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Managing human resources is a critical component of any company’s overall mis-
sion to provide value to customers, shareholders, employees, and the community in 
which it does business. Value includes profits as well as employee growth and satisfac-
tion, creation of new jobs, contributions to community programs, and protection of 
the environment. All aspects of human resource management, including acquiring, 
preparing, developing, and compensating employees, can help companies meet their 
daily challenges, create value, and provide competitive advantages in the global mar-
ketplace. In addition, effective human resource management requires an awareness 
of broader contextual issues affecting business, such as the economy, legislation, and 
globalization.

Both the media and academic research show that effective HRM practices result 
in greater value for shareholders and employees. For example, the human resource 
practices at companies such as Google, SAS, The Boston Consulting Group, Edward 
Jones, and Quicken Loans helped them earn recognition on Fortune magazine’s 
recent list of “The Top 100 Companies to Work For.” This publicity creates a posi-
tive vibe for these companies, helping them attract talented new employees, motivate 
and retain current employees, and make their products and services more desirable 
to consumers.

Our Approach: Engage, Focus, and Apply
Following graduation, most students will find themselves working in businesses or 
not-for-profit organizations. Regardless of position or career aspirations, their role in 
directly managing other employees or understanding human resource management 
practices is critical for ensuring both company and personal success. As a result, Fun-
damentals of Human Resource Management, Sixth Edition, focuses on human resource 
issues and how HR is used at work. Fundamentals is applicable to both HR majors and 
students from other majors or colleges who are taking an HR course as an elective or 
a requirement.

Our approach to teaching human resource management involves engaging students 
in learning through the use of real-world examples and best practices; focusing them 
on important HR issues and concepts; and applying what they have learned through 
chapter features and end-of-chapter exercises and cases. Students not only learn about 
best practices but are actively engaged through the use of cases and decision making. 
As a result, students will be able to take what they have learned in the course and apply 
it to solving HRM problems they will encounter on the job.

As described in the guided tour of the book that follows, each chapter includes sev-
eral different pedagogical features. “Best Practices” provides examples of companies 
whose HR activities work well. “HR Oops!” highlights HRM issues that have been 
handled poorly. “Did You Know?” offers interesting statistics about chapter topics and 

Preface



Preface xi

how they play out in real-world companies. “HRM Social” demonstrates how social 
media and the Internet can be useful in managing HR activities in any organization. 
“Thinking Ethically” confronts students with issues that occur in managing human 
resources. For this new edition, we have added questions to each of the features to 
assist students with critical thinking and to spark classroom discussions. 

Fundamentals also assists students with learning “How to” perform HR activities, 
such as writing effective HR policies, being strategic about equal employment opportu-
nities, and making the most of HR analytics. These are all work situations students are 
likely to encounter as part of their professional careers. The end-of-chapter cases focus 
on corporate sustainability (“Taking Responsibility”), managing the workforce (“Man-
aging Talent”), and HR activities in small organizations (“HR in Small Business”).

Organization of the Sixth Edition
Based on user and reviewer feedback, we have made several changes to the chapter 
organization for the Sixth Edition. The chapter on developing human resources now 
concludes Part 2, and the chapter on creating and maintaining high-performance 
organizations has been moved up to open Part 3. We believe these changes will help 
strengthen the discussion of key concepts.

Part 1 (Chapters 1–4) discusses the environmental forces that companies face in 
trying to manage human resources effectively. These forces include economic, tech-
nological, and social trends; employment laws; and work design. Employers typically 
have more control over work design than trends and equal employment laws, but all of 
these factors influence how companies attract, retain, and motivate human resources. 
Chapter 1 discusses why HRM is a critical component to an organization’s overall suc-
cess. The chapter introduces HRM practices and the roles and responsibilities of HR 
professionals and other managers in managing human resources.

Some of the major trends discussed in Chapter 2 include how workers continue to 
look for employment as the U.S. economy recovers from recession and how the recov-
ery has motivated employees to look for new jobs and career opportunities. The chap-
ter also highlights the greater availability of new and less expensive technologies for 
HRM, including social media and the Internet; the growth of HRM on a global scale 
as more U.S. companies expand beyond national borders; the types of skills needed for 
today’s jobs; and the importance of aligning HRM with a company’s overall strategy to 
gain competitive advantage. Chapter 3 provides an overview of the major laws affect-
ing employees and the ways organizations can develop HR practices that comply with 
the laws. Chapter 4 highlights how jobs and work systems determine the knowledge, 
skills, and abilities that employees need to perform their jobs and influence employ-
ees’ motivation, satisfaction, and safety at work. The chapter also discusses the process 
of analyzing and designing jobs.

