews systematic and productive.

Step 1: First, know the job. Do not start the interview unless you understand the job’s duties and
what human skills you're looking for. Study the job description
Step 2: structure the interview. Any structuring is better than none. If pressed for time, you can
still do several things to ask more consistent and job-relevant questions, without develop-
ing a full-blown structured interview.”” For example:”®
* Base questions on actual job duties. This will minimize irrelevant questions.
* Use job knowledge, situational, or behavioral questions. Questions that simply ask for
opinions and attitudes, goals and aspirations, and self-descriptions and self-evaluations
allow candidates to present themselves in an overly favorable manner or avoid revealing

W



Improving Performance: HR Practices Around the Globe:
shows how actual companies around the globe use HR
practices to improve their teams’ and companies’ perfor-
mance, while illustrating the challenges managers face in
managing internationally.
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) IMPROVING PERFORMANCE: HR Practices around the Globe

Career Development at Medtronic®®

Medtronic is a global medical technology company with more than 85,000 employees around the world
The company offers a wide range of career planning and development support tools aimed at helping
employees understand their occupational strengths and weaknesses and reach their potential. These
tools include customized development plans, self-assessment and feedback tools, mentoring programs,

W

Improving Performance Through HRIS: are embedded features that demonstrate
how managers use human resource technology to improve performance.

And as in the 14th edition:

Know Your Employment Law sections within each chapter discuss 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 8),
and safety (Chapter 16).

Diversity Counts features provide practical insights for managing a diverse
workforce, for instance, regarding gender bias in selection decisions, bias in per-
formance appraisal, and “hidden” gender bias in some bonus plans (Chapter 12).

Treatment of Global HR and Small Business HR

Management

While this 15th edition again has two chapters devoted to Global HR and to Small
Business HR, you will also find in this new 15th edition Managing HR Around
the Globe boxed features throughout the book, and, similarly, HR Tools for Line
Managers and Small Businesses boxed features throughout the book.

INSTRUCTOR RESOURCES

At the Instructor Resource Center (www.pearsonhighered.com/irc), instructors
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
support 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

+ Additional videos illustrating the most important subject topics are
available in MyManagementLab under the Instructor Resources:
Business Today.


http://www.pearsonhighered.com/irc
http://247.pearsoned.com
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PART ONE Introduction

Introduction to Human
Resource Management




LEARNING OBJECTIVES

- -I Explain what human resource management is Company’s
- and how it relates to the management process. Strateglc Goals

= 2 Briefly discuss and illustrate each of the im-
- portant trends influencing human resource
management.

. . L ” . Employee Competencies
- 3 Briefly describe “distributed HR” and other im- am'; Bihaviors';equire d

portant aspects of human management today. for Company to Achieve

These Strategic Goals
- 4 List at least four important human resource

manager competencies.

- 5 Outline the plan of this book.

ategic and Leg,
o gavironmen; -

For many people today Elance (www.elance.com) R R T

symbolizes much of what’s new in human resource Required to Produce
- . Employee Competencies
management. Millions of freelancers from graphic de- and Behaviors

signers to translators, accountants, and lawyers reg-
ister on the site. Employers then use Elance to find,
screen, hire, and pay the talent they need, in more
than 180 countries.
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LEARNING OBJECTIVE 1-1

Explain what human resource
management is and how it
relates to the management
process.

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 manag-
ing 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.
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What is Human Resource Management?

To understand what human resource management is, it’s useful to start with what
managers do. Elance is an organization. An organization consists of people (in
this case, people like Elance’s own in-house sales managers and Web designers) 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:
planning, organizing, staffing, leading, and controlling. In total, these functions
represent the management process. Some of the specific activities involved in each
function include:

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

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

e Staffing. Determining what type of people should be hired; recruiting prospec-
tive employees; selecting employees; setting performance standards; compen-
sating employees; evaluating performance; counseling employees; training and
developing employees

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

o Controlling. Setting standards such as sales quotas, quality standards, or produc-
tion levels; checking to see how actual performance compares with these stan-
dards; taking corrective action as needed

In this book, we will focus on one of these functions—the staffing, personnel man-
agement, or human resource management function. Human resource management
(HRM) is the process of acquiring, training, appraising, and compensating employ-
ees, 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 every manager needs 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.

Selecting job candidates.

Orienting and training new employees.

Managing wages and salaries (compensating employees).

Providing incentives and benefits.

Appraising performance.

Communicating (interviewing, counseling, disciplining).

Training employees, and developing managers.

Building employee relations and engagement.

And what a manager should know about:

e Equal opportunity and affirmative action.
e Employee health and safety.
e Handling grievances and labor relations.

Why Is Human Resource Management Important to All Managers?

The concepts and techniques in this book are important to all managers for several
reasons.
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AVOID PERSONNEL MISTAKES First, having a command of this knowledge will help
you avoid 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.

IMPROVING PROFITS AND PERFORMANCE More important, it can help ensure that you
get results—through people® Remember that you could do everything else right
as a manager—Ilay brilliant plans, draw clear organization charts, set up modern
assembly lines, and use sophisticated accounting controls—but still fail, for instance,
by hiring the wrong people or by not motivating subordinates. On the other hand,
many managers—{rom 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 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 short-
age 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.’

Because of global competition, technological advances, and economic turmoil,
that statement has never been truer than it is today. Human resource manage-
ment methods like those in this book can help any line manager/supervisor (or HR
manager) boost his or her team’s and company’s levels of engagement, profits and
performance. Here are two examples we’ll meet in this book:

At one Ball Corp. packaging plant, managers trained supervisors to set and
communicate daily performance goals. Management tracked daily goal attain-
ment with team scorecards. Employees received special training to improve
their skills. Within 12 months production was up 84 million cans, customer
complaints dropped by 50%, and the plant’s return on investment rose by
$3,090,000.

A call center averaged 18.6 vacancies per year (about a 60% turnover rate).
The researchers estimated the cost of a call-center operator leaving at
about $21,500. They estimated total annual cost of agent turnover for the
call center at $400,853. Cutting that rate in half would save this firm about
$200,000 per year.

YOU MAY SPEND SOME TIME AS AN HR MANAGER 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



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

line authority

Traditionally gives managers the
right to issue orders to other
managers or employees.

staff authority
Gives a manager the right to advise
other managers or employees

line manager

A manager who is authorized to
direct the work of subordinates and
is responsible for accomplishing the
organization’s tasks.

staff manager
A manager who assists and advises
line managers.
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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 companys strategic needs (such as by tying executives’ incentives to corporate
goals).* Appointing non-HR people can also be good for the manager. For example,
one CEO served a three-year stint as chief human resource officer on the way to
becoming CEO. He said the experience he got was invaluable in learning how to
develop leaders and in understanding the human side of transformmg a company.’

However most top human resource executives do have prior human resource
experience. 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) designation, and 13% were certified Professional in Human
Resources (PHR). The Society for Human Resource Management (SHRM) ofters a
brochure describing alternative career paths within human resource management.®
Find it at www.shrm.org.

HR FOR SMALL BUSINESSES And here is one other 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 work for small firms. Small businesses as a group also
account for most of the 600,000 or so new businesses created every year. 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.” Small
firms generally don’t have the critical mass required for a full-time human resource
manager (let alone an HR department).® The owner and his or her other managers
(and perhaps assistant) handle tasks such as signing employees on. Gaining a
command of the techniques in this book should help you to manage a small firm’s
human resources more effectively. We’ll address human resource management for
small businesses in later chapters.

Line and Staff Aspects of Human Resource Management

All managers have always been, in a sense, human resource managers, because they
all get involved in recruiting, interviewing, selecting, and training their employees.
Yet most firms also have a human resource department with its own top manager.
How do the duties of this human resource manager and department relate to the
human resource duties of sales and production and other managers? Answering this
requires a short definition of line versus staff authority. Authority is the right to
make decisions, to direct the work of others, and to give orders. Managers usually
distinguish between line authority and staff authority.

In organizations, line authority traditionally gives managers the right to issue
orders to other managers or employees. Line authority therefore creates a superior
(order giver)-subordinate (order receiver) relationship. When the vice president of
sales tells her sales director to “get the sales presentation ready by Tuesday,” she is
exercising her line authority. Staff authority gives a manager the right to advise
other managers or employees. It creates an advisory relationship. When the human
resource manager suggests that the plant manager use a particular selection test, he
or she is exercising staff authority.

On the organization chart, managers with line authority are line managers.
Those with staff (advisory) authority are staff managers. In popular usage, people
tend to associate line managers with managing departments (like sales or production)
that are crucial for the company’s survival. Staff managers generally run departments
that are advisory or supportive, like purchasing and human resource management.
Human resource managers are usually staff managers. They assist and advise line
managers in areas like recruiting, hiring, and compensation.

Line Managers’ Human Resource Management Responsibilities

However, line managers do have many human resource duties. This is because
the direct handling of people has always been part of every line manager’s duties,
from president down to first-line supervisors. One major company outlines its


http://www.shrm.org

6

PART 1 e INTRODUCTION

Pinellas%
(ounty

line supervisors’ responsibilities for effective human resource management under
these 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

And we’ll see in this chapter that, if anything, digital tools like LinkedIn hiring and
cloud computing are actually expanding many line managers’ HR responsibilities.

The Human Resource Department

In small organizations, line managers may carry out all these personnel duties unas-
sisted. But as the organization grows, line managers usually need the assistance, spe-
cialized knowledge, and advice of a separate human resource staff. In larger firms,
the human resource department provides such specialized assistance. Figure 1-1
shows human resource management jobs in one organization. Typical positions
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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.
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LEARNING OBJECTIVE 1-2

Briefly discuss and illustrate
each of the important trends
influencing human resource
management.
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include compensation and benefits manager, employment and recruiting supervisor,
training specialist, and employee relations executive. Examples of job duties include:

e Recruiters: Maintain contacts within the community and perhaps travel exten-
sively to search for qualified job applicants.

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

e Job analysts: Collect and examine detailed information about job duties to pre-
pare job descriptions.

o Compensation managers: Develop compensation plans and handle the em-
ployee benefits program.

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

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

NEW APPROACHES TO ORGANIZING HR However, what HR departments do and how
they do it are changing. Because of this, many employers are taking a new look at how
they organize their human resource functions.” For example, one survey found that
44% of the large firms surveyed planned to change how they organize and deliver
HR services.'® Most plan to use technology to institute more “shared services”
(or “transactional”) arrangements.!! These establish centralized HR units whose
employees are shared by all the companies’ departments to assist the departments’
line managers in human resource matters. These shared services HR teams generally
offer their services through intranets or centralized call centers; they aim to provide
managers and employees with specialized support in day-to-day HR activities (such
as discipline problems). 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.

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 apprais-
als. However, trends are occurring in the environment of human resource manage-
ment that are changing how employers get their human resource management
tasks done. These trends include workforce trends, trends in how people work,
technological trends, and globalization and economic trends.

Workforce Demographics and 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.!?> Table 1-1 offers a bird’s-eye
view. Between 1992 and 2022, the percent of the workforce that the U.S. Department
of Labor classifies as “white” will drop from 85% to 77.7%. At the same time, the per-
cent of the workforce that it classifies as “Asian” will rise from 4% to 6.2%, and those
of Hispanic origin will rise from 8.9% to 19.1%. The percentages of younger workers
will fall, while those over 55 years of age will leap from 11.8% of the workforce in
1992 to 25.6% in 2022.13 Many employers call “the aging workforce” a big problem.
The problem is that there aren’t enough younger workers to replace the projected
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Demographic Groups as a Percent of the Workforce, 1992-2022

Age, Race, and 1992 2002 2012 2022
Ethnicity
Age: 16-24 16.9% 15.4% 13.7% 11.3%
25-54 71.4 70.2 65.3 63.1
55+ 11.8 14.3 20.9 25.6
White 85.0 82.8 79.8 77.7
Black 11.1 11.4 11.9 12.4
Asian 4.0 4.6 5.3 6.2
Hispanic origin 8.9 12.4 15.7 19.1

Source: Based on U.S. Bureau of Labor Statistics Economic News Release December 19, 2013. www.bls
.gov/news.release/ecopro.t01.htm, accessed May 12, 2015.

number of baby boom-era older workers (born roughly 1946-1964) retiring.'* Many
employers are bringing retirees back (or just trying to keep them from leaving).

With overall projected workforce shortfalls (not enough younger workers to
replace retirees), many employers are hiring foreign workers for U.S. jobs. The H-1B
visa program lets U.S. employers recruit skilled foreign 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, although such pro-
grams face opposition.

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 working in alternative arrangements (such as a mother—daughter team shar-
ing one clerical job). Others serve as “independent contractors” for specific projects.
Almost 10% of American workers—13 million people—fit this nontraditional
workforce category.

Some employers find millennials or “generation Y” employees (those born
roughly between 1982 and 2004) a challenge to deal with, and this isn’t just an
American phenomenon. For example, the New York Times recently reported that
because China’s one-child rule led many parents to pamper their children, China’s
senior army officers are having problems getting millennial-aged volunteers and con-
scripts to shape up.

On the other hand, millennials also bring a vast array of skills. They’ve grown up
with social media and are expert at collaborating online. And, having grown up with
Apple and Google, they’re comfortable with innovation.

Trends in How People Work

At the same time, work has shifted from manufacturing jobs to service jobs in North
America and Western Europe. Today over two-thirds of the U.S. workforce is employed
in producing and delivering services, not products. By 2020, service-providing indus-
tries 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.!”

ON-DEMAND WORKERS  Anyone who has registered on Uber already knows something
about on-demand workers.'® At last count, Uber was signing up almost 40,000 new
independent contractor drivers per month, a rate that was doubling every few months.

Today, in more and more companies like Uber, Elance, and Airbnb, employees
aren’t employees at all, but are freelancers and independent contractors who work
when they can on what they want to work on, when the company needs them.'® So,
for example, Airbnb can run in essence a vast lodging company with only a fraction
of the “regular” employees one like Hilton Worldwide would need (because the lodg-
ings are owned and managed by the homeowners themselves). Other sites tapping


http://www.bls.gov/news.release/ecopro.t01.htm
http://www.bls.gov/news.release/ecopro.t01.htm

CHAPTER 1  INTRODUCTION TO HUMAN RESOURCE MANAGEMENT 9

on-demand workers include Amazon’s Mechanical Turk, Elance-oDesk, TaskRabbit,
and Handybook (which lets users tap Handy’s thousands of freelance cleaners and
furniture assemblers when they need jobs done).”’ The head of Elance-oDesk, which
places millions of short-term professionals via its site, says those on its site are viewed
as “mobile, independent bundles of skills.”?!

The fact that employers increasingly rely on such Uber-like “extended work-
forces” has implications for HR. For example, companies that rely on freelancers, con-
sultants, and other such nontraditional employees will need to create personnel poli-
cies on matters like compensation for these “nonemployees,” and become more expert
as talent brokers in matching specific workers with specific tasks that need to be done.

On-demand models like Elance’s and Uber’s have detractors. Some people who
work for on-demand services say the sometimes menial jobs can make them feel some-
what disrespected. One critic says such work is unpredictable and insecure. An article
in the New York Times said this: “The larger worry about on-demand jobs is not about
benefits, but about a lack of agency—a future in which computers, rather than humans,
determine what you do, when and for how much.”?2 Some Uber drivers recently sued
to become regular (rather than freelance independent contractor) employees.

HUMAN CAPITAL  One big consequence of such demographic and workforce trends is
employers’ growing emphasis on their workers’ knowledge, education, training, skills,
and expertise—in other words on their “human capital.”

Service jobs like consultant and lawyer always emphasized education and knowl-
edge. And today’s proliferation of IT-related businesses like Google and Facebook of
course demands high levels of human capital. The big change is that even “traditional”
manufacturing jobs like assembler are increasingly high-tech. Similarly bank tellers,
retail clerks, bill collectors, mortgage processors, and package deliverers today need a
level of technological sophistication they wouldn’t have needed a few years ago. So in
our increasingly knowledge-based economy, “... the acquisition and development of
superior human capital appears essential to firms’ profitability and success.”*>

For managers, the challenge here is that they have to manage such workers dif-
ferently. For example, empowering workers to make more decisions presumes you’ve
selected, trained, and rewarded them to make more decisions themselves. Employers
therefore need new human resource management practices to select, train, and
engage these employees.* The accompanying HR as a Profit Center illustrates how
one employer took advantage of its human capital.

D IMPROVING PERFORMANCE: 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.>

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 repre-
sentatives’ 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.?® m

Based on “Human Resources Wharton,” www.knowledge.wharton.upe.edu; Anthea Zacharatos et al., “High-
Performance Work Systems and Occupational Safety,” Journal of Applied Psychology, 90, no. 1, 2005, pp. 77-93.
See also Jennifer Schramm, “Effective HR Practices Drive Profit,” HR Magazine, November 2012, p. 88.

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete this discussion.

¢y Talk About It 1: Discuss three more specific examples of what you believe this second bank’s
HR department could have done to improve the reps’ performance.
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Gross National
Product, 1940-2010

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

Globalization Trends

Globalization refers to companies extending their sales, ownership, and/or manu-
facturing to new markets abroad. Thus Toyota builds Camrys in Kentucky, while
Apple assembles iPhones in China. Free trade areas—agreements that reduce tariffs
and barriers among trading partners—further encourage international trade. The
North American Free Trade Agreement (NAFTA) and the European Union (EU)
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 $5.1 trillion recently.?” Evolving 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
fundamental 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
globalization 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.

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
employees 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.”® Managing the “people” aspects of globalization is a big task for any com-
pany that expands abroad—and for its HR managers.”

Economic Trends
Although globalization supported a growing global economy, the past 10 or so
years were difficult economically. As you can see in Figure 1-2, gross national prod-
uct (GNP)—a measure of the United States of America’s total output—boomed
between 2001 and 2007. During this period, home prices (see Figure 1-3) leaped as
much as 20% per year. Unemployment remained docile at about 4.7%.3° 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 pre-
vented commercial banks from expanding into new businesses such as investment
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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 pay-
ments (exports minus imports) went from a healthy positive $3.5 billion in 1960, to a
huge minus (imports exceeded exports) $497 billion deficit more recently.>! 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 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 5% in 2015, and economic activity was also picking up.

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 seeing the economy tank the way it did, many companies became hesitant to
spend a lot expanding factories and equipment. The financial meltdown and writ-
ing off excessive debt left banks reluctant to make new loans, so prospective small
business owners 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.>” The Federal Reserve Board, which sup-
ported economic expansion after the Great Recession, began reducing support in
2014 (because the economy was looking better, and because of the huge debts it had
run up supporting the recovery). At the same time, productivity increases are slow-
ing, which may further retard economic growth.’> And after what the world went
through in 2007-2009, it’s doubtful that the deregulation, leveraging, and globaliza-
tion that drove economic growth for the previous 50 years will continue unabated.

LABOR FORCE TRENDS 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 workers, they can’t expand). To be precise, the Bureau of Labor
Statistics projects the labor force to grow at 0.5% per year 2012 to 2022, compared
with an annual growth rate of 0.7% during the 2002-2012 decade.>* 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, 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%
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or higher that more or less prevailed from the mid-1990s through the mid-2000s.%>
One study of 35 large global companies’ senior human resource officers said “talent
management”—the acquisition, development and retention of talent to fill the
companies’ employment needs—ranked as their top concern.®

THE UNBALANCED LABOR FORCE There is other economic news. Although the
unemployment 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, 5%
masks the fact that the unemployment rate for, say, recent college graduates was
much higher, while that of software engineers was much lower.’” In fact, almost half
of employed U.S. college graduates are in jobs that generally require less than a four-
year college education.® 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 education employed nearly two-thirds of workers
a few years ago.>® And, “two-thirds of the 30 occupations with the largest projected
employment increases from 2012 to 2022 typically do not require postsecondary
education for entry.”*

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 candidates*'; 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
psychologically 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.

Technology Trends

However, it may be technology that most characterizes the trends shaping human
resource management today.*> For example, the consulting firm Accenture estimates that
social media connections via tools like LinkedIn will soon produce as many as 80%
of new recruits—often letting line managers bypass the human resource manage-
ment unit.*?

Five main types of digital technologies are driving this transfer of functional-
ity from HR professionals to automation. Employers increasingly use social media
tools such as Twitter, Facebook, and LinkedIn (rather than, say, as many employ-
ment agencies) to recruit new employees. Employers use new mobile applications, for
instance, to monitor employee location and to provide digital photos at the facility
clock-in location to identify workers. The feedback, fun, and objectives inherent in
gaming support many new training applications, and websites such as Knack, Gild,
and True Office enable employers to inject gaming features into training, perfor-
mance appraisal, and recruiting. Cloud computing and more intuitive user interfaces
enable employers to monitor and report on things like a team’s goal attainment
and to provide real-time evaluative feedback. Finally, data analytics basically means
using statistical techniques, algorithms, and problem-solving to identify relation-
ships among data for the purpose of solving particular problems (such as what are
the ideal candidate’s traits, or how can I tell in advance which of my best employees
is likely to quit?). When applied to human resource management, data analytics is
called talent analytics.

As one example, talent analytics is revolutionizing how employers look for job
candidates. For example, one employer reportedly operated for many years on the
assumption that what mattered was the school the candidate attended, the grades
they had, and their references. A retrospective talent analytics study showed that
these traits didn’t matter at all. What mattered were things like: their résumés were
grammatically correct, they didn’t quit school until obtaining some degree, they were
successful in prior jobs, and they were able to succeed with vague instructions.**
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Technological change is also affecting the nature of jobs.*> When someone thinks
of “tech jobs,” jobs at Apple and Google come to mind, but technology affects all
sorts of jobs. At Alcoa’s Davenport Works plant in lowa, a computer at each work
station helps each employee control his or her machines or communicate data. 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.*® As another example, about 17 million people now use information technol-
ogy to 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.*’

Today’s New Human Resource Management

A Brief History of Personnel/Human Resource Management

“Personnel management” is not new.*® Ancient armies and organized efforts always
required attracting, selecting, training, and motivating workers. But personnel tasks
like these were mostly just part of every manager’s job, something that lasted in most
countries until the late 1800s. At that time, labor problems began arising in many
of the post-industrial revolution’s new factories. Soon employers were setting up
“welfare offices” and “welfare secretaries” to manage activities like factory wash-
rooms, and “safety bureaus” to oversee plant safety. By 1900, employers set up the
first “hiring offices,” training programs, and factory schools. Personnel management
had begun.

In these early firms, personnel managers took over hiring and firing from super-
visors, ran the payroll departments, and administered benefits plans. As expertise in
testing emerged, personnel departments played a greater role in employee selection
and training.*® New union laws in the 1930s added “Helping the employer deal with
unions” to personnel’s tasks. New equal employment laws in the 1960s made employ-
ers more reliant on personnel management to avoid discrimination claims.”® By the
1970s globalization made gaining a competitive edge through engaged employees—
and therefore personnel management—increasingly important. Today economic and
demographic trends (recall the diminishing workforce participation rate and aging
population, for instance) make finding, hiring, and motivating employees more
challenging, while more high tech and service jobs means employers must excel at
managing employees’ knowledge, skills, and expertise (human capital) through aptly
renamed human resource management departments. Furthermore, as we’ve seen,
technological trends including mobile and social media are changing how employers
recruit, select, train, appraise, and motivate employees.5 "'In a sense, a new human
resource management is emerging. We’ll look at this next.

Distributed HR and the New Human Resource Management

Perhaps most importantly, more and more human resource management tasks are
now being redistributed from a central HR department fo the company’s employees
and line managers, thanks to digital technologies like mobile phones and social
media.> For example, employees at Washington-based LivingSocial use a digital tool
called Rypple to comment on each other’s work. LivingSocial then uses these com-
ments as an input to its formal employee appraisals. Similarly, hiring managers in
some companies bypass human resource management to find candidates directly via
LinkedIn. At Google, when someone applies for a job, his or her information goes
into a system that matches the recruit with current Google employees based on inter-
ests and experiences. In a process Google calls “crowdsourcing,” Google employees
then get a big say in who Google hires.

Some experts say that if current trends continue, many aspects of HR and talent
management will become “fully embedded in how work gets done throughout an
organization [distributed], thereby becoming an everyday part of doing business.”>?
So, somewhat ironically, we seem to be shifting in some respects back toward the
time before the first personnel departments when line managers did more of the
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Like many employers,
Hilton Worldwide is
“distributing HR”—placing
more HR activities in the
hands of employees.

personnel tasks. As an example, Hilton Worldwide is placing more HR activities in
the hands of employees, while redirecting the savings thus attained to building up the
more strategic aspects of what its human resource managers do.>* In the following
chapters, we’ll use Trends Shaping HR features like the accompanying one to present
more examples.

TRENDS SHAPING HR: DIGITAL AND SOCIAL MEDIA

Digital and social media tools and the new human resource management.

Digital and social media tools are changing how people look for jobs, and how com-
panies recruit, retain, pay, and train employees. In doing so, they’ve transformed
the practice of human resource management, and created, in a sense, a new human
resource management. Here are some examples.

Career sites now make the inner workings of employers more transparent than
they’ve ever been.> Sites such as Glassdoor, CareerBliss, CareerLeak, and JobBite
let their members share insights into hundreds of thousands of employers, includ-
ing specific company-by-company commentaries, salary reports, and CEO approval
ratings. According to one report, 48% of job seekers surveyed said they’ve used
Glassdoor during their job search, including checking before apply-
ing for employment at a company.’® Among other things, such trans-
parency prompted sensible human resource (and other) managers to
redouble their efforts to ensure that their internal processes (such as
promotion decisions, pay allocations, and performance appraisals)
are fair, and that their recruitment processes are civil—for instance,
by responding to rejected job candidates and providing them with
some closure.

Recruitment is one of the most familiar ways that digital and
social media revolutionized human resource management. For exam-
ple, as we’ll see in Chapter 5, managers use LinkedIn to find passive
employment candidates (those not actively looking for jobs), and to
check out active candidates. Another site, Gild, lets managers find
skilled software engineers by searching the Web for open source code,
and then evaluating the code’s programmers in part by scanning tech-
nology forums to assess the programmers’ reputations.

Talent analytics algorithms help managers improve employee
retention. They do this, for example by identifying the factors (such
as experience, career advancement, performance reviews, compensa-
tion, and even a surge in activity on social media sites) that flag high-
potential employees who are more likely to leave.

To improve training, talent analytics tools synthesize information
from learning management systems (such as training courses taken)
and customer management systems (such as each salesperson’s sales
performance) to identify which training courses have the biggest
impact, and why.

Rather than just matching mentors and protégés informally, new, eHarmony-
type tools let managers match them also based on personality.

And with about 70% of all openings now available online, new analytical tools
scrutinize online job ads and identify hiring trends by industry and occupation, and
real-time competitive pay and benefits information. m

A Quick Summary
We can summarize important trends to this point as follows:

e One big consequence of globalized competition, economic and demographic
trends, and the shift to high-tech and service jobs is the growing emphasis by
employers on getting the best from their “human capital,” in other words, from
their workers’ knowledge, education, training, skills, and expertise.
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Formulating and executing human
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produce the employee competencies
and behaviors the company needs to
achieve its strategic aims.
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e This requires, among other things, using human resource methods to improve
employee performance and engagement.

e Thanks to digital devices and social media, employers are shifting (distributing)
more HR tasks from central human resource departments to employees and line
managers.

e This gives many line managers more human resource management
responsibilities.

e And this means that many human resource managers can refocus their efforts
from day-to-day activities like interviewing candidates fo broader efforts, such
as formulating strategies for boosting employee performance and engagement.
Figure 1-4 illustrates this.

We'll look next at human resource management’s roles in strategy, performance, and
employee engagement next.

HR and Strategy

First, today’s human resource managers are focusing more on longer term, strategic
“big picture” issues. We’ll see in Chapter 3 (Strategy) that strategic human resource
management means formulating and executing human resource policies and prac-
tices that produce the employee competencies and behaviors the company needs
to achieve its strategic aims. We illustrate this throughout this book with Strategic
Context features such as the accompanying one.

IMPROVING PERFORMANCE: The Strategic Context
Building L.L.Bean

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 stra-
tegic aims.

L.L.Bean illustrates how companies do this. The heart of L.L.Bean’s strategy has always been offer-
ing great outdoor equipment with outstanding service and expert advice. As its company history said,
“L.L.Bean, Inc., quickly established itself as a trusted source for reliable outdoor equipment and expert
advice. The small company grew. Customers spread the word of L.L.Bean’s quality and service.”>’
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To provide such service, L.L.Bean needs special people as employees, ones whose love of the outdoors
helps them deal knowledgably and supportively with the company’s customers. To paraphrase its Website,
L.L.Bean is looking for a special type of employee, one (like its customers) who loves the outdoors, and the
company therefore treats its employees just as well as it famously treat its customers.>®

L.L.Bean’s HR policies and practices attract and develop just such employees. For one thing, the com-
pany knows just who to recruit for. It wants sociable, friendly, experienced, outdoors-oriented applicants
and employees.”® To attract and cultivate these sorts of employee competencies and behaviors, the com-
pany uses multiple interviews to screen out applicants who might not fit in. And L.L.Bean offers an out-
doors-oriented work environment and competitive pay and benefits. It was a Fortune “100 Best Companies
to Work For” employer in 2015.

To help encourage great employee service, L.L.Bean also provides a supportive environment. For ex-
ample, when its Web sales recently for the first time exceeded phone sales, L.L.Bean closed four local
call centers, but arranged for the 220 employees to work from their homes. And instead of sending jobs
abroad, the company keeps its jobs close to the town where Leon Leonwood Bean started his company
almost 100 years ago.?® L.L.Bean’s managers built the firm’s strategy and success around courteous, expert
service. They know that having the right employees is the key to its success, and that it takes the right blend
of human resource practices to attract and nurture such employees. |

Source: Based on “Our Story”, L.L.Bean, pp. 1-19, from www.llbean.com/customerService/aboutLLBean/images/
110408_About-LLB.pdf; www.llbean.com/; Michael Arndt, “L.L.Bean Follows Its Shoppers to the Web,” Busi-
ness Week, March 1, 2010. http://www.llbean.com/llb/shop/515428.

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

¢y Talk About It 2: What would you say are (1) L.L.Bean’s strategic aims, (2) its required employee
behaviors and skills to achieve these aims, and (3) HR policies and practices it needs to produce these
necessary employee behaviors and skills?

As in the Strategic Context feature, today’s employers want their HR managers to
put in place practices that will produce the employee behaviors that help the com-
pany achieve its strategic aims. We use a model opening each chapter 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 neces-
sary employee behaviors and skills.

HR and Performance

Employers also expect their human resource manager/“people experts” to spearhead
employee performance-improvement efforts. Here they can apply three levers. The
first is the HR department lever. The HR manager ensures that the human resource
management function is delivering services efficiently. For example, this might
include outsourcing certain activities such as benefits management, and using tech-
nology 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 pol-
icies and practices that produce the employee competencies and skills the company
needs to achieve its strategic goals. That’s what was done at L.L.Bean, for instance.

HR AND PERFORMANCE MEASUREMENT Improving performance requires measuring
what you are doing. For example, when IBM’s former chief HR officer 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.”®!

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%.%> We’ll address this in Chapter 3.


http://www.llbean.com/customerService/aboutLLBean/images/110408_About-LLB.pdf
http://www.llbean.com/
http://www.llbean.com/llb/shop/515428
http://www.llbean.com/customerService/aboutLLBean/images/110408_About-LLB.pdf

employment engagement
The extent to which an organiza-
tion’s employees are psychologi-
cally involved in, connected to, and
committed to getting their jobs
done.
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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.®® 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.®* 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
together produce superior employee performance.”®® For example, at GE’s assembly
plant in Durham, North Carolina, highly trained self-directed teams produce high-
precision aircraft parts. We’ll also discuss how they do this in Chapter 3.

HR AND ADDING VALUE The bottom line is that today’s employers want their human
resource managers to add value by boosting profits and performance. Professors Dave
Ulrich and Wayne Brockbank describe this as the “HR Value Proposition.”® They
say human resource programs (such as benefits plans) are just a means to an end.
The HR 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 9 to illustrate this.

HR and Performance and Sustainability

In a world where sea levels are rising, glaciers are crumbling, and people increas-
ingly view financial inequity as offensive, more and more people say that businesses
can’t just measure “performance” in terms of maximizing profits. They argue that
companies’ efforts should be “sustainable,” by which they mean judged not just on
profits, but on their environmental and social performance as well.®” As one example,
PepsiCo has a goal to deliver “Performance with Purpose”—in other words, to
deliver financial performance while also achieving human sustainability, environ-
mental sustainability, and talent sustainability. PepsiCo wants to achieve business
and financial success while leaving a positive imprint on society (click www.pepsico.
com, then click What We Believe, and then Performance with Purpose). In one sur-
vey, about 80% of large surveyed companies report their sustainability performance.®
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.®’

Employee engagement is important because it drives performance. For example
(as we will discuss 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.”’ A survey by consultants Watson Wyatt Worldwide concluded that
companies with highly engaged employees have 26% higher revenue per employee.”!

The problem for employers is that, depending on the study, only about 21-30% of
today’s employees nationally are engaged.’” In one survey, about 30% were engaged,
50% were not engaged, and 20% were actively disengaged (anti-management).”®


http://www.pepsico.com
http://www.pepsico.com
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LEARNING OBJECTIVE 1-4

List at least four important
human resource manager
competencies.

We will see in this book that managers improve employee engagement by taking
concrete steps to do so. For example, a few years ago, Kia Motors (UK) turned its
performance around, in part by boosting employee engagement.’* As we will discuss
more fully in Chapter 3, it did this with new HR programs. These included new /lead-
ership development programs, new employee recognition programs, improved internal
communications programs, a new employee development program, and by modifying
its compensation and other policies. We use special Employee Engagement Guide
for Managers sections in most chapters to show how managers use human resource
activities such as recruiting and selection to improve employee engagement.

The New Human Resource Manager

It’s more complicated being a human resource manager today.”> Tasks like formu-
lating strategic plans and making data-based decisions require new competencies
and skills. HR managers can’t just be good at traditional personnel tasks like hiring
and training. Instead, they must “speak the CFO’s language” by defending human
resource plans in measurable terms (such as return on investment).”® To create
strategic plans, the human resource manager must understand strategic planning,
marketing, production, and finance.”” As companies merge and expand abroad, they
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.

When asked, “Why do you want to be an HR manager?” many people basically
say, “Because I'm a people person.” Being sociable is certainly important, but it takes
much more. What does it take to be a human resource manager today? Recently, the
Society for Human Resource Management (SHRM) introduced a new “competency
model” (called the SHRM Body of Competency and Knowledge™"); it itemizes the
competencies, skills, and knowledge and expertise human resource managers need.
Here are the behaviors or competencies (with definitions) SHRM says today’s HR
manager should be able to exhibit:

o Leadership & Navigation The ability to direct and contribute to initiatives and
processes within the organization.

e Ethical Practice The ability to integrate core values, integrity, and accountabil-
ity throughout all organizational and business practices.

e Business Acumen The ability to understand and apply information with which
to contribute to the Organization’s strategic plan.

o Relationship Management The ability to manage interactions to provide ser-
vice and to support the organization.

e Consultation The ability to provide guidance to organizational stakeholders.
Critical Evaluation The ability to interpret information with which to make
business decisions and recommendations.

e Global & Cultural Effectiveness The ability to value and consider the perspec-
tives and backgrounds of all parties.

o Communication The ability to effectively exchange information with
stakeholders.