Part 2 (Chapters 5–8) deals with acquiring, training, and developing human 
resources. Chapter 5 discusses how to develop a human resources plan. It empha-
sizes the strengths and weaknesses of different options for dealing with shortages 
and excesses of human resources, including outsourcing, use of contract workers, and 
downsizing. Strategies for recruiting talented employees are highlighted, including  
use of electronic recruiting sources such as social media and online job sites.

Chapter 6 emphasizes that employee selection is a process that starts with screen-
ing applications and résumés and concludes with a job offer. The chapter takes a look 
at the most widely used methods for minimizing mistakes in choosing employees, 
including employment tests and candidate interviews. Selection method standards, 
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such as reliability and validity, are discussed in understandable terms. Chapter 7 covers 
the features of effective training systems. Effective training includes not only creating 
a good learning environment but also hiring managers who encourage employees to 
use training content in their jobs and hiring employees who are motivated and ready 
to learn. Concluding Part 2, Chapter 8 demonstrates how assessment, job experiences, 
formal courses, and mentoring relationships can be used to develop employees for 
future success. 

Part 3 (Chapters 9–11) focuses on assessing and improving performance. Chap-
ter 9 sets the tone for this section of the book by discussing the important role of 
HRM in creating and maintaining an organization that achieves a high level of per-
formance for employees, managers, customers, shareholders, and community. The 
chapter describes high-performance work systems and the conditions that contribute 
to high performance. Chapter 10 examines the strengths and weaknesses of different 
performance management systems. Chapter 11 discusses how to maximize employee 
engagement and productivity and retain valuable employees as well as how to fairly 
and humanely separate employees when the need arises because of poor performance 
or economic conditions.

Part 4 (Chapters 12–14) covers rewarding and compensating human resources, 
including how to design pay structures, recognize good performers, and provide ben-
efits. Chapter 12 discusses how managers weigh the importance and costs of pay to 
develop a compensation structure and levels of pay for each job given the worth of 
the jobs, legal requirements, and employee judgments about the fairness of pay levels. 
Chapter 13 covers the advantages and disadvantages of different types of incentive 
pay, including merit pay, gainsharing, and stock ownership. Chapter 14 highlights the 
contents of employee benefits packages, the ways organizations administer benefits, 
and what companies can do to help employees understand the value of benefits and 
control benefits costs.

Part 5 (Chapters 15–16) covers other HR topics including collective bargaining 
and labor relations and managing human resources on a global basis. Chapter 15 
explores HR activities as they pertain to employees who belong to unions or who are 
seeking to join unions. Traditional issues in labor–management relations such as union 
membership and contract negotiations are discussed. The chapter also highlights new 
approaches to labor relations, the growing role of employee empowerment, and the 
shrinking size of union membership.

Concluding Part 5, Chapter 16 focuses on HR activities in international settings, 
including planning, selecting, training, and compensating employees who work overseas. 
The chapter also explores how cultural differences among countries and workers affect 
decisions about human resources.

New Features and Content Changes
In addition to all new or revised chapter pedagogy, the Sixth Edition of Fundamentals 
contains the following features:

 • New Format for Chapter Summaries: To help students learn chapter content, 
the Chapter Summary has been revamped to highlight key points in a bulleted list 
format for each chapter learning objective.

 • Review Questions Keyed to Learning Objectives: As a way of pinpointing 
key concepts, the chapter review questions now tie in to specific chapter learning 
objectives for quick student reference.
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 • Key Terms in Discussion Order: To assist students in learning important chap-
ter topics, key terms are now listed in discussion order rather than alphabetical 
order at the end of the chapter. The key terms and definitions are also listed in the 
end-of-book glossary for additional study. 

 • HR in Small Business: A case has been added to each chapter that highlights 
some of the HR challenges faced by small businesses. 

The following content changes help students and instructors keep current on 
important HR trends and topics: 

 • Chapter 1 addresses the new chapter reorganization in Figure 1.1 and Table 1.3. It 
also discusses a recent trend in which some companies are doing away with sepa-
rate HR departments, encouraging managers and other employees to handle HR 
issues as they arise. Table 1.2 has been updated to list the top qualities employers 
look for in potential employees. Figure 1.3 has been revised to reflect the compe-
tencies and example behaviors defined by the Society of Human Resource Man-
agement (SHRM). Figure 1.6 has been updated to reflect current median salaries 
for HRM positions. 

 • Chapter 2 provides updated workforce statistics, including projections for num-
ber of workers over the next several years, as well as a discussion on various age 
and ethnic groups within the workforce. Chapter figures have been revised to 
reflect current labor force data. Other trends discussed include which occupa-
tions are expected to gain the most jobs in the coming decade. A new section on 
the trends in cost control and the impact of the Affordable Care Act is touched 
on and revisited later in the benefits chapter (Chapter 14). New sections on 
declining union membership and reshoring of jobs back to the United States 
have been added. 

 • Chapter 3 has been updated to include a discussion on the Lilly Ledbetter Fair 
Pay Act and its impact on pay discrimination and employment law. Chapter 
 figures have been updated to reflect current statistics on age discrimination, dis-
ability complaints filed under ADA, types of charges filed with the EEOC, and 
rates of occupational injuries and illnesses. A section has been added about how to 
keep emergency response workers safe as they aid victims of disasters. 

 • Chapter 4 includes a new discussion on analyzing teamwork and an updated dis-
cussion on the growing trend among companies to encourage telework arrange-
ments with workers. 

 • Chapter 5’s discussion on downsizing, reducing hours, and outsourcing includes 
new company examples that help students understand how real-world companies 
deal with the ups and downs of everyday business and decisions relating to human 
resources. 

 • Chapter 6 has several topics that have been updated, including the importance of 
hiring workers who will fit in well with a company’s culture; how the legalization 
of marijuana may impact drug testing as part of the employee selection process; 
and how companies are changing their approach to subjectivity when it comes to 
interviewing job candidates. 

 • In the training chapter (Chapter 7), new examples explore how some compa-
nies are thinking differently about training strategies, employing virtual reality, 
simulations, teamwork exercises, and social media for learning reinforcement and 
employee motivation. 
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 • Chapter 8 focuses on development and includes an updated section on the use of 
assessment tools, including the DiSC assessment tool. 

 • Chapter 9 provides an updated discussion of how HRM practices can contribute to 
high performance of any organization, including job design, recruitment and selec-
tion, training, performance management, and compensation. 

 • Chapter 10 includes a new discussion on how managers should adjust their 
approach to performance feedback to the level of performance demonstrated by 
individual employees. 

 • Chapter 11 provides an expanded discussion on implementing strategies to ensure 
a company’s discipline system follows procedures consistent for all employees. 

 • Chapter 12’s discussion about earnings data for women, men, and minorities 
has been updated, as well as the discussion about HRM salaries in various parts 
of the country. The chapter also contains current statistics about CEO pay and 
compensation. 

 • Chapter 13 focuses on recognizing employee contributions with pay, including 
new real-world examples about how businesses are rethinking their approach to 
performance bonuses, tying them to company performance, and the increased use 
of retention bonuses for executives and other key employees as part of company 
mergers and acquisitions. 

 • Chapter 14 includes updated data on employee benefits as a percentage of total 
compensation, Social Security information, and taxes paid by employers and 
employees. The section on health care benefits, including updates about the Patient 
Protection and Affordable Care Act, has been revised to include current informa-
tion and requirements. 

 • Chapter 15 has been updated with current trends and statistics in union member-
ship. Content on work stoppages and lockouts has been added. New sections focus 
on increased cooperation between unions and management and highlight several 
nonunion representation systems currently being used by companies across the 
country. 

 • Concluding the Sixth Edition, Chapter 16 highlights trends in managing human 
resources globally, including the issue of labor relations in various countries, which 
may impact a company’s ability to be successful on foreign soil.

The author team believes that the focused, engaging, and applied approach of Funda-
mentals distinguishes it from other books that have similar coverage of HR topics. The 
book has timely coverage of important HR issues, is easy to read, has many features that 
grab the students’ attention, and gets students actively involved in learning.