SHRM also says human resource managers must have command of the basic knowl-
edge in the functional areas of HR, such as employee relations. The basic knowledge
of principles, practices, and functions they need here should cover:

Functional Area #1: Talent Acquisition & Retention

Functional Area #2: Employee Engagement

Functional Area #3: Learning & Development

Functional Area #4: Total Rewards

Functional Area #5: Structure of the HR Function

Functional Area #6: Organizational Effectiveness & Development
Functional Area #7: Workforce Management



HR managers can’t just
be good at traditional
personnel tasks like
hiring and training, but
must “speak the CFO'’s
language” by defending
human resource plans in
measurable terms.

ethics

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

Dmitriy Shironosov/Alamy
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Functional Area #8: Employee Relations

Functional Area #9: Technology & Data

Functional Area #10: HR in the Global Context
Functional Area #11: Diversity & Inclusion

Functional Area #12: Risk Management

Functional Area #13: Corporate Social Responsibility
Functional Area #14: U.S. Employment Law & Regulations
Functional Area #15: Business & HR Strategy

HR and the Manager’s Skills

The aim of this book is to help every manager develop the skills he or she needs to
carry out the human resource management-related aspects of his or her job, such as
recruiting, selecting, training, appraising, and incentivizing employees, and provid-
ing them with a safe and fulfilling work environment.”® Special HR Tools for Line
Managers and Small Businesses features provide small business owners/managers
in particular with techniques to better manage their small businesses. 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.

HR and Ethics

Regrettably, news reports today are filled with stories of otherwise competent man-
agers who have run amok. For example, prosecutors filed criminal charges against
several lowa meatpacking plant human resource managers who allegedly violated
employment law by hiring children younger than 16.”° Behaviors like these risk torpedo-
ing even otherwise competent managers and employers. Ethics means the standards
someone uses to decide what his or her conduct should be. We will see that many seri-
ous workplace ethical issues—workplace safety and employee privacy, for instance—
are human resource management related.’

HR Manager Certification

Many human resource managers use certification to demonstrate their mastery of
contemporary human resource management knowledge and competencies. Managers
have, at this writing, at least two testing processes to achieve certification.
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The oldest is administered by the HR Certification Institute (HRCI), an inde-
pendent certifying 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). Managers
can review HRCI’s Knowledge Base and take an online HRCI practice quiz by goin%
to www.hrci.org and clicking on Exam Preparation and then on Sample Questions.®

Starting in 2015, SHRM began offering its own competency and knowledge-
based testing and certifications, for SHRM Certified Professionals, and SHRM
Senior Certified Professionals, based on its own certification exams.?? The exam
is built around the SHRM Body of Competency and Knowledge" model which
includes functional knowledge and skills as well as competencies.

We’ve summarized separately the SHRM and the HRCI knowledge bases in
Appendices A and B of this book, pp. 612-629). One covers SHRM’s functional
knowledge areas (such as employee relations). The other covers HRCI’s seven main
knowledge areas (such as Strategic Business Management, and Workforce Planning
and Employment. It includes about 91 specific HRCI “Knowledge of” subject
areas within these seven main topic areas with which those taking the test should be
familiar.

You’ll find throughout this book special Knowledge Base icons starting in
Chapter 2 to denote coverage of SHRM and/or HRCI knowledge topics.

HR and the Manager's Human Resource Philosophy

Technical expertise is important, but at the end of the day, people’s actions are always
based in part on the basic assumptions they make, and this is especially true in regard
to human resource 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 manage-
ment. 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
philosophy doesn’t have to be set in stone. It should evolve as you accumulate knowl-
edge and experiences. For example, after a worker uprising in China at the Hon Hai-
owned Foxconn plant that assembles Apple iPhones, the personnel philosophy at
the plant softened in response to the workers’ (and Apple’s) discontent.®? In any case, no
manager should manage others without first understanding the personnel philoso-
phy 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
the managers’ actions 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
company 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 opportunity, in short, to make his work here a fully rewarding
and important part of his or her life.34

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 employees’ personal and professional growth.®


http://www.hrci.org
http://www.hrci.org
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Outline the plan of this book.
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Similarly, when Google founders Larry Page and Sergey Brin began building
Google, they set out to make it a greatGplace to work. Google doesn’t just offer
abundant benefits and stock options.®® Google’s team of social scientists run
experiments, for instance, to determine successful middle managers’ skills.8” The
aim is to keep “Googlers” happy (and Google successful and growing). We'll
look closer at how managers maintain positive employee relations in Chapters 3
and 13.

@ Watch It!

How does a company actually go about putting its human resource philosophy into action? If your
professor has assigned this, go to to the Assignments section of mymanagementlab.com to complete
the video exercise titled Human Resource Management (Patagonia).

The Plan of This Book

The Basic Themes and Features

In this book, we’ll use four themes and features to highlight particularly important
issues, and to provide continuity from chapter to chapter.

Practical Tools For Every Manager

First, human resource management is the responsibility of every manager—not just
those in human resources. Throughout every page in this book, you’ll therefore find
an emphasis on practical material that you as a manager will need to perform your
day-to-day management responsibilities, even if you never spend one day as an HR
manager.

Second, managers use human resource management techniques to improve per-
formance, productivity, and profitability. To highlight this, you will find special boxed
features titled:

Improving Performance: HR Tools for Line Managers and Small Businesses.
These features highlight actual tools and practices any manager can use to im-
prove performance at work.

Improving Performance: HR as a Profit Center. We’ve seen that employ-

ers need human resource management practices that add value. To illustrate

this throughout the book, most chapters contains an illustrative Improving
Performance: HR as a Profit Center feature. These show actual examples of how
human resource management practices add measurable value—by reducing costs
or boosting revenues.

Improving Performance: HR Practices Around the Globe. These features high-
light how actual companies around the globe use effective HR practices to im-
prove their teams’ and companies’ performance.

Improving Performance Through HRIS. These features highlight how managers
use human resource technology to improve performance.

Diversity Counts. These features provide insights and guidelines for managing a
diverse workforce.

Third, the book emphasizes how digital and high-tech trends are shaping human
resource management. You’ll therefore find Trends features such as Trends Shaping
HR: Digital and Social Media in most chapters.

Fourth, particularly with today’s “distributed HR”, every line and staff man-
ager should understand how the employer’s human resource management policies
and practices produce the employee skills and performance the company needs
to achieve its strategic aims. Special chapter-opener scenarios and Improving
Performance: The Strategic Context features illustrate this in most chapters. And
use the Hotel Paris continuing case starting in Chapter 3 to apply that idea.
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Chapter Contents Overview

Following is a brief overview of the chapters and their content.

Part 1: Introduction

Chapter 1: Introduction to Human Resource Management. The manager’s hu-
man resource management jobs; crucial global and competitive trends; how
managers use technology and modern HR measurement systems to create high-
performance work systems.

Chapter 2: Equal Opportunity and the Law. What you should know about equal
opportunity laws; how these laws affect activities such as interviewing, selecting
employees, and evaluating performance; Know Your Employment Law features
highlight important laws in each chapter.

Chapter 3: Human Resource Management Strategy and Analysis. What is strate-
gic planning; strategic human resource management; building high-performance
HR practices; tools for evidence-based HR; employee engagement at Kia Motors.

Part 2: Recruitment, Placement, and Talent Management

Chapter 4: Job Analysis and the Talent Management Process. How to analyze a
job; how to determine the human resource requirements of the job, as well as its
specific duties; and what is talent management.

Chapter 5: Personnel Planning and Recruiting. Human resource planning; deter-
mining what sorts of people need to be hired; recruiting them.

Chapter 6: Employee Testing and Selection. Techniques you can use to ensure
that you’re hiring the right people.

Chapter 7: Interviewing Candidates. How to interview candidates effectively.

Part 3: Training and Development

Chapter 8: Training and Developing Employees. Providing the training and
development to ensure that your employees have the knowledge and skills needed
to accomplish their tasks.

Chapter 9: Performance Management and Appraisal. Techniques you can use for
appraising employee performance.

Chapter 10: Managing Careers and Retention. Causes of and solutions for em-
ployee turnover, and how to help employees manage their careers.

Part 4: Compensation

Chapter 11: Establishing Strategic Pay Plans. How to develop equitable pay
plans for your employees.

Chapter 12: Pay for Performance and Financial Incentives. Pay-for-performance
plans such as financial incentives, merit pay, and incentives that help tie perfor-
mance to pay.

Chapter 13: Benefits and Services. Providing benefits that make it clear the
firm views its employees as long-term investments and is concerned with their
welfare.

Part 5: Enrichment Topics in Human Resource Management

Chapter 14: Building Positive Employee Relations. Developing employee rela-
tions programs and employee involvement strategies; ensuring ethical and fair
treatment through discipline and grievance processes
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Chapter 15: Labor Relations and Collective Bargaining. How to deal with unions,
including the union organizing campaign; negotiating and agreeing upon a collec-
tive bargaining agreement between unions and management; and managing the
agreement via the grievance process.

Chapter 16: Safety, Health, and Risk Management. How to make the workplace
safe, including the causes of accidents; laws governing your responsibilities for
employee safety and health; risk management methods.

Chapter 17: Managing Global Human Resources. Special topics in managing the
HR side of multinational operations.

Chapter 18: Managing Human Resources in Small and Entrepreneurial Firms.
Special topics for managing human resources in smaller firms.

The Topics Are Interrelated

In practice, do not think of each of this book’s topics as being unrelated to the oth-
ers. Each topic interacts with and affects the others, and all should align with the
employer’s strategic plan. For example, hiring people who don’t have the potential
to learn the job will doom their performance, regardless of how much training they
get. Similarly, we will see throughout this book that each human resource manage-
ment function, from job analysis to recruiting, selecting, training, and rewarding
employees, should aim to produce the employee behaviors and competencies that the
company needs to achieve its strategic goals.

Chapter Review

®
M)’M an agementLab Go to mymanagementlab.com to complete the problems marked with this icon. &

Chapter Section Summaries

1-1.

1-2.

All managers should be able to answer, What is
human resource management, and why is it impor-
tant? Doing so helps managers avoid problems
like hiring the wrong person for the job. And
more important, it can help ensure that managers
get results through people. Line managers’ hu-
man resource duties include placing the right per-
son on the job, and orienting and training new
employees.

The trends shaping human resource management
are influencing what human resource man-
agers do and how they do it. Globalization
means more competition, and more competi-
tion means more pressure to lower costs and to
make employees more productive and quality
conscious. Technology is requiring more em-
ployees to be technologically well informed and
pressuring employers to improve their human
resource processes by applying new distributive
technological tools. There is more emphasis on

1-3.

1-4.

“knowledge work” and therefore on building
“human capital,” the knowledge, education,
training, skills, and expertise of a firm’s em-
ployees. Workforce and demographic changes
mean that the workforce is becoming older and
more diverse.

New digital technologies such as mobile and so-
cial media will make human resource management
today more distributed. Traditionally, personnel/
HR managers focused on administrative issues
such as running the payroll department. Today,
employers expect their human resource manage-
ment teams to focus more on big-picture issues,
including instituting human resource policies
and practices that support the companies’ stra-
tegic objectives, and to foster high performance
through engaged employees.

To do so, the human resource managers need new
competencies. They should be able to apply evi-
dence-based human resource management, which
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means 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.

. In understanding the overall plan of this

book, keep several important themes in
mind: that human resource management is

the responsibility of every manager, that the
workforce is increasingly diverse, that employers
and their human resource managers face the
need to manage in challenging economic times,
and that human resource managers must be
able to defend their plans and contributions in
measurable terms—to use evidence-based man-
agement—to show they’ve added value.

Discussion Questions

o 1-1.

1-2.

Explain what HR management is and how it
relates to the management process.

Give examples of how HR management concepts
and techniques can be of use to all managers.

1-3.

o 1-4.

Illustrate the HR management responsibilities of
line and staff managers.

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

Individual and Group Activities

1-5.

1-6.

1-9.

1-10.

Working individually or in groups, develop out-
lines showing how trends like workforce diversity,
technological innovation, globalization, and
changes in the nature of work have affected the
college or university you are attending now. Pres-
ent in class.

Working individually or in groups, contact the
HR manager of a local bank. Ask the HR man-
ager how he or she is working as a strategic part-
ner to manage human resources, given the bank’s
strategic goals and objectives. Back in class, dis-
cuss the responses of the different HR managers.

. 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.

. Working individually or in groups, bring several

business publications such as Bloomberg Busi-
nessweek and the Wall Street Journal to class, or
access them in class via the Web. Based on their
contents, compile a list titled “What HR Manag-
ers and Departments Do Today.”

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

Laurie Siegel, former senior vice president of hu-
man resources for Tyco International, 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 as-
sumed 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

1-11.
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had to do something about the company’s top-
management compensation plan, which many
felt contributed to the allegations by some that
some former company officers had used the com-
pany as a sort of private ATM.

Siegel came to Tyco after a very impressive
career. For example, she had been head of execu-
tive compensation at Allied Signal, 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/or 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?
Appendices A and B at the end of this book
(pages 612-629) list the knowledge some-
one studying for the HRCI (Appendix A)
or SHRM (Appendix B) certification exam
needs to have in each area of human resource
management (such as in Strategic Management,
and Workforce Planning). In groups of several
students, do four things: (1) review Appendix A
and/or B; (2) identify the material in this chapter
that relates to the Appendix A and/or B required
knowledge lists; (3) write four multiple-choice
exam questions on this material that you believe
would be suitable for inclusion in the HRCI exam
and/or the SHRM 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.
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Experiential Exercise
HR and “The Profit”

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 thoroughly familiar with
the material in this chapter, and with at least one or two
episodes of CNBC’s The Profit with Marcus Lemonis
www.tv.com/shows/the-profit/watch/. (Access a library
of past episodes at UR Ls such as www.cnbc.com/live-tv/
the-profit)

How to Set Up the Exercise/Instructions:

e Divide the class into teams of several students.

e Read this: As you may know by watching billion-
aire Marcus Lemonis as he works with actual small
businesses in which he’s taken an ownership share,
human resource management often plays an impor-
tant role in what he and the business owners and
managers need to do to be successful. For example,
at Grafton Furniture, a lack of clarity about who
does what (a lack of up-to-date job descriptions)

Application Case

Jack Nelson'’s Problem

As a new member of the board of directors for a local bank, Jack Nel-
son was being introduced to all the employees in the home office.
When he was introduced to Ruth Johnson, he was curious about her
work and asked her what the machine she was using did. Johnson
replied that she really did not know what the machine was called or
what it did. She explained that she had only been working there for 2
months. However, she did 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 explained, employee turn-
over 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 continued, she had little time to work with the new employ-
ees as they came and went.

All branch supervisors hired their own employees without com-
munication 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.

Continuing Case

Carter Cleaning Company

Introduction

A main theme of this book is that human resource management
activities like recruiting, selecting, training, and rewarding employees

leads to inadequate supervision of some ongoing

orders and to lower profit margins. Questions also

arise at Grafton about, for instance, the effective-
ness of the training that some managers (including
the owner’s son) have received.

e Watch several of these shows (or reruns of the
shows), and then meet with your team and answer
the following questions:

1-12. What specific HR functions (recruiting, inter-
viewing, training, and so on) can you identify
Mr. Lemonis addressing on this show? Make
sure to give specific examples based on the
show.

What specific HR functions can you iden-

tify as being problematical in this company?

Again, please give specific answers.

In terms of HR functions (such as recruit-

ing, selection, interviewing, compensating,

appraising, and so on) what exactly would
you recommend doing to improve this com-
pany’s performance?

1-15. Present your team’s conclusions to the class.

1-13.

1-14.

After touring the 22 branches and finding similar problems in many
of them, Nelson wondered what the home office should do or what ac-
tion he should take. The banking firm generally was regarded as being
a well-run institution that had grown from 27 to 191 employees during
the past 8 years. The more he thought about the matter, the more puz-
zled Nelson became. He couldn’t quite put his finger on the problem,
and he didn’t know whether to report his findings to the president.

Questions

1-16. What do you think is causing some of the problems in the
bank’s home office and branches?

1-17. Do you think setting up an HR unit in the main office would
help?

1-18. What specific functions should an HR unit carry out? What HR
functions would then be carried out by supervisors and other
line managers? What role should the Internet play in the new
HR organization?

Source: From Supervision in Action: The Art of Managing Others, 4th edition,
Pearson Education, Inc., Upper Saddle River, New Jersey.

are 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 to rely on. However, the success of his or her enterprise (not
to mention his or her family’s peace of mind) often depends largely on
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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 con-
cepts and techniques of that particular chapter. Here is background
information that you will need to answer questions that arise in sub-
sequent chapters. (We also present a second, unrelated “application
case” case incident in each chapter.)

Carter Cleaning Centers

Jennifer Carter graduated from State University in June 2008 and, after
considering several job offers, decided to do what she 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 laundry businesses for him
was that they were capital- rather than labor-intensive. Thus, once the
investment in machinery was made, the stores could be run with just
one unskilled attendant and none of the labor problems one normally
expects from being in the retail service business.

The attractiveness of operating with virtually no skilled labor not-
withstanding, Jack had decided by 2004 to expand 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 for several reasons. He
wanted to better utilize the unused space in the rather large stores he
currently had under lease. Furthermore, 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 5 years. Each store
had its own on-site manager and, on average, about seven employees
and annual revenues of about $500,000. It was this six-store chain that
Jennifer joined after graduating.

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

Questions
1-19. Make a list of five specific HR problems you think Carter
Cleaning will have to grapple with.
1-20. What would you do first if you were Jennifer?

MyManagementlLab

Go to mymanagementlab.com for Auto-graded writing questions as well as the following

Assisted-graded writing questions:

1-21. From a practical point of view, why is it important for all managers and fu-
ture managers to have a good command of human resource management

concepts and techniques?

1-22. Think of some companies that you are familiar with or that you’ve read about
where you think the human resource managers have been successful in “add-
ing value.” What do the HR managers do to lead you to your conclusion?

1-23. MyManagementLab Only—comprehensive writing assignment for this

chapter.

& Try It!

How would you apply the concepts and skills you learned in this chapter? If your professor has
assigned this, go to the Assignments section of mymanagementlab.com to complete the simulation:

Human Resources Management.

& PERSONAL INVENTORY ASSESSMENTS 9 o

Personal Assessment of Management Skills
Complete this assessment to learn more about your management skills.

PERSONAL
INVENTORY
ASSESSMENT
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LEARNING OBJECTIVES

2-1
2-2

2-3

2-4
2-5

Explain the importance of and list the basic
features of Title VII of the 1964 Civil Rights Act
and at least five other equal employment laws.

Describe post-1990 employment laws including
the Americans with Disabilities Act and how

to avoid accusations of sexual harassment

at work.

lllustrate two defenses you can use in the event
of discriminatory practice allegations, and cite
specific discriminatory personnel management
practices in recruitment, selection, promotion,
transfer, layoffs, and benefits.

List the steps in the EEOC enforcement
process.

Discuss why diversity management is important
and how to install a diversity management
program.

Auniversity recently fired its career services director

after years of good evaluations. This happened

about a year after his new boss gave him his first

poor evaluation while peppering him with questions

like “when are you going to retire?” The dismissed

employee soon sued for age discrimination.” We wil

see how to avoid such problems.

Company’s
Strategic Goals

Employee Competencies
and Behaviors Required
for Company to Achieve
These Strategic Goals
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HR Policies and Practices
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LEARNING OBJECTIVE 2-1

Explain the importance of and
list the basic features of Title VII
of the 1964 Civil Rights Act and
at least five other equal employ-
ment laws.

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.

Equal Employment
Opportunity Commission
(EEOCQ)

The commission, created by Title VII,
empowered to investigate job dis-
crimination complaints and sue on
behalf of complainants.

affirmative action

Steps that are taken for the purpose
of eliminating the present effects of
past discrimination.

Office of Federal Contract
Compliance Programs
(OFCCP)

This office is responsible for imple-
menting the executive orders and
ensuring compliance of federal
contractors.

Equal Opportunity Laws Enacted from 1964 to 1991

Hardly a day goes by without equal opportunity lawsuits at work.”? One survey
of corporate counsels found that such lawsuits were their biggest litigation fears.’
Performing day-to-day supervisory tasks like hiring employees without understand-
ing these laws is fraught with peril.

Actually, laws barring discrimination against minorities in the United States are
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.” The Thirteenth Amendment (1865) outlawed slavery, and courts have held
that it bars racial discrimination. The Civil Rights Act of 1866 gives all persons the
same right to make and enforce contracts and to benefit from U.S. laws.* But as a
practical matter, Congress and presidents avoided dramatic action on implementing
equal employment until the early 1960s. At that point, civil unrest among minorities
and women and changing traditions prompted them to act. Congress passed a multi-
tude of new civil rights laws.

Title VII of the 1964 Civil Rights Act

Title VII of the 1964 Civil Rights Act was one of the first of these laws. As
amended by the 1972 Equal Employment Opportunity Act, Title VII states that 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:

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

2. To limit, segregate, or classify employees or applicants for employment in any
way that would deprive or tend to deprive any individual of employment oppor-
tunities 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 bars discrimination on the part of most employers, including all public
or private employers of 15 or more persons and most labor unions. It also covers all
private and public educational institutions, the federal government, and state and
local governments. It bars public and private employment agencies from failing or
refusing to refer for employment any individual because of race, color, religion, sex,
or national origin.

Title VII established the Equal Employment Opportunity Commission
(EEOC) to administer and enforce the Civil Rights Act at work. It consists of
five members appointed by the president with the advice and consent of the
Senate. Each member serves a 5-year term. In popular usage, the EEOC also
includes the thousands of staff the EEOC has around the United States. They
receive and investigate job discrimination complaints from aggrieved individuals.
When the EEOC finds reasonable cause that the charges are justified, it attempts
(through conciliation) to reach an agreement.” If this fails, it can go to court. The
EEOC may file discrimination charges on behalf of aggrieved individuals, or the
individuals may file on behalf of themselves.® We’ll discuss the EEOC procedure
later in this chapter.

Executive Orders

Various U.S. presidents signed executive orders expanding equal employment in fed-
eral agencies. For example, the Johnson administration (1963-1969) issued Executive
Orders 11246 and 11375. These required that government contractors with contracts
of more than $50,000 and 50 or more employees take affirmative action to ensure
employment opportunities for those who may have suffered past discrimination.
They also established the Office of Federal Contract Compliance Programs
(OFCCP). It implements the orders and ensures compliance.’



Equal Pay Act of 1963
The act requiring equal pay for equal
work, regardless of sex.

Age Discrimination in
Employment Act of 1967
(ADEA)

The act prohibiting arbitrary age dis-
crimination and specifically protect-
ing individuals over 40 years old.

Vocational Rehabilitation Act
of 1973

The act requiring certain federal con-
tractors to take affirmative action for
disabled persons.

Pregnancy Discrimination Act
An amendment to Title VII of the
Civil Rights Act that prohibits sex
discrimination based on “pregnancy,
childbirth, or related medical
conditions.”

Uniform Guidelines

Guidelines issued by federal agen-
cies charged with ensuring compli-
ance with equal employment federal
legislation explaining recommended
employer procedures in detail.
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Equal Pay Act of 1963

Under the Equal Pay Act of 1963 (amended in 1972), it is unlawful to discriminate
in pay on the basis of sex when jobs involve equal work; require equivalent skills,
effort, and responsibility; and are performed under similar working conditions. Pay
differences derived from seniority systems, merit systems, and systems that measure
earnings by production quantity or quality or from any factor other than sex do not
violate the act. Unfortunately, this act notwithstanding, women still earn only about
70% as much as men in similar jobs; we’ll address this inequity and how to deal with
it in our chapter on establishing strategic pay plans.

Age Discrimination in Employment Act of 1967

The Age Discrimination in Employment Act of 1967 (ADEA) made it unlawful to
discriminate against employees or applicants who are between 40 and 65 years of age.
Subsequent amendments effectively ended most mandatory retirement at age 65. Most
states and local agencies, when acting as employers, must also adhere to the ADEA.3

You can’t get around the ADEA by replacing employees who are, say, 60 with
someone over 40. In one case the U.S. Supreme Court held that an employee who
is over 40 years of age might sue for discrimination if a “significantly younger”
employee replaces him or her, even if the replacement is also over 40. The Court
didn’t specify what “significantly younger” meant. Here the plaintiff was replaced by
someone 16 years younger.

Younger managers especially may have to guard against ageist prejudices. For
example, a 54-year-old former manager alleged that Google fired him because his
supervisor said he wasn’t a “cultural fit.” Such comments prompted the California
Court of Appeals to let the manager’s case proceed.

Lawyers like the ADEA. It allows jury trials and double damages to those proving
“willful” discrimination.!!

Vocational Rehabilitation Act of 1973

The Vocational Rehabilitation Act of 1973 requires employers with federal con-
tracts of more than $2,500 to take affirmative action in employing handicapped
persons. It does not require hiring unqualified people. It does require an employer to
take steps to accommodate a handicapped worker unless doing so imposes an undue
hardship on the employer.

Pregnancy Discrimination Act of 1978

The Pregnancy Discrimination Act of 1978 prohibits using pregnancy, childbirth,
or related medical conditions to discriminate in hiring, promotion, suspension, or
discharge, or in any term or condition of employment. Furthermore, under the act, if
an employer offers its employees disability coverage, then it must treat pregnancy and
childbirth like any other disability, and include it in the plan as a covered condition.'?
More women are suing under this act, and progressive human resources notwith-
standing, it’s easy to see why.!3 As one example, an auto dealership fired an employee
after she said she was pregnant. The reason? Allegedly, “In case I ended up throwing
up or cramping in one of their vehicles. They said pregnant women do that some-
times, and I could cause an accident....”!* Managers therefore should base such
decisions on “medical documentation, not on a manager’s interpretation.”!’

Federal Agency Guidelines

The federal agencies charged with ensuring compliance with these laws and executive
orders have their own implementing guidelines. These spell out recommended proce-
dures for complying with the law.'®

The EEOC, Civil Service Commission, Department of Labor, and Department
of Justice together issued Uniform Guidelines.!” These set forth “highly recom-
mended” procedures for things like employee selection and record keeping. As an
example, they specify that employers must validate any employment selection devices
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protected class

Persons such as minorities and
women protected by equal opportu-
nity laws, including Title VII.

(like tests) that screen out disproportionate numbers of women or minorities, and
they explain how to do so. (We explain this procedure in Chapter 6.) The EEOC
and other agencies also periodically issue updated guidelines clarifying and revising
their positions on matters such as sexual harassment. The American Psychological
Association has its own (non-legally binding) Standards for Educational and
Psychological Testing.

Early Court Decisions Regarding Equal Employment Opportunity

Several court decisions between 1964 and 1991 helped clarify courts’ interpretations
of equal employment opportunity (EEO) laws such as Title VII.

GRIGGS V. DUKE POWER COMPANY Griggs was a landmark case because the Supreme
Court used it to define unfair discrimination. Lawyers sued 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 this requirement
was illegally discriminatory. He said it wasn’t related to success on the job, and it
resulted in more blacks than whites being rejected for these jobs. Griggs won the case.
The Court’s decision was unanimous. In his written opinion, Chief Justice Burger laid
out three crucial guidelines affecting equal employment legislation.

o First, the Court ruled that the discrimination does not have to be overt to be
illegal. The plaintiff does not have to show that the employer intentionally
discriminated against the employee or applicant. Instead, the plaintiff just has to
show that discrimination took place.

e Second, the Court held that an employment practice (in this case, requiring the
high school degree) must be job related if it has an unequal impact on members
of a protected class. (For example, if arithmetic is not required to perform the
job, don’t test for arithmetic.)

e Third, Chief Justice 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 practice (in this case, requiring a high school degree) is necessary
for satisfactory job performance if the practice discriminates against members of
a protected class. Said 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 can-
not be shown to be related to job performance, the practice is prohibited.'®

For employers, Griggs established these five principles:

1. A test or other selection practice must be job related, and the burden of proof is
on the employer.

2. An employer’s intent not to discriminate is irrelevan

3. If a practice is “fair in form but discriminatory in operation,” the courts will not
uphold it.

4. Business necessity is the defense for any existing program that has adverse
impact. The court did not define business necessity.

5. Title VII does not forbid testing. However, the test must be job related (valid), in
that performance on the test must relate to performance on the job.

t.19

ALBEMARLE PAPER COMPANY V. MOODY In the Albemarle case, the Court provided
more details on how employers could prove that tests or other screening tools relate
to job performance.”’ For example, the Court said that if an employer wants to test
candidates for a job, then the employer should first clearly document and understand
the job’s duties and responsibilities. Furthermore, the job’s performance standards
should be clear and unambiguous. That way, the employer can identify which employees
are performing better than others. The Court’s ruling also established the EEOC (now
Federal) Guidelines on validation as the procedures for validating employment practices.



LEARNING OBJECTIVE 2-2

Describe post-1990 em-
ployment laws including the
Americans with Disabilities Act
and how to avoid accusations of
sexual harassment at work.

Civil Rights Act of 1991

(CRA 1991)

The act that places the burden

of proof back on employers and
permits compensatory and punitive
damages.

“mixed-motive” case

A discrimination allegation case in
which the employer argues that the
employment action taken was moti-
vated not by discrimination, but by
some nondiscriminatory reason such
as ineffective performance.

Americans with Disabilities
Act (ADA)

The act requiring employers to make
reasonable accommodations for
disabled employees; it prohibits dis-

crimination against disabled persons.
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The Laws Enacted from 1991 to the Present

The Civil Rights Act of 1991

Several subsequent Supreme Court rulings in the 1980s limited the protection of
women and minority groups under equal employment laws. For example, they raised
the plaintiff’s burden of proving that the employer’s acts were in fact discriminatory.
This prompted Congress to pass a new Civil Rights Act. President George H. W.
Bush signed the Civil Rights Act of 1991 (CRA 1991) into law in November 1991.
The effect of CRA 1991 was to roll back equal employment law to where it stood
before the 1980s decisions, and to place more responsibility on employers.

BURDEN OF PROOF  First, CRA 1991 addressed the issue of burden of proof. Burden of
proof—what the plaintiff must show to establish possible illegal discrimination, and what
the emlployer must show to defend its actions—plays a central role in equal employment
cases.”! Today, in brief, once an aggrieved applicant or employee demonstrates that
an employment practice (such as “must lift 100 pounds™) has an adverse impact on a
particular group, then the burden of proof shifts to the employer, who must show that
the challenged practice is job related.?> For example, the employer has to show that lifting
100 pounds is required for performing the job in question, and that the business could
not run efficiently without the requirement—that it is a business necessity.”>

MONEY DAMAGES Before CRA 1991, victims of intentional discrimination (which
lawyers call disparate treatment) who had not suffered financial loss and who sued
under Title VII could not then sue for compensatory or punitive damages. All they
could expect was to have their jobs reinstated (or to get a particular job). They were
also eligible for back pay, attorneys’ fees, and court costs.

CRA 1991 makes it easier to sue for money damages in such cases. It provides that
an employee who is claiming intentional discrimination can ask for (1) compensatory
damages and (2) punitive damages, if he or she can show the employer engaged in
discrimination “with malice or reckless indifference to the federally protected rights
of an aggrieved individual.”?*

MIXED MOTIVES Some employers in “mixed-motive” cases had taken the position
that even though their actions were discriminatory, other factors like the employee’s
dubious behavior made the job action acceptable. Under CRA 1991, an employer
cannot avoid liability by proving it would have taken the same action—such as
terminating someone—even without the discriminatory motive.?> If there is any such
motive, the practice may be unlawful.?®

The Americans with Disabilities Act

The Americans with Disabilities Act (ADA) of 1990 prohibits employment dis-
crimination against qualified disabled individuals.?” It prohibits employers with 15 or
more workers from discriminating against qualified individuals with disabilities, with
regard to applications, hiring, discharge, compensation, advancement, training, or
other terms, conditions, or privileges of employment.?® It also says employers must
make “reasonable accommodations” for physical or mental limitations unless doing
so imposes an “undue hardship” on the business.

The ADA does not list specific disabilities. Instead, EEOC guidelines say someone
is disabled when he or she has a physical or mental impairment that “substantially
limits” one or more major life activity. Initially, impairments included any physiologi-
cal disorder or condition, cosmetic disfigurement, or anatomical loss affecting one or
more of several body systems, or any mental or psychological disorder, but the list is
growing.”? The act specifies conditions that it does not regard as disabilities, includ-
ing homosexuality, compulsive gambling, pyromania, and certain disorders resulting
from the current illegal use of drugs.

Mental disabilities account for the greatest number of ADA claims.’! Under EEOC
ADA guidelines, “mental impairment” includes “any mental or psychological disorder,
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qualified individuals
Under ADA, those who can carry out
the essential functions of the job.

Examples
of How to Provide
Reasonable
Accommodation

such as...emotional or mental illness.” Examples include major depression, anxiety
disorders, and personality disorders. The ADA also protects employees with intellectual
disabilities, including those with IQs below 70—75.3 The guidelines say employers should
be alert to the possibility that traits normally regarded as undesirable (such as chronic
lateness, hostility, or poor judgment) may reflect mental impairments. Reasonable ac-
commodation might then include providing barriers between work spaces.

QUALIFIED INDIVIDUAL Just being disabled doesn’t qualify someone for a job, of
course. Instead, the act 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, educational
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 perform that particular function. For
example, when an lowa County highway worker had an on-the-job seizure, his
driver’s license was suspended and the court ruled he had no ADA claim because he
couldn’t perform the essential functions of the job.??

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.”3* Reasonable accommodation might
include redesigning the job, modifying work schedules, or modifying or acquiring
equipment or other devices; widening door openings or permitting telecommuting
are examples.> For example, about 70% of working-age blind adults are unemployed
or underemployed. Existing technologies such as screen-reading programs might
enable most to work successfully.>®

Attorneys, employers, and the courts continue to work through what “reasonable
accommodation” means.’’ In one classic case, a Walmart door greeter with a bad back
asked if she could sit on a stool while on duty. The store said no. The federal district
court agreed door greeters must act in an “aggressively hospitable manner,” which
can’t be done from a stool.® Standing was an essential job function. You can use tech-
nology and common sense to make reasonable accommodation (see Figure 2-1).

THE ADA AMENDMENTS ACT OF 2008 (ADAAA) Employers traditionally prevailed in
almost all—96% —federal circuit court ADA decisions.*’ One case typifies what
plaintiffs faced. An assembly worker sued Toyota, arguing that carpal tunnel syndrome
prevented her from doing her job.** 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 washing her face and fixing breakfast. The Court said
the disability must be central to the employee’s daily living (not just to his or her job).*!

However, the ADA Amendments Act of 2008 (ADAAA) has made it easier for
employees to show that their disabilities are influencing one of their “major life ac-
tivities,” such as reading and thinking.** For example, sensitivity to perfume might be
considered a disability.** Employers must therefore redouble their efforts to ensure
they’re complying with the ADA.**

Many employers simply take a progressive approach. Common employer con-
cerns about people with disabilities (for instance, that they are less productive and

Employees with mobility or vision impairments may benefit from 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 text pagers notify employees when messages arrive.

Arizona created a disability-friendly website to help link prospective employees and others to
various agencies.
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e Do not deny a job to a disabled individual if the person is qualified and able to perform the
essential job functions.

* Make a reasonable accommodation unless doing so would result in undue hardship.

e Know what you can ask applicants. In general, you may not make preemployment inquiries about
a person’s disability before making an offer. However, you may ask questions about the person’s
ability to perform essential job functions.

e [temize essential job functions on the job descriptions. In virtually any ADA legal action, a central
question will be, what are the essential functions of the job?

e Do not allow misconduct or erratic performance (including absences and tardiness), even if that
behavior is linked to the disability.

have more accidents) are generally baseless.* For example, Walgreens
tries to fill at least one-third of the jobs at its large distribution cen-
ters with people with disabilities.*®

Figure 2-2 summarizes some important ADA guidelines for man-
agers 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 posi-
tions comparable to those they had before leaving.*

Genetic Information Nondiscrimination Act of 2008 (GINA)

The Genetic Information Nondiscrimination Act of 2008 (GINA)
prohibits discrimination by health insurers and employers based
on people’s genetic information. Specifically, it prohibits the use of
genetic information in employment, prohibits the intentional acqui-
sition of genetic information about applicants and employees, and
imposes strict confidentiality requirements.*®

State and Local Equal Employment Opportunity Laws

In addition to federal laws, all states and many local governments
prohibit employment discrimination. The state or local laws usually
cover employers (like those with less than 15 employees) not covered
by federal legislation.*’

Employers ignore city and state EEO laws at their peril. In New York City, for
instance, city law applies to employers with as few as 4 employees (not 15, as under
Title VII).>° Connecticut recently became the first state to require that employers pro-
vide paid sick leave to employees. Hawaii and Massachusetts prohibit employers from
asking about criminal convictions on applications.”! Managers use manuals such as
HR Compliance Basics: Your State and Federal Employment Law Manual (available
from the SHRM) to understand local EEO requirements.