We would like to thank those of you who have adopted previous editions of Fun-
damentals, and we hope that you will continue to use upcoming editions. For those 
of you considering Fundamentals for adoption, we believe that our approach makes 
Fundamentals your text of choice for human resource management.
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The sixth edition of 
Fundamentals of Human 
Resource Management 
continues to offer  students 
a brief introduction to 
HRM that is rich with 
examples and engaging in 
its application.

Please take a moment to 
page through some of 
the highlights of this new 
edition.
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Students who want 

to learn more about 

how human resource 

management is used 

in the everyday work 

environment will 

f nd that the sixth 

edition is engaging, 

focused, and applied, 

giving them the HRM 

knowledge they need 

to succeed.

WHAT DO I NEED TO KNOW?

2 Trends in Human Resource 
Management

What Do I Need to Know?
After reading this chapter, you should be able to:

 LO 2-1 Describe trends in the labor force composition and 
how they affect human resource management.

 LO 2-2 Summarize areas in which human resource 
management can support the goal of creating a 
high-performance work system.

 LO 2-3 Defi ne employee empowerment, and explain its 
role in the modern organization.

 LO 2-4 Identify ways HR professionals can support organi-
zational strategies for growth, quality, and effi ciency.

 LO 2-5 Summarize ways in which human resource 
management can support organizations expanding 
internationally.

 LO 2-6 Discuss how technological developments are 
affecting human resource management.

 LO 2-7 Explain how the nature of the employment 
relationship is changing.

 LO 2-8 Discuss how the need for fl exibility affects human 
resource management.

Introduction
Business experts point out that if you want your company to gain an advan-
tage over competitors, you have to do something differently. Some manag-
ers are taking a hard look at human resources management, asking if it 
needs to be a department at all. At the consulting firm LRN Corporation, 
management decided to eliminate the human resources department. Their 
idea was that if all managers were responsible for managing talent, they 
would make those decisions in a way that directly served their group’s per-
formance. Beam, the maker of spirits such as Maker’s Mark bourbon and 
Jim Beam whiskey, made its line managers responsible for hiring, training, 
and making compensation decisions. They are advised by a small group of 
“business partners,” who consult with the line managers on HR questions.1

Is this the end of human resource management? Probably not. The typ-
ical company today is maintaining the size of its human resource depart-
ment and even spending a little more on the function.2 At LRN, current and 
former employees have said line managers sometimes struggle with mak-
ing HR decisions. For example, a line manager needs time to figure out how 
to define a job and set a salary range for it, which slows down the whole 
hiring process. At Beam, the HR business partners are playing a more 
strategic role than a traditional HR staffer focused on routine processes. 
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A lot of managers are disappointed 

in the support they get from their HR 

teams, according to a survey by the 

Hay Group, a global consulting f rm. 

The survey questioned line manag-

ers and HR directors in China, the 

United Kingdom, and the United 

States about their working relation-

ships. The results suggest that those 

relationships are often strained.

HR directors reported being chal-

lenged by cutbacks in their depart-

ment. One-third said they spend 21% 

to 50% of their time responding to 

inquiries from managers, and three-

fourths said line managers want 

 immediate responses. For their part, 

41% of line managers in the United 

States said the HR department is too 

slow in responding, and 47% said 

they could make decisions better 

and faster if they had more informa-

tion from the department. An embar-

rassing 29% rated Google above the 

HR department for providing perti-

nent information.

Hay’s consultants suggest that 

human resource managers need to 

focus on how they can empower line 

managers by providing them with 

easy access to relevant information.

Questions

 1. Suggest one way that HR 

managers might improve their 

helpfulness to line managers

 2. Suggest one way that line 

managers can improve 

communications with HR 

managers, so they get the 

support they need.

Sources: Laurence Doe, “Relationship 

between Line Managers and HR under 

Increasing Strain, Hay Group Finds,” 

HR Magazine (UK), November 21, 2013, 

http://www.hrmagazine.co.uk; Hay 

Group, “More Managers Turn to Google 

for HR Information,” Business Wire, 

 November 20, 2013, http://www

.businesswire.com; Philip Spriet, 

“‘Power On’: From Passing the Buck 

to Activating the Line,” Hay Group 

Blog, October 16, 2013, http://blog

.haygroup.com.

Less Helpful than a Search Engine?

HR Oops!
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Engage students through examples of 
 companies whose HR departments have fallen 
short. Discussion questions at the end of each 
feature encourage student analysis of the situ-
ation. Examples include “Few Companies Are 
Prepared for Future Talent Needs,” “401(k) 
Plans Are a Missed Opportunity for Many,” 
and “Cross-Cultural Management Mishaps.”