State and local equal employment opportunity agencies (often called Human
Resources Commissions or Fair Employment Commissions) also play a role in equal em-
ployment compliance. When the EEOC receives a discrimination charge, it usually defers
it for a limited time to the state and local agencies that have comparable jurisdiction. If
that doesn’t achieve satisfactory remedies, the charges go back to the EEOC for resolution.

In Summary: Religious and Other Types of Discrimination®?

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
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sexual harassment

Harassment on the basis of sex that
has the purpose or effect of sub-
stantially interfering with a person’s
work performance or creating an in-
timidating, hostile, or offensive work
environment.

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 on 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 (such as Rastafarian dreadlocks or Sikh uncut hair
and beard). Rehglous discrimination claims are increasing. In one case truck drlvers
claimed that requiring them to deliver alcoholic drinks violated their religious faith.>?

Recent Trends in Discrimination Law

Some trends are broadening the impact of equal employment laws, while others are
forming new headwinds.

In terms of the former, the U.S. Supreme Court held that the federal Defense
of Marrlage Act’s exclusion of state-sanctioned, same-sex marriages was unconsti-
tutional.>* 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 those married to someone of the same sex who were legally married in a
state that recognizes such marriages, but who are domiciled in a state that doesn’t
recognize such marriages.”>> In 2014, President Obama signed an executive order
barring federal contractors from dlscrlmlnatlng against lesbian, gay, bisexual, and
transgender employees for instance in terms of benefits.’® The DOL recently passed
final regulations requiring that federal contractors adopt quantifiable hiring goals for
individuals with disabilities.”” Employers who don’t employ a minimum of 7% dis-
abled workers may face penalties, ;)ossmly including loss of their contracts unless they
take immediate remedial actions.”® The 2013-2016 Equal Employment Opportunity
Commission enforcement priorities focus on (among other things) eliminating hiring
barriers, such as credit history checks, that might unfairly discriminate.’

But other recent decisions may produce headwinds. For example, the U.S.
Supreme Court upheld a Michigan constitutional amendment that bans affirma-
tive 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 public universities.®> 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 employer was responsible for a “supervi-
sor’s” harassing behavior.%! Table 2-1 summarizes selected equal employment op-
portunity laws, actions, executive orders, and agency guidelines.

Sexual Harassment

Under Title VII, sexual harassment generally refers to harassment on the basis of sex
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.
In one recent year, the EEOC received 11,717 sexual harassment charges, about 15%
of which were filed by men. 62 (The U.S. Supreme Court held, in Oncale v. Sundowner
Oﬁ’shore Services Inc., that same-sex sexual harassment is also actionable under Title
VIL%) One study found “women experienced more sexual harassment than men, minori-
ties experienced more ethnic harassment than whites, and minority women experience
more harassment overall than majority men, minority men, and majority women.”%*
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Summary of Important Equal Employment Opportunity Actions

Action

What It Does

Title VII of 1964 Civil Rights Act,

as amended
Executive orders

Federal agency guidelines

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

the EEOC.

Prohibit employment discrimination by employers with federal contracts of more than
$10,000 (and their subcontractors); establish office of federal compliance; require affirma-
tive action programs.

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

Supreme Court decisions: Griggs v. Duke  Rule that job requirements must be related to job success; that discrimination need not be

Power Co., Albemarle v. Moody

Equal Pay Act of 1963

Age Discrimination in Employment

overt to be proved; that the burden of proof is on the employer to prove the qualification is
valid.

Requires equal pay for men and women for performing similar work.
Prohibits discriminating against a person age 40 or over in any area of employment because

Act of 1967 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 handicapped persons and
prohibits discrimination against handicapped persons.

Pregnancy Discrimination Act of 1978 Prohibits discrimination in employment against pregnant women, or those with related
conditions.

Vietnam Era Veterans’ Readjustment Requires affirmative action in employment for veterans of the Vietnam War era.

Assistance Act of 1974
Ward Cove v. Atonio

Made it more difficult to prove a case of unlawful discrimination against an employer.

Americans with Disabilities Act of 1990 Strengthens the need for most employers to make reasonable accommodations for disabled

Civil Rights Act of 1991

ADA Amendments Act of 2008

Genetic Information
Nondiscrimination Act

employees at work; prohibits discrimination.

Reverses various U.S. Supreme Court decisions; places burden of proof back on employer
and permits compensatory and punitive money damages for discrimination.

Makes it easier for employee to show that his or her disability “substantially limits” a major
life function.

Signed into law in May 2008, prohibits discriminating against employees and applicants
based on their genetic information.

Source: Based on The actual laws. From www.usa.gov/Topics/Reference Shelf/Laws.shtml, accessed September 21, 2013.

Federal Violence Against
Women Act of 1994

The act that provides that a person
who commits a crime of violence
motivated by gender shall be liable
to the party injured.

Under EEOC guidelines, employers have an affirmative duty to maintain work-
places free of sexual harassment and intimidation. CRA 1991 permits victims of
intentional discrimination, including sexual harassment, to have jury trials and to
collect compensatory damages for pain and suffering and punitive damages, where
the employer acted with “malice or reckless indifference” to the person’s rights.®
The Federal Violence Against Women Act of 1994 further provides that a person
“who commits a crime of violence motivated by gender and thus deprives another”
of her rights shall be liable to the party injured.

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:

1. Submission to such conduct is made either explicitly 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 interfering with an indi-
vidual’s work performance or creating an intimidating, hostile, or offensive work
environment.
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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, promotion, demotion, and/or work assignment. In one case, the
employee showed that continued job success and advancement were dependent
on her agreeing to the sexual demands of her supervisors. “Sexual harassment”
generally requires that the behavior be pervasive or severe. Thus, in one case, the
court ruled that although the supervisor had touched the employee’s shoulder
twice as he drove her back from work and also mentioned that she “owed him”
for hiring her, she did not have a trial-able sexual harassment claim.®

2. Hostile Environment Created by Supervisors. The harassment need not have tan-
gible consequences such as demotion. For example, one court found that a male
supervisor’s behavior 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 of-
fensive 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 employ-
ment.®” The U.S. Supreme Court also held that sexual harassment law doesn’t cover
ordinary “intersexual flirtation.” In his ruling, Justice Antonin Scalia said courts
must carefully distinguish between “simple teasing” and truly abusive behavior.®®

3. Hostile Environment Created by Coworkers or Nonemployees. Coworkers or
nonemployees can trigger such suits. One court held that a mandatory sexually
provocative uniform led to lewd comments by customers. When the employee
refused to wear the uniform, she was fired. The employer couldn’t show there
was a job-related necessity for the uniform, and only female employees wore
it. The court ruled that the employer, in effect, was responsible for the sexu-
ally harassing behavior. Such abhorrent client behavior is more likely when
the clients are in positions of power, and when they think no one will penalize
them.®® Employers are also liable for the sexually harassing acts of nonsupervi-
sory employees if the employer knew or should have known of the conduct.

WHEN IS THE ENVIRONMENT “HOSTILE"? Hostile environment sexual harassment
generally means the intimidation, insults, and ridicule were sufficiently severe to
alter the employee’s working conditions. Courts look at several things. These include
whether the discriminatory conduct is frequent or severe, whether it is physically
threatening or humiliating, or a mere offensive utterance; and whether it unreasonably
interferes with an employee’s work performance.”’ Courts also consider whether the
employee subjectively perceives the work environment as being abusive. For example,
did he or she welcome the conduct or immediately complain?’!

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 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 demo-
tion if she did not respond. He did not carry out the threats, and she was promoted. In
the second case, Faragher v. 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 have two implications for employers and managers.
First, in quid pro quo cases it is not necessary for the employee to suffer a tangible job
action (such as a demotion) to win the case. Second, the Court laid out an impor-
tant defense against harassment suits. It said the employer must show that it took
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“reasonable care” to prevent and promptly correct any sexually harassing behavior
and that the employee unreasonably failed to take advantage of the employer’s policy.

Implications for Employers and Managers These decisions suggest an employer can defend
itself against sexual harassment liability by showing two things:

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

e Second, it must demonstrate that the plaintiff “unreasonably failed to take
advantage of any preventive or corrective opportunities provided by the
employer.” The employee’s failure to use formal reporting systems would satisfy
the second component.”

Prudent employer steps therefore include: ™

e Take all complaints about harassment seriously.

e Issue a strong policy statement condemning such behavior. Describe the prohib-
ited conduct, assure protection against retaliation, describe a confidential com-
plaint process, and provide impartial investigation and corrective action.

o Take steps to prevent sexual harassment from occurring. For example, commu-
nicate to employees that the employer will not tolerate sexual harassment, and
take immediate action when someone complains.

o Establish a management response system that includes an immediate reaction
and investigation.

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

WHEN THE LAW ISN'T ENOUGH Unfortunately, two practical considerations often
outdo the legal requirements. First, “Women perceive a broader range of socio-
sexual behaviors (touching, for instance) as harassing.”’> In one study, about 58%
of employees reported experiencing potentially harassment-type behaviors at work.
Overall, about 25% found it flattering and about half viewed it as benign. But on closer
examination, about four times as many men as women found the behavior flattering or
benign.”® Sexual harassment training and policies can reduce this problem.”’

A second problem is that employees often won’t complain. For example, two Air
Force generals recently appeared before the U.S. Congress’” House Armed Services
Committee to explain (among other things) how 23 instructors at an Air Force base
could engage in unprofessional relationships 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 superior officers would be futile or counter-
productive) and “a weak command structure.”’®

WHAT THE EMPLOYEE CAN DO  First, complain. Remember that courts generally look
to whether the harassed employee used the employer’s reporting procedures to file a
complaint promptly. If the employer has an effectively communicated complaint
procedure, use it and then cooperate in the investigation.” In that context, 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 because the conduct is unwelcome.

2. If the unwelcome conduct does not cease, file verbal and written reports regard-
ing the unwelcome conduct and unsuccessful efforts to get it to stop with the
harasser’s manager and/or the human resource director.

3. If the letters and appeals to the employer do not suffice, contact the local office
of the EEOC to file the necessary 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, and injunctive relief, and to recover
compensatory and punitive damages.



42 PART 1 e INTRODUCTION

LEARNING OBJECTIVE 2-3

lllustrate two defenses you can
use in the event of discrimina-
tory practice allegations, and
cite specific discriminatory
personnel management prac-
tices in recruitment, selection,
promotion, transfer, layoffs, and
benefits.

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.

& Watch It!

How does an employer actually deal with problems such as sexual harassment? If your professor has
assigned this, go to the Assignments section of www.mymangementlab.com to complete the video
exercise titled Equal Employment (UPS).

TRENDS SHAPING HR: DIGITAL AND SOCIAL MEDIA

For employers, social media brings both benefits and reasons for caution. For one
thing, some employees will use Facebook and other accounts to harass and bully co-
workers (as with disparaging comments). Here, employers must distinguish between
illegal online harassment (that applying to race, religion, national origin, age, sex/
gender, genetic information, and disability discrimination) and common personality
conflicts. However, at a minimum, employers should have a zero-tolerance policy on
bullying.3°

On the positive side, we’ll see that social media has been a boon for staffing, for
instance for finding candidates on LinkedIn or for checking out current applicants
on Facebook. However, viewing an applicant’s social media profile can be problem-
atic, as it may reveal information on things like religion, race, and sexual orienta-
tion.8! Some states forbid employers from requiring or even requesting employees’ or
applicants’ passwords. It’s therefore sensible to put in place policies restricting who
can check out candidates online and how they can do it. And supervisors should
think twice about doing such checking themselves. m

Defenses Against Discrimination Allegations

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

Discrimination law distinguishes between disparate treatment and disparate
impact. Disparate treatment means intentional discrimination. Disparate treatment
“exists where an employer treats an individual differently because that individual is
a member of a particular race, religion, gender, or ethnic group.”®* A rule that says
“we don’t hire 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 under Title VII than on other employees, regardless of intent.”%* 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 prac-
tice (such as requiring a college degree) creates an adverse impact—a significant
disparity—between the proportion of (say) minorities in the available labor pool
and the proportion you hire. Thus, disparate impact allegations require showing
that the act produced 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). Adverse impact “refers to the total employment process that results
in a significantly higher percentage of a protected group in the candidate popula-
tion being rejected for employment, placement, or promotion.”®* Then the burden
of proof shifts to the employer.

The Central Role of Adverse Impact

Showing that one of the employer’s employment practices or policies has an adverse
impact therefore plays a central role in discriminatory practice allegations.®> Under
Title VII and CRA 1991, a person who believes that (1) he or she was a victim of un-
intentional discrimination because of an employer’s practices need only (2) establish
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a prima facie case of discrimination. This means showing, for instance, that the em-
ployer’s selection procedures (like requiring a college degree for the job) did have an
adverse impact on the protected minority group.

So, for example, if a minority applicant feels he or she was a victim of dis-
crimination, the person need only show that the employer’s selection process
resulted in an adverse impact on his or her group. (For example, if 80% of the
white applicants 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 five methods
to show that one of an employer’s procedures (such as a selection test) has an adverse
impact on a protected group.

DISPARATE REJECTION RATES The disparate rejection rate method compares the
rejection rates for a minority group and another group (usually the remaining
nonminority applicants).3

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 evi-
dence of adverse impact, while a greater than four-fifths rate will generally not be
regarded as evidence of adverse 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.®’

THE STANDARD DEVIATION RULE  Similarly, the courts have used the standard deviation
rule to confirm adverse impact. (The standard deviation is a statistical measure of
variability. It is a measure of the dispersion of a set of data from its mean. Suppose we
calculate the average height of students in your management class. In simplest terms,
the standard deviation helps to describe, among other things, how wide a range there
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restricted policy

Another test for adverse impact,
involving demonstration that an
employer’s hiring practices exclude a
protected group, whether intention-
ally or not.

is in height between the shortest and tallest students and the class’s average student
height.) In selection, 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 deviations.

Consider this example. Suppose 300 applicants apply for 20 openings; 80 of
the applicants are women, and the other 220 are men. We use our screening pro-
cesses and hire 2 females and 18 males. Did our selection process have an adverse
impact? To answer this, we can compute the standard deviation:

(Number of (Number of
minority applicants)  non-minority applicants) )
D = X —. .
S (Number of (Number of (Number of applicants selected)
total applicants) total applicants)
In our case:

SD = \/(80 x 220 20> = V/(0.2667 X 0.7333 X 20)

300 300
= V3911 = SD = 1977

In our example, women are 26% (80/300) of the applicant pool. We should therefore
expect to hire 26% of the 20 people hired, or about 5 women. We actually hired 2
women. The difference 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 (disparate) impact. In our example, the standard deviation is 1.977.
Again, the standard deviation rule holds that as a rule of thumb, the difference be-
tween the numbers of minority candidates we would have expected to hire and whom
we actually hired should be less than two standard 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.)3®

RESTRICTED PoLICY The restricted policy approach means demonstrating that the
employer’s policy intentionally or unintentionally excluded members of a protected
group. Here the problem is usually obvious—such as policies against hiring guards
less 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.

“Labor market,” of course, varies with the job. For some jobs, such as secretary,
it makes sense to compare the percentage of minority employees with the percentage
of minorities in the surrounding community, since they will come from that commu-
nity. But determining whether an employer has enough black engineers might 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 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 comparisons) to test whether an employer’s policies
or actions have the effect of unintentionally screening out disproportionate numbers
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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
applicants. 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
seeking applicants;

3. that, despite this qualification, he or she was rejected; and

4. that, after his or her rejection, the position remained open and the employer
continued seeking applications from persons with the complainant’s
qualifications.

If the plaintiff meets all these conditions, then a prima facie case of disparate
treatment is established. At that point, the employer must articulate a legitimate non-
discriminatory 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.

ADVERSE IMPACT EXAMPLE  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 feels 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 procedure (such as the selection
test) had an adverse impact on members of his or her minority group. The plaintiff
can apply five approaches here. These are disparate rejection rates, the standard
deviation rule, restricted policy, population comparisons, and, for disparate treat-
ment cases, the McDonnell-Douglas test. Once the person proves adverse impact (to
the court’s satisfaction), the burden of proof shifts to the employer. The employer
must defend against the discrimination charges.

There is nothing in the law that says that because your procedure has an adverse
impact on a protected group, you can’t use it. 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 the employer must
defend use of the procedure.

There are then two basic defenses employers use to justify an employment prac-
tice that has an adverse impact on members of a minority group: the bona fide occu-
pational qualification (BFOQ) defense and the business necessity defense.

Bona Fide Occupational Qualification
An employer can claim that the employment practice is a bona fide occupational quali-
fication (BFOQ) for performing the job. Title VII specifically permits this defense. 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 operation 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 intentional discrimina-
tion, rather than to disparate impact (unintentional) cases. As a practical matter, employ-
ers use it mostly as a defense against charges of intentional discrimination based on age.

AGE AS A BFOQ The Age Discrimination in Employment Act (ADEA) permits
disparate treatment in those instances when age is a BFOQ.¥ For example, age is a
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BFOQ when the Federal Aviation Agency sets a compulsory retirement age of 65
for commercial pilots.”® Actors required for youthful or elderly roles suggest other
instances when age may be a BFOQ. However, courts set the bar high: The reason
for the age limit must go to the essence of the business. A court said a bus line’s
maximum-age hiring policy for bus drivers was a BFOQ. The court said the essence of
the business was safe transportation of passengers, and, given that, the employer could
strive to employ the most qualified persons available.’!

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. But again, courts
construe this defense very narrowly.

GENDER AS A BFOQ Gender may be a BFOQ for positions like actor, model, and
restroom attendant requiring physical characteristics possessed by one sex. However,
for most jobs today, it’s difficult to claim that gender is a BFOQ. For example,
gender is not a BFOQ just because the position requires lifting heavy objects. A
Texas man filed a complaint against Hooters of America alleging 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 ensure profitability”
and so was limiting hiring to females.””> Hooters argued a BFOQ defense 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 an overriding business purpose for the discriminatory practice and that the prac-
tice is therefore acceptable.

It’s not easy to prove business necessity.”> 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 business necessity “must not only directly fos-
ter safety and efficiency” but also be essential to these goals.”* Furthermore, “the business
purpose must be sufficiently compelling to override any racial impact....”>

However, many employers use 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 adverse 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 unqualified candidates, the selection standards were a business necessity
and were job related.”®

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.”’

Attempts by employers to show that their selection tests or other employment
practices are valid are examples of the business necessity defense. Here the employer
must show that the test or other practice is job related—in other words, that it is a valid
predictor 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
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business necessity. 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 6 ex-
plains validation. The following Know Your Employment Law feature sums up how
to apply all this.

KNOW YOUR EMPLOYMENT LAW
Examples of What You Can and Cannot Do

Before proceeding, we should review what federal fair employment laws allow (and
do not allow) you to say and do.

Federal laws like Title VII usually dont 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 members
of some protected group,” it’s not the questions but their impact.”® Thus, illustrative in-
quiries and practices like those 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 discriminatory). 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.

But, in practice, there are two reasons to avoid such questions. 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.

Let’s look now at some of the potentially discriminatory practices to avoid.””

Recruitment

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

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

Help-Wanted Ads “Help wanted—male” and “help wanted—female” ads are
violations unless gender is a bona fide occupational qualification for the job. The
same applies to ads that suggest age discrimination. For example, you cannot
advertise for a “young” man or woman.

Selection Standards

Educational Requirements Courts have found educational qualifications to be illegal
when (1) minority groups are less likely to possess the educational qualifications
(such as a high school degree) and (2) such qualifications are also not job related.
However, there may be jobs for which educational requirements (such as college
degrees for pilot candidates) are a necessity.

Tests Courts deem tests unlawful if they disproportionately screen out minorities
or women and they are not job related. According to a former U.S. Supreme Court
Chief Justice,

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 rea-
sonable measure of job performance.
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The employer must be prepared to show that the test results are job related—for in-
stance, that test scores relate to on-the-job performance.

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

Height, Weight, and Physical Characteristics Physical requirements such as
minimum height are unlawful unless the employer can show they’re job related. For
example, a U.S. Appeals Court upheld a $3.4 million jury verdict against Dial Corp.
Dial rejected 52 women for entry-level jobs at a meat-processing plant because they
failed strength tests, although strength was not a job requirement.'”’ Maximum
weight rules generally don’t trigger adverse legal rulings. To qualify for reasonable
accommodation, obese applicants must be at least 100 pounds above their ideal
weight or there must be a physiological cause for their disability. However, legalities
aside, managers should be vigilant.!°! Studies show that obese individuals are less
likely to be hired, less likely to receive promotions, more likely to get undesirable sales
assignments, and more likely to receive poor customer service.!??

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.

Application Forms Employment applications generally shouldn’t contain questions
about applicants’ disabilities, workers’ compensation history, age, arrest record,
or U.S. citizenship. It’s generally best to collect personal information required for
legitimate reasons (such as emergency contact) after you hire the person.!%

Discharge Due to Garnishment Disproportionate numbers of minorities suffer
garnishment procedures (in which creditors make a claim to some of the person’s
wages). Therefore, firing a minority member whose salary is garnished is illegal,
unless you can show some overriding business necessity.

Sample Discriminatory Promotion, Transfer, and Layoff Practices

Fair employment laws protect not just job applicants but also current employees. For
example, the Equal Pay Act requires that equal wages be paid for substantially similar
work performed by men and women. Therefore, courts may hold that any employment
practices regarding pay, promotion, termination, discipline, or benefits that

1. are applied differently to different classes of persons,

2. adversely impact members of a protected group, and

3. cannot be shown to be required as a BFOQ or business necessity are illegally
discriminatory.

Personal Appearance Regulations and Title VII Employees sometimes file suits
against employers’ dress and appearance codes under Title VII. They usually claim
sex discrimination, but sometimes claim racial or even religious discrimination. A
sampling of court rulings follows:'%

e Dress. In general, employers do not violate the Title VII ban on sex bias by re-
quiring all employees to dress conservatively. For example, a supervisor’s sugges-
tion that a female attorney tone down her attire was permissible when the firm
consistently sought to maintain a conservative dress style and counseled men to
dress conservatively. However, Alamo Rent-A-Car lost a case when it tried to
prevent a Muslim woman employee from wearing a headscarf.
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e Hair. Courts usually favor employers here. For example, employer rules against
facial hair do not constitute sex discrimination because they discriminate only
between clean-shaven and bearded men, discrimination not qualified as sex bias
under Title VII. Courts have also rejected arguments that prohibiting cornrow
hairstyles infringed on black employees’ expression of cultural identification.

e Uniforms. When it comes to discriminatory uniforms and/or suggestive attire,
however, 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.'%

e 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 Red Robin Gourmet Burgers. The company in-
sisted he cover his tattoos at work; he refused. Red Robin settled the suit after the
waiter claimed that covering the tattoos would be a sin based on his religion.'” m

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

¢y Talk About It 1: Have you ever had an experience in which an employer apparently violated one
or more of the guidelines above—for example, told you to change your hairstyle—or have you ever
simply noticed a violation (such as a store posting a sign that said “delivery boy wanted”)? What was
your reaction? What did you do? Are there situations in which the employer may have been within
the law to do what he or she did?

Finally, keep three other things in mind:

1. Good intentions are no excuse. As the Supreme Court held in the Griggs case,
Good intent or absence of discriminatory intent does not redeem procedures
that operate as built-in headwinds for minority groups and are unrelated to
measuring job capability.

2. One cannot claim that a union agreement necessitates some discriminatory
practice. Equal employment opportunity laws prevail.!%®

3. A strong defense is not your only recourse. The employer can agree to eliminate the
illegal practice and (when required) to compensate the people discriminated against.

The EEOC Enforcement Process

Even careful employers eventually face employment discrimination claims and have to
deal with the EEOC.!?’ All managers (not just human resource managers) play roles
in this process. Figure 2-3 provides an overview of this EEOC enforcement process.!!

o File Charge. The process begins when someone files a claim with the EEOC.
Either the aggrieved person or a member of the EEOC who has reasonable
cause to believe that a violation occurred must file the claim in writing and under
oath."'" Under CRA 1991, the discrimination claim must be filed within 300
days (when there is a similar state law) or 180 days (where there is no similar state
law) after the alleged incident took place (2 years for the Equal Pay Act).'!? The
U.S. Supreme Court, in Ledbetter v. Goodyear Tire & Rubber Company, held that
employees claiming Title VII pay discrimination must file their claims within 180
days of when they first receive the allegedly discriminatory pay. Congress then
passed, and President Obama signed, the Lilly Ledbetter Fair Pay Act into law.
Employees can now file such claims anytime, as long as they’re still receiving an
“infected” paycheck. (In fiscal year 2012, individuals filed 99,412 charges with the
EEOC:; the two largest categories were for retaliation [37,836 charges] and racial
discrimination [33,512].''3) One may obtain employment practices liability insur-
ance against discrimination claims.
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FIGURE 2-2 The EEOC
Charge-Filing Process

Note: Parties may settle at any time.

Source: Based on www.eeoc.gov.
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Questions to
Ask When an Employer
Receives Notice That the
EEOC Has Filed a Bias Claim

Source: Based on Bureau of
National Affairs, Inc., “Fair
Employment Practices: Sum-
mary of Latest Developments,”
January 7, 1983, p. 3; Kenneth
Sovereign, Personnel Law (Up-
per Saddle River, NJ: Prentice
Hall, 1999), pp. 36-37; Equal
Employment Opportunity Com-
mission, “The Charge Handling
Process,” http://www.eeoc.gov/
employers/process.cfm, accessed
August 30, 2013.
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1. Exactly what is the charge, and is your company covered by the relevant statutes? (For example,
Title VIl and the Americans with Disabilities 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 EEOC?

2. What protected group does the employee belong to?

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

4. Are there any obvious 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, calendars, posters, screensavers,
and so on, on display in the company?

6. In terms of the practicality of defending your company against this claim, who are the supervisors
who actually took the allegedly discriminatory actions, and how effective will they be as potential
witnesses? Have you received an opinion from legal counsel regarding the chances of prevailing?

o Charge Acceptance. The EEOC’s common practice is to accept a charge and
orally refer it to the state or local agency on behalf of the charging party. If the
agency waives jurisdiction or cannot obtain a satisfactor;/ solution, the EEOC
processes it upon the expiration of the deferral period.!!

o Serve Notice. After a charge is filed (or the state or local deferral period has
ended), the EEOC has 10 days to serve notice on the employer. Attorneys
advise against submitting lengthy statements in response to a charge. Instead,
provide a concise explanation describing why the actions were lawful.'1
Figure 2-4 lists some questions to ask after receiving a bias complaint from
the EEOC.

o Investigationl/Fact-Finding Conference. The EEOC then investigates the
charge to determine whether there is reasonable cause to believe it is true; it has
120 days to decide.!'” Early in the investigation, the EEOC holds an initial fact-
finding conference. The EEOC’s focus here is often to find weak spots in each
party’s position. It uses these to push for a settlement.

e CauselNo Cause. If it finds no reasonable cause, the EEOC must dismiss the
charge, and must issue the charging party a Notice of Right to Sue. The person
then has 90 days to file a suit on his or her own behalf.

o Conciliation. 1f the EEOC does find cause, it has 30 days to work out a concili-
ation agreement. The EEOC conciliator meets with the employee to determine
what remedy would be satisfactory. It then tries to negotiate a settlement with
the employer.

e Notice to Sue. If this conciliation is not satisfactory, the EEOC may bring a civil
suit in a federal district court, or issue a Notice of Right to Sue to the person who
filed the charge.

Voluntary Mediation

The EEOC refers about 10% of its charges to a voluntary mediation mechanism, “an
informal process in which a neutral third party assists the opposing parties to reach
a voluntary, negotiated resolution of a charge of discrimination.”!'® If the parties
don’t reach agreement (or one of the parties rejects participation), the EEOC pro-
cesses the charge through its usual mechanisms.'!

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 state-
ment” for the EEOC. If the employer does not mediate or make an offer, the posi-
tion statement is required. 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 procedures that are applicable; and the chronology of the
offense that led to the adverse action.


http://www.eeoc.gov/employers/process.cfm
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alternative dispute resolution
or ADR program

Grievance procedure that provides
for binding arbitration as the last
step.

Mandatory Arbitration of Discrimination Claims

Many employers, to avoid EEOC litigation, require applicants and employees
to agree to arbitrate such claims. The EEOC does not favor mandatory arbi-
tration. However, the U.S. Supreme Court’s decisions (in Gilmer v. Interstatel
Johnson Lane Corp. and similar cases) make it clear that “employment discrimi-
nation plaintiffs [employees] may be compelled to arbitrate their claims under
some circumstances.”'?! Given this, employers “may wish to consider inserting
a mandatory arbitration clause in their employment applications or employee
handbooks.”!??> To protect such a process against appeal, the employer should
institute 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.

Rockwell International has a grievance procedure that provides for binding
arbitration as the last step. Called (as is traditional) an alternative dispute resolu-
tion or ADR program, Rockwell gradually extended the program to all nonunion
employees at some locations. New hires at Rockwell must sign the agreement.
Current employees must si%n it prior to promotion or transfer. U.S. federal agencies
must have ADR programs.'>> ADR plans are popular, although the EEOC generally
prefers mediation for handling bias claims.!?*

The accompanying HR Tools feature provides some guidelines to follow in

addressing EEOC claims.

D IMPROVING PERFORMANCE: HR Tools for Line Managers and Small Businesses

Chances are the EEOC won't file a suit, but getting a notice saying it's investigating is still scary. Whether
you are managing one team or your own small business, every manager should know in advance what the
EEOC will be looking for and what to do. A checklist follows.'?°

During the EEOC Investigation:

Conduct your own investigation to get the facts.

Ensure that there is information in the EEOC’s file demonstrating lack of merit of the charge.

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

Get as much information as possible about the charging party’s claim.

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

happened? Who was involved?

Remember that the EEOC can only ask (not compel) employers to submit documents and ask for the

testimony of witnesses under oath.

v Give the EEOC a position statement. It should contain words to the effect that “the company
has a policy against discrimination and would not discriminate in the manner charged in the
complaint.”

v Support the statement with documentation.

AN N NN

AN

During the Fact-Finding Conference:

v Because the only official record is the notes the EEOC investigator takes, keep your own records.

v Bring an attorney.

v Make sure you are fully informed of the charges and facts of the case.

v Before appearing, witnesses (especially supervisors) need to be aware of the legal significance of the
facts they will present.

During the EEOC Determination and Attempted Conciliation:

v If there is a finding of cause, review it carefully, and point out inaccuracies in writing to the EEOC.

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

v Conciliate prudently. If you have properly investigated the case, there may be no real advantage in
settling at this stage.

v Remember: Odds are that no suit will be filed by the EEOC.

Finally, prudent supervisors should keep two other things in mind. First, know that courts may hold you
personally liable for your actions. Management malpractice is aberrant managerial conduct that has seri-
ous consequences for the employee’s personal or physical well-being, or that “exceeds all bounds usually
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LEARNING OBJECTIVE 2-5

Discuss why diversity manage-
ment is important and how to
install a diversity management
program.

diversity

The variety or multiplicity of demo-

graphic features that characterize a
company'’s workforce, particularly in
terms of race, sex, culture, national

origin, handicap, age, and religion.

stereotyping

Ascribing specific behavioral traits to
individuals based on their apparent
membership in a group.

discrimination

Taking specific actions toward or
against a person based on the
person’s group.

tokenism

When a company appoints a small
group of women or minorities to
high-profile positions, rather than
more aggressively seeking full repre-
sentation for that group.

ethnocentrism

The tendency to view members of
other social groups less favorably
than members of one’s own group.

gender-role stereotypes

The tendency to associate women
with certain (frequently nonmanage-
rial) jobs.
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tolerated by society.” 126 In one outrageous example, the employer demoted a manager to janitor and took
other steps to humiliate him. The jury awarded the man millions. Supervisors who commit management
malpractice may be personally liable for paying some of the judgment.

Second, retaliation is illegal. The EEOC says, “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 because they participated in a discrimination investigation or lawsuit.” >’ Retaliation is the most com-
mon charge filed with the EEOC."?® In one case, the employee complained to the employer that she
was paid less than male counterparts. The employer soon fired her fiancé. Finding for the employee, the
U.S. Supreme Court decision said, “A reasonable worker might be dissuaded from engaging in protected
activity” if she knew that her fiancé would be fired.'?° m

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

¢y Talk About It 2: Check with the EEOC’s website and compile a list of the biggest financial settle-
ments this past year for retaliation claims. About how much was the average claim? What you would
do to avoid doing something that prompted the EEOC to become interested in your company?

Diversity Management

White males no longer dominate the labor force. Women and minorities will account for
most labor force growth in the near future.!** Employers today therefore often strive for
diversity not just because the law says they must but due to self-interest.'*! Diversity
means being diverse or varied and at work means having a workforce composed of two
or more groups of employees with various racial, ethnic, gender, cultural, national ori-
. . . . 132 . . . . .
gin, handicap, age, and religious backgrounds.' >~ We introduce diversity and diversity
management here, and then address them in features throughout the book.

Potential Threats to Diversity

Workforce diversity produces both benefits and problems for employers. Unmanaged,
it can produce behavioral barriers that reduce cooperation. Potential problems include:

e Stereotyping. Here someone ascribes specific behavioral traits to individuals
based on their apparent membership in a group.!3® For example, “older people
can’t work hard.” Prejudice is a bias toward prejudging someone based on that
person’s traits, as in “we won'’t hire him because he’s old.” Some people’s biases
are subconscious. To check, try asking questions like, “Do I typically hire the
same type of person?” and “To whom do I generally assign the best projects?””!34

e Discrimination is prejudice in action. It means taking specific actions toward
or against the person based on the person’s group.'*> Of course, it’s generally
illegal to discriminate at work based on someone’s age, race, gender, disability,
or national origin. But in practice, discrimination may be subtle. For example,
many argue that a “glass ceiling,” enforced by an “old boys’ network” (friend-
ships built in places like exclusive clubs), hinders women from reaching top
management. Discrimination against Muslim employees is prohibited under
Title VII. The number of such charges in rising quickly.'3®

e Tokenism means a company appoints a small group of women or minorities to
high-profile positions, rather than more aggressively seeking full representation
for that group.'?’

e Ethnocentrism is the tendency to view members of other social groups less
favorably than one’s own. Thus, 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.'*8

e Discrimination against women goes beyond glass ceilings. Working women also
confront gender-role stereotypes, the tendency to associate women with cer-
tain (frequently nonmanagerial) jobs.

On the other hand, diversity can be an engine of performance, as the following feature
shows.
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managing diversity
Maximizing diversity's potential
benefits while minimizing its poten-
tial barriers.

D IMPROVING PERFORMANCE: HR as a Profit Center

Diversity can actually drive higher profits. In one study, researchers examined the diversity climate in 654
stores of a large U.S. retail chain. They defined diversity climate as the extent to which employees in the
stores said the firm promotes equal opportunity and inclusion. They found the highest sales growth in stores
with the highest pro-diversity climate, and the lowest in stores where subordinates and managers reported
less hospitable diversity climates.'® Another study found racial discrimination to be related negatively to
employee commitment, although organizational efforts to support diversity reduced such negative effects.'*°

More than 50 of the largest U.S. companies, including GE, Microsoft, and Walmart, recently filed briefs
with the U.S. Supreme Court arguing that affirmative action produces increased sales and profits. Thus,
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.'! m

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

¢y Talk About It 3: What do you think accounts for the fact that diversity apparently seems to
produce higher profits? Do you think that would always be the case? Why or why not?

Managing Diversity

The key to deriving such benefits is properly managing diversity’s potential problems.
Managing diversity means maximizing diversity’s potential benefits while minimiz-
ing the potential problems—such as prejudice—that can undermine cooperation.
In practice, diversity management involves both compulsory and voluntary actions.
However, compulsory actions (particularly EEO law compliance) can’t guarantee
cooperation. Managing diversity therefore usually relies on taking voluntary steps to
encourage employees to work together productively.!+?

Typically, this starts at the top. The employer institutes a diversity management
program. A main aim is to make employees more sensitive to and better able to adapt
to individual cultural differences.

Here one writer advocates a four-step “AGEM” diversity training process:
Approach, Goals, Executive commitment, and Mandatory attendance. First,
determine if diversity training is the solution or if some other approach is more advis-
able. If training is the solution, then set measurable program goals, for instance, hav-
ing training participants evaluate their units’ diversity efforts. Next, make sure a high-
visibility executive commits to the program. Finally, make training mandatory.'*?

To expand on this, five sets of voluntary organizational activities often constitute
such company-wide diversity management programs: 44

Provide strong leadership. Companies with exemplary reputations in managing
diversity typically have CEOs who champion the cause of diversity. Leadership
here means, for instance, becoming a role model for the behaviors required for
the change. One study concluded that top managers who excelled at creating
inclusive organizations were also those who were personally passionate about
encouraging inclusion and diversity.'+

Assess the situation. One study found that the most common tools for
assessing a company’s diversity include equal employment hiring and reten-
tion metrics, employee attitude surveys, management and employee evalua-
tions, and focus groups.

Provide diversity training and education. The most common starting point for a
diversity management effort is usually some type of employee education program.

Change culture and management systems. Combine education programs with
other concrete steps aimed at changing the organization’s culture and management
systems. For example, change the performance appraisal procedure to appraise
supervisors based partly on their success in reducing intergroup conflicts.

Evaluate the diversity management program. For example, do employee attitude
surveys now indicate any improvement in employees’ attitudes toward diversity?



good-faith effort strategy

An affirmative action strategy that
emphasizes identifying and eliminat-
ing the obstacles to hiring and pro-
moting women and minorities, and
increasing the minority or female
applicant flow.
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McDonald’s Corp. doesn’t call its diversity program a “program” at all—because it
says diversity management should be an ongoing effort. At McDonald’s, employee
attendance at the company’s Intercultural Learning Lab facilitates dialogue and com-
munication among employees.146

One expert helps turn high-potential minority employees into senior leaders; he
says employers tend to make four mistakes when cultivating minorities for higher
positions. Rather than centralizing diversity management, they distribute diversity
tasks among various recruiting teams, while limiting their diversity departments
primarily to retention and inclusiveness; the solution here is more central direction.
They focus on “inputs” such as mentoring programs, rather than on outcomes such
as the number of diversity candidates who gained promotions; goal setting is one
solution. They focus on “fixing the culture,” which is typically a multiyear process;
cultural change should be just one element of the process. Finally, they often staff
their diversity departments with new minority employees; the solution is to rotate
high-performance minority or nonminority line executives into diversity roles.'*’

The following HR as a Profit Center feature provides another example of diver-
sity management’s benefits.

D IMPROVING PERFORMANCE: HR as a Profit Center

Workforce diversity makes strategic sense. With strong top-management support, IBM created several mi-
nority task forces focusing on groups such as women and Native Americans. One effect of these teams has
been internal: In the 10 or so years since forming them, IBM has boosted the number of U.S.-born ethnic
minority executives by almost 2 2 times. 148

However, the firm’s diversity program also aided IBM’s strategy of expanding its markets and business
results. For example, one task force decided to focus on expanding IBM's market among multicultural and
women-owned businesses. It did this in part by providing “much-needed sales and service support to small
and midsize businesses, a niche well populated with minority and female buyers.”'4? As a direct result, this
IBM market grew from $10 million to more than $300 million in revenue in just 3 years. W

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete this discussion question.

¢y Talk About It 4: In terms of reducing costs and/or boosting sales, what other benefits do you
think diversity management could bring to an employer?

Implementing the Affirmative Action Program

Equal employment opportunity aims to ensure that anyone, regardless of race, color,
disability, sex, religion, national origin, or age, has an equal opportunity based on his
or her qualifications. Affirmative action means taking actions (in recruitment, hiring,
promotions, and compensation) to eliminate the current effects of past discrimination.

Affirmative action is still a significant workplace issue today. The incidences of
major court-mandated affirmative action programs are down, but courts still use
them. Furthermore, many employers must still engage in voluntary programs. For
example, Executive Order (EO) 11246 (issued in 1965) requires federal contractors
to take affirmative action to improve employment opportunities for grouops such as
women and racial minorities. It covers about 22% of the U.S. workforce.'?

Under guidelines such as EO 11246, the key aims of affirmative action programs
are (1) to use numerical analysis to determine which (if any) target groups the firm is
underutilizing relative to the relevant labor market, and (2) to eliminate the barriers
to equal employment. Many employers pursue these aims with a good-faith effort
strategy; this emphasizes identifying and eliminating the obstacles to hiring and pro-
moting women and minorities, and increasing the minority or female applicant flow.
Reasonable steps to take include those shown in Figure 2-5.

It’s useful to place recruiting ads on online minority-oriented job sites.
For example, Recruiting-Online.com lists dozens of online diversity candi-
date resources (www.recruiting-online.com/course55.html). Diversity candidate
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Diversity management can
blend a diverse workforce
into a close-knit and
productive community.

Jetta Productions/Getty Images

websites with job banks include the National Urban League, Hispanic Online,
Latino Web, Society of Hispanic Engineers, Gay.com, Association for Women in
Science, and Minorities Job Bank.

EMPLOYEE RESISTANCE  Avoiding employee resistance to affirmative action programs
is important. Here, studies suggest that current employees need to believe the
program is fair. Transparent selection procedures (making it clear what selection tools
and standards the company uses) help in this regard. Communication is also crucial.
Show that the program doesn’t involve preferential selection standards. Provide
details on the qualifications of all new hires (both minority and nonminority).
Justifications for the program should emphasize redressing past discrimination and
the practical value of diversity, not underrepresentation.

PROGRAM EVALUATION How can one tell if the diversity initiatives are effective? Some
commonsense questions can be asked:

o Are there women and minorities reporting directly to senior managers?
e Do women and minorities have a fair share of the jobs that are the traditional
stepping-stones to successful careers in the company?

Steps in
an Affirmative Action 1. Issue a written equal employment policy indicating that the firm is an equal employment oppor-
Program tunity employer and the employer’s commitment to affirmative action.
2. Demonstrate top-management support for the equal employment policy—for instance, appoint
a high-ranking EEO administrator.
3. Publicize internally and externally the equal employment policy and affirmative action
commitment.
4. Survey current minority and female employment by department and job classification to deter-
mine where affirmative action programs are especially desirable.
Carefully analyze employer human resources practices to identify and eliminate hidden barriers.
Review, develop, and implement specific HR programs to improve female and minority utilization.
Use focused recruitment to find qualified applicants from the target group(s).
Establish an internal audit and reporting system to monitor and evaluate progress.
Develop support for the affirmative action program, inside the company and in the community.

O 00 N o Wn



reverse discrimination

Claim that due to affirmative action
quota systems, white males are dis-
criminated against.

CHAPTER 2 ¢ EQUAL OPPORTUNITY AND THE LAW 57

e Do women and minorities have equal access to international assignments?

o Is the employer taking steps that ensure that female and minority candidates will
be in the company’s career development pipeline?

e Are turnover rates for female and minority managers the same or lower than
those for white males?

e Do employees report that they perceive positive behavior changes as a result of
the diversity efforts?'>>

Reverse Discrimination

Reverse discrimination means discriminating against nonminority applicants and
employees. Many court cases addressed these issues, but until recently, few consistent
answers 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 required 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 Ricciv. 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 minor-
ities for violating Title VIL.'>* The Court ruled in favor of the (predominantly white)
plaintiffs. In New Haven’s desire to avoid making promotions that might appear to ad-
versely impact minorities, Justice Kennedy wrote that “the city rejected the test results
solely because the higher scoring candidates were white.” The consensus of observers
was that the decision would make it harder for employers to ignore the results obtained
by valid tests, even if the results disproportionately impact minorities.'>*

The bottom line seems to be that employers should emphasize the external
recruitment and internal development of better-qualified minority and female
employees, “while basing employment decisions on legitimate criteria.”!>

Chapter Review

®
M)’M an agementLab Go to mymanagementlab.com to complete the problems marked with this icon. g9

Chapter Section Summaries

2-1. Several of the most important equal employment skills, effort, and responsibility and are per-
opportunity laws became law in the period from formed under similar working conditions.
1964 to 1991. e The Age Discrimination in Employment Act
e Of these, Title VII of the 1964 Civil Rights Act of 1967 made it unlawful to discriminate
was pivotal, and states that an employer can- against employees or applicants who are
not discriminate based on race, color, religion, between 40 and 65 years of age.
sex, or national origin. This act established the e The Vocational Rehabilitation Act of 1973
Equal Employment Opportunity Commission, requires most employers with federal contracts
and covers most employees. to take affirmative action when employing

e Under the Equal Pay Act of 1963 (amended in handicapped persons.
1972), it is unlawful to discriminate in pay on e The Pregnancy Discrimination Act of 1978

the basis of sex when jobs involve equal work, prohibits using pregnancy, childbirth, or
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2-2.

2-3.
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related medical conditions to discriminate in
hiring, promotion, suspension, or discharge
or in any term or condition of employment.

e The EEOC, Civil Service Commission,
Department of Labor, and Department of
Justice together issued Uniform Guidelines
that set forth “highly recommended” proce-
dures regarding HR activities like employee
selection, record keeping, and preemploy-
ment inquiries.

e One of the most important cases during this
early period was Griggs v. Duke Power Com-
pany. Here, Chief Justice Burger held that in
employment, discrimination does not have to
be overt to be illegal, and an employment prac-
tice that discriminates must be job related.

Equal employment law continues to evolve, with

important new legislation being enacted since

1990-1991.

e The Civil Rights Act of 1991 reversed the
effects of several Supreme Court rulings—for
instance, underscoring that the burden of
proof is the employer’s once a plaintiff estab-
lishes possible illegal discrimination.

e The Americans with Disabilities Act prohibits
employment discrimination against qualified
disabled individuals. It also says employers
must make “reasonable accommodations” for
physical or mental limitations unless doing so
imposes an “undue hardship” on the business.

e Although Title VII made sexual harassment
at work illegal, the Federal Violence Against
Women Act of 1994 provided women with
another way to seek relief for (violent) sexual
harassment. Basically, sexual harassment re-
fers to unwelcome sexual advances, requests
for sexual favors, and other verbal or physical
conduct of a sexual nature that takes place,
for instance, when such conduct is made
either explicitly or implicitly a term or condi-
tion of an individual’s employment. Three
main ways to prove sexual harassment include
quid pro quo, hostile environment created by
supervisors, and hostile environment created
by coworkers who are not employees.

Employers use various defenses against dis-

crimination allegations. In defending themselves

against discrimination allegations, employers

2-5.

need to distinguish between disparate treatment
(intentional discrimination) and disparate impact
(a policy that has an adverse impact regardless
of intent). Plaintiffs show adverse impact by the
standard deviation rule or by showing disparate
rejection rates, restricted policy, or population
comparisons, or by applying the McDonnell-
Douglas test. Employers defend themselves by
showing that the employment practice is a bona
fide occupational qualification (for instance, gen-
der is a BFOQ for a position such as model). Or
they may defend themselves by using the business
necessity defense, which requires showing that
there is an overriding business purpose.

Given this, it is useful to have a working
knowledge of discriminatory employment prac-
tices. For example, in recruitment, employers
no longer use “help wanted—male” ads and
endeavor to ensure that educational requirements
are necessary to do the job. Similarly, in promo-
tion and transfer, the Equal Pay Act requires
that equal wages be paid for substantially similar
work performed by men and women.

. All managers play an important role in the

EEOC enforcement process. The basic steps in
this process include filing the charge, charge ac-
ceptance by the EEOC, serving notice on the
employer, the investigation/fact-finding confer-
ence, a finding of cause/no cause, conciliation
efforts, and (if necessary) a notice to sue. The
EEOC refers about 10% of its charges to volun-
tary mediation mechanisms.

With an increasingly diverse workforce, diversity
management is a key managerial skill. Managing
diversity means maximizing diversity’s potential
benefits while minimizing the potential barriers. In
one typical approach, the steps include providing
strong leadership, assessing the situation, provid-
ing diversity training and education, changing the
culture and management systems, and evaluating
the diversity management program’s results. Af-
firmative action generally means taking actions to
eliminate the present effects of past discrimination.
Many employers still pursue voluntary, good-faith
effort strategies in identifying and eliminating the
obstacles to hiring and promoting women and
minorities, while some employers are under court-
mandated requirement to do so.

Discussion Questions

& 2-1. What important precedents were set by the

Griggs v. Duke Power Company case? The
Albemarle v. Moody case?

& 2-2. Explain each of the four examples of a bona fide

occupational qualification.

2-3.

2-4.

What is sexual harassment? How can an
employee prove sexual harassment?
What is the difference between disparate
treatment and disparate impact?
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Individual and Group Activities

2-5. Working individually or in groups, respond to
these 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.

. Working individually or in groups, discuss

how you would set up an affirmative action

program.

Compare and contrast the issues presented in

Bakke with more recent court rulings on affirma-

tive action. Working individually or in groups,

discuss the current direction of affirmative
action.

Working individually or in groups, write a one-

page paper titled “What the Manager Should

Know About How the EEOC Handles a Person’s

Discrimination Charge.”

Explain the difference between affirmative action

and equal employment opportunity.

2-7.

2-8.

2-9.

2-10. Assume you are the manager in a small restau-
rant; you are responsible for hiring employees,
supervising them, and recommending them for
promotion. Working individually or in groups,
compile a list of potentially discriminatory man-
agement practices you should avoid.

2-11. Appendices A and B at the end of this book

oVLe, (pages 612-629) list the knowledge some-
2 o one studying for the HRCI (Appendix A)
or SHRM (Appendix B) certification exam
needs to have in each area of human resource
management (such as in Strategic Management,
and Workforce Planning). In groups of several
students, do four things: (1) review Appendix A
and/or B; (2) identify the material in this chapter
that relates to the Appendix A and/or B required
knowledge lists; (3) write four multiple-choice
exam questions on this material that you believe
would be suitable for inclusion in the HRCI exam
and/or the SHRM 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.

Experiential Exercise

"Space Cadet” or Victim?

Discrimination lawsuits are rarely simple, because the
employer will often argue that the person was fired due to
poor performance rather than discrimination. So, there’s
often a “mixed-motive” element to such situations.
The facts of a case illustrate this (Burk v. California
Association of Realtors, California Court of Appeals,
number 161513, unpublished, 12/12/03). The facts
were as follows. The California Association of Realtors
maintained a hotline service to provide legal advice to
real estate agents. One of the 12 lawyers who answered
this hotline was a 61-year-old California attorney who
worked there from 1989 to 2000. Until 1996 he received
mostly good reviews. At that time, association members
began filing complaints about his advice. His supervisor
told him to be more courteous.

Two years later, association members were still com-
plaining about this individual. Among other things,
association members who called in filed complaints
referring to him as “a space cadet” and “incompetent.”
Subsequently, his supervisor contacted six association
members whom the 61-year-old lawyer had recently
counseled; five of the six said they had had bad experi-
ences. The association fired him for mistreating associa-
tion members and providing inadequate legal advice.

The 61-year-old lawyer sued the association, claiming
that the firing was age related. To support his claim, he
noted that one colleague had told him that he was “prob-
ably getting close to retirement” and that another col-
league had told him he was “getting older.” The appeals
court had to decide whether the association fired the
61-year-old lawyer because of his age or because of his
performance.

Purpose: The purpose of this exercise is to provide
practice in analyzing and applying knowledge of equal
opportunity legislation to a real problem.

Required Understanding: Be thoroughly familiar with the
material presented in this chapter. In addition, read the
preceding “space cadet” case on which this experiential
exercise is based.

How to Set Up the Exercise/Instructions:
e Divide the class into groups.
e Each group should develop answers to the following
questions:
2-12. Based on what you read in this chapter,
on what legal basis could the 61-year-old
California attorney claim he was a victim of
discrimination?
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2-13. On what laws and legal concepts did the em-
ployer apparently base its termination of this
61-year-old attorney?

Based on what laws or legal concepts could you
take the position that it is legal to fire someone
for poor performance even though there may

be a discriminatory aspect to the termination?
(This is not to say that there necessarily was
such a discriminatory aspect with this case.)

If you were the judge called on to make a deci-
sion on this case, what would your decision be,
and why?

2-14.

2-15.

Application Case

An Accusation of Sexual Harassment
in Pro Sports

The jury in a sexual harassment suit brought by a former high-ranking
New York Knicks basketball team executive awarded her more than
$11 million in punitive damages. Officials of Madison Square Gar-
den (which owns the Knicks) said they would appeal the verdict.
However, even if they were to win on appeal (which one University
of Richmond Law School professor said was unlikely), the case still
exposed the organization and its managers to a great deal of unfa-
vorable publicity.

The federal suit pitted Anucha Browne Sanders, the Knicks' senior vice
president of marketing and business operations (and former Northwest-
ern University basketball star), against the team’s owner, Madison Square
Garden, and its president, Isiah Thomas. The suit charged them with sex
discrimination and retaliation. Ms. Browne Sanders accused Mr. Thomas of
verbally abusing and sexually harassing her over a 2-year period. She said
the Garden fired her about a month after she complained to top man-
agement about the harassment. At the trial, the Garden cited numerous
explanations for the dismissal, saying she had “failed to fulfill professional
responsibilities.” At a news conference, Browne Sanders said that Thomas
“refused to stop his demeaning and repulsive behavior and the Garden
refused to intercede.” Mr. Thomas vigorously insisted he was innocent.
According to one report of the trial, her claims of harassment and verbal
abuse had little corroboration from witnesses, but neither did the Garden’s
claims that her performance had been subpar. After the jury decision came

Continuing Case

Carter Cleaning Company

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 manage-
ment practices and procedures.

One problem that particularly concerned her was the lack of
attention to equal employment matters. Each store manager indepen-
dently handled virtually all hiring; the managers had received no train-
ing regarding such fundamental matters as the types of questions they
should not ask of job applicants. It was therefore not unusual 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 applicants to be

e The court’s decision follows, so please do not read
this until you’ve completed the exercise.

In this case, the California State Appeals court held
that “the only reasonable inference that can be drawn
from the evidence is that [plaintiff] was terminated
because he failed to competently perform his job of
providing thorough, accurate, and courteous legal advice
to hotline callers.”

Based on “On Appeal, Hotheaded Hotline Lawyer Loses Age, Disability
Discrimination Claims,” BNA Human Resources Report, January 12, 2004,
p-17.

in, Browne Sanders’s lawyers said, “This [decision] confirms what we've
been saying all along, that [Browne Sanders] was sexually abused and fired
for complaining about it.” The Garden’s statement said, in part, “We look
forward to presenting our arguments to an appeals court and believe they
will agree that no sexual harassment took place.”

Questions

2-16. Do you think Ms. Browne Sanders had the basis for a sexual
harassment suit? Why?
From what you know of this case, do you think the jury
arrived at the correct decision? If not, why not? If so, why?
Based on the few facts that you have, what steps could
Garden management have taken to protect itself from liability
in this matter?
Aside from the appeal, what would you do now if you were
the Garden’s top management?
“The allegations against Madison Square Garden in this case raise
ethical questions with regard to the employer’s actions.” Explain
whether you agree or disagree with this statement, and why.

2-17.

2-18.

2-19.

2-20.

Sources: “Jury Awards $11.6 Million to Former Executive of Pro Based on
“Jury Awards $11.6 Million to Former Executive of Pro Basketball Team in
Harassment Case,” BNA Bulletin to Management, October 9, 2007, p. 323; Rich-
ard Sandomir, “Jury Finds Knicks and Coach Harassed a Former Executive,”
New York Times, www.nytimes.com/2007/10/03/sports/basketball/03garden.
html?em&ex  1191556800&en  41d47437f805290d&ei5087%0A  accessed
November 30, 2007. and “Thomas Defiant in Face of Harassment Claims,”
espn.com accessed November 30, 2007.

asked questions about arrest records and credit histories. Nonminority
applicants—three store managers were white males and three were
white females—were not asked these questions, as Jennifer discerned
from her interviews with the managers. Based on discussions with her
father, Jennifer deduced two reasons for the laid-back attitude toward
equal employment: (1) her father's lack of insight about the legal re-
quirements and (2) the fact that, as Jack Carter put it, “Virtually all our
workers are women or minority members anyway, so no one can come
in here and accuse us of being discriminatory, 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 store privately confided to her that their manager was making un-
welcome sexual advances toward them. One claimed he had threatened


http://www.nytimes.com/2007/10/03/sports/basketball/03garden.html?em&ex 1191556800&en 41d47437f805290d&ei5087%0A
http://www.nytimes.com/2007/10/03/sports/basketball/03garden.html?em&ex 1191556800&en 41d47437f805290d&ei5087%0A

to fire her unless she “socialized” with him after hours. And during a
fact-finding trip to another store, an older gentleman—he was 73 years
old—complained of the fact that although he had almost 50 years of
experience, he was paid less than people half his age in the same job.

Jennifer’s review of the stores resulted in the following questions.

Questions

2-21. Is it true, as Jack Carter claims, that “virtually all our workers
are women or minority members anyway, so no one can
come in here and accuse us of being discriminatory”?

2-22.

2-23.

2-24.

2-25.
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How should Jennifer and her company address the sexual
harassment charges and problems?

How should she and her company address the possible
problems of age discrimination?

Given the fact that each of its stores has only a handful of em-
ployees, is her company covered by equal rights legislation?
And finally, aside from the specific problems, what other
personnel management matters (application forms, training,
and so on) have to be reviewed given the need to bring them
into compliance with equal rights laws?

MyManagementlLab

Go to mymanagementlab.com for Auto-graded writing questions as well as the following

Assisted-graded writing questions:

2-26. Explain the main features of Title VII, the Equal Pay Act, the Pregnancy
Discrimination Act, the Americans with Disabilities Act, and the Civil Rights

Act of 1991.
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2-27. What are the two main defenses you can use in the event of a discriminatory

practice allegation, and what exactly do they involve?

2-28. MyManagementLab Only—comprehensive writing assignment for this chapter.

& Try It!

How would you apply the concepts and skills you learned in this chapter? If your professor has
assigned this, go to the Assignments section of mymanagementlab.com to complete the simulation:

HR and Diversity.

© PERSONAL INVENTORY ASSESSMENTS (2 @

Intercultural Sensitivity Scale
How sensitive to different cultures are you? Complete this assessment to learn more about your personality.

PERSONAL
INVENTORY
ASSESSMENT
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LEARNING OBJECTIVES

3 -I Explain with examples each of the seven steps
- in the strategic management process.

3 2 List with examples the main types of
- strategies.

3 3 Define strategic human resource management
- and give an example of strategic human
resource management in practice.

3 4 Give at least five examples of HR
- metrics.

3 5 Give five examples of what employers can do to
- have high-performance systems.

3 6 Describe how you would execute a program to
- improve employee engagement.

hen the Ritz-Carlton Company took over
Wmanaging the Portman Hotel in Shanghai,
China, the hotel already had a good reputation among
business travelers. However, many luxury hotels were
opening there. To stay competitive, the Portman’s
new managers decided to reposition the hotel with
a new strategy, one that emphasized outstanding
customer service. But they knew that improving the
service would require new employee behaviors, and
therefore new selection, training, and pay policies and
practices. We will see what they did.

Company’s
Strategic Goals

Employee Competencies
and Behaviors Required
for Company to Achieve
These Strategic Goals

ateg'\c and [q
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HR Policies and Practices
Required to Produce
Employee Competencies
and Behaviors




68 PART 1 e INTRODUCTION

LEARNING OBJECTIVE 3-1

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

The Strategic Management Process

Employers can’t intelligently design their human resource policies and practices with-
out understanding the role these policies and practices are to play in achieving their
companies’ strategic goals. In this chapter, we look at how managers design strategic
and human resource plans, and how they evaluate the results of their plans. We start
with an overview of the basic management planning process.

The Management Planning Process

The basic management planning process consists of five steps: setting objectives,
making basic planning forecasts, reviewing alternative courses of action, evaluating
which options are best, and then choosing and implementing your plan. A plan shows
the course of action for getting from where you are to the goal. Planning is always
“goal-directed” (such as, “double sales revenue to $16 million in fiscal year 2017”).

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 2017”). His or her vice presidents then set goals for their
units that flow from, and make sense in terms of accomplishing, the president’s goal
(see Figure 3-1). Then their own subordinates set goals, and so on down the chain.!

Policies and procedures provide 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 act. For example, “It is the policy
of this company to comply with all laws, regulations, and principles of ethical con-
duct.” Procedures spell out what to do if a specific situation arises. For example,

Any employee who believes this policy has been violated must report this
belief to the employee’s immediate supervisor. If that is not practical, the
employee should file a written report with the Director of Human Resources.
There is to be no retaliation in any form.?

Employers write their own policies and procedures, or adapt ones from existing
sources (or both). For example, most employers have employee manuals listing the
company’s human resource policies and procedures. A Google search would produce
many vendors of such policies and procedures.® They offer prepackaged HR policies
manuals covering appraisal, compensation, equal employment compliance, and other
policies and procedures.

President
“Double sales
revenue to $16
million in fiscal year
2017”

I
Y Y Y

Vice President of Vice President of
Sales Production
“Double sales in “Add one new

Vice President of
Human Resources

Y

Y Y Y Y

Sales Manager,
South Region

“Hire 4 new

Sales Manager,
East Region
“Triple sales to

Sales Manager,
West Region
“Move 6 Nevada

Recruiting
Manager
“Identify and attract

salespeople and

Sample Hierarchy of Goals Diagram for a Company

Training Manager
“Train 6 new
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strategic plan

The company’s plan for how it will
match its internal strengths and
weaknesses with external opportuni-
ties and threats in order to maintain
a competitive advantage.

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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What Is Strategic Planning?

As noted, the company’s hierarchy or chain of goals flows from top management’s
overall strategic plan for the company. A strategic plan is the company’s overall plan
for how it will match its internal strengths and weaknesses with its external opportu-
nities and threats in order to maintain a competitive position. The strategic planner
asks, “Where are we now as a business, and where do we want to be?” He or she then
formulates a strategic plan to help guide the company to the desired destination.*
When Yahoo! tries to figure out whether to sell its search business to concentrate
on offering more content, or when Apple branches out into selling watches, they are
engaged in strategic planning.

Strategic plans are similar to but not the same as business models. Those
investing in a business will ask top management, “What’s your business model?” A
business model “is a company’s method for making money in the current business
environment.” It pinpoints whom the company serves, what products or services
it provides, what differentiates it, its competitive advantage, how it provides its
product or service, and, most importantly, how it makes money.” For example,
Google doesn’t make money by requiring people to pay for searches; it makes
money by offering targeted paid advertisements based on what you're searching for.

A strategy is a course of action. Both PepsiCo and Coca-Cola face the same
basic problem—ypeople are drinking fewer sugared drinks. However, they each chose
different strategies to deal with this. PepsiCo diversified by selling more food items
like chips. Coca-Cola concentrated on sweet beverages, and on boosting advertising
to (hopefully) boost Coke sales.

Finally, strategic management is the process of identifying and executing the
organization’s strategic plan by matching the company’s capabilities (strengths and
weaknesses) with the demands of its environment (its competitors, customers, and
suppliers, for instance).

The Strategic Management Process

Figure 3-2 summarizes the strategic management process. Its seven steps include
(1) ask, “What business are we in now?” (2) evaluate the firm’s internal and exter-
nal strengths, weaknesses, opportunities, and threats, (3) formulate a new business
direction, (4) decide on strategic goals, and (5) choose specific strategies or courses of
action. Steps (6) and (7) are to implement and then evaluate the strategic plan.

The strategic management process begins (step 1) by asking, “What business are
we in?” Here the manager defines the company’s current business. Specifically, “What
products do we sell, where do we sell them, and how do our products or services
differ from our competitors’?” For example, the 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.

Step 1: Step 2: Step 3: Step 4: Step 5: Step 6: Step 7:
Define the Perform Formulate a Translate Formulate Implement Evaluate
current external new the - Strategies to the — performance
business and direction mission achieve the strategies
internal into strategic strategic
audits goals goals
) ) Strategic Strategic
SlztezcBlanning Execution Evaluation

The Strategic Management Process
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Worksheet for
Environmental Scanning

The second step is to ask, “Are we in the right business 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
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
widely used. Managers use it to compile and organize the company strengths, weak-
nesses, opportunities, and threats. This audit may also include analyzing the so-called
PEST factors. These include Political factors such as government regulations and
employment laws; Economic factors including unemployment and economic growth;
Social factors such as changing demographics and health consciousness trends; and
Technological factors such as use of social media and digitalization and of self-driving
vehicles. In any case, the manager’s aim is to create a strategic plan that makes sense in
terms of the company’s strengths, weaknesses, opportunities, and threats.

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)

Geographic Trends
(such as opening/closing of new markets, factors affecting current plant/office facilities
location decisions)




SWOT Matrix,
with Generic Examples

vision statement

A general statement of the firm’s
intended direction; it shows, in
broad terms, “what we want to
become.”

mission statement
Summarizes the answer to the
question, “What business are we in?"”

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.

LEARNING OBJECTIVE 3-2

List with examples the main
types of strategies.
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Potential Strengths Potential Opportunities

New overseas markets
Failing trade barriers
Competitors failing
Diversification
Economy rebounding

e Market leadership o
Strong research and development
High-quality products

Cost advantages

Patents

Potential Weaknesses Potential Threats

Market saturation

Threat of takeover

Low-cost foreign competition
Slower market growth

Growing government regulation

Large inventories

Excess capacity for market
Management turnover
Weak market image

Lack of management depth

Next, based on this analysis (in other words, on the environmental scan, SWOT,
and PEST analyses), the task in step 3 will be to decide 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’ products and services? Some managers express the essence
of their new business with a vision statement. A vision statement is a general state-
ment of the firm’s intended direction; it shows, in broad terms, “what we want to be-
come.”® 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
Purpose’s focus on human sustainability, environmental sustainability, and talent sus-
tainability.” For example, that vision prompted PepsiCo to add the healthy Quaker
Oats and Gatorade to its 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 direc-
tion into strategic goals. At Ford, for example, what exactly did making “Quality
Job One” 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 en-
able the company to achieve its strategic goals. For example, how should Ford pur-
sue 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, 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
eliminating) products and product lines.

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

Types of Strategies

In practice, managers engage in three types or levels of strategic planning, corporate-
level strategic planning, business unit (or competitive) strategic planning, and func-
tional (or departmental) strategic planning (see Figure 3-5, page 72).

Corporate Strategy

For any business, the corporate strategy answers the question, “What businesses
will we be in?” Specifically, the corporate-level strategy identifies the portfolio of
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Corporate-Level
Strategy
“What businesses

Y Y Y

Business 1/
Competitive Strategy
“How will we compete?”

Business 2/
Competitive Strategy
“How will we compete?”

Business 3/
Competitive Strategy
“How will we compete?”

Y

i }

Business 1 Functional

Strategy

Sales Department
“How do we support the

Business 1 Functional Business 1 Functional

Strategy Strategy
Production Department HR Department
"How do we support the

“How do we support the

Type of Strategy at Each Company Level

competitive strategy

A strategy that identifies how to
build and strengthen the business's
long-term competitive position in
the marketplace.

competitive advantage

Any factors that allow an
organization to differentiate its
product or service from those of
its competitors to increase market
share.

businesses that, in total, comprise the company and how these businesses relate to
each other. For example, with a concentration (single-business) corporate strategy,
the company offers one product or product line, usually in one market. WD-40
Company is one example. With one spray lubricant its product scope is narrow.
A diversification corporate strategy means the firm will expand by adding new product
lines. PepsiCo is diversified. Thus, PepsiCo added Frito-Lay chips and Quaker Oats to
its drinks businesses. Here product scope is wider. A vertical integration strategy means
the firm expands by, perhaps, producing its own raw materials, or selling its products
directly. 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.

Competitive Strategy
On what basis will each of our businesses compete? Within a company like PepsiCo,
each business unit (such as Pepsi and Frito-Lay) needs a business-level competitive
strategy. A competitive strategy identifies how to build and strengthen the business
unit’s long-term competitive position in the marketplace.® It shows, for instance, how
Pizza Hut will compete with Papa John’s, or how Walmart will compete with Target.
Managers build their competitive strategies around their businesses’ competitive
advantages. Competitive advantage means any factors that allow a company to
differentiate its product or service from those of its competitors to increase market
share. Coca-Cola has a “secret formula” that shows how to create its famous bever-
age. However, competitive advantages needn’t be tangible. For example, here is how
a former vice president of human resources at the Toyota Motor Manufacturing
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 problems, or
grasp opportunities. Only people who are involved in thinking can make a differ-
ence . . . 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 competitive edge.

Managers typically adopt one or more of three standard competitive strategies—
cost leadership, differentiation, or focus—to achieve competitive advantage. Cost



functional strategy

A strategy that identifies the broad
activities that each department will
pursue in order to help the business
accomplish its competitive goals.

LEARNING OBJECTIVE 3-3

Define strategic human resource
management and give an example
of strategic human resource
management in practice.
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leadership means becoming the low-cost leader in an industry. Walmart is an exam-
ple. With differentiation, the firm seeks to be unique in its industry along dimensions
that are widely valued by buyers.!? Thus, Volvo stresses the safety of its cars, and
Papa John’s stresses fresh ingredients. Focusers carve out a market niche (like Bugatti
cars). They offer a product or service that their customers cannot get from generalist
competitors (such as Toyota).

Functional Strategy

Each department should operate within the framework of its business’s competitive
strategy. Functional strategies identify what each department must do to help the
business accomplish its strategic goals. Thus, for, say, P&G to make its Oil of Olay
products a top-tier brand, its product development, production, marketing, sales,
and human resource departments must engage in activities that are consistent with
this unit’s high-quality mission. Inferior products, cheap packaging, or sloppy sales-
people would not do.

Managers' Roles in Strategic Planning

Devising the company’s overall strategic plan is top management’s responsibility.
However, few top executives formulate strategic plans without lower-level manag-
ers’ input. No one knows more about the firm’s competitive pressures, product
and industry trends, and employee capabilities than do the company’s department
managers.

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

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

EXAMPLE: IMPROVING MERGERS AND ACQUISITIONS Mergers and acquisitions (M&A)
are among the most important strategic decisions companies make. When mergers
and acquisitions fail, it’s often not due to financial issues but to personnel-related
ones, such as employee resistance.'! Prudent top managers therefore tap their human
resource managers’ input early in the merger process.

Critical human resource M&A tasks include choosing top management, com-
municating changes to employees, merging the firms’ cultures, and retaining key
talent.'> Human resource consulting companies such as Towers Watson assist firms
with merger-related human resource management services. For example, they iden-
tify potential pension shortfalls, identify key talent and suitable retention strategies,
help clients combine payroll systems, and help determine which employee is best for
which role in the new organization.

Strategic Human Resource Management

The company’s top managers choose overall corporate strategies, and then choose
competitive strategies for each of the company’s businesses. Then departmental man-
agers within each of these businesses formulate functional strategies for their depart-
ments. Their aim should be to have functional strategies that will support the com-
petitive strategy and the company-wide strategic aims. The marketing department
would have marketing strategies. The production department would have production
strategies. The human resource management (“HR”) department would have human
resource management strategies.
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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.

HR in Practice at the Hotel Paris starting as a single hotel in a Paris suburb in 1990, the Hotel
Paris is now a chain of nine hotels, with two in France, one each in London and Rome, and others in
New York, Miami, Washington, Chicago, and Los Angeles. To see how managers use strategic human
resource management to improve performance, see the Hotel Paris Case on pages 90-91 and answer
the questions.

What Is Strategic Human Resource Management?

Every company’s human resource management policies and activities should make
sense in terms of the firm’s strategic aims. For example, a high-end retailer like
Neiman-Marcus will have different employee selection, training, and pay policies
than will Walmart. Strategic human resource management means formulating and
executing human resource policies and practices that produce the employee compe-
tencies and behaviors the company needs to achieve its strategic aims. The following
Strategic Context feature illustrates.