HR Oops!

UPDATED!

Assurance of learning:
• Learning objectives open each chapter.
• Learning objectives are referenced in the page mar-

gins where the relevant discussion begins and are 
referenced in each Review and Discussion Question 
at the end of the chapter.

• The chapter summary is written around the same 
learning objectives and is provided in an easy-to-read 
bulleted list format.

• Instructor testing questions are tagged to the 
 appropriate objective they cover.

F e a t u r e s
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Expanding into Global Markets LO 2-5 Summarize

Land O’Lakes is an example of a 

company that has successfully re-

duced costs by outsourcing human 

resource activities. Best known for 

its butter and other dairy products, 

the company is a food and agricul-

ture cooperative owned by the farm-

ers who participate in the business. 

The co-op’s 10,000 employees work 

toward a strategy of delivering strong 

f nancial performance for its farmer-

owners while providing programs 

and services that help the farmers 

operate more successfully.

In support of that strategy, Pam 

Grove, the senior director of ben-

ef ts and HR operations, led Land 

O’Lakes to outsource the adminis-

tration of employee benef ts. Man-

agement determined that benef ts 

administration was not an activity 

that contributed to the company’s 

strategy, and Land O’Lakes already 

had successfully used an outside 

f rm to administer its 401(k) retire-

ment savings plan. So Grove ar-

ranged to have a f rm administer its 

health insurance and pension plans 

as well.

Outsourcing achieved the basic 

goal of reducing costs, but that was 

not the only advantage. Grove freed 

up time for focusing on strategy-

related activities, and she says the 

outsourcing arrangement also has 

improved service to employees. 

When the company tackled health 

benef t costs by offering a high-

deductible health plan, which shifts 

spending decisions to employees, 

Grove and her staff visited 100 Land 

O’Lakes locations to explain the new 

option. Employee enrollment was 

double her expectations, helping 

the company save millions of dollars 

while keeping employees satisf ed 

with their benef ts.

Questions

 1. When does outsourcing 

make strategic sense for an 

organization such as Land 

O’Lakes?

 2. How does Grove ensure that a 

cost-conscious practice such 

as outsourcing is well received 

by employees?

Sources: Land O’Lakes Inc., “Com-

pany,” http://www.landolakesinc

.com, accessed April 22, 2014; Land 

O’Lakes Inc., “Careers,” http://www

.landolakesinc.com/careers, accessed 

April 22, 2014; Susan J. Wells, “Benef ts 

Strategies Grow: And HR Leads the 

Way,” HR Magazine, March 2013. 

Outsourcing Enriches the Bottom Line for Land O’Lakes

Best Pract ices
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Engage students through examples of 
 companies whose HR departments are work-
ing well. Examples include “Morton Salt’s 
Prize-Winning Safety Program,” “Employees 
Are Quicken Loans’ Most Valuable Asset,” 
and “Machinists and Steelworkers Unions 
Help Harley-Davidson Get Lean.”

In the age of social networking, information sharing has become far more  powerful 
than simply a means of increasing eff ciency through self-service. Creative organizations 
are enabling information sharing online to permit a free f ow of knowledge among the 

i ti ’ l E il I t ti l i l t ki t i l i i

Software companies are creating 

apps that let employees view their 

pay stubs, request time off, check 

the amounts of their bonuses, f ll out 

and approve time sheets, look up 

coworkers in company directories, 

and more. At the same time, a grow-

ing number of employees expect to 

be able to use their mobile devices 

for looking up work-related infor-

mation. Given the possibility of and 

pressure for mobile HRM, here are 

some guidelines for making it work:

 • Learn which mobile devices 

employees are using. Make sure 

applications will run properly on 

all the devices.

 • Set priorities for introducing 

mobile applications that support 

your company’s strategy.

 • Make sure your company has 

mobile-friendly versions of 

its careers website. Many of 

today’s job hunters are look-

ing for leads on their mobile 

devices, and they expect to be 

able to submit an application 

that way.

 • If your company uses online 

training, create versions that run 

well on mobile devices.

 • Select vendors that not only 

have software for existing mobile 

devices but also will be f exible 

as hardware changes. Check 

references to f nd out whether 

vendors have a history of keep-

ing up with changing technology.

 • Investigate the security protec-

tion built into any app you are 

considering.

 • Test mobile HRM apps to be 

sure they are easy to use and 

understand.

Questions

 1. How could offering a mobile 

version of its careers website 

support an organization’s 

strategy?

 2. What could be an advantage 

of using a software vendor 

for mobile HR apps, instead 

of having your organization’s 

employees create the apps?

Sources: Dave Zielinski, “The Mobiliza-

tion of HR Tech,” HR Magazine, February 

2014, Business Insights: Global, http://

bi.galegroup.com; Jennifer Alsever, 

“Objective: Hire Top Talent,” Fortune, 

January 23, 2014, http://money.cnn.com; 

Tom Keebler, “New Considerations for 

HR Service Delivery Success: Where to 

Begin?” Workforce Solutions Review, 

December 2013, pp. 17–19.

Providing HR Services on Mobile Devices

HR How To
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Engage students through examples of how 
HR departments use social media as part of 
their daily activities. Examples include “The 
Discrimination Risk of Using Social Media 
in Hiring,” “Salary Talk Is Trending,” and 
“Social Support for Getting Healthy.”

Some managers believe organiza-

tions need policies restricting em-

ployees’ access to social media 

such as Twitter and Facebook. Their 

belief is based on the assumption 

that using social media is merely 

a distraction from doing real work. 

However, the research evidence for 

this assumption is mixed—and the 

impact of social media may vary 

across generations of workers.

Some studies simply ask em-

ployees for their opinions about 

their access to social media. A 

survey of Canadian workers found 

that almost two-thirds have been 

distracted by social media, e-mail, 

or Web browsing. One-third re-

ported losing more than an hour a 

day in checking e-mail and social 

media, and two-thirds said they 

would get more done if they were 

international survey of information 

workers, almost half said using so-

cial media had increased their pro-

ductivity. The younger the workers, 

the more likely they were to asso-

ciate social-media use with greater 

productivity and to say they could 

do their jobs even better if their em-

ployer would loosen restrictions on 

the use of social media.

Another study, conducted by the 

Warwick Business School, in the 

United Kingdom, measured output 

instead of opinions. According to the 

researchers, using social media was 

associated with greater productiv-

ity. The two-year study of employees 

at a telecommunications company 

found that they were more produc-

tive when they used social media to 

communicate with customers. The 

mixed results suggest that a single 

Questions

1. Thinking about your current job 

or a job you would like to have, 

would access to social media 

help or distract you? Do you 

think your age plays a role in 

your opinion? Why?

2. How could human resource 

management support decisions 

about creating a policy for using 

social media?

Sources: Thomson Reuters, “Two-Thirds 

of Workers Distracted by Emails, Inter-

net, Social Media: Survey,” Canadian 

HR Reporter, April 17, 2014, http://www.

hrreporter.com; Shea Bennett, “Social 

Media Increases Off ce Productivity, but 

Management Still Resistant, Says Study,” 

MediaBistro, June 26, 2013, http://www.

mediabistro.com; Bernhard Warner, 

“When Social Media at Work Don’t Create 

Productivity Killing Distractions ” Bloomberg

What Social-Media Policies Are Suitable across Generations?

HRM Social
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Engage students through specific steps to 
 create HRM programs and tackle common 
challenges. Examples include “Writing 
Effective HR Policies,” “Providing HR Ser-
vices on Mobile Devices,” and “Complying 
with the Affordable Care Act.”

Did You Know?

Half of employed workers are look-

ing for a new job or would welcome 

an offer, according to a U.S. survey 

by the Jobvite software company. 

Looking at both employed and 

unemployed workers, Jobvite found 

that 71% are actively seeking or open 

to a new job. Jobvite’s CEO notes 

that workers with mobile devices are 

looking for jobs “all the time.”

Question

What challenges and opportuni-

ties do employers face in a climate 

where half of an organization’s em-

ployees feel ready to leave?

Sources: Bureau of National Affairs, 

“Half of Workers Open to or Actively 

Seeking New Job, Jobvite Survey 

Finds,” HR Focus, March 2014, p. 16; 

Dinah Wisenberg Brin, “Study: Most 

U.S. Workers Willing to Quit,” Society 

for Human Resource Management, 

February 25, 2014, http://www.shrm.

org; company website, “Jobvite Seeker 

Nation Study,” 2014, http://recruiting.

jobvite.com.