D IMPROVING PERFORMANCE: The Strategic Context

The Shanghai Ritz-Carlton Portman Hotel

When the Ritz-Carlton Company took over managing the Portman Hotel in Shanghai, China, the new
management reviewed the Portman’s strengths and weaknesses, and its fast-improving local competi-
tors. 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 plans for hiring, training, and rewarding hotel
employees. It meant putting in place a new human resource strategy for the Portman Hotel, one aimed at
improving customer service. Their HR strategy involved taking these steps:

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

e To achieve this, Shanghai Portman employees would have to exhibit new skills and 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 man-
agement 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.”'*

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

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete this discussion question.

& Talk About It 1: 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 individual incentives. How do you
think these cultural differences would have affected how the hotel’s new management selected,
trained, appraised, and compensated the Shanghai Portman’s employees?

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

Figure 3-6 outlines this idea. First, the manager formulates strategic plans and goals.
Next, he or she asks, “What employee skills and behaviors will we need to achieve these
plans and goals?” And finally, he or she asks, “Specifically what recruitment, selection,
training, and other HR policies and practices should we put in place so as to produce the
required employee skills and behaviors?” Managers often refer to their specific HR policies
and practices as human resource strategies."> The accompanying HR as a Profit Center
feature presents another strategic human resource management example.
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D IMPROVING PERFORMANCGE: HR As a Profit Center
The Zappos “WOW” Way

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—Zappos wants employees to deliver “WOW"
through service.'® 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 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! "’

While they may not appeal to everyone, these “fun, inventive techniques” include interviewing job ap-
plicants in what looks like the set of a talk show, asking employees to submit their own designs for Steve
Madden shoes, and (during Zappos' annual “Bald & Blue Day”) having some employees volunteer to shave
their heads or dye their hair blue.’® 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
requires energized employees who really enjoy what they’re doing. Management uses these special HR
practices to cultivate the energized and fun environment that Zappos needs to execute its strategy, and
judging from Zappos' success they seem to be working. |

If your professor has assigned this, go to the Assignments section of mymanagementlab
.com to complete this discussion question.

& Talk About It 2: Why do you think Zappos' top managers believe it is so impor-
tant for employees to provide a “WOW" factor in their business?

mployee Competencies
and Behaviors Required
for Company to Achieve
These Strategic Goals

_ o
“a‘egic and [
g\\l'\rOHMent
2}
§§
Ss
'51 HR Policies and Practices
W o

Required to Produce

Employee Competencies

and Behaviors

& Watch It!

How does a company actually go about developing a human resource strategy?
If your professor has assigned this, go to the Assignments section of
mymanagmentlab.com to complete the video exercise titled Strategic
Management (Joie de Vivre Hospitality).

Sustainability and Strategic Human Resource Management

Today’s emphasis on sustainability has important consequences for
human resource management. Strategic human resource management
means having human resource policies and practices that produce the
employee skills and behaviors that are necessary to achieve the com-
pany’s strategic goals, and these include sustainability goals.

For example, PepsiCo wants to deliver “Performance with Purpose.’
This means achieving financial performance while also achieving
human sustainability, environmental sustainability, and talent sustain-
ability.!” PepsiCo’s human resource managers can help the company
achieve these goals.”’ For example, they can use its workforce planning
processes to help determine how many and what sorts of environ-
mental sustainability (“green”) jobs the company will need to recruit
for. They can work with top management to institute flexible work
arrangements that help sustain the environment by reducing commut-
ing. They can change its employee orientation process to include more
emphasis on socializing new employees into PepsiCo’s sustainability
goals. They can modify its performance appraisal systems to measure

2

The HR Strategy Model

Note: This figure opens each chapter of this
book and says this: The company’s HR policies
and practices should produce the employee com-
petencies and behaviors that the company needs
to achieve its strategic goals.

which managers and employees are successful in reaching their indi-
vidual sustainability goals. They can use incentive systems that motivate

. . B . o 21 .
employees to achieve PepsiCo’s sustainability goals.”” The bottom line
is that HR policies and practices can support a firm’s sustainability
strategy and goals.
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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 Map
for Southwest Airlines

Source: Based on
TeamCHRYSALIS.com,
accessed July 2006; http:/
mcknightkaney.com/Strategy_
Maps_Primer.html; www.
strategymap.com.au/home/
StrategyMapOverview.html.

Strategic Human Resource Management Tools

Managers use several tools to translate the company’s strategic goals into human
resource management policies and practices. These 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.” It does this by visually linking their efforts with
the company’s ultimate goals.”?

Figure 3-7 presents a strategy-map example for Southwest Airlines. The top-
level target is to achieve its profitability, costs, and revenue goals. Then the strategy
map shows the chain of activities that help Southwest Airlines achieve these goals.
Like Walmart, 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 strat-
egy map), on-time flights and low prices require fast turnaround. This, in turn,
requires motivated ground and flight crews. The resulting strategy map helps each
department understand what it needs to do to support Southwest’s low-cost strategy.>>

Profitability

Lower costs Increased revenues
Customer-Based

Strategic/Financial LA

Strategic/Financial —>
Goals/Results

Results Required
to Produce Desired —

Results
l Low fares ' l i"lﬂi '"ﬁi l
Internal
Business Processes —>» Fly fewer planes Minimize meals and frills
Required to Produce
Desired Financial \
Results
Minimize plane turnaround on ground
Organizational
and Employee > Highly engaged flight
Capabilities and ground crews
Required to Support
Business T
Processes
. Supportive, high-performance
Requlr(.ed_ HR practices
HR Policies

and Practices

Strategy in Brief ——— > Low cost leader, high-quality customer service,
operational efficiency


http://mcknightkaney.com/Strategy_Maps_Primer.html
http://mcknightkaney.com/Strategy_Maps_Primer.html
http://www.strategymap.com.au/home/StrategyMapOverview.html
http://www.strategymap.com.au/home/StrategyMapOverview.html
http://mcknightkaney.com/Strategy_Maps_Primer.html

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.

digital dashboard

Presents the manager with desktop
graphs and charts, and so a comput-
erized picture of where the company
stands on all those metrics from the
HR scorecard process.

A digital dashboard pres-
ents the manager with
desktop graphs and charts,
showing a computerized
picture of how the com-
pany is doing on all the
metrics from the HR score-
card process.
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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 process for assigning financial and nonfinancial goals or
metrics to the human resource management-related strategy-map chain of activities
required for achieving the company’s strategic aims.>* (Metrics for Southwest might
include airplane turnaround time, percent of on-time flights, and ground crew
productivity.) The idea is to take the strategy map and to quantify it.

Managers use special scorecard software to facilitate this. The computerized
scorecard process helps the manager quantify the relationships between (1) the HR
activities (amount of testing, training, and so forth), (2) the resulting employee
behaviors (customer service, for instance), and (3) the resulting firm-wide strategic
outcomes and performance (such as customer satisfaction and profitability).”> The
HR scorecard derives from the “balanced scorecard” planning approach, which aims
to balance hard data such as financial measures with soft data such as customer satis-
faction in assessing a company’s performance.

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. As in the accompanying
illustration, a top Southwest Airlines manager’s dashboard 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.
Figure 3-8 summarizes the three strategic planning tools.

Attracting and keeping On-time flights

customers: 2008 passengers to
date
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Strategy Map HR Scorecard Digital Dashboard
Graphical tool that summarizes A process for assigning financial Presents the manager with
the chain of activities that and nonfinancial goals or metrics to desktop graphs and charts, so
contribute to a company’s success, the human resource management- he or she gets a picture of
and so shows employees the “big related chain of activities required where the company has been
picture” of how their performance for achieving the company’s strategic and where it's going, in terms
contributes to achieving the aims and for monitoring results.

Three Important Strategic HR Tools

8 asc

LEARNING OBJECTIVE 3-4

Give at least five examples of

HR metrics.

human resource metrics

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

applicants per position.

2

HR Metrics, Benchmarking, and Data Analytics

We've seen that strategic human resource management means formulating HR poli-
cies and practices that produce the employee competencies and behaviors the company
needs to achieve its strategic goals. Being able to measure results is essential to this pro-
cess. For example, it would have been futile for the Ritz-Carlton Portman Shanghai’s
managers to set “better customer service” as a goal if they couldn’t measure customer
service.”® Relevant measures might include, for instance, hours of training per
employee, productivity per employee, and (via customer surveys) customer satisfaction.
Human resource managers use many such measures (or “human resource
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.>’” Figure 3-9 illustrates other human resource management
metrics. They include employee tenure, cost per hire, and annual overall turnover rate.”®

Improving Performance Through HRIS: Tracking Applicant Metrics for Improved
Talent Management

As an example of using metrics, many employers spend thousands of dollars (or
more) recruiting employees without measuring which hiring source produces the best
candidates. The sensible solution is to assess recruitment effectiveness using measures
or metrics such as quality of new hires.”’

Many employers do track and analyze such data with the help of computerized
applicant tracking systems (ATS). ATS suppliers include Authoria, PeopleFilter, Wonderlic,
eContinuum, and PeopleClick. Regardless of the vendor, analyzing recruitment effective-
ness using ATS software involves two steps:

e First, decide how to measure the performance of new hires. For example, with
Authoria’s system, hiring managers input their evaluations of each new hire at
the end of the employee’s first 90 days, using a 1-to-5 scale.>*

e Next, the applicant tracking system enables the employer to track the recruitment
sources that correlate with superior hires. It may show, for instance, that new em-
ployees hired through employee referrals stay longer and work better than those
from newspaper ads do.

For example, installing an Authoria ATS enabled the Thomson Reuters Company
to identify the recruitment sources, candidate traits, and hiring practices that work
best in each geographic area where the company does business.’! This enabled
Thomson to reduce metrics like recruiting costs, by shifting recruitment dollars from
less effective to more effective sources. m

Benchmarking

Just measuring how one is doing (for instance, in terms of employee productivity)
is rarely enough for deciding what (if anything) to change. Instead, most managers
want to know “How are we doing?” in relation to something. For example, are our
accident rates rising or falling? Similarly, the manager may want to benchmark the
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Organizational Data

* Revenue

® Revenue per FTE

e Net Income Before Taxes

¢ Net Income Before Taxes per FTE

e Positions Included Within the Organization’s Succession Plan

HR Department Data

e Total HR Staff

e HR-to-Employee Ratio

e Percentage of HR Staff in Supervisory Roles

e Percentage of HR Staff in Professional/Technical Roles

e Percentage of HR Staff in Administrative Support Roles

e Reporting Structure for the Head of HR

e Types of HR Positions Organizations Expect to Hire in 2011

Employment Data

Number of Positions Filled
Time-to-Fill

Cost-Per-Hire

Employee Tenure

Annual Overall Turnover Rate
Annual Voluntary Turnover Rate
Annual Involuntary Turnover Rate

Expectations for Revenue and Organizational Hiring

Percentage of Organizations Expecting Changes in Revenue in
2011 Compared to 2010

Percentage of Organizations Expecting Changes in Hiring in
2011 Compared to 2010

HR Expense Data

e HR Expenses

e HR Expense to Operating Expense Ratio °

e HR Expense to FTE Ratio

Compensation Data
e Annual Salary Increase

e Salaries as a Percentage of Operating Expense °
e Target Bonus for Non-Executives °

e Target Bonus for Executives

Tuition/Education Data

e Maximum Reimbursement Allowed for Tuition/Education .

Expenses per Year

e Percentage of Employees Participating in Tuition/Education °

Reimbursement Programs

Metrics for More Profitable Organizations

e Total HR Staff

e HR-to-Employee Ratio

HR Expenses

e HR Expense to Operating Expense Ratio

e HR Expense to FTE Ratio

e Annual Salary Increase

e Target Bonus for Non-Executives

Target Bonus for Executives

Maximum Reimbursement Allowed for Tuition/Education
Expenses per year

e Percentage of Employees Participating in Tuition/Education
Reimbursement Programs

Time-to-Fill

e Cost-Per-Hire

Annual Overall Turnover Rate

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.

strategy-based metrics
Metrics that specifically focus

on measuring the activities that
contribute to achieving a company’s
strategic aims.

results—compare high-performing companies’ results to your own, to understand
what makes them better.”

The Society for Human Resource Management’s (SHRM’s) benchmarking ser-
vice enables employers to compare their own HR metrics with those of other compa-
nies. 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 the SHRM’s many sets of comparable benchmark mea-
sures. It shows how much employers are spending for tuition reimbursement programs.

Strategy and Strategy-Based Metrics

Benchmarking provides one perspective on how your company’s human resource
management system is performing.®* It shows how your human resource manage-
ment system’s performance compares to the competition. However, it may not reveal
the extent 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 our new training practices helping to improve customer service?
Managers use strategy-based metrics to answer such questions. Strategy-based
metrics measure the activities that contribute to achieving a company’s strategic aims.>*


http://shrm.org/
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SHRM
Customized Human
Capital Benchmarking
Report
Source: “HR Expense Data,”
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_humnba_
capital_report.pdf.

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
functions.

Tuition/Education Data

25th 75th

n Percentile Median Percentile Average
Maximum reimbursement 32 $1,000 $5,000 $7,500 $6,000
allowed for tuition/
education expenses per year
Percentage of employees 32 1.0% 3.0% 5.0% 4.0%
participating in tuition/
education reimbursement
programs

Thus, for the Portman Shanghai, the strategic HR metrics might include 100% employee
testing, 80% guest returns, incentive pay as a percent of total salaries, and sales up 50%.
If changes in HR practices such as increased training have their intended effects, then
strategic metrics like guest returns should also rise.

What Are HR Audits?

Human resource managers often collect data on matters like 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.”®> The HR audit generally involves
using a checklist to review the company’s human resource functions (recruiting, test-
ing, training, and so on), as well as ensuring that the firm is adhering to regulations,
laws, and company policies. The HR auditor may first review payroll data, focusing
on what and when each employee was paid. He or she will then turn to whether the
human resource records are in order (for instance, are medical records kept separate
from résumés?). He or she will also review the employer’s handbooks and policies, for
instance, checking for disability accommodation policies, social media policies, and
family and medical leave policies.*® He or she may also want to benchmark the results
to comparable companies’.
HR audits vary in scope. Typical areas audited include:®’

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

. Compliance with federal, state, and local employment-related legislation

. Recruitment and selection (including use of selection tools, background checks,
and so on)

. Compensation (policies, incentives, survey procedures, and so on)

. Employee relations (union agreements, performance management, disciplinary
procedures, employee recognition)

6. Mandated benefits (Social Security, unemployment insurance, workers’ compen-
sation, and so on)

. Group benefits (insurance, time off, flexible benefits, and so on)

. Payroll (such as legal compliance)

. Documentation and record keeping. For example, do our files include résumés

and applications, offer letters, job descriptions, performance evaluations, benefit

enrollment forms, payroll change notices, and documentation related to person-

nel actions such as employee handbook acknowledgments?3®

Training and development (new employee orientation, development, technical

and safety, career planning, and so on)

Employee communications (employee handbook, newsletter, recognition

programs)

Termination and transition policies and practices

w N

W A

O 00

10.

11.

12.


http://www.shrm.org/Research/benchmarks/Documents/sample_humnba_capital_report.pdf
http://www.shrm.org/Research/benchmarks/Documents/sample_humnba_capital_report.pdf
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TRENDS SHAPING HR: DIGITAL AND SOCIAL MEDIA

Data like monthly labor costs are interesting but relatively useless until converted
to information. Information is data presented in a form that makes it useful for
making decisions. For example knowing your cost per hire is interesting. However,
presenting cost-per-hire data in a way that shows whether the cost is trending up or
down provides information you can use to make decisions. Yet in one study, only
10% of respondents said they use such data to analyze their workplace practices’
effectiveness.>”

But this is changing. Data analytics means using statistical and mathematical anal-
ysis and algorithms to find relationships and make predictions. For example, when
online bookstores use algorithms to predict which books you’re most likely to buy
based on things like what books you’ve already bought and similarities between you
and other groups, they are using data analytics.*’ Data analytics relies on data min-
ing. Data mining sifts through huge amounts of employee data to identify correla-
tions 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.”*!

Big data is basically data analytics on steroids. The basic idea (of scientifically
analyzing data to find relationships and make predictions) is the same. However,
with “big data” the volume, velocity, and variety of data that are analyzed are much
greater. In terms of volume, for example, Walmart now collects about 2.5 petabytes
of data—2.5 million gigabytes—every hour from its customer transactions.** Similarly, in
terms of velocity, all these data are being created more or less instantaneously (as at
Walmart); that means companies can use them to more quickly to adapt in real time
(for instance, to who’s buying what products, and therefore how to adjust online pro-
motions). Finally, big data capitalizes on the huge variety of data now available. For
instance, data come not just from Walmart’s transactions but from customers’ mobile
phones, GPS, and social networks too.

TALENT ANALYTICS Data analytics tools like these enable employers (including
Walmart) to analyze together employee data (like employee demographics, training, and
performance ratings) from traditional sources such as employee records, as well as data
from new sources (like company internal social media sites, GPS tracking, and e-mail
activity).*> Employers then use falent analytics (data analytics applied to HR issues)
to answer questions that in the past they couldn’t answer, or couldn’t answer as well.
For example, human resource consultant Aon Hewitt has an “analytics engine” that
analyzes its client’s employee and performance data. Computer dashboards then enable
its clients to answer questions such as “Are there potential turnover trends we should
further analyze to head off potential problems?” ** “What factors drive our high-
performing salespeople?” And, “what sorts of people are most likely to have accidents
and submit claims?”

Talent analytics can produce striking profitability results. For example, Best Buy
used talent analytics to discover that a 0.1% increase in employee engagement led to a
more than $100,000 rise in a Best Buy store annual operating income.*> Employers
use talent analytics to answer several types of talent management questions.

Human Capital Facts For example, “What are the key indicators of my organization’s over-
all health?” JetBlue found that 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.

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. A Google talent analytics team analyzed data
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on employee backgrounds, capabilities, and performance.® It identified factors (such as
an employee feeling underutilized) likely to lead to the employee leaving—and thus helped
it reduce turnover. Microsoft identified correlations among the schools and companies its
employees arrived from and the employees’ subsequent performance. This helped it improve
its recruitment and selection practices.*’ By gathering thousands of observations across
100 variables about managers, Google identified what traits its best managers shared, in-
cluding: good coach; empowers and does not micromanage; expresses interest in and con-
cern for team members’ success and personal well-being; productive and results-oriented;
good communicator; helps with career development; has a clear vision and strategy for the
team; and has key technical skills the team needs.* ConAgra Foods uses talent analytics to
discover relationships among employee demographics, training, and performance and their
relationships with various performance indicators.*’ m

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete this discussion question.

& Talk About It 3: Could Best Buy or some of these other companies have made the same discoveries
without using sophisticated computerized tools? How?

Digital tools like talent analytics disrupt how HR departments do things. They
require HR managers to be more scientific and analytical. And, they often shift “who
does HR” (for instance, Aon Hewitt’s digital dashboard shows line managers when
there’s a turnover problem) from the human resource department zo other departments
(such as finance), and sometimes to line managers like the heads of departments.

Digital tools like these also show great promise. In one study, 82% of high-
performing organizations gave human resource management leaders such analytical
workforce data, compared with 33% of low-performing ones.’

TRENDS SHAPING HR: SCIENCE IN TALENT MANAGEMENT

Data analytics permits making decisions based on a measurable and objective review of
the situation. Managers have a name for this. Evidence-based human resource manage-
ment means using data, facts, analytics, scientific rigor, critical evaluation, and critically
evaluated research/case studies to support human resource management proposals,
decisions, practices, and conclusions.”!

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 “think like scientists” when making business
decisions.>

But how can managers think like scientists? Objectivity, experimentation, and pre-
diction are the heart of science. In gathering evidence, scientists (or managers) first
need to be objective, or there’s no way to trust their conclusions. Recently, a medical
school disciplined several professors. They 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 conclusions?

Being scientific also requires experimentation. An experiment is a test one sets up
in such a way as to ensure that he or she understands the reasons for the results ob-
tained. 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 not get the incen-
tive plan). Doing so will help you gauge if any performance improvement stemmed
from the incentive or from some other cause (such as a new company-wide training
program).>* And, it will enable you to predict how changing the incentive plan will
affect performance.
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Give five examples of what

employers can do to have high-

performance systems.

high-performance work
system (HPWS)

A set of human resource man-
agement policies and practices
that promote organizational
effectiveness.
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For managers, the point of being “scientific” is to make better decisions by forc-
ing you to gather the facts. “Is this sales incentive plan really boosting sales?” “We’ve
spent $40,000 in the past 5 years on our tuition-refund plan; what (if anything) did we
get out of it?” What’s the evidence?

Successful HR managers need to be scientific today. As an example, the chemical
company BASF Corp. used talent analytics to analyze data on the relationship 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.>*

Throughout this book we will show examples of how managers use evidence to
make better human resource management decisions. For example: Which recruitment
source produces our best candidates? Does it pay to use this testing program? And,
does our safety program really lead to fewer accidents? m

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete this discussion question.

& Talk About It 4: If it is apparently so easy to do what BASF did to size up the potential benefits of
health programs, why do more employers not do so?

High-Performance Work Systems

One reason to measure, benchmark, and scientifically analyze HR practices is to
promote high-performance work practices. A high-performance work system
(HPWS) is a set of human resource management policies and practices that together
produce superior employee performance.

What exactly are these high-performance work practices? In one recent study,
researchers collected data from 359 firms before, during, and after the 2007-2009
recession. They found that firms that used more effective staffing and training out-
performed competitors before, during, and after the recession.>

Another 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), trained
more, used more sophisticated recruitment and hiring practices (tests and validated
interviews, for instance), and used more self-managing work teams.*® Those with the
high-performance HR practices performed significantly better than did those with-
out such practices. Service companies (such as hotels) particularly gain from such
high-performance work systems and practices.”’

Studies like these show that high-performance work systems’ policies and prac-
tices do differ from less productive ones (Table 3-1). For example, high-performing
companies recruit more job candidates, use more selection tests, and spend many
more hours training employees. Table 3-1 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 these to assess their companies’ performance and to compare one firm
with another.>®

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 vali-
dated 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 prac-
tices is to nurture an engaged, involved, informed, empowered, and self-motivated
workforce.”
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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’ Higher-Performance Companies’
HR Practice Averages (e.g., HR Practice Averages (e.g.,
company performance in terms of company performance in terms of
sales/femployee, innovation, and sales/employee, innovation, and
employee retention)* employee retention)*

Recruitment: Average number of qualified 8 37

applicants per position

Selection: Average percentage of employees hired 4% 30%

based on a validated selection test

Training: Average number of hours of training for 35 hours 117 hours

new employees

Appraisal: Average percentage of employees 41% 95%

receiving a regular performance appraisal

Pay Practices: Average percentage of the workforce 28% 84%

eligible for incentive pay

Use of Teams: Average percentage of the workforce 11% 42%

routinely working in all teams: semiautonomous,

cross-functional, or project teams

Self-Directed Teams: Percent of companies with 9% 70%

semiautonomous or autonomous work teams

Operational Information Sharing: Employees 62% 82%

receive relevant operating performance information

Financial Information Sharing: Employees receive 43% 66%

relevant financial performance information

*Findings rounded.

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 longitudinal
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 Indig-
enous Firms,” The Learning, Innovation and Knowledge (LINK) Research Centre Working Paper Series, WP 04-08, 2008.

LEARNING OBJECTIVE 3-6

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

Employee Engagement Guide for Managers:
Employee Engagement and Performance

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
conne6cotivity with their work tasks,” and work hard to accomplish their task-related
goals.

Employee engagement is important because it drives performance and productiv-
ity. 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.%! 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, productivity, safety incidents at
work, retention and absenteeism, and revenue growth.®”> One consulting firm es-
timates that a 5% increase in employee engagement correlates to a 0.7% increase in
operating margins.*> Companies with highly engaged employees are also less likely to
be unionized.®* In one survey, highly engaged employees lost only about 7.5 days of pro-
ductivity per year, compared to about 14 days for disengaged employees.®> A survey by
consultants Watson Wyatt Worldwide concluded that companies with highly engaged
employees have 26% higher revenue per employee.%®
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The Employee Engagement Problem

The problem is that, depending on the study, only about 21-30% of employees na-
tionally are engaged.®” Gallup distinguishes among engaged employees “who work
with passion and feel a profound connection to their company,” not-engaged employ-
ees who are essentially “checked out,” and actively disengaged employees. The latter
“act out their unhappiness” by undermining what their engaged coworkers are ac-
complishing.®® Gallup 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 how they do this in a moment, but one important activity is
providing supportive supervision. For example, a Gallup survey found that managers
who focus their support and coaching on their employees’ strengths can “practi-
cally eliminate active disengagement”; conversely, “bosses from hell” kill employee
engagement.%” Other steps managers can take to foster engagement include making
sure employees (1) understand how their departments contribute to the company’s
success; (2) see how their efforts contribute to achieving the company’s goals; (3) get a
sense of accomplishment from working at the firm;”® and (4) are highly involved—as when
working in self-managing teams.”! Employers should also hold managers responsible
for employee engagement. For example, WD-40 Company has its managers meet
periodically with their employees to discuss how to improve employee engagement.’>

How to Measure Employee Engagement

Firms like Gallup (www.gallup.com), and Towers Watson (go to www.towerswatson.
com/en-US, then click Solutions, and then Surveys) offer comprehensive employee
engagement survey services. However, monitoring employee engagement needn’t be
complicated. With about 180,000 employees worldwide, the consulting firm Accenture
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?”7?

The Employee Engagement Guide for Managers sections in this and the
following chapters will show how managers use human resource activities to improve
employee engagement.

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 thou-
sands of employees around the world, and one famous for its 10-year warranty and
for the quality 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.”* In 1998, Hyundai Motorcar Company of Korea purchased
51% of Kia. That triggered a multiyear 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
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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.”

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 manage-
ment we have driven so far. We will first strengthen our basic competitiveness
in terms of production 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.”®

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).”’

THE NEW HUMAN RESOURCE MANAGEMENT STRATEGY Gary Tomlinson, Kia UK'’s
newly appointed head of HR, believed that Kia UK’s low employee 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 including production, sales, marketing, branding, as well as before and after
servicing.”

Tomlinson (with the support of Kia UK’s top management) wisely decided to
develop, as he put it, “an employee engagement strategy to improve employee mo-
rale and address the high levels of employee turnover.”’® 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 turnover, for instance) and thereby (3) support the parent company’s
stated strategy of “raising our competencies as a global maker in all areas.” The
following shows what he actually did to boost employee engagement.

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 quality of appraisal feedback
they gave their direct reports, the recognition of work done, and the respect between
manager and employee.” Other objectives included reducing employee turnover
employment costs (e.g., recruitment costs) by at least 10% per year.

Second, Kia UK held an extensive leadership development program. For example,
it sent all managers for training to improve their management skills. Kia then tested
the new skills with “360-degree” assessment tools (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.®
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Fourth, Kia UK improved internal communications. For example, it instituted
quarterly employee briefings and 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 insti-
tute 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, Kia 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. It 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, it eliminated bonuses and substituted fixed-rate percentage-based sal-
ary increases. It also rewrote the entire employee handbook and all HR policies and
procedures “to ensure they were aligned with [Kia UK’s new] cultural values.”3!

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 15%
in 2007, to 5% in 2008, and to below 2% by the end of 2009. Recruitment and turnover
costs fell by more than 400,000 British pounds within two years, a 71% reduction.®?

Earlier we said that strategic human resource management means having the HR
policies and practices that will produce the employee competencies and behaviors
that the company needs to achieve its strategic goals. Kia UK’s employee engagement
program illustrates how one company actually did this.

Chapter Review

®
MYM an agementLab Go to mymanagementlab.com to complete the problems marked with this icon .

Chapter Section Summaries

3-1.

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 strategic 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 strategic planning process’s seven steps
include: (1) ask, “Where are we now as a busi-
ness?” (2) evaluate the firm’s internal and external
strengths, weaknesses, opportunities, and threats,
(3) formulate a new business direction, (4) decide
on strategic goals, and (5) choose specific strate-
gies or courses of action; steps (6) and (7) are to
implement and then evaluate the strategic plan.

. We distinguished among three types of strategies:

corporate, business/competitive, and functional/de-
partment strategies.

3-3.

3-4.

Each function or department in the business
needs its own functional strategy, and strategic
human resource management means formulat-

ing and executing 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 managers use to support their
strategic aims. Important and popular strategic
human resource management tools include

the strategy map, the HR scorecard, and digital
dashboards.

The manager will want to gather and analyze
data prior to making decisions. Human resource
metrics (quantitative measures of some human
resource management activities such as employee
turnover) are critical in creating high-performance
human resource policies and practices.
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3-5. A high-performance work system is a set
of human resource management policies
and practices that together produce superior
employee performance.
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.

Actually executing Kia UK’s employee
engagement HR strategy involved six steps. These

3-6.

were: set measurable objectives for the program;
provide leadership development, for example, send
all managers for training to improve their man-
agement skills; institute new employee recogni-
tion programs, for instance, giving “Outstanding
Awards” to selected employees quarterly; insti-
tute a new employee development program, for in-
stance, 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.

Discussion Questions

3-1. Give an example of hierarchical planning in an
organization.

& 3-2. What is the difference between a corporate
strategy and a competitive strategy? Give one
example of each.

3-3. Explain why strategic planning is important to all
managers.

3-4. Explain with examples each of the eight steps in
the strategic management process.

Explain with examples how human resources
management can be instrumental in helping a
company create a competitive advantage.

©93-6. Outline how you would implement an employee

engagement program.

3-5.

Individual and Group Activities

3-7. With three or four other students, form a strate-
gic management group for your college or univer-
sity. Your assignment is to develop the outline of
a strategic plan for the college or university. This
should include such things as 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.

. Using the Internet or library resources, review

the annual reports of five companies. Bring to

class examples of how those companies say they
are using their HR processes to help the company
achieve its strategic goals.

Interview an HR manager and write a short

report on “The Strategic Roles of the HR

Manager at XYZ Company.”

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?

If not, how do they differ?

3-9.

3-10.
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3-11. In teams of several students, choose a company
for which you will develop an outline of a stra-
tegic HR plan. What seem to be this company’s
main strategic aims? What is the firm’s competi-
tive strategy? What would the strategic map for
this company look like? How would you summa-
rize your recommended strategic HR policies for
this company?
3-12. Appendices A and B at the end of this book
oWie (pages 612-629) list the knowledge someone
studying for the HRCI (Appendix A) or SHRM
(Appendix B) certification exam needs to have
in each area of human resource management
(such as in Strategic Management, and Workforce
Planning). In groups of several students, do four
things: (1) review Appendix A and/or B; (2) iden-
tify the material in this chapter that relates to the
Appendix A and/or B required knowledge lists; (3)
write four multiple-choice exam questions on this
material that you believe would be suitable for in-
clusion in the HRCI exam and/or the SHRM
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.

&as
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Experiential Exercise
Developing an HR Strategy for Starbucks

A few years ago, Starbucks was facing serious challenges.
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 coffees. Starbucks’ former CEO
stepped back into the company’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.

Application Case
Siemens Builds a Strategy-Oriented HR System

Siemens is a 150-year-old German company, but it's not the company it
was even a few years ago. Until recently, Siemens focused on producing
electrical products. Today the firm has diversified into software, engi-
neering, and services. It is also global, with more than 400,000 employ-
ees 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 management
plays a big role at Siemens. Sophisticated engineering and services re-
quire more focus on employee selection, training, and compensation
than in the average firm, and globalization requires delivering these
services globally. Siemens sums up the basic themes of its HR strategy
in several points. These include:

1. A living company is a learning company. The high-tech nature
of Siemens’ 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 facilitate 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

Continuing Case

Carter Cleaning Company
The High-Performance Work System

As a person who keeps up with the business press, Jennifer Carter is fa-
miliar with the benefits of programs such as total quality management
and high-performance work systems.

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. Assume that for
a corporate strategy Starbucks will remain primarily
an international chain of coffee shops. Your outline
should include four basic elements: a business/
competitive strategy for Starbucks, the 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.

together and interact, employees have to understand the whole
Siemens process not just bits and pieces. To support this, Siemens
provides extensive training and development. It also ensures that
all employees feel they're part of a strong, unifying corporate iden-
tity. For example, HR uses cross-border, cross-cultural experiences
as prerequisites 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 nationalities, 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
3-13. Based on the information in this case, provide examples for
Siemens of at least four strategically required organizational
outcomes, and four required workforce competencies and
behaviors.
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’ stra-
tegic goals.
. Provide a brief illustrative outline of a strategy map for
Siemens.

3-14.

Jack, her father, actually installed a total quality program of sorts at
Carter, and it has been in place for about 5 years. This program takes
the form of employee meetings. Jack holds employee meetings periodi-
cally, but particularly when there is a serious problem in a store—such
as poor-quality work or machine breakdowns. When problems like
these arise, instead of trying to diagnose them himself or with Jennifer,
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he contacts all the employees in that store and meets with them when
the store closes. Hourly employees get extra pay for these meetings.
The meetings have been useful in helping Jack to identify and rectify
several 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 clean-
ing fluid that had residue from other, earlier washes.

Jennifer now wonders whether these employee meetings should be
expanded to give the employees an even bigger role in managing the
Carter stores’ quality. “We can’t be everywhere watching everything all

the time, " she said to her father. “Yes, but these people only earn about
$8 to $15 per hour. Will they really want to act like mini-managers?”
he replied.

Questions

3-16. Would you recommend that the Carters expand their quality
program? If so, specifically what form should it take?
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 summarizing important HR practices you
think they should focus on.

3-17.

Translating Strategy into HR Policies and Practices Case*

*The accompanying strategy map for this chapter is in the MyManagementLab, and the overall map on the inside back cover of this text outlines the relationships

involved.

Improving Performance at the Hotel Paris

The Hotel Paris International

Starting as a single hotel in a Paris suburb in 1990, the Hotel Paris is
now a chain of nine hotels, with two in France, one each in London
and Rome, and others in New York, Miami, Washington, Chicago, and
Los Angeles. As a corporate strategy, the Hotel Paris's management
and owners want to continue to expand geographically. They believe
doing so will let them capitalize on their reputation for good service, by
providing multicity alternatives for their satisfied guests. The problem
is, their reputation for good service has been deteriorating. If they can-
not improve service, it would be unwise for them to expand, since their
guests might prefer other hotels after trying the Hotel Paris.

Several things are complicating their problem. Elected in 2012,
French president Francois Hollande has found it hard to halt or even
slow the country’s economic decline. His attempts to impose incremen-
tal tax rates of 75% on wealthy citizens prompted many to contem-
plate leaving France. Furthermore, many tourists—faced with similar
economic challenges elsewhere—are increasingly staying at short-term
rental apartments in Paris, found on the Web, (often through sites such
as airbnb.com) for a fraction of what a fine hotel stay might cost.

The Strategy

Top management, with input from the HR and other managers, and
with the board of directors’ approval, chooses a new competitive strat-
egy and formulates new strategic goals. It decides: “The Hotel Paris
International will use superior guest services to differentiate the Hotel
Paris properties, and to thereby increase the length of stays and the
return rate of guests, and thus boost revenues and profitability.” All
Hotel Paris managers—including the director of HR services—must
now formulate strategies that support this competitive strategy.

The Strategically Required Organizational
Outcomes

The Hotel Paris’s basic strategy is to use superior guest services to ex-
pand geographically. For HR director Lisa Cruz, reviewing the hotel’s
activities makes it clear that achieving the hotel’s strategic aims means
achieving a number of required organizational outcomes. For exam-
ple, Lisa and her management colleagues must take steps that pro-
duce fewer customer complaints and more written compliments, more

SWritten by and copyright Gary Dessler, PhD.

frequent guest returns and longer stays, and higher guest expenditures
per visit.

The Strategically Relevant Workforce
Competencies and Behaviors

The question facing Lisa, then, is this: What competencies and behaviors
must our hotel’s employees exhibit, if we are to produce required organi-
zational outcomes such as fewer customer complaints, more compliments,
and more frequent guest returns? Thinking through this question helps
Lisa come up with an answer. For example, the hotel’s required employee
competencies and behaviors would include, “high-quality front-desk cus-
tomer service,” “taking calls for reservations in a friendly manner,” “greet-
ing guests at the front door,” and “processing guests’ room service meals
efficiently.” All require motivated, high-morale employees.

The Strategically Relevant HR Policies

and Activities

The HR manager’s task now is to identify and specify the HR policies
and activities that will enable the hotel to produce these crucial work-
force competencies and behaviors. For example, “high-quality front-
desk customer service” is one such required behavior. From this, the
HR director identifies HR activities to produce such front-desk customer
service efforts. For example, she decides to institute practices to
improve the disciplinary fairness and justice in the company, with the
aim of improving employee morale. Her assumption is that enhanced
fairness will produce higher morale and that higher morale will produce
improved front-desk service.

"o

The Strategy Map

Next, Lisa, working with the hotel’s chief financial officer (CFO), out-
lines a strategy map for the hotel. This outlines the cause-and-effect
links among the HR activities, the workforce behaviors, and the organi-
zational outcomes (the figure on this book’s inside back cover shows
the overall map; you'll find detailed maps for each HR function in each
chapter’s related MyManagementLab page).

This map and its linkages reflect certain assumptions on Lisa’s part.
For example, based on experience and discussions with the firm’s other
managers, she formulates the following hypothesis about how HR
affects hotel performance: Improved grievance procedures cause im-
proved morale, which leads to improved front-desk service, which leads
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to increased guest returns, which leads to improved financial perfor-
mance. The HR director then chooses metrics to measure each of these
factors. For example, she decides to measure “improved disciplinary
procedures” in terms of how many grievances employees submit each
month. She measures “improved morale” in terms of “scores on our
hotel’s semiannual attitude survey,” and measures “high-quality front-
desk customer service” in terms of “customer complaints per month.”

She moves on to quantifying the cause-and-effect links among
these measures. For example: “Can we show top management that
there is a measurable, sequential link between improved disciplinary
procedures, high morale, improved front-desk service, number of guest
return visits, and hotel financial performance (revenues and profits)?” If
she can show such links, she has a persuasive case that shows HR's mea-
surable contribution to the hotel’s bottom-line financial performance.

In practice, the HR manager may well just rely on a largely subjec-
tive but logical argument to make the case for such cause-and-effect
linkages. But ideally, she will use statistical methods such as correla-
tion analysis to determine if measurable links exist, and (if so) what
their magnitudes are. In this way, she might find, for instance, that
a 10% improvement in grievance rates is associated with an almost
20% improvement in morale. Similarly, a 20% improvement in morale
is associated with a 30% reduction in customer front-desk complaints.
Furthermore, a 30% reduction in complaints is associated with a 20%
increase in guest return visits, and a 20% increase in return rate is asso-
ciated with a 6% rise in hotel revenues. It would appear that a relatively
small HR effort in reducing grievances might have a big effect on this
hotel’s bottom-line performance!

Several things complicate this measurement process. For example,
it's risky to draw cause—effect conclusions from correlation measures
like these (do fewer grievances lead to higher morale, or vice versa?).
Furthermore, it's rare that a single factor (such as grievance rates) will
have such effects alone, so we may want to measure the effects of
several HR policies and activities on morale simultaneously.

As explained in this chapter, computerization could enable Lisa
to build a more comprehensive HR scorecard process, one that might

handle links among dozens of cause-and-effect metrics. (Several vendors
supply such scorecard software.) If not, then she will rely more on the
logic and common sense underlying the strategy map to make her case.

How We Will Use the Hotel Paris Case

A Hotel Paris case in each chapter will show how Lisa, the Hotel Paris’s
HR director, uses that chapter's concepts and techniques to: (1) cre-
ate HR policies and practices that help the Hotel Paris (2) produce
the employee competencies and behaviors the company needs (3) to
produce the customer service the Hotel Paris requires to achieve its
strategic goals.

For example, she will endeavor to improve workforce compe-
tencies and behaviors by instituting improved recruitment processes
(Chapter 5), and measure improved recruitment in terms of “number
of qualified applicants per position.” Similarly, she will recommend to
management that they change the company’s pay policies, so that the
“target percentile for total compensation is in the top 25%." She could
argue, based on competitors’ experience, that doing so will translate
into improved customer service behavior, more satisfied customers, and
improved hotel performance. In practice, all the human resource man-
agement functions we discuss in this book influence employee compe-
tencies and behaviors, and thereby organizational performance.

You will find the strategy map for each Dessler Human Resource
Management chapter’s topic in the chapter's MyManagementLab; the
summary map on the inside back cover of this book outlines the overall
relationships involved for the Hotel Paris.

Questions

3-18. Draw a more simplified and abbreviated strategy map for
the Hotel Paris. Specifically, summarize in your own words
an example of the hierarchy of links among the hotel’s HR
practices, necessary workforce competencies and behaviors,
and required organizational outcomes.
Using Table 3-1 and Figure 3-9, list at least 15 metrics the
Hotel Paris could use to measure its HR practices.

3-19.

MyManagementlLab

Go to mymanagementlab.com for Auto-graded writing questions as well as the following

Assisted-graded writing questions:

3-20. Define and give at least two examples of the cost-leadership competitive strat-

egy and the differentiation competitive strategy.

3-21. You own a small business and your friend, over lunch, just mentioned that “it
sounds like you have an employee engagement problem.” What exactly would
you do to improve employee engagement in your company now?

3-22. MyManagementLab only—comprehensive writing assignment for this chapter.

& Try It!

How would you apply the concepts and skills you learned in this chapter? If your professor has
assigned this, go to the Assignments section of mymanagementlab.com to complete the

simulation: Strategic Management.

@ PERSONAL INVENTORY ASSESSMENTS
Effective Empowerment and Delegation

PERSONAL
INVENTORY
ASSESSMENT

)1 )(A)

Personality plays a big role in empowering employees. Complete this assessment to learn more about your

personality.
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PART TWO Recruitment, Placement, and Talent Management

Job Analysis and the Talent
Management Process




LEARNING OBJECTIVES

4 -I Define talent management and explain why it is
- important.

4 2 Discuss the process of job analysis, including
- why it is important.

4 3 Explain how to use at least three methods of
- collecting job analysis information, including
interviews, questionnaires, and observation.

4 4 Explain how you would write a job
- description.

4 5 Explain how to write a job
- specification.

4 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.

4 7 Explain competency-based job analysis, includ-

ing what it means and how it’s done in practice.

hen Daimler opened its Mercedes-Benz
Wassembly plant in Alabama, its managers had
a dilemma. Their strategy was to create a high-
performance plant, one Daimler could then extend
to its other plants in America, South Africa, Brazil,
and Germany. The dilemma was that plant managers
could not hire, train, or pay their employees unless
they knew what each employee was expected to
do. But in this plant, self-managing teams would
assemble the vehicles, so team-members’ jobs might
change every day. How do you hire people when
their job duties are always changing?' We'll see what
they did.

Company’s
Strategic Goals

and Behaviors Required
for Company to Achieve
These Strategic Goals

0‘“ment ang

e
w placement

Required to Produce
Employee Competencies
and Behaviors

WHERE ARE WE NOW ...

Because managers should know what a job
entails before deciding who to recruit and hire
for it, human resource management really
starts with deciding what the job entails. The
main purpose of this chapter is to show you
how to analyze jobs and write job descriptions.
We discuss several techniques for analyzing
jobs, and explain how to write job descrip-
tions and job specifications. The main topics
we address include the talent management
process, the basics of job analysis, methods
for collecting job analysis information, writing
job descriptions, writing job specifications,
employee engagement and job analysis, and
using models and profiles in talent management.
Then, in Chapter 5 (Personnel Planning and
Recruiting), we'll turn to the methods managers

use to actually find the employees they need.
95
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LEARNING OBJECTIVE 4-1

Define talent management and
explain why it is important.

talent management

The goal-oriented and integrated
process of planning, recruiting,
developing, managing, and
compensating employees.

The Talent Management Process

For many people, Chapters 4-13 represent the heart of the book, specifically recruit-
ment, selection, training, appraisal, career planning, and compensation. Managers
traditionally view these activities as a series of steps:

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 re-
ally 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 prob-
lem 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.> We will define talent man-
agement as the holistic, integrated and results and goal-oriented process of planning,
recruiting, selecting, developing, managing, and compensating employees.> What does
this mean in practice? As an example, the manager who takes a talent management
approach tends to take actions such as the following:

1. 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?”

2. 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.

3. Because talent management is holistic and integrated, he or she will probably
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.

4. 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 talent management software like the following to do so.

Improving Performance Through HRIS: Talent Management Software

Because talent management is holistic and interdependent, many employers use
talent management software systems to coordinate their talent-related activities.
For example, Talent Management Solutions’ (www.talentmanagementl01.com)
Talent Management Suite includes recruiting, employee performance management,


http://www.talentmanagement101.com
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LEARNING OBJECTIVE 4-2

Discuss the process of job
analysis, including why it is
important.

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, responsibilities,
reporting relationships, working
conditions, and supervisory
responsibilities—one product of a
job analysis.

job specifications

Alist of a job’s “human requirements,”
that is, the requisite education, skills,
personality, and so on—another
product of a job analysis.
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a learning management system, and compensation management support. It “ensures
that all levels of the organization are aligned—all working for the same goals.”*
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.”> m

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 con-
necting lines, who is accountable to whom, who has authority for each area, and
who is expected 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.® 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—inter-
viewing applicants, and training and appraising employees, for instance—requires
knowing what the job entails and what human traits one needs to do the job well.”

The supervisor or human resources specialist normally collects one or more of
the following types of information via the job analysis:

o Work activities. Information about the job’s actual work activities, such as
cleaning, selling, teaching, or painting. This list may also include how, why, and
when the worker performs each activity.

e Human behaviors. Information about human behaviors the job requires, like
sensing, communicating, lifting weights, or walking long distances.

e Machines, tools, equipment, and work aids. Information regarding tools used,
materials processed, knowledge dealt with or applied (such as finance or law),
and services rendered (such as counseling or repairing).

o Performance standards. Information about the job’s performance standards
(in terms of quantity or quality levels for each job duty, for instance).

President

Sales Manager
Eastern Division

Sales Manager
Western Division

Sales Team Supervisor
Auto Parts

Plant Manager Manager Internal Audits

Production Supervisor

Accounting Supervisor

Sales Team Supervisor
Electricals

Organization Chart
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Job analysis

:

Job description and

:

! ! ! !

Recruiting and selection

decisions

EEO compliance Performance appraisal Job evaluation—wage Training requirements

and salary decisions

Uses of Job Analysis Information

organization chart

A chart that shows the organization-
wide distribution of work, with titles
of each position and interconnecting
lines that show who reports to and
communicates with whom.

o 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.

e Human requirements. Information such as knowledge or skills (educa-
tion, training, work experience) and required personal attributes (aptitudes,
personality, interests).

Uses of Job Analysis Information

As Figure 4-2 summarizes, job analysis is important because it supports just about all
human resource management activities.

RECRUITMENT AND SELECTION Information about what duties the job entails and what
human characteristics are required to perform these duties helps managers decide
what sort of people to recruit and hire.

EEO COMPLIANCE Job analysis is crucial for validating all major human resources
practices. 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.

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 (such as salary and bonus) usually depends on the
job’s required skill and education level, safety hazards, degree of responsibility, and
so on—all factors you assess through job analysis.

TRAINING The job description lists the job’s specific duties and requisite skills—thus
pinpointing what training the job requires.

Conducting a Job Analysis
There are six steps in doing a job analysis of a job, as follows.

Step 1: Decide How You Will Use the Information Some data collection techniques—
like interviewing the employee—are good for writing job descriptions. Other tech-
niques, like the position analysis questionnaire we describe later, provide numerical
ratings for each job; these can be used to compare jobs for compensation purposes.

Step 2: Review Relevant Background Information About the Job, Such as Organiza-
tion Charts and Process Charts® It is important to understand the job’s context.
For example, organization charts show the organizationwide division of work,



Process Chart
for Analyzing a Job’s
Workflow
Source: Henderson, Richard 1.,
Compensation Management in
a Knowledge -Based World,
9th Ed., © 2003, p.137. Reprint-
ed and Electronically reproduced
by permission of Pearson Edu-
cation, Inc., Upper Saddle River,
New Jersey.

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.

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.
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Components input

Information input

Job under study—
Quality Control Clerk

vy

Information output to
plant manager

Product quality output
to plant manager

regarding component

and where the job fits in the overall organization. A process chart provides a de-
tailed picture of the workflow. Thus, in the process chart in Figure 4-3, the quality
control clerk should review components from suppliers, check components going
to the plant managers, and give information regarding the components’ quality to
these managers. Finally, an existing job description may provide a starting point for
revising the job description.

Workflow Analysis Reviewing the organization chart, process chart, and job descrip-
tion helps the manager identify 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 sense?”
or “Should this job even exist?” To answer such questions, the manager may conduct
a workflow analysis. Workflow analysis is a detailed study of the flow of work from
job to job in one identifiable work process (such as processing a mortgage applica-
tion). In turn, this analysis may lead to changing or “reengineering” the job. The
accompanying HR as a Profit Center feature illustrates workflow analysis.

DIMPROVING PEFORMANCE: HR as a Profit Center
BOOSTING PRODUCTIVITY THROUGH WORK REDESIGN

The Atlantic American insurance company in Atlanta conducted a workflow analysis to identify inefficiencies
in how it processes its 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.’

The workflow analysis prompted several performance-boosting redesigns of the insurance 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. &

Source: Based on Ron Miller, “Streamlining Claims Processing,” eWeek 23, no. 25 (June 19, 2006), pp. 33, 35.

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

& Talk About It 1: 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?

In conducting a workflow analysis, the manager may use a flow process chart; this
lists in order 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
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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.

LEARNING OBJECTIVE 4-3

Explain how to use at least
three methods of collecting job
analysis information, including
interviews, questionnaires, and
observation.
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means redesigning business processes, usually by combining steps, so that small mul-
tifunction teams, often using information technology, do the jobs formerly done by a
sequence of departments. The basic reengineering approach is to

. Identify a business process to be redesigned (such as processing an insurance claim)

. Measure the performance of the existing processes

. Identify opportunities to improve these processes

. Redesign and implement a new way of doing the work

. Assign ownership of sets of formerly separate tasks to an individual or a team
who use new computerized systems to support the new arrangement

N WN =

As at Atlantic American, reengineering usually requires redesigning individual
jobs. For example, workers doing date stamping must now know how to use the new
date-stamping machine.

Job Redesign Early economists enthusiastically described why specialized jobs were
more efficient (as in, “practice makes perfect”). Today, most agree that specialized
jobs can backfire, for instance by sapping morale. Experts typically suggest three ways
to redesign specialized jobs to make them more challenging. 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 sys-
tematically moving workers from one job to another.

Psychologist Frederick Herzberg argued that the best way to motivate workers is
through what he called job enrichment. Job enrichment means redesigning jobs in a
way that increases the opportunities for the worker to experience feelings of responsibil-
ity, achievement, growth, and recognition—and therefore more motivation. It does this
by empowering the worker—for instance, by giving the worker 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 productiv-
ity 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: Select Representative Positions With a job to analyze, the manager then
generally selects a sample of positions to focus on. For example, to analyze an as-
sembler’s job, it is usually unnecessary to analyze the jobs of all the firm’s 200 as-
sembly workers; instead a sample of 10 jobs will do.

Step 4: Actually Analyze the Job In brief, the actual job analysis involves greeting
each job holder; briefly explaining the job analysis process and the participants’ roles
in this process; spending about 15 minutes interviewing the employee to get agreement
on a basic summary of the job; identifying the job’s broad areas of responsibility, such
as “calling on potential clients”; and then interactively identifying specific duties/tasks
within each area using one of the methods we describe just below.'”

Step 5: Verify the Job Analysis Information with the Worker Performing the Job and
with His or Her Immediate Supervisor This will help confirm that the information
(for instance, on the job’s duties) is factually correct and complete and help to gain
their 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 fea-
tures, 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 many ways (interviews, or questionnaires, for instance) to collect job
information. The basic rule is to use those that best fit your purpose. Thus an inter-
view might be best for creating a list of job duties. The more quantitative “position
analysis questionnaire” method may be best for quantifying each job’s worth for pay
purposes. Before actually analyzing the job, keep several things in mind.



It is helpful to spend
several minutes prior to
collecting job analysis
information explaining the
process that you will be
following.
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Make the job analysis a joint effort by a human resources manager, the worker, and
the 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 super-
visor and worker then verify the HR manager’s list of job duties.

o Make sure the questions and the process are both clear to the employees. (For
example, some might not know what you mean when you ask about the job’s
“mental demands.”)

o Use several job analysis methods. For example, a questionnaire might miss a task

the worker performs just occasionally. Therefore it’s prudent to follow up the

questionnaire with a short interview.

The Interview

Job analysis interviews range from unstructured (“Tell me about your job”) to highly
structured ones containing hundreds of specific items to check off.

Managers may conduct individual interviews with each employee, group interviews
with groups of employees who have the same job, and/or supervisor interviews with one
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 the supervisor separately.

The interviewee should understand the reason for the interview. There’s a ten-
dency for workers to view such interviews, rightly or wrongly, as “efficiency evalua-
tions.” If so, interviewees may 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?

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?
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What are the basic accountabilities or performance standards that typify your work?

What are your responsibilities? What are the environmental and working condi-
tions involved?

What are the job’s physical demands? The emotional and mental demands?
What are the health and safety conditions?
Are you exposed to any hazards or unusual working conditions?

STRUCTURED INTERVIEWS Many managers use questionnaires to guide the interview.
Figure 4-4 presents one example. It includes questions regarding matters like the
general purpose of the job; supervisory responsibilities; job duties; and education,
experience, and skills required.

Such structured lists are not just for interviews. Job analysts who collect infor-
mation by personally observing the work or by using questionnaires—two methods
explained later—can also use structured lists.!!

PROS AND CONS  The interview’s wide use reflects its advantages. It’s a simple and quick
way to collect information. Skilled interviewers can also unearth important activities
that occur only occasionally, or informal contacts that aren’t on the organization chart.
The employee can also vent frustrations that might otherwise go unnoticed.

Distortion of information is the main problem.!? Job analysis often precedes chang-
ing a job’s pay rate. Employees therefore may legitimately view it as pay-related, and
exaggerate some responsibilities while minimizing others. In one study, researchers listed
possible job duties either as simple task statements (“record phone messages and other
routine information”) or as ability statements (“ability to record phone messages and
other routine information”). Respondents were more likely to report the ability-based
versions of the statements. There may be a tendency for people to inflate their job’s im-
portance when abilities are involved, to impress the perceptions of others.!* Employees
will even puff up their job titles to make their jobs seem more important.!

INTERVIEWING GUIDELINES  To get the best information possible:

e Establish rapport with the interviewee. Know the person’s name, speak under-
standably, briefly review the interview’s purpose, and explain how the person
was chosen for the interview.

o Use a structured guide that lists questions and provides space for answers. This
ensures you’ll identify crucial questions ahead of time and that all interviewers
(if more than one) cover all the required questions. (However, also ask, “Was
there anything we didn’t cover with our questions?”)

e Make sure you don’t overlook crucial but infrequently performed activities—Ilike
a nurse’s occasional emergency room duties. Ask the worker to list his or her
duties in order of importance and frequency of occurrence.

o After completing the interview, review the information with the worker’s
immediate supervisor and with the interviewee.

Questionnaires
Having employees fill out questionnaires to describe their job duties and responsibili-
ties is another good way to obtain job analysis information.

Some questionnaires are structured checklists. Here each employee gets an
inventory of perhaps hundreds of specific duties or 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 normally spent on each. At the other extreme, the questionnaire may simply
ask, “describe the major duties of your job.”

In practice, the best questionnaire often falls between these two extremes. As
illustrated in Figure 4-4, a typical job analysis questionnaire might include several open-
ended questions (such as “Give a brief description of the main function/purpose of your
job?”) as well as structured questions (concerning, for instance, education required).

All questionnaires have pros and cons. A questionnaire is a quick and efficient
way to obtain information from a large number of employees; it’s less costly than



Job
Analysis Questionnaire
for Developing Job
Descriptions

Source: Adapted from www.tsu.
edu/PDFFiles/Human%20
Resources/HR%20Forms/
JAQY%20FORM_rev%20
100809%20a.pdf; www.delaware
personnel.com/class/forms/jaq/
jaq.shtml; www.uh.edu/human-
resources/forms/JAQ.doc; www.
tnstate.edu/hr/documents/.../
Job%20Analysis%20
Questionnaire.doc (all accessed
July 24, 2013).

*Copyright Gary Dessler, PhD
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JOB ANALYSIS QUESTIONNAIRE*
PURPOSE AND INSTRUCTIONS
Because no one knows the job as well as the person doing it, we are asking you to complete this
form. The purpose is to obtain current information on your job based on a review of job duties and
responsibilities. We are not asking you about your job performance; only what your job requires
you to do.
EMPLOYEE DATA (PLEASE PRINT):

Your Name: Today's date

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

Give a brief description of the main function/purpose of your job. This statement should be a brief
summary of the 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 statement for each
duty/responsibility.

At the end of each statement please indicate the approximate percent of your workday (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. (Caminues)


http://www.tsu.edu/PDFFiles/Human%20 Resources/HR%20Forms/JAQ%20FORM_rev%20100809%20a.pdf
http://www.delaware
http://www.uh.edu/human-resources/forms/JAQ.doc
http://www.uh.edu/human-resources/forms/JAQ.doc
http://www.tnstate.edu/hr/documents/%E2%80%A6/
http://www.tnstate.edu/hr/documents/%E2%80%A6/Job%20Analysis%20
http://www.tsu.edu/PDFFiles/Human%20 Resources/HR%20Forms/JAQ%20FORM_rev%20100809%20a.pdf
http://www.tsu.edu/PDFFiles/Human%20 Resources/HR%20Forms/JAQ%20FORM_rev%20100809%20a.pdf
http://www.tnstate.edu/hr/documents/%E2%80%A6/Job%20Analysis%20
http://www.tnstate.edu/hr/documents/%E2%80%A6/Job%20Analysis%20
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Continued
Minimum Level of Education (or Equivalent Experience) This Job Requires

What is the minimum level of education necessary to perform your job? Select only one please:

1. Elementary education.

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 degree (AA, AS) .

6. A bachelor’s degree (BA, BS) .

7. A Master's degree (MA, MS, MBA, MPA) .

8. A doctorate degree (Ph.D., MD, JD, EED).

9. Are you required to be licensed or certified to perform your work?

[1Yes[]No List type

Required Training on Job

What is the level of on-the-job or classroom training someone requires to do your job? Please
select one choice below:

1. No additional training required.
. A day or two.

. A week.

. A month.

. Several months.

. One year.

N oo A WwN

. Two years or more.
SUPERVISORY RESPONSIBILITIES

Do you supervise others as part of your job? If so please briefly describe the nature of your
supervisory responsibilities.

PHYSICAL JOB DEMANDS

Please briefly describe this job’s main physical demands. For example, does it involve Sitting?
Walking? 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 information that would be important in understanding your job? If so, please
give us your comments below.

SUPERVISOR’S REVIEW

Based on your understanding of the job as 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
responses.

*Copyright Gary Dessler PhD



diary/log

Daily listings made by workers of
every activity in which they engage
along with the time each activity
takes.

position analysis
questionnaire (PAQ)

A questionnaire used to collect
quantifiable data concerning
the duties and responsibilities of
various jobs.
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interviewing hundreds of workers, for instance. However, developing the question-
naire and testing it (perhaps by making sure the workers understand the questions)
can be time-consuming. And as with interviews, employees may distort their answers.

Observation

Direct observation is especially useful when jobs consist mainly of observable physi-
cal activities—assembly-line worker and accounting clerk are examples. However,
observation 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 activities, 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 activi-
ties. Then, ask the person to clarify open points and to explain what other activities
he or she performs that you didn’t observe.

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 at ran-
dom times during the day, they page the workers, who dictate what they are doing at
that time.

Quantitative Job Analysis Techniques

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.” To do this, it helps to have quantitative ratings
for each job. The position analysis questionnaire and the Department of Labor ap-
proach are quantitative methods for doing this.

POSITION ANALYSIS QUESTIONNAIRE The position analysis questionnaire (PAQ) is a
very popular quantitative job analysis tool, consisting of a questionnaire containing
194 items.!> 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. The final PAQ “score” reflects the job’s rating on each of
these five activities. To get those scores, the job analyst decides if each of the 194 items
(such as one on using “written materials”) applies to the job and, if so, to what extent.
For example, within the “Processing Information” activity section an item on the extent
to which the job requires using “written materials” such as books and reports might get
a rating of 4. Since the PAQ scale ranges from 1 to 5, a 4 suggests that written materials
do play a significant role in this job. The analyst can use an online version of the PAQ
(see www.paqg.com) for each job he or she is analyzing.

One of the PAQ’s strengths is in assigning jobs to job classes for pay purposes.
With ratings for each job’s decision-making, skilled activity, physical activity, vehicle/
equipment operation, and information-processing characteristics, you can quantita-
tively compare jobs relative to one another,'® and then classify jobs for pay purposes.'’

DEPARTMENT OF LABOR (DOL) PROCEDURE  Experts at the U.S. Department of Labor did
much of the early work developing job analysis.'® They used their results to compile
what was for many years the bible of job descriptions, the Dictionary of Occupational


http://www.paq.com
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Titles. This mammoth book contained detailed information on virtually every job
in America. Internet-based tools have largely replaced the Dictionary. However, the
U.S. Department of Labor job analysis procedure remains a good example of how to
quantitatively rate, classify, and compare jobs. As Table 4-1 shows, the DOL method
uses a set of standard activities called worker functions to describe what a worker
must do with respect to data, people, and things. With respect to data, for instance,
the functions include synthesizing and copying. For people, they include mentoring
and supervising. For things, basic functions include manipulating and handling.

Each worker function has an importance rating. Thus, “coordinating” is 1,
whereas “copying” is 5. If you were analyzing the job of a receptionist/clerk, for
example, you might label the job 5, 6, 7 to represent copying data, speaking/signaling
people, and handling things. You might code a psychiatric aide in a hospital 1, 7, 5 in
relation to data, people, and things. In practice, you would score each task that the
worker performed as part of his or her job in terms of data, people, and things. Then
you would use the highest combination (say 4, 6, 5) to rate the overall job, since this
is the highest level that you would expect a successful job incumbent to attain. If you
were selecting a worker for that 4, 6, 5 job, you'd expect him or her to be able to at
least compute (4), speak/signal (6), and tend (5). If you were comparing jobs for pay
purposes, a 4, 6, 5 job should rank higher (see Table 4-1) than a 6, 8, 6 job. The man-
ager can then present a summary of the job along with its 3-digit rating on a form
such as in Figure 4-5.1

Electronic Job Analysis Methods?®

Employers increasingly rely on electronic or Web-based job analysis methods. For
example, the manager or job analyst may use the Web to review existing informa-
tion about a job. Then, rather than collecting information about a job through direct
interviews or questionnaires, the analyst uses online systems to send job question-
naires to job experts (often job incumbents) in remote locations. The Web also facili-
tates sharing and discussing responses, for instance, via Skype. The job analyst may
thereby convene job experts to discuss and finalize the knowledge, skills, abilities, and
other characteristics required for doing the job and its tasks.’!

Conducting the job analysis via the Internet is often an obvious choice.?? 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.

Of course, the instructions should be clear, and test the process first. Without
a job analyst actually sitting there with the employee or supervisor, there’s a chance
that the employees won’t cover important points or that misunderstandings will
cloud the results.

Basic Department of Labor Worker Functions

Data People Things
Basic Activities 0 Synthesizing 0 Mentoring 0 Setting up
1 Coordinating 1 Negotiating 1 Precision working
2 Analyzing 2 Instructing 2 Operating/controlling
3 Compiling 3 Supervising 3 Driving/operating
4 Computing 4 Diverting 4 Manipulating
5 Copying 5 Persuading 5 Tending
6 Comparing 6 Speaking/signaling 6 Feeding/oftbearing
7 Serving 7 Handling

8 Taking instructions/helping

Note: Determine employee’s job “score” on data, people, and things by observing his or her job and
determining, for each of the three categories, which of the basic functions illustrates the person’s job.
“0” is high; “6,” “8,” and “7” are lows in each column.



Sample Report
Based on Department
of Labor Job Analysis
Technique

1. Established Job Title

2. Ind. Assign

3. SIC Code(s) and Title(s)
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Job Analysis Schedule

DOUGH MIXER

(bake prod.)

2051 Bread and other bakery products

4. JOB SUMMARY:

Operates mixing machine to mix ingredients for
straight and sponge (yeast) doughs according to
established formulas, directs other workers in
fermentation of dough, and curls dough into
pieces with hand cutter.

. WORK PERFORMED RATINGS:

D P (T)
Worker Functions | Data People Things
5 6 2

Work Field Cooking, Food Preparing

6. WORKER TRAITS RATING (to be filled in by analyst):

Training time required
Aptitudes
Temperaments
Interests

Physical demands
Environment conditions
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The U.S. Navy used Internet-based job analysis.>* To keep ambiguities to a mini-
mum, it had the employees complete structured online job analysis forms step by step

and duty by duty, as follows:

o First, the online form lists a set of work activities (such as “Getting Information”

and “Monitor the Process”) from the Department of Labor online O*NET

work activities list (see Figure 4-6).%*
o Next, the form directs employees to select those work activities that are impor-

tant to their job.

e Then, the form asks them to /ist actual duties of their jobs that fit each of those
selected work activities. For example, suppose an employee chose “Getting

Information™ as an important work activity. Now he or she would list next to

“Getting Information” specific job duties, such as “watch for new orders from our
vendors and bring them to the boss’s attention.”

Again, the main issue with online job analysis is to strip the process of ambiguities.
The Navy’s online method proved effective.?’

@ Watch It!

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to see
how an actual company uses job analysis, and to complete the video exercise titled Weather Channel:

Talent Management.
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Figure 4-6 O*NET
Generalized Work
Activities Categories

Note: The U.S. Navy employees
were asked to indicate if their
jobs required them to engage in
work activities such as: Getting
Information; Monitoring
Processes; Identifying Objects;
Inspecting Equipment; and
Estimating Quantifiable
Characteristics.

Source: From O*NET website,
www.onetonline.org.

LEARNING OBJECTIVE 4-4

Explain how you would write a
job description.

a
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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. You use this information to write a job specification;
this lists the knowledge, abilities, and skills required to perform the job satisfactorily.2°

HR in Practice at the Hotel Paris in reviewing the Hotel Paris's employment systems, the HR man-
ager was concerned that virtually all the company’s job descriptions were out of date, and that many jobs
had no descriptions at all. She knew that without accurate job descriptions, all her improvement efforts
would be in vain. To see how this was handled, see the case on pages 122—123 of this chapter.

Diversity Counts

Most people assume that job descriptions are only of use in business settings, but
that’s not the case. In fact, for parents who want the best care for their kids, writ-
ing up a job description before hiring a child-care worker could be quite useful. For
example, because what children learn when they’re very young predicts their future
academic and career success, facilitating early-childhood learning is a crucial task for
many caregivers.”’ And yet few parents write a job description before recruiting their
child-care workers. Many, therefore, hire this important person not clearly under-
standing what they want this person to do.

A well-thought-out job description might benefit everyone involved. The
parent—knowing that supporting early-childhood learning is so important—might
put more effort into finding and training the child’s caregiver (95% of whom are
women). The child might benefit from a more nurturing learning environment. And
the caregiver would gain if, after recognizing how many challenging tasks she is
responsible for, the parent would raise her salary from the current national average of
about $19,000 per year—just about the poverty level for a family of three. m

There is no standard format for writing a job description. However, most
descriptions contain sections that cover:

1. Job identification
2. Job summary
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3. Responsibilities and duties
4. Authority of incumbent
5. Standards of performance
6. Working conditions

7. Job specification

Figures 4-7 and 4-8 present two sample forms of job descriptions.

Job Identification

As in Figure 4-7, the job identification section (on top) contains several types of informa-
tion.? 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
section identifies the job as exempt or nonexempt. (Under the FLSA, certain positions,
primarily administrative and professional, are exempt from the act’s overtime and mini-
mum wage provisions.) Date is the date the job description was actually approved.

There may also be a space to indicate who approved the description and perhaps
a space showing the location of the job in terms of its facility/division and depart-
ment. This section might also include the immediate supervisor’s title and information
regarding salary and/or pay scale. There might also be space for the grade/level of the
job, if there is such a category. For example, a firm may classify programmers as pro-
grammer I, programmer 111, and so on.

Job Summary
The job summary should summarize the essence of the job, and include only its
major functions or activities. Thus (in Figure 4-7), the telesales rep “... is responsible
for selling college textbooks....” For the job of mailroom supervisor, “the mailroom
supervisor receives, sorts, and delivers all incoming mail properly, and he or she
handles all outgoing mail including the accurate and timely posting of such mail.”?’
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,” >
since this leaves open the nature of the job. Finally, state in the summary that the employee
is expected to carry out his or her duties efficiently, attentively, and conscientiously.

Relationships

There may be a “relationships” statement (not in Figure 4-7) that shows the job-
holder’s relationships with others inside and outside the organization. For a human
resource manager, such a statement might say:>!

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 vendors.

Responsibilities and Duties
This is the heart of the job description. It should present a list of the job’s significant re-
sponsibilities and duties. As in Figure 4-7, 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 pur-
chase price variances, and repairing production-line tools and equipment. This section may
also define the jobholder’s authority limits. For example, the jobholder might have author-
ity to approve purchase requests up to $5,000, grant time off or leaves of absence, discipline
department personnel, recommend salary increases, and interview and hire new employees.
Usually, the manager’s basic 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 re-
veal what the employees on each job are doing now.
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Standard Occupational
Classification (SOC)

Classifies all workers into one of

23 major groups of jobs that are
subdivided into minor groups of jobs

PART 2 ¢ RECRUITMENT, PLACEMENT, AND TALENT MANAGEMENT

Second, you can review various sources of standardized job description informa-
tion. For example, the U.S. government’s Standard Occupational Classification
(SOC) (www.bls.gov/soc/socguide.htm) 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 4-8. The employer

and detailed occupations.

JOB TITLE: Telesales Respresentative JOB CODE: 100001
RECOMMENDED SALARY GRADE: EXEMPT/NONEXEMPT STATUS: Nonexempt
JOB FAMILY: Sales EEOC: Sales Workers
DIVISION: Higher Education REPORTS TO: District Sales Manager
DEPARTMENT: In-House Sales LOCATION: Boston

DATE: April 2013

SUMMARY (Write a brief summary of job.)

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.

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.

Supervisory responsibilities (direct and indirect)

None

Other

REQUIRED KNOWLEDGE AND EXPERIENCE (Knowledge and experience necessary to do job)
Related work experience

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.

Formal education or equivalent

Bachelor's degree with strong academic performance or work equivalent experience.

Skills
Must have strong organizational and persuasive skills. Must have excellent verbal and written communications skills
and must be PC proficient.

Other
Limited travel required (approx 5%)

(Continued)

Sample Job Description, Pearson Education

Source: Reprinted and electronically reproduced by permission of Pearson Education, Inc., Upper Saddle River, New Jersey.
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PRIMARY RESPONSIBILITIES (List in order of importance and list amount of time spent on task.)

Driving Sales (60%)

e Achieve quantitative sales goal for assigned territory of smaller colleges and universities.

e Determine sales priorities and strategies for territory and develop a plan for implementing those strategies.

e Conduct 15-20 professor interviews per day during the academic sales year that accomplishes those priorities.

e Conduct product presentations (including texts, software, and Web site); effectively articulate author’s central
vision of key titles; conduct sales interviews using the PSS model; conduct walk-through of books and
technology.

e Employ telephone selling techniques and strategies.

e Sample products to appropriate faculty, making strategic use of assigned sampling budgets.