Half of U.S. Employees Interested in Changing Jobs

U.S. labor force

Employed workers

Workers Seeking or Open to a New Job

rs

e
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Engage students through interesting sta-
tistics related to chapter topics. Examples 
include “Half of U.S. Employees Interested 
in Changing Jobs,” “Selection Decisions 
Affect the Bottom Line,” and “Employers 
Stress Merit Pay to Retain Workers.”

Best Pract ices

HRM Social Did You Know?

HR How To
UPDATED! UPDATED!

UPDATED! UPDATED!
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Focused on ethics. Reviewers indicate 
that the Thinking Ethically feature, 
which confronts students in each 
chapter with an ethical issue regarding 
managing human resources, is a high-
light. This feature has been updated 
throughout the text.

Apply the concepts in each chapter 
through comprehensive review and 
 discussion questions, which are now 
keyed to chapter learning objectives.

Apply concepts in each chapter 
through three cases that focus on 
corporate sustainability,  talent 
management, and HR in small 
business. These cases can be used 
as the basis for class lectures, and 
the questions provided at the 
end of each case are suitable for 
assignments or discussion.

THINKING ETHICALLY

HOW SHOULD EMPLOYERS PROTECT 
THEIR DATA ON EMPLOYEES’ DEVICES?

One area in which business managers might consult 

with HR managers involves the treatment of company 

data on employees’ electronic devices. In the past, or-

ganizations stored their data on their own hardware. But 

laptop computers and, more recently, tablet computers 

and smartphones make it possible for employees to 

carry around data on these mobile devices. Increasingly 

often, the devices are not even owned by the company, 

but by the employees themselves. For example, an em-

ployee’s smartphone might include business as well as 

personal contacts in several mobile apps.

The situation is convenient for everyone until 

something goes wrong: a device is lost, an employee 

becomes upset with a manager, or the organization 

lays off some workers. From the standpoint of pro-

tecting data, the obvious solution is to remove the 

data from the devices. So far, no law forbids this. 

However, it has consequences for the employees. 

Remotely wiping data from a device will remove all of 

it, including the user’s personal data, such as photos 

and addresses.

Companies are addressing concerns by crafting se-

curity policies for employees who want to use their own 

devices for work-related tasks such as e-mail. Typi-

cally, the policy requires the employee to download a 

program for mobile device management. If specif ed 

conditions arise, such as loss of the device or termina-

tion of the employee, the company can use the software 

to send the device a message that wipes out all the data 

stored on the device. The company also can give the 

employee some notice, allowing time to save personal 

data, but this increases the risk to the company. Some 

employees have complained about their phones being 

unexpectedly erased after they left a company. They 

admit they might have been given a link to terms and 

conditions but tend not to read the terms of using a pro-

gram such as company e-mail.

Questions

 1. Imagine you work in the human resources depart-

ment of a company considering a policy to protect 

its data on employees’ mobile devices. In advising 

on this policy, what rights should you consider?

 2. What advice would you give or actions would you 

take to ensure that the policy is administered fairly 

and equitably?

Sources: “Using Your Personal Phone for Work Could Cost 

You,” CBS Miami, March 26, 2014, http://miami.cbslocal.com; 

Lauren Weber, “BYOD? Leaving a Job Can Mean Losing Pic-

tures of Grandma,” Wall Street Journal, January 21, 2014, http://

online.wsj.com; Society for Human Resource Management, 

“Safety and Security Technology: Can an Employer  Remotely 

Wipe/Brick an Employee’s Personal Cell Phone?” SHRM 

 Knowledge Center, November 5, 2013, http://www.shrm.org.
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REVIEW AND DISCUSSION QUESTIONS

 1. What is the role of each branch of the federal gov-
ernment with regard to equal employment oppor-
tunity? (LO 3-1)

 2. For each of the following situations, identify one or 
more constitutional amendments, laws, or execu-
tive orders that might apply. (LO 3-2)

 a.  A veteran of the Vietnam conflict experiences 
lower-back pain after sitting for extended peri-
ods of time. He has applied for promotion to 
a supervisory position that has traditionally 
involved spending most of the workday behind 
a desk.

 b.  One of two female workers on a road construc-
tion crew complains to her supervisor that she 
feels uncomfortable during breaks, because