¢ Close class test adoptions for first edition products.

e Negotiate custom publishing and special packaging agreements within company guidelines.

e |nitiate and conduct in-person faculty presentations and selling trips as appropriate to maximize sales with the
strategic use of travel budget. Also use internal resources to support the territory sales goals.

e Plan and execute in-territory special selling events and book-fairs.

e Develop and implement in-territory promotional campaigns and targeted email campaigns.

Publishing (editorial/ marketing) 25%
e Report, track, and sign editorial projects.
e Gather and communicate significant market feedback and information to publishing groups.

Territory Management 15%
e Track and report all pending and closed business in assigned database.
e Maintain records of customer sales interviews and adoption situations in assigned database.
e Manage operating budget strategically.
e Submit territory itineraries, sales plans, and sales forecasts as assigned.
¢ Provide superior customer service and maintain professional bookstore relations in assigned territory.

Decision-Making Responsibilities for This Position:

Determine the strategic use of assigned sampling budget to most effectively generate sales revenue to exceed sales goals.
Determine the priority of customer 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.

Submitted By: Jim Smith, District Sales Manager Date: April 10,2013
Approval: Date:
Human Resources: Date:
Corporate Compensation: Date:
Continued

can use standard descriptions like these to identify a job’s duties and responsibilities,
such as “Determine the demand for products.”

The employer may also use other popular sources of job description information,
such as www.jobdescription.com. Another simple solution is just to Google the job
description you want, by seeing online what others are doing. Thus, someone writ-
ing 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.?
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Marketing
Manager Description from
Standard Occupational
Classification

Source: U.S. Department of
Labor, Bureau of Labor Statistics.

5

U.S.

Department

of Labor
Bureau of
Labor Statistics

Standard Occupational Classification
www.bls.gov Advanced Search | A-Z Index

BLS Home | Programs & Surveys | Get Detalled Statistics | Glossary | What's New | Find It! In DOL

11-2021 Marketing Managers

Determine the demand for products and services offered by a firm and its competitors and identify
potential customers. Develop pricing strategies with the goal of maximizing the firm's profits or share of
the market while ensuring the firm's customers are satisfied. Oversee product development or monitor
trends that indicate the need for new products and services.

Go to www.careerplanner.com. Then click Job Descriptions, then scroll down to
Marketing Manager Job Description.>*

O*NET online, as noted, is another option for finding job duties. We present an
example in the hr Tools for Line Managers and Small Businesses feature at the end
of this section.

TRENDS SHAPING HR: DIGITAL AND SOCIAL MEDIA

Social media is helping to democratize HR, by enabling line managers to do things
for which they formerly required HR managers, thus bypassing HR. For example,
the hiring manager can easily unearth job titles and duties using social media like
LinkedIn. Thus (to paraphrase what someone posted on LinkedIn): I hope some of
vou IT recruiters out there can help me to better understand what I need to put into the
Jjob 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 techni-
cal skills match the desired job? (2) What technical problems were solved by the job
seeker? and (3) Did job seeker know about Cloud Deployment?®
But some of the job titles you’ll find on social media may be more creative than

usable. For example, Pinterest calls its designers Pixel Pushers!*® m

Writing clear job duties is an art. For a teacher, for example, one duty might be:?’

Sth

Incorrect: Ensures that students learn 5" grade English with the aim of passing

the required common exam.

Comment: What the teacher does is ambiguous, and the expected process and
results of the teacher’s actions aren’t clear.

Correct: Studies past common English exams to understand what they typically
involve, prepares yearly, weekly, and daily lesson plans, presents each day’s lesson
clearly with follow up questions to ensure learning, administers weekly tests to
confirm learning, and counsel students with one on one in class lessons as necessary.

KNOW YOUR EMPLOYMENT LAW
Writing Job Descriptions That Comply with the ADA

™ Disabilities Act (ADA). Under the ADA, the individual must have the requisite skills,

<

W L
50(\% The list of job duties is crucial to employers’ efforts to comply with the Americans with
8AS

educational background, and experience to perform the job’s essential functions. The
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EEOC says, “Essential functions are the basic job duties that an employee must be able
to perform, with or without reasonable accommodation.”® 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
function.*

o What the degree of expertise or skill required to perform the function is.

40

As an example, answering calls and directing visitors to the proper offices might be
essential functions for a receptionist’s job. The EEOC says it will consider both the
employer’s judgment about which functions are essential, and a written job descrip-
tion prepared before advertising or interviewing for a job as evidence of essential
functions. Other evidence includes the actual work experience of present or past em-
ployees in the job, the time spent performing a function, and the consequences of not
requiring that an employee perform a function.

If the disabled individual can’t perform the job as currently structured, the employer
is required to make a “reasonable accommodation,” unless doing so would present an
“undue hardship.” The EEOC says reasonable accommodation may include:

acquiring or modifying equipment or devices,

job redesign/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. m

Standards of Performance and Working Conditions

A “standards of performance” section lists the standards the company expects the
employee 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.

The job description may also list the job’s working conditions, such as noise level,
hazardous conditions, or heat.

DIMPROVING PERFORMANCE: 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, including a list of the duties normally assigned to these positions.

The small business owner has at least three options. The Standard Occupational Classification, men-
tioned earlier, provides detailed descriptions of thousands of jobs and their human requirements. Web sites
like www.jobdescription.com provide customizable descriptions 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
(http://online.onetcenter.org).*! It is free to use.
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Simple Job
Description Questionnaire

Source: Copyright Gary Dessler,
PhD.

O*NET

The U.S. Department of Labor's online occupational information network, called O*NET, enables anyone 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 Classification and O*NET list the specific duties associated with numerous occupa-
tions. 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.*> An O*NET job listing 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 planers also use
O*NET to check the job's labor market characteristics, such as employment projections and earnings data.*?
The steps in using O*NET to facilitate writing a job description follow.

Step 1. Review your Plan. Ideally, the jobs you need should flow from your departmental 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 kinds of 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.4

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 Figures 4-4 and 4-9).

Background Data
for Job Description

Job Title Department
Job Number Written by
Today’s Date Applicable DOT Codes

. Applicable DOT Definition(s):

. Job Summary:
(List the more important or regularly performed tasks)

lll. 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 fo duty.)

A. Daily Duties:

B. Periodic Duties:
(Indicate whether weekly, monthly, quarterly, efc.)

C. Duties Performed at Irregular Intervals:
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Source: Reprinted by permission o-net’
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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 just above.)

Start by going to http://online.onetcenter.org (A). Here, click on Find Occupations. 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 Occupations 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, you might want to combine the duties of the “retail
salesperson” with those of “first-line supervisors/managers of retail sales workers.”
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8pc%

LEARNING OBJECTIVE 4-5

Explain how to write a job
specification.

Filling jobs with untrained
employees requires
identifying the personal
traits that predict
performance.

Step 5. List the Job’s Human Requirements from O*NET. Next, return to the summary for Retail Salesper-
son (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.

Step 6. Finalize the Job Description. Finally, perhaps using Figure 4-9 as a guide, write an appropri-
ate 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. m

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

& Talk About It 2: Pick a job that someone with whom you are familiar is doing, such as a bus
driver, mechanic, and so on. Review the O*NET information for that job. To what extent does the
person seem to have what it takes to do that job, based on the O*NET information? How does that
correspond to how he or she is actually doing?

Writing Job Specifications

The job specification takes the job description and answers the question, “What hu-
man traits and experience are required to do this job effectively?” It shows what kind
of person 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 4-7 on
pages 110—111—it is part of the job description.®’

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 per-
forming the job or for trainability. Thus, for a job that requires detailed manipulation
in a circuit board assembly line, you might want someone who scores high on a test of

Hill Street Studios/Blend Images/Corbis



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.

task statement

Written item that shows what the
worker does on one particular job
task; how the worker does it; the
knowledge, skills, and aptitudes

required to do it; and the purpose of

the task.
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finger dexterity. Employers identify the job’s human requirements either through a sub-
jective, judgmental approach or through statistical analysis (or both).

Specifications Based on Judgment

Most job specifications simply reflect the educated guesses of people like supervi-
sors 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 those listed in Web-based job descriptions
like those at www.jobdescription.com. (For example, a typical job description there
lists “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. Industriousness is
an example. Who wants an employee who doesn’t work hard? One researcher collected
supervisor ratings and other information from 18,000 employees in 42 different hourly
entry-level jobs.*® Generic work behaviors that he found to be important to all
jobs included thoroughness, attendance, unruliness [lack of], and scheduling flexibility
(for instance, offers to stay late when store is busy). Another study, of over 7,000 execu-
tives, found that crucial top-leader behaviors included: takes initiative, practices self-
development, displays high integrity, drives for results, and develops others.*’

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 here is to determine statisti-
cally the relationship between (1) some predictor (human trait such as height, intel-
ligence, 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
predict performance; (3) test candidates for these traits; (4) measure these candidates’
subsequent 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.

Why is this 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. But, in prac-
tice, most employers rely on judgmental approaches.

The Job-Requirements Matrix

Although most employers use job descriptions and specifications to summarize their
jobs’ duties and responsibilities, the job-requirements matrix is also popular.*® A
typical matrix lists the following information, in five columns:

Column 1: Each of the job’s four or five main job duties (such as Post Accounts
Payable)

Column 2: The rask 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 duty

Column 5: The knowledge, skills, ability, and other human characteristics (KSAO)
related to each main job duty®

The main step in creating a job-requirements matrix involves writing the task
statements. Each task statement describes what the worker does on each of a main
job duty’s separate job tasks and sow the worker does it.


http://www.jobdescription.com
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LEARNING OBJECTIVE 4-6

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.

LEARNING OBJECTIVE 4-7

Explain competency-based job
analysis, including what it means
and how it’s done in practice.

HR Manager
Competency Model
Source: The SHRM Body of
Competency and Knowledge.
©2014, Society for Human
Resource Management.,
Alexandria, VA. Used with
permission. All rights reserved.

Employee Engagement Guide for Managers

How does one identify candidates who have a high likelihood of becoming engaged
employees? 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 become an engaged
employee?” The human resource consulting company Development Dimensions
International conducted a study of 3,800 employees. It identified several personal
characteristics that seemed to predict the likelihood someone would be engaged.>
These traits included adaptability, passion for work, emotional maturity, positive dis-
position, self-advocacy, and achievement 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 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.”>! For example, seek out candidates with a demonstrated commitment to serve
others, such as nurses, veterans, and voluntary first responders.

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 today are flattening their hierar-
chies, squeezing out managers, and leaving the remaining workers with more jobs to
do. Changes like these tend to blur where one job starts and another ends. In situa-
tions like these, relying on a list of job duties that itemizes specific things you expect
the worker to do is often impractical.>?

Many employers are therefore using a newer job analysis approach. Instead of
listing the job’s duties, they are listing, in competency models (or profiles), the knowl-
edge, skills, and experience someone needs to do the job. Such models or profiles (see
Figure 4-10) list the competencies employees must be able to exhibit to get their jobs
done.®® In creating a competency model for HR managers, the Society for Human
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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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Resource Management describes a competency as a “cluster of highly interrelated
attributes” (such as research design knowledge, critical thinking skills, and deductive
reasoning abilities) that give rise to the behaviors (such as critical evaluation) someone
would need to perform a given job (in this case, HR manager) effectively.>*

The competency model or profile then becomes the guidepost for recruiting,
selecting, training, evaluating, and developing employees for each job.> For instance,
the manager hires new employees using tests that measure the profile’s list of competen-
cies, trains employees with courses that develop these competencies, and appraises per-
formance by assessing the worker’s competencies. The accompanying Strategic Context
feature illustrates.

D IMPROVING PERFORMANCE: The Strategic Context

Daimler Alabama Example

In planning its Alabama Mercedes-Benz factory, Germany-based Daimler’s strategy was to design a high-tech
factory.”® 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 (seeking continuously to find better ways to do things).

Such a production strategy requires certain employee competencies (skills and behaviors). For example,
it requires multiskilled and flexible employees who are eager to work cooperatively in teams.

Competencies-based job analysis played an important role in this factory. Guidelines here regarding whom
to hire and how to train them are based more on the competencies someone needs to do the job (such as “abil-
ity to work cooperatively on a team”) than on lists of job duties. Because they don’t have to follow detailed job
descriptions showing what “my job"” is, it's easier for employees to move from job to job within their teams. Not
being pigeonholed also encourages workers to look beyond their own jobs to find ways to improve things. For
instance, one team found a $0.23 plastic prong that worked better than the one for $2.50 the plant was using
to keep car doors open during painting. Building its modern “continuous improvement” plant meant Daimler
needed employees who thought for themselves. Organizing its jobs around worker competencies and using
competency-based job analysis helped Daimler achieve its strategic aims here. ®

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

& Talk About It 3: Specifically, what competencies would you look for in a prospective Alabama
plant employee? Why?

How to Write Competencies Statements

The process for identifying the job’s required competencies is similar to traditional
job analysis. For example, 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 competency statement.

The ideal competency statement will include three elements.”’ One is the name
and a brief description of the competency, such as “Project Management—creating
accurate and effective project schedules.” The second is a description of the observable
behaviors that represent proficiency in the competency, such as “continuously man-
age project risks and dependencies by making timely decisions.” Third are proficiency
levels. For example (for project management from low to high):*®

o Proficiency Level 1. Identifies project risks and dependencies and communi-
cates routinely to stakeholders

o Proficiency Level 2. Develops systems to monitor risks and dependencies and
report changes

e Proficiency Level 3. Anticipates changing conditions and impact to risks and
dependencies and takes preventive action


http://www.opm.gov
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Skills Matrix

Note: This is an example of

a skills matrix for technical/
engineering product develop-
ment employees. The light blue
boxes show the level required
for each skill for these product
development employees. An
accompanying key would pro-
vide specific examples for each
level of each skill, with difficulty
increasing for each skill level
starting at Level 1. For example,
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.
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Level 6 _ 6 6 6 6

Level 5 5 5 5 5 s
Level 4 4 4 4 4 4

Level 3 3 3 3 3 3

Level 2 2

Level 1 1

Commercial
Awareness
Skills

Decision
Making
and Problem
Solving Skills

Technical
Expertise/Skills

Leadership
Skills

Interpersonal
Skills

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.>

Their solution was a skills matrix like that in Figure 4-11. They had skills matrices
for each job or job family (such as drilling managers). As in Figure 4-11, each matrix
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.

BP’s skills matrix approach also supported its talent management efforts. Talent
management efforts in this unit could now focus on recruiting, hiring, training,
appraising, and rewarding employees based on the set of skills employees need to
perform the job in question.

Chapter Review

®
MYM an agementLab Go to mymanagementlab.com to complete the problems marked with this icon. &

Chapter Section Summaries

4-1. Employers today often view all the staff—train—
reward activities as part of a single integrated
talent management process. We defined talent
management as the holistic, integrated and results
and goal-oriented process of planning, recruiting,
selecting, developing, managing, and compensat-
ing employees. When a manager takes a talent
management perspective, he or she should keep
in mind that the talent management tasks are
parts of a single interrelated talent management
process; make sure talent management decisions
such as staffing and pay are goal-directed; use the
same “profile” for formulating recruitment plans
for a job as you do for making selection, train-
ing, appraisal, and payment decisions for it; and
integrate/coordinate all the talent management

functions.

4-2. All managers should 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 specifica-
tions identify what kind of people to hire for the
job. The job analysis itself involves collecting
information on matters such as work activi-
ties; required human behaviors; and machines,
tools, and equipment used. Managers use job
analysis information in recruitment and selec-
tion, compensation, training, and performance
appraisal. The basic steps in job analysis include
deciding on the use of the job analysis informa-
tion, reviewing relevant background information
including organization charts, analyzing the job,
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verifying the information, and developing job de-
scriptions and job specifications.

. There are various methods for collecting job analy-

sis information. These include interviews, ques-

tionnaires, observation, participant diary/logs,
and quantitative techniques such as position
analysis questionnaires. Employers increasingly
collect information from employees via the

Internet.

Managers should know how to write job

descriptions. While there is no standard format,

most descriptions contain sections that cover
job identification, a job summary, a listing of
responsibilities and duties, the job incumbent’s
authority, and performance standards. The job
description may also contain information re-
garding the job’s working conditions, and the
job specifications. Many employers use Internet
sources such as www.jobdescription.com to
facilitate writing job descriptions.

. In writing job specifications, it’s important to
distinguish between specifications for trained
versus untrained personnel. For trained
employees, the process is relatively straight-
forward, because you’re looking primarily for
traits like experience. For untrained personnel,
it’s necessary to identify traits that might pre-
dict success on the job. Most job specifications
come from the educated guesses of people like

4-4.

4-6.
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supervisors, and are based mostly on judgment.
Some employers use statistical analyses to iden-
tify predictors or human traits that are related to
success on the job.

Human traits and behaviors that may predict the job
candidates’ likelihood to be engaged and that 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 com-
mitment to serve others.

. Employers are using competencies models and pro-

files in talent management. The aim is to create
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 recruit-
ment, selection, training, and evaluation and de-
velopment plans for each job. Competency-based
Jjob analysis means describing the job in terms of
measurable, observable, 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.

Discussion Questions

4-1. Why, in summary, should managers think of
staffing, training, appraising, and paying employ-
ees as a talent management process?

& 4-2. What items are typically included in the job
description?

4-3. We discussed several methods for collecting
job analysis data—questionnaires, the position
analysis questionnaire, and so on. Compare and
contrast these methods, explaining what each is
useful for and listing the pros and cons of each.

4-4.

4-5.
o 4-6.

4-7.

4-8.

Describe the types of information typically found
in a job specification.

Explain how you would conduct a job analysis.
Do you think all companies can really do without
detailed job descriptions? Why or why not?
Explain how you would create a job-
requirements matrix for a job.

In a company with only 25 employees, is there
less need for job descriptions? Why or why not?
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Individual and Group Activities

4-9. Working individually or in groups, obtain cop-
ies of job descriptions for clerical positions at
the college or university where you study, or the
firm where you work. What types of informa-
tion 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 con-
clusions with those of other students or groups.
Were there any significant differences? What do
you think accounted for the differences?


http://www.jobdescription.com
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4-11. Appendices A and B at the end of this book

WLe (pages 612-629) list the knowledge some-
20(\% one studying for the HRCI (Appendix A)
b m  or SHRM (Appendix B) certification exam

&ps¢  needs to have in each area of human re-

source management (such as in Strategic
Management, and Workforce Planning). In
groups of several students, do
four things: (1) review Appendix A and/or B;
(2) identify the material in this chapter that
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relates to the Appendix A and/or Appendix B
required knowledge lists; (3) write four multiple-
choice exam questions on this material that you
believe would be suitable for inclusion in the
HRCI exam and/or the SHRM 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.

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 4-9.)

How to Set Up the Exercise/Instructions: Set up groups
of several 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 4-9). Each student should review
his or her questionnaire (as appropriate) before joining
his or her group.

4-12. Each group should do a job analysis of the
instructor’s job: Half of the groups will use the

Application Case

The Flood

In May 2011, Mississippi River flooding hit Vicksburg, Mississippi, and
the Optima Air Filter Company. Many employees’ homes were devas-
tated. Optima found that it had to hire almost three completely new
crews, one for each shift. The problem was that the “old-timers” had
known their jobs so well that no one had ever bothered to draw up job
descriptions for them. When about 30 new employees began taking
their places, there was general confusion about what they should do
and how they should do it.

The flood quickly became old news to the firm's out-of-state
customers, who wanted filters, not excuses. Phil Mann, the firm’s
president, was at his wits’ end. He had about 30 new employees, 10
old-timers, and his original factory supervisor, Maybelline. He decided

Figure 4-4 job analysis questionnaire for this
purpose, and half will use the Figure 4-9 job
description questionnaire.

Based on this information, each group will
develop its own job description and job
specification for the instructor.

Next, each group should choose a partner
group, one that developed the job description
and job specification using the alternate method.
(A group that used the job analysis questionnaire
should be paired with a group that used the job
description questionnaire.)

Finally, within each of these new combined
groups, compare and critique each of the two
sets of job descriptions and job specifications.
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?

4-13.

4-14.

4-15.

to meet with Linda Lowe, a consultant from the local university’s busi-
ness school. She immediately had the old-timers fill out a job question-
naire that listed all their duties. Arguments ensued almost at once: Both
Phil and Maybelline thought the old-timers were exaggerating to make
themselves look more important, and the old-timers insisted that the
lists faithfully reflected their duties. Meanwhile, the customers clam-
ored for their filters.

Questions
4-16. Should Phil and Linda ignore the old-timers’ protests and
write the job descriptions as they see fit? Why? Why not?
How would you go about resolving the differences?
4-17. How would you have conducted the job analysis? What
should Phil do now?
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Continuing Case

Carter Cleaning Company
The Job Description

Based on her review of the stores, Jennifer concluded that one of the
first matters she had to attend to involved developing 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 descriptions actually play in the smooth func-
tioning 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 policies and
procedures. Repeatedly, the answers were either “Because | didn't know
it was my job” or “Because | didn’t know that was the way we were sup-
posed to do it.” Jennifer knew that a job description, along with a set of
standards and procedures 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 directing all store
activities in such a way that quality work is produced, customer relations
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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 rela-
tions, bookkeeping and cash management, cost control and productiv-
ity, 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

4-18. What should be the format and final form of the store man-
ager’s job description?

4-19. Is it practical to specify standards and procedures in the body
of the job description, or should these be kept separate?

4-20. How should Jennifer go about collecting the information
required for the standards, procedures, and job description?

4-21. What, in your opinion, should the store manager’s job
description look like and contain?

Translating Strategy into HR Policies and Practices Case*3

*The accompanying strategy map for this chapter is in MyManagementLab, and the overall map on the inside back cover of this text outlines the relationships

involved.

Improving Performance at The Hotel Paris
The New Job Descriptions

The Hotel Paris's competitive strategy is “To use superior guest service
to differentiate the Hotel Paris properties, and to thereby increase the
length of stay and return rate of guests, and thus boost revenues and
profitability.” HR manager Lisa Cruz must now formulate functional
policies and activities that support this competitive strategy and
boost performance by eliciting the required employee behaviors and
competencies.

As an experienced human resource director, the Hotel Paris’s Lisa
Cruz knew that recruitment and selection processes invariably influ-
enced employee competencies and behavior and, through them, the
company’s bottom line. Everything about the workforce—its collective
skills, morale, experience, and motivation—depended on attracting
and then selecting the right employees.

In reviewing the Hotel Paris's employment systems, she was there-
fore concerned that virtually all the company’s job descriptions were
out of date, and that many jobs had no descriptions at all. She knew
that without accurate job descriptions, all her improvement efforts
would be in vain. After all, if you don‘t know a job’s duties, responsi-
bilities, and human requirements, how can you decide whom to hire
or how to train them? To create human resource policies and practices
that would produce employee competencies and behaviors needed to
achieve the hotel’s strategic aims, Lisa’s team first had to produce a set
of usable job descriptions.

A brief analysis, conducted with her company’s CFO, reinforced
that observation. They chose departments across the hotel chain that

8 Written by and copyright Gary Dessler, PhD.

did and did not have updated job descriptions. While they understood
that many other factors might be influencing the results, they believed
that the statistical relationships they observed did suggest that having
job descriptions had a positive influence on various employee behav-
iors and competencies. Perhaps having the descriptions facilitated
the employee selection process, or perhaps the departments with the
descriptions just had better managers. In any case, Lisa received the
go-ahead to design new job descriptions for the chain.

While the resulting job descriptions included numerous traditional
duties and responsibilities, most also included several competencies
unigue to each job. For example, job descriptions for the front-desk
clerks included competencies such as “able to check a guest in or out in
five minutes or less.” Most service employees’ descriptions included the
competency, “able to exhibit patience and guest supportiveness even
when busy with other activities.” Lisa knew that including these com-
petencies would make it easier for her team to devise useful employee
selection, training, and evaluation processes.
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Questions
In teams or individually:

4-22. Based on the hotel’s stated strategy and on what you learned
here in Chapter 4 of Dessler Human Resource Management,
list at least four more important employee behaviors impor-
tant for the Hotel Paris’s staff to exhibit.

If time permits, spend some time prior to class observing
the front-desk clerk at a local hotel. In any case, create a job
description for a Hotel Paris front-desk clerk.

4-23.
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MyManagementlLab

Go to mymanagementlab.com for Auto-graded writing questions as well as the following
Assisted-graded writing questions:

4-24. What is job analysis? How can you make use of the information it provides?

4-25. Explain what a competencies model is and what the model would look like for
the job of university professor.

4-26. MyManagementLab only—comprehensive writing assignment for this chapter.

@ Try It!

How would you apply the concepts and skills you learned in this chapter? If your professor has
assigned this, go to the Assignments section of mymanagementlab.com to complete the
simulation: Teams.

PERSONAL
INVENTORY
ASSESSMENT

& PERSONAL INVENTORY ASSESSMENTS 9 0

Personal Assessment of Management Skills
How good are you at sizing up one’s skills? Complete this assessment to learn more about your personality.
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LEARNING OBJECTIVES

5 -I Explain the main techniques used in
- employment planning and forecasting.

5 2 Explain and give examples for the need for
- effective recruiting.

5 3 Name and describe the main internal sources of
- candidates.

5 4 Discuss a workforce planning method you
- would use to improve employee engagement.

5 5 List and discuss the main outside sources of
- candidates.

5 6 Explain how to recruit a more
- diverse workforce.

5 7 Discuss practical guidelines for obtaining
- application information.

ike most luxury hotel businesses, Four Seasons
Lbuilds its strategy around offering superior cus-
tomer service, and doing that requires staffing
its hotels with highly motivated and high-morale
employees.! Therefore, in thinking through how to
recruit employees, Four Seasons managers sought
a way to use recruitment to encourage the employee
motivation and morale that would lead to improved
customer service. We will see what they did.

(W TETES
Strategic Goals

Employee Competencies
and Behaviors Required
for Company to Achieve
These Strategic Goals

placement

HR Policies and Practices
Required to Produce
Employee Competencies
and Behaviors
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LEARNING OBJECTIVE 5-1

Explain the main techniques
used in employment planning
and forecasting.

workforce (or employment
or personnel) planning

The process of deciding what posi-
tions the firm will have to fill, and
how to fill them.

Steps in
Recruitment and Selection
Process

Introduction

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, as
illustrated in Figure 5-1:

1. Decide what positions to fill, through workforcelpersonnel planning and
forecasting.

2. Build a pool of candidates for these jobs, by recruiting internal or external
candidates.

3. Have candidates complete application forms and perhaps undergo initial screen-
ing interviews.

4. Use selection tools like tests, background investigations, and physical exams to
screen candidates.

5. Decide who to make an offer to, by having the supervisor and perhaps others
interview the candidates.

This chapter focuses on personnel planning and on recruiting employees.
Chapters 6 and 7 address tests, background checks, physical exams, and interviews.

Workforce Planning and Forecasting

Workforce (or employment or personnel) planning is the process of deciding
what positions 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 its projected
workforce needs. Workforce planning should precede recruitment and selection.
After all, if you don’t know what your employment needs will be in the next few
months or years, why are you hiring?

One consulting firm’s approach illustrates workforce planning.? First, Towers
Watson reviews the client’s business plan and workforce data (for instance, on how sales
influence staffing levels). This helps them better understand how projected business
plan changes may influence the client’s headcount and skills requirements. Second,
they identify what positions the firm will have to fill and potential workforce gaps, by
making workforce supply and demand projections; this helps them understand what
new future positions they’ll have to fill, and what current employees may be promot-
able into those positions. Third, they develop a workforce strategic plan; here they
prioritize key workforce gaps (such as, what positions will have to be filled, and who
do we have who can fill them?) and identify specific (training and other) plans for
filling any gaps. Finally, they implement the changes (for instance, new recruiting and
training programs), and use various metrics to monitor the process. Towers Watson

\}
1
1
1
1
L}

Employment Recruiting: Candidates | } Candidate
planning and Build a pool -7 Ve = - —— - - =
orecasting of candidates becomes
employee

Applicants Use selection Supervisors and
complete tools like tests others interview final
application candidates to make

final choice

The recruitment and selection process is a series of hurdles aimed at selecting the best candidate for the job.



The dashboards, which are
part of Towers Watson'’s
workforce planning
Internet software, help
clients manage the
workforce planning
process.

Source: © Towers Watson 2012.
Used with permission.
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Workforce scan Dashboards

clients can use its special “MAPS” software to facilitate the workforce planning pro-
cess. MAPS contains dashboards (see the four exhibits above). The manager uses
these, for instance, to monitor key recruitment metrics, and to conduct a detailed
analysis of the current workforce and historical workforce trends.

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.?

Strategy and Workforce Planning

Workforce planning shouldn’t occur in a vacuum. Instead, workforce/employment
planning is best understood as an outgrowth of the firm’s strategic and business plan-
ning. For example, plans to enter new businesses, to build new plants, or to reduce
activities will all influence the number of and types of positions to be filled. At the
same time, decisions regarding how to fill these positions will impact other HR plans,
for instance, training and recruitment plans. The Strategic Context feature illustrates.

D IMPROVING PERFORMANCE: The Strategic Context

Four Seasons

As noted, Four Seasons builds its strategy around offering superior customer service, and that requires
highly motivated and high-morale employees.# How can Four Seasons use its recruitment practices to en-
courage such motivation and morale? One way Four Seasons does this is by filling hotel positions around
the world with internal transfers. In one recent year, for instance, about 280 employees relocated from
hotels in one country to another within the Four Seasons chain. Employees love it. It gives them a chance
for adventure and to see the world, while building a career with a great hotel chain.® And it’s great for
Four Seasons too, because the resulting high morale and motivation supports Four Seasons’ strategic goal
of superior customer service. In other words, Four Seasons uses recruitment practices that produce the
excellent service the chain needs to achieve its strategic goals. |

Source: Based on Robert Hackett, “a global opportunity,” fortune, volume 171, number two, February 1, 2015, page 22.

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

& Talk About It 1: Can you think of any other benefits Four Seasons may derive from its policy of
transferring employees among its hotels? What are they?
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trend analysis

Study of a firm’s past employment
needs over a period of years to
predict future needs.

ratio analysis

A forecasting technique for deter-
mining future staff needs by using
ratios between, for example, sales
volume and number of employees
needed.

Like any good plans, employment plans are built on forecasts—basic assump-
tions about the future. As at Four Seasons, one basic employment planning decision
will be whether to fill projected openings internally (with current employees) or exter-
nally (by bringing in new people). Therefore, you will usually need three sets of em-
ployment forecasts: one for personnel needs (demand), one for the supply of inside
candidates, and one for the supply of outside candidates. With these, the manager
can identify supply—demand gaps, and develop action plans to fill the projected gaps.
We will start with forecasting personnel needs/demand.

Forecasting Personnel Needs (Labor Demand)

How many people with what skills will we need? Managers consider several fac-
tors.® For example, when Dan Hilbert took over staffing at Valero Energy, he
reviewed Valero’s projected retirements, growth plans, and turnover history. He
discovered that projected employment shortfalls were four times more than Valero
could fill with its current recruitment procedures. He formulated new person-
nel plans for boosting employee retention and recruiting and screening more
candidates.’

A firm’s future 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. Forecasting workforce demand therefore starts with estimat-
ing what the demand will be for your products or services. Short term, management
should be concerned with daily, weekly, and seasonal forecasts.® For example, retailers
track daily sales trends because they know, for instance, that Mother’s Day produces
a jump in business and a need for additional store staff. Seasonal forecasts are critical
for retailers contemplating end-of-year holiday sales, and for many firms such as land-
scaping and air-conditioning vendors.

Longer term, managers will follow industry publications and economic forecasts
closely, 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 other factors. These include projected
turnover, decisions to upgrade (or downgrade) products or services, productivity
changes, financial resources, and decisions to enter or leave businesses. The basic
tools for projecting personnel needs include trend analysis, ratio analysis, and the
scatter plot.

TREND ANALYSIS 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 5 years in each subgroup (like sales, production, secretarial,
and administrative) to identify trends.

Trend analysis can provide an initial rough estimate of future staffing needs.
However, employment levels rarely depend just on the passage of time. Other factors
(like productivity and retirements, for instance), and changing skill needs will influ-
ence impending workforce needs.

RATIO ANALYSIS Another simple approach, ratio analysis, means making forecasts
based on the historical 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 sales-
people would change.



scatter plot
A graphical method used to help
identify the relationship between
two variables.

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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THE SCATTER PLOT 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 5 years. The human resource director wants to forecast how many regis-
tered nurses the hospital will need. The human resource director realizes she must
determine the relationship 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 Registered

(Number of Beds) Nurses
200 240
300 260
400 470
500 500
600 620
700 660
800 820
900 860

Figure 5-2’s graph compares hospital size and number of nurses. If the two are
related, 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.

While simple, tools like scatter plots have drawbacks.’

1. Historical sales/personnel relationships assume that the firm’s existing activities
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.

Computerized systems and Excel spreadsheets help managers translate estimates
of projected productivity and sales levels into forecastable personnel requirements.

(1,210)
1,200

1,000
800
600

400

Number of registered nurses

200

I Y TR TR Y SRR N NN N
200 400 600 800 1,000 1,200 1,400
Hospital size (no. of beds)
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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.

Personnel
or Management
Replacement Chart
Showing Development
Needs of Potential Future
Divisional Vice Presidents
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Computerized forecasts enable managers to build more variables into their personnel
projections. Thus, at Chelan County Public Utility District, the development man-
ager built a statistical model encompassing such things as age, tenure, turnover rate,
and time to train new employees.!® This model helped quickly identify five
occupational “hotspots” among 33 occupational groups at the company. This in turn
prompted Chelan to focus more closely on creating plans to retain and hire, for
instance, more systems operators.“

MANAGERIAL JUDGMENT Few historical trends, ratios, or relationships will continue
unchanged into the future. Judgment is thus needed to adjust 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 productivity; and financial resources
available, for instance, a projected budget crunch.

Forecasting the Supply of Inside Candidates

The personnel demand forecast provides only half the staffing equation, by answer-
ing the question: “How many employees in what positions will we need?” Next, the
manager must forecast the supply (availability) of inside and outside candidates.

Most firms start with possible inside candidates. The main task here is determin-
ing which current employees are qualified or trainable for the projected openings.
Department 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."? For
each current employee, list the person’s skills, education, company-sponsored courses
taken, career and development interests, languages, desired assignments, and other
relevant experiences. Computerized versions of skills inventory systems are also
available.'?

Personnel replacement charts (Figure 5-3) 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, with a position replace-
ment card you create a card for each position, showing possible replacements as well
as their present performance, promotion potential, and training.

Division
Vice President

Vice President
Sales

A Able, J. .

Required development:

- Job rotation into
finance and production

* Executive development
course in strategic
planning

*In-house development
center—2 weeks

Vice President
Finance

/\ smith,B. [ ]

Required development:
None recommended

Vice President
Production

A Jones, D. |:|

Required development:

Non ommended

PRESENT
PERFORMANCE

PROMOTION
POTENTIAL

Outstanding

JAN
Satisfactory A
A

Ready now l:’
Needs further training -

Needs improvement Questionable



Keeping
Data Safe
Source: Reprinted with

permission from HR Magazine,

November 2005. © SHRM.
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Larger firms obviously can’t track the qualifications of hundreds or thousands
of employees manually. They therefore computerize this information, using various
packaged software systems such as Survey Analytics’s Skills Inventory Software.
Skills inventory systems such as one from Perceptyx (www.perceptyx.com) enables
employers to collect and compile employee skills information in real time via online
employee surveys. Skills inventory programs help management anticipate staffing
and skllls shortages, and facilitate workforce planning, recruitment, and train-
ing.'* They 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 industry experience, formal education, industry experiences, foreign language
skills, relocation limitations, career interests, and performance appraisals.

The usual skills inventory 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 someone 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. As the user of one such system said, “The [SumTotal] platform allows us
to track and assess the talent pool and promote people within the company. ... The
succession module helps us to identify who the next senior managers could be and
build development plans to help them achieve their potent1al 15

The employer must secure all its employee data.'® Leglslatlon glves employees
legal rights regarding who has access to information about them.!” Internet access
makes it relatively easy for more people to access the firm’s computerized files.'® The
U.S. Office of Personnel Management recently lost data on as many as 14 million
current and former employees this way.'® Figure 5-4 summarizes some 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 creating 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 engineering supervisor, to director of engineering)
will move from position to position and therefore be available to fill the key position.

Forecasting the Supply of Outside Candidates

If there won’t be enough skilled inside candidates to fill the anticipated openings (or
you want to go outside for another reason), you will turn to outside candidates.
Forecasting workforce availability depends first on the manager’s own sense
of what’s happening in his or her industry and locale. For example, unemployment
rates above 7% a few years ago signaled to HR managers that finding good can-
didates might be easier.”’’ The manager then supplements such observations with
formal labor market analyses. For example, look for economic projections online
from the U.S. Congressional Budget Office (www.cbo.gov) and the Bureau of Labor
Statistics (www.bls.gov/emp/ep_pub_occ_projections.htm). You may also want to

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:

e Perform background checks on anyone who is going to have access to personal information.

e |f 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.

e 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.

e Limit access to information such as SSNs, health information, and other sensitive data to HR
managers who require it to do their jobs.


http://www.perceptyx.com
http://www.cbo.gov
http://www.bls.gov/emp/ep_pub_occ_projections.htm
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succession planning

The ongoing process of system-
atically identifying, assessing, and
developing organizational leadership
to enhance performance.

forecast specific occupations. O*NET (discussed in Chapter 4) reports projections
for most occupations. The U.S. Bureau of Labor Statistics publishes annual occupa-
tional projections both online and in the Monthly Labor Review and in Occupational
Outlook Quarterly.

Today’s emphasis on technology means many applicants may lack basic skills
such as math, communication, creativity, and teamwork.2! Such needs, too, get fac-
tored into the employer’s workforce and training plans.

Predictive Workforce Monitoring

Most employers review their workforce plans every year or so, but this isn’t always
sufficient For instance, having failed to do much formal workforce planning, Valero
Energy almost lacked sufficient time to implement a plan to address replacing
employees who would soon retire.

Workforce planning therefore often involves paying continuous attention to
workforce planning issues. Managers call this predictive workforce monitoring. For ex-
ample, 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 2 years in the future.”? Boeing Corp.
considers various factors when predicting talent gaps as part of its “workforce model-
ing” process. These include Boeing workforce characteristics such as age, retirement
eligibility for employees with various skills, economic trends, anticipated increases or
decreases in staffing levels, and internal transfers and promotions.>* The accompanying
HR as a Profit Center feature shows an example.

D IMPROVING PERFORMANCE: HR as a Profit Center
Predicting Labor Needs

Valero Energy created a “labor supply chain” for improving the efficiency of its workforce planning, recruit-
ing, and hiring process. It includes an analytic tool that predicts Valero’s labor needs based on past trends.
And, it includes computer screen “dashboards” that show how components in the staffing 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 position; 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 $2,300.2* m

Source: Based on Ed Frauenheim, “Valero Energy,” Workforce Management, March 13, 2006.

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete this discussion.

& Talk About It 2: Explain how Valero might use the Towers Watson workforce planning process
on pages 128-129.

Matching Projected Labor Supply and Labor Demand

Workforce planning should logically culminate in a workforce plan. This plan lays
out the employer’s projected workforce and skills gaps, as well as staffing plans for
filling these gaps. For example, the plan should identify the positions to be filled;
potential internal and external candidates or sources for these positions; the training
and promotions moving people into the positions will entail; and the resources that
implementing the plan will require, for instance, in recruiter fees, estimated training
costs, relocation costs, and interview expenses.

Succession Planning

Succession planning involves developing workforce plans for the company’s top
positions. Succession planning is the ongoing process of systematically identifying,
assessing, and developing organizational leadership to enhance performance.”® It
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entails three steps: identify key position needs, develop inside candidates, and assess
and choose those who will fill the key positions.?’

First, based on the company’s strategic and business plans, top management and
the human resource director identify what the company’s future key position needs
will be. Matters to address here include defining key positions and “high potentials,”
reviewing the company’s current talent, and creating (based on the company’s strat-
egy) skills profiles for the key positions.”®

After identifying future key positions, management turns to creating candi-
dates for these jobs. “Creating” means identifying inside or outside candidates and
providing them with the developmental experiences they require to be viable can-
didates. Employers develop high-potential employees through internal training and
cross-functional experiences, job rotation, external training, and global/regional
assignments.”’

Finally, succession planning requires assessing these candidates and selecting
those who will actually fill the key positions.>

EXAMPLE At Dole Foods, the new president’s strategy involved improving financial
performance by reducing redundancies and centralizing certain activities, including
succession planning.®! Dole contracted with application system providers (ASPs) to
handle things like payroll management.’? For succession management, 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 password.
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
provides 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 director. Dole’s senior vice president for human resources then uses the informa-
tion to create career development plans for each manager, including seminars and
other programs.?

& Watch It!

How does a company actually do workforce planning? If your professor has assigned this, go to the
Assignments section of mymanagementlab.com to complete the video exercise titled Gawker Me-
dia: Personnel Planning and Recruiting.

Why Effective Recruiting is Important

Assuming the company authorizes you to fill a position, the next step is to build up,
through recruiting, an applicant pool. Employee recruiting means finding and/or
attracting 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
techniques like interviews and tests to screen out all but the best.

Even when unemployment rates are high, many employers have trouble finding
qualified applicants. One survey found that about two-thirds of the manufacturing
executives surveyed a few years ago faced a “moderate to severe shortage of skilled
labor.”3* With manufacturing jobs increasingly high-tech, the available jobs require
more math and science than most applicants possess.>> A recent Lloyd’s of London
risk index listed “talent and skill shortages” as the number 2 risk facing businesses
today (“loss of customers” was number 1).3¢

Of course, it’s not just recruiting but effective recruiting that is important.
Consider one study of recruiter effectiveness.>’ Subjects were 41 graduating college
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Recruiting
Yield Pyramid

recruiting yield pyramid

The historical arithmetic relation-
ships between recruitment leads
and invitees, invitees and interviews,
interviews and offers made, and of-
fers made and offers accepted.

A New hires

100 Offers made (2:1)
150 Candidates interviewed (3:2)
Candidates invited (4:3)

Leads generated (6:1)

students who’d been on several job interviews. When asked after the initial job inter-
view why they thought a particular company might be a good fit, 39 mentioned the
nature of the job, but 23 said they’d been turned off by the recruiters. For example,
some were dressed sloppily; others were “barely literate”; some were rude; and some
made offensive comments. Also potentially undermining one’s recruiting is the fact
that some recruiting methods are superlor to others, dependlng on the job, and that
recruiting depends on nonrecruitment issues such as pay.’® We’ve also seem that
employment law prescribes what you can do.*

Even the employer’s “brand” or reputation will impact recruiting success. Most obvi-
ously, 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.** GE, for instance, stresses innovation (hiring “bright, interesting people
working together on new and exciting projects”).*! Others stress being environmentally
or socially responsible.*?

The Recruiting Yield Pyramid

Filling a relative handful of positions might require recruiting dozens or hundreds of
candidates. Managers therefore use a staffing or recruiting yield pyramid, as shown
in Figure 5-5, to gauge the staffing issues it needs to address. In Figure 5-5, the com-
pany knows it needs 50 new entry-level accountants next year. From experience, the
firm also knows the following:

e The ratio of offers made to actual new hiresis 2 to 1.

e The ratio of candidates interviewed to offers made is 3 to 2.

e The ratio of candidates invited for interviews to candidates interviewed is about
4 to 3.

e 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.

KNOW YOUR EMPLOYMENT LAW
Recruiting Employees

As we explained in Chapter 2, numerous federal, state, and local laws and court deci-
sions restrict what employers can and cannot do when recruiting job applicants. In
practice, “the key question in all recrultment procedures is whether the method limits
qualified applicants from applying.” So, for example, gender-specific ads that call
for “busboy” or “firemen” would obviously raise red flags. Similarly, courts will often
question word-of-mouth recruiting, because workers tend to nominate candidates of
the same nationality, race, and religion.**

Other laws are relevant. For example, it is illegal for employers to conspire not to
hire each other’s employees. Yet Apple and Google recently paid over $400 million to
settle a claim alleging that they did just that.*’



LEARNING OBJECTIVE 5-3

Name and describe the main
internal sources of candidates.

job posting

Publicizing an open job to employ-
ees (often by literally posting it on
bulletin boards) and listing its attrib-
utes, like qualifications, supervisor,
working schedule, and pay rate.

CHAPTER 5 » PERSONNEL PLANNING AND RECRUITING 137

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. So, for example, the recruiter will want to know from the
supervisor what the job really entails and its job specifications, as well as informal
things like the supervisor’s leadership style and how the team gets along.

HR in Practice at the Hotel Paris As they reviewed the details of the Hotel Paris’s current
recruitment practices, Lisa Cruz and the firm’s CFO became increasingly concerned. They found that
the recruitment function was totally unmanaged. To see how they handled this, see the case on page
168 of this chapter.

Internal Sources of Candidates

Recruiting typically brings to mind LinkedIn, employment agencies, and classi-
fied ads, but internal sources—in other words, current employees or “hiring from
within”—are often the best sources of candidates.

Filling open positions with inside candidates has advantages. First, there is really
no substitute for knowing a candidate’s strengths and weaknesses, as you should
after working with him or her for some time. Current employees may also be more
committed to the company. Morale and engagement may rise if employees see pro-
motions as rewards for loyalty and competence. And inside candidates should require
less orientation and (perhaps) training than outsiders.

There are other advantages. External hires tend to come in at higher salaries than
do those promoted internally, and some apparent “stars” hired from outside may
turn out to have excelled more because of the company they came from than from
their own skills.

One executive recruiter argues that internal candidates are always better than
external ones unless the internal candidates simply can’t pass muster. One study con-
cluded that firms that hired their CEOs from inside rather than outside performed
better. On the other hand, some firms—particularly those facing enormous chal-
lenges—such as IBM and Ford Motor Company—did extremely well by bringing in
outside managers (respectively, Louis Gerstner and Alan Mullally).*®

Hiring from within can also backfire. Inbreeding is a potential drawback, if new
perspectives are required. The process of posting openings and getting inside appli-
cants can also be a waste of time, since often the department manager already knows
whom he or she wants to hire. Rejected inside applicants may become discontented;
telling them why you rejected them and what remedial actions they might take is
crucial.

There are some practical rules to use in determining whether to go outside or
promote from within. For example, if you need specific skills that aren’t currently
available in your company, or have to embark on a tough turnaround, or face a
situation in which your current succession planning or skills inventory systems are
inadequate, it may be best to look outside. On the other hand, if your company is
thriving and you have effective succession planning and skills inventory systems, have
the skills you need internally, and have a unique and strong company culture, then
look within.*’

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 invento-
ries. Job posting means publicizing the open job to employees (usually by literally post-
ing it on company intranets or bulletin boards). These postings list the job’s attributes,
like qualifications, supervisor, work schedule, and pay rate. Qualifications skills invento-
ries also play a role. For example, they may reveal to the company’s recruiters those em-
ployees who have the right background for the open job. Ideally, the employer’s system
therefore matches the best inside candidate with the job. In practice, this doesn’t always
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happen. For better or worse, internal politics and having the right connections may well
lead to placements that seem (and indeed may be) unfair and suboptimal.

Rehiring someone who left your employ has pros and cons. Former employees are
known quantities (more or less) and are already familiar with how you do things. On
the other hand, employees who you let go may return with negative attitudes.*® Inquire
(before rehiring) about what they did during the layoff and how they feel about return-
ing. After a probationary period, credit them with the years of service they had accumu-
lated before they left.*’

Employee Engagement Guide for Managers

Promotion from Within

Many employers encourage internal recruiting, on the reasonable assumption that
doing so improves employee engagement. Thus, as IBM shifted from supplying
mostly 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 [business units], Staff Groups and Regions for Workforce Planning
and Engagement.”” 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 pro-
vide the highest possible service, and profits will follow” (go to www.fedex.com, then
to United States, about FedEx, FedEx overview, and then corporate philosophy).>!
FedEx weaves together promotion from within with other policies—including annual
employee attitude surveys, employee recognition and reward programs, a leadership
evaluation process, extensive employee communication, and an employee appeals
process—to foster employee commitment and engagement. FedEx’s approach
underscores the need to take an integrated approach to fostering employee engage-
ment. For example, as we will discuss further in Chapter 8 (Careers), promotion-
from-within is futile without effective performance appraisal and training practices.

Also, as at FedEXx, effective promotion from within requires a system for access-
ing career records and posting job openings, one that guarantees eligible employees
are informed of openings and considered for them. FedEx calls its job posting system
JCATS (Job Change Applicant Tracking System). Announcements of new job open-
ings 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 chosen as candidates.

A manager interested in fostering his or her employees’ engagement can draw
several useful guidelines from FedEx’s promotion-from-within system: show a genu-
ine interest in your employees’ career aspirations; provide career-oriented appraisals;
have a formal job-posting system; see that your employees have access to the training
they need; and balance your desire to keep good employees with the benefits of help-
ing 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. We look at the sources firms use to find outside
candidates next.

Informal Recruiting and the Hidden Job Market

Many (or most) job openings aren’t publicized at all; jobs are created and become
available when employers serendipitously encounter the right candidates. The author
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of Unlock the Hidden Job Market estimates that perhaps half of all positions are
filled informally (without formal recruiting).>? Similarly, one survey found that 28%
of those surveyed found their most recent job through word of mouth. Nineteen per-
cent used online job boards, 16% direct approaches from employers and employment
services, 7% print ads, and only 1% social media sites (although 22% used sites like
LinkedIn to search for jobs).>

Recruiting via the Internet

Most employers recruit through their own websites, or through online job boards such
as Indeed and CareerBuilder. For example, the CareerBuilder.com iPhone application
lets someone search nearly 2 million jobs on CareerBuilder.com, the largest U.S. job
site.>* Users may search for jobs by keyword, read job descriptions and salaries, save
jobs to a list of favorites, and e-mail job links to anyone on their contact list. Employers
increasingly use niche job boards such as jobsinsports.com and vetjobs.com.>

Online recruiting is getting more sophisticated. One example is the virtual office
tour.>® In China the local office of Accountants Deloitte Touche Tohmatsu Limited
posted a virtual office tour on Weibo (similar to Twitter’s messaging service). People
visiting the site can virtually enter each of the company’s offices in Asia, walking
through meeting rooms and talking virtually with local employees, to get a feel for
what working in that office is like.

There are many other such online recruiting tools. For example, ResumePal (see
www.jobfox.com) is an online standard universal job application. Job seekers submit it
to participating employers, who can then use the standardized application’s keywords
to identify viable candidates more easily.”” McDonald’s Corp. posted a series of em-
ployee testimonials on social networking sites like Second Life to attract applicants.*®
Other employers simply screen through job boards’ résumé listings.>

Monster helps employers integrate streaming video into their job postings.®® 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.Disneyland.jobs. HireVue “lets candidates create video interviews and
send them to employers to review, share, and compare with other 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.%> Fairs last about 5 hours.

PROS AND CONS Online recruiting generates more responses quicker and for a longer
time at less cost than just about any other method. And, because they are richer and more
comprehensive in describing the jobs, web-based ads have a stronger effect on applicant
attraction than do printed ads.%> But, online recruiting has two potential problems.

First, older people and some minorities are less likely to use the Internet, so online
recruiting may inadvertently exclude more older applicants (and certain minorities).**

The second problem is Internet overload: Employers end up deluged with résu-
més. 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 com-
plete a short online prescreening %uestionnaire, then use these to identify those who
may proceed in the hiring process.®’

Most employers also use applicant tracking systems, to which we now turn.

Improving Performance Through HRIS: Using Applicant Tracking

A deluge of applicants means that most employers now use applicant tracking soft-
ware to screen alpplications.66 Applicant tracking systems (ATS) are online systems that help
employers attract, gather, screen, compile, and manage applicants.®’” They also provide
other services, including requisitions 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).®® Most systems are from application service providers (ASPs). These
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basically redirect applicants from the employer’s to the ASP’s site. Thus, applicants
who log on to take a test at the employer are actually taking the test at the ASP’s
site.®? Major suppliers include Automatic Data Processing (ADP.com), HRSmart
(hrsmart.com), SilkRoad Technology (silkroad.com), and Monster (monster.com).””

As one example, a bank uses its ATS to bump applicants who don’t meet the
basic job requirements; it then e-mails them suggesting they review the bank’s site
for more appropriate positions. This bank then uses either phone interviews or au-
tomated interview systems to whittle down the applicant pool to a few candidates.
Then its recruiters interview those at headquarters and send them through the final
selection process.”! One Ohio-based nursing care facility company arranged to have
the recruiting dashboard vendor jobs2Web integrate its dashboard with the employ-
er’s applicant tracking system. The recruiting manager now uses the dashboard to
monitor recruitment data trends on things like which recruiting sources are doing the
best job of attracting applications.”” m

TRENDS SHAPING HR: SCIENCE IN TALENT MANAGEMENT

Most employers use tools like job boards to produce large numbers of recruits, and
then use ATS and screening systems to cut those numbers down. Google’s “People
Operations” (HR) group is more scientific. When their research showed that tools like
job boards weren’t cost-effective for them, they created their own in-house recruiting
firm. This in-house team uses a proprietary candidate database called gHire. Google’s
recruiters continually expand and winnow this candidate list, by searching social net-
working and other sites, by searching who’s working where, and by reaching out to
prospective hires and maintaining dialogues with them, sometimes for years. These
in-house recruiters produce hand-picked candidates and account for about half of
Google’s yearly hires.”?

Google’s career website is another big source of candidates. Applicants not only
apply through it, but can share examples of their skills with Google employees, and
through them discover what Google employment is like.

Google also actively solicits employee referrals. Because inside referrals turned out
to be great candidates, Google analyzed how to boost employee referrals. It found
that higher referral fees weren’t the answer, (since Googlers loved recommending great
candidates). Instead, Google streamlined the selection process, so more referrals got
hired.

Google uses outside recruiters sparingly for special assignments, and dropped job
boards several years ago. * m

IMPROVING ONLINE RECRUITING EFFECTIVENESS The employer’s online effort needs
to be thought out. For example, one survey of Web-based recruiting uncovered
these applicant objections: Job openings lacked relevant information (such as job
descriptions); and, it was often difficult to format résumés and post them in the form
required.”

Employers take several steps. Most place employment information one click
away from their home pages.”® Applicants can submit their résumés online at most
Fortune 500 firms’ websites. Fewer companies give job seekers the option of complet-
ing online applications, although that’s what most applicants prefer.”” 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 problem.”
Figure 5-6 is an example of recycling a print ad to the Web. The ineffective Web ad
has needless abbreviations, and doesn’t say much about why the job seeker should
want that job.”®

Now look at the effective Web ad in Figure 5-6. It provides good reasons to work
for this company. It starts with an attention-grabbing heading and uses the extra
space to provide more specific job information. Many employers include the entire
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Ineffective Ad, Recycled Effective Web Ad
from Magazine to the Web (Space Not an Issue)

Process Engineer Pay: Do you want to help us make this a better world?

$65k—$85k/year

Immediate Need in Florida for a We are one of the top wastewater treatment companies

Wastewater Treatment Process in the world, with installations from Miami to London

Engineer. Must have a min. 4-7 to Beijing. We are growing fast and looking for an

years Industrial Wastewater experienced process engineer to join our team. If you

exp. Reply KimGD@ have at least 4-7 years’ experience designing processes

WatersCleanX.com 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

job description.” Ideally, an ad also should provide a way (such as a checklist of the
job’s human requirements) for potentlal applicants to gauge if the job is a good fit.%

Finally, online recruiting requires caution for applicants. Many job boards don’t
check the legitimacy of the “recruiters” who place ads. Many applicants submit per-
sonal details, not realizing who is getting them.3! U.S. laws generally do not prohibit
job boards from sharing your data with other sources. One job board reportedly had
personal information on more than 1 million subscribers stolen.’?

TRENDS SHAPING HR: DIGITAL AND SOCIAL MEDIA

Anyone seeking a job should probably sign up with LinkedIn. Accenture predicts
that about 80% of new recruits will soon come through prospective employees’ social
media connections.®?

Recruiters use social media recruiting in several ways. They dig through social
websites and competitors’ publications to find applicants who may not even be
looking for jobs. They seek passive candidates (people not actively looking for
jobs) by using social networklng sites such as LinkedIn Recruiter the (a premium
service) to browse members’ résumés and to find such candidates.®* Many firms
use Twitter to announce JOb openings to job seekers who subscribe to their Twit-
ter feeds.®> Theladders.com’s Pipeline™ networking tool lets recruiters maintain a
dialogue with prospective job seekers even before they’re interested in seeking a job.
Others use Facebook’s friend-finding search function, and Twitter, to learn more
about prospective and actual candldates TalentBin searches sites such as Pinter-
est to find qualified tech workers.®® Many employers have social media strategies
and career pages that establish an online presence highlighting the benefits of
working for them.?” At one diversity conference, consultants Hewitt Associates
displayed posters asking attendees to text message hewdiversity to a specific 5-digit
number. Each person textlng then became part of Hewitt’s “mobile recruiting net-
work,” periodically receiving text messages regarding Hewitt openings.®

LinkedIn Recruiter Lite not only lets employers post jobs on LinkedIn. The
employer can also conduct its own LinkedIn search for talent, by using Recruiter Lite’s
search filters to search through LinkedIn’s database to find the most relevant profiles
(including names and profiles). Recruiters can then use LinkedIn’s InMail to send
short personalized messages to people they’re interested in. And by joining relevant
LinkedIn groups the recruiter can discover other LinkedIn group members who might
be potential hires.®’ This not only helps them generate more relevant applicants, but
provides a form of “crowdsourcing,” by letting the recruiter mine the applicants’ sites
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for feedback from the person’s blog comments and his or her likes/dislikes. Recruiters
also post job openings on professional associations and other social networks.”

Cloud-based applications such as Oracle Talent Acquisition Cloud enable employers
to integrate recruiting with related activities including requisitions management,
applicant tracking, and interview management. The Oracle Taleo Social Sourcing Cloud
Service is integrated with social sites like LinkedIn, Twitter, and Facebook. It notifies
the company’s current employees about open positions, and then scans their social con-
nections for referral suggestions that they may want to make to friends, or directly to
the employer. With the My Staffing Pro applicant tracking system, applicants can apply
on Facebook, share job openings, connect with managers, and log in with the social
profile. Recruiters can post job openings on Twitter and Facebook, accept applications
via Facebook, and more easily screen out the best applicants. m

Advertising

While Web-based recruiting is replacing traditional help wanted ads, a glance at
almost any paper will confirm that print ads are still popular. To use such help
wanted ads successfully, employers should address two issues: the advertising me-
dium and the ad’s construction.

THE MEDIA 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 is often 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, even
if your plant is in Tennessee. 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
Duaily. Help wanted ads in papers like The Wall Street Journal can be good sources
of middle- or senior-management personnel. Most of these print outlets now include
online ads with the purchase of print help wanted ads.

Technology lets companies be more creative.”! For example, Electronic Arts (EA)
uses its products to help solicit applicants. EA includes information about its intern-
ship program on the back of its video game manuals. Thanks to nontraditional tech-
niques like these, EA has 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 construct ads. First, you must attract attention
to the ad, or readers may ignore it. Why does the ad in Figure 5-7 attract attention?
The phrase “next key player” helps.

Next, develop interest in the job. For instance, “are you looking to make an
impact?”

Create desire by spotlighting words such as travel or challenge. As an example,
having a graduate school nearby may appeal to engineers and professional people.

Finally, the ad should prompt action with a statement like “call today.”

Job applicants view ads with more specific job information as more attractive
and more credible.”? If the job has big drawbacks, consider a realistic ad. When the
New York City Administration for Children’s Services was having problems with em-
ployee 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....” 3

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 organiza-
tions; and (3) privately owned agencies.



Help Wanted
Ad That Draws Attention
Source: “Help Wanted Ad That
Draws Attention”, in Giom-
betti Associates, Hampden, MA.
Reprinted with permission.
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Are You Our Next Key Player?

PI.ANT CONTROLI_ER Northern New Jersey

Are you looking to make an impact? Can you be a strategic business pariner
and team player, versus a classic, “bean counter'@ Our client, a growing
Northern New Jersey manufacturer with two locations, needs a high-energy,
selfnitiating, technically competent Plant Controller. Your organizational skills
and sfrong 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 atfitude and have what it takes fo drive our accounting
function, read ohl

Responsibilities and Qualifications:

® Monthly closings, management reporting, product costing, and
annual budget.

e Accurate inventory valuations, yearend physical inventory, and
internal controls.

® 4-year Accounting degree, with 5-8 years experience in a
manufacturing environment.

o Must be proficient in Microsoft Excel and have general computer skills
and aptitude.

® Must be analytical and technically competent, with the leadership ability
fo influence people, situations, and circumstances.

If you have what it takes o be our next key player, fell us in your cover lefter,
“Beyond the beans, what is the role of a Plant Controllere” 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:
ORM,
£ #

Ross Giombetti
Giombetti Associates
GIOMBETTI ASSOCIATES

2 Allen Street, P.O. Box 720

Hampden, MA 01036
Email: Rossgiombetti@giombettiassoc.com
Fax: (413) 566-2009

PUBLIC AND NONPROFIT 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 computerized job bank.
The National Job Bank enables agency counselors to advise applicants about
available jobs in other states as well.

Some employers have mixed experiences with public agencies. For one thing,
applicants for unemployment insurance are required to register and to make
themselves available 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 employer’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.”* At Oregon State’s centers, job seekers
can use “iMatch” skills assessment software, while employers can get up-to-date
local economic news and use the center’s online recruitment tools.”> More employ-
ers should be taking advantage of these centers (formerly the “unemployment
offices” in many cities).

Most (nonprofit) professional and technical societies, such as the Institute for
Electrical and Electronic Engineers (IEEE), have units that help members find jobs.
Many special public agencies place people who are in special categories, such as those
who are disabled.

PRIVATE AGENCIES Private employment agencies are important sources of clerical,
white-collar, and managerial personnel. They charge fees (set by state law and posted
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in their offices) for 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
comfortable dealing with agencies than with competing companies.

5. You want to reduce the time you’re devoting to recruiting.

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 screening 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 selec-
tion process.

3. Periodically review equal employment 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.

Recruitment Process Outsourcers

Recruitment process outsourcers are special vendors that handle all or most of an em-
ployer’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 em-
ployer 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.”” Large RPO providers include Manpower Group Solutions,
IBM, and Randstad Sourceright.”®

Temporary Workers and Alternative Staffing

Employers increasingly supplement their permanent workforces by hiring contingent
or temporary workers, often through temporary help employment agencies. Also
known as part-time or just-in-time workers, the contingent workforce is big and grow-
ing. In the recent recession, about 26% of all jobs private-sector employers 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 thousands of engineering, science, and management support occupations,
such as temporar%/ chief financial officers, human resource managers, and chief
executive officers.’

Employers use temps for many reasons. One is continuing weak economic confi-
dence among employers. Another is the trend toward organizing around short-term
projects. For example, Makino, which manufactures machine tools, now outsources
the installation of large machines to contract firms, who in turn hire temps to do the
installations. Flexibility is another concern, with more employers wanting to quickly
reduce employment levels if the economic turnaround proves short-lived.'?” Other
employers use temp agency-supplied workers to “try out” prospective employees. '°!

Employers have also long used “temps” to fill in for employees who were out
sick or on vacation. Productivity in output per hour paid is higher, since temps



alternative staffing

The use of nontraditional recruit-

ment sources.
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are generally paid only when they’re working—not for days off. However, temps
often cost employers more per hour than comparable permanent workers, since
the agency gets a fee.

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 explicit short-term basis) and “contract technical employees” (highly skilled work-
ers like engineers, who are supplied for long-term projects under contract from an
outside technical services firm).

THE TEMP AGENCY 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 classifies them separately, as casual, sea-
sonal, or temporary employees, and often pays few if any benefits.!’> The other
approach is to use a temp agency. Here the agency handles all the recruiting,
screening, and payroll administration for the temps. Thus, Nike hired Kelly
Services to manage Nike’s temp needs.

When working with temporary agencies, understand their policies. For example,
with temps, the time sheet is not just a verification of hours worked. Once the
worker’s supervisor signs it, 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 permanent
employee? How does the agency plan to recruit employees? And finally, check their
references. '’

TEMP EMPLOYEES' CONCERNS To make temporary relationships successful, those
supervising temps should understand their concerns. In one survey, temporary
workers said they were:

. Treated by employers in a dehumanizing and ultimately discouraging way.

. Insecure about their employment and pessimistic about the future.

. Worried about their lack of insurance and pension benefits.

. 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).!

B WN =

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.!* The fact that they actually work for another, temp-type company
is no excuse. For purposes of most employment laws, with certain limited exceptions,
employees of temporary staffing firms working in an employer’s workplace will be con-
sidered to be employees both of the agency and of the employer.'?” The employer’s liabil-
ity depends on the degree to which its supervisors control the temp employee’s activities.
Therefore, the more the agency does the better. For example, have the agency handle
training. Let it negotiate and set the pay rates and vacation/time-off policies.

Employers can take other steps. Require the agency to follow the employer’s
background checking process, and to assume the legal risks if the employer and
agency are found to be jointly responsible. Carefully track how many temporary em-
ployees your company actually has. Screen and supervise temporary employees with
care if they may have access to your intellectual property and computer systems.'%®
Don’t treat temporary workers as “employees,” for instance, in terms of business
cards, employee handbooks, or employee ID badges.!” m
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The numbers of temporary
and freelance workers

are increasing all over

the world.
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TRENDS SHAPING HR: THE NEW EXTENDED WORKFORCE

Many employers today build their staff wholly or in part around an extended work-
force consisting, for instance, of freelance programmers, designers, or marketers.
Freelancer community websites enable such employers to recruit the right freelance
team based on the freelancer’s reputation and work product. For example, Elance.
com (see www.elance.com/) reports its members’ skills assessments, and lists detailed
project work experience, making it easier for prospective employers to decide who to
hire. Similarly, the TopCoder.com (see www.topcoder.com/how-it-works/) program-
ming community site enables employers to identify top programmers based on the
reputations they earned within the community. New hiring sites like these may have a
big impact on HR. Some employers may well use them to democratize HR, by letting
their line managers recruit and hire new employees directly. m

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

& Talk About It 3: Go to one or more sites like these. If you were a programming manager for a
company, could you use the site to find and hire a new employee directly? If not, what else might
you need?

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
benefits management, market research, or manufacturing) that the company’s own em-
ployees previously did in-house. Offshoring means having outside vendors or employ-
ees abroad supply services 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

'.1 .
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sending jobs out, and not just blue-collar jobs. For example, GE’s transportation divi-
sion shifted some mid-level drafting jobs from Pennsylvania to India.'!?

Sending out jobs, particularly overseas, presents employers with special person-
nel 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 employees need special training
(for instance, in using pseudonyms like “Jim” without discomfort).

Rising wages in China and India, coupled with reputational issues and a desire
to invest more in local communities, are prompting employers to bring jobs back.
Several U.S. employers including Apple and Microsoft are shifting jobs back to
America.

Executive Recruiters

Executive recruiters (also known as headhunters) are special employment agencies
employers retain to seek out top-management talent for their clients. The percentage
of your firm’s positions filled by these services might be small. However, these jobs
include key executive and technical positions. For executive positions, headhunters
may be your only source of candidates. The employer always pays the fees.

There are contingent and retained executive recruiters. Members of the
Association 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. Recruiter fees are dropping from the usual
30% or more of the executive’s first-year pay.!'? Top recruiters (all retained) include
Heidrick and Struggles, Egon Zehnder International, Russell Reynolds, and Spencer
Stuart.

The challenging part of recruiting has always been finding potential candidates.
Not surprisingly, Internet-based databases now dramatically 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 bring a lot to the table. They have many contacts and are relatively
adept at finding qualified candidates 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 that the employer explain
completely what sort of candidate is required. Some recruiters also may be more
interested in persuading you to hire a candidate than in finding one who will really
do the job. And one or two of the “final candidates” may actually just be fillers to
make the recruiter’s one “real” candidate look better.

WORKING WITH RECRUITERS Retaining and working with executive recruiters require
some caution. In choosing and working with one, guidelines include:''?

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 a period of 2
years after completing a search for that client. Since former clients are off limits
for 2 years, the recruiter must search from a constantly diminishing pool.!!'#

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. !

4. Make sure the recruiter and you agree on what sort of individual to hire for the
position.
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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. Never rely solely on any recruiter do all the reference checking. Let them
check the candidates’ references, but get notes of these references in writing
from the recruiter (if possible). Recheck at least the final candidates’ refer-
ences yourself.

7. Consider using 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 are bringing management recruiting in-house.
They still use executive recruiters such as Heidrick and Struggles to conduct top officer
(CEO and president) and board member placements, and to conduct confidential
searches. But employers ranging from General Electric to Sears now have their own
internal executive recruiting offices doing most of their own management recruiting.
Time Warner reported saving millions of dollars per year using internal recruiting
teams. 1

With employers increasingly finding new ways of recruiting top management
talent, executive search firms are diversifying. For example, the head of Korn/Ferry
says his firm is increasingly being asked to investigate prospective candidates’ back-
grounds, and his firm is also expanding into areas such as employee development.!!’
The accompanying HR Tools feature explains what small businesses can do.

D IMPROVING PERFORMANCE: 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 $60,000 or more for a $120,000
marketing manager.

However, engaging in a search like this is not like seeking supervisors or data entry clerks. Chances are,
you won't find a top manager by placing ads. He or she is probably not reading the want ads. You'll end
up with résumés of people who are, for one reason or another, out of work, unhappy with their work, or
unsuited for your job. Many may be capable. But you will have to ferret out the gem by interviewing and
assessing them.

You won't know where to place or how to write the ads; or where to search, who to contact, or how
to screen out the laggards who may appear to be viable candidates. Even if you do, this process will be
time-consuming and will divert your attention from other duties.

If you do 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 which you are most interested. The input can provide a valuable perspective on the
candidates.

Exercise special care when recruiting applicants from competing companies. Always check to see if
applicants are bound by noncompete or nondisclosure agreements. And (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.’'®

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 recruiting, other than, perhaps, placing an ad
on CareerBuilder. On the other hand, your firm almost surely will not let you place your own help wanted
ads. What to do? Use word of mouth to “advertise” your open position within and outside your company.
And contact your colleagues in other firms to let them know you are recruiting. |

If your professor has assigned this, go to the Assignments section of mymanagementlab.com to
complete these discussion questions.

& Talk About It 4: 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?




on-demand recruiting
services (ODRS)

Services that provide short-term
specialized recruiting to support
specific projects without the expense
of retaining traditional search firms.

college recruiting

Sending an employer’s represen-
tatives to college campuses to
prescreen applicants and create an
applicant pool from the graduating
class.
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Referrals and Walk-Ins

Employee referral campaigns are a very important recruiting option. Here the
employer posts announcements of openings and requests for referrals on its website,
bulletin boards, and/or wallboards. It often offers prizes or cash awards for referrals
that lead to hiring. For example, at health-care giant Kaiser Permanente, referring
someone for one of its “award-eligible positions” can produce bonuses of $3,000 or
more.!!” 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).”!* Current employees tend to provide
accurate information about their referrals because they’re putting their own reputa-
tions on the line. And the new employees may come with a more realistic picture of
what the firm is like. A SHRM survey found that of 586 employer respondents, 69%
said employee referral programs are more cost-effective than other recruiting prac-
tices and 80% specifically said they are more cost-effective than employment agen-
cies. On average, referral programs cost around $400-$900 per hire in incentives and
rewards.'?!

If morale is low, address that prior to asking for referrals. And if you don’t hire
someone’s referral, explain to your employee/referrer why you did not hire his or her
candidate. In addition, remember that relying on referrals might be discriminatory
where a workforce is already homogeneous.

WALK-INS  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 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.” Employers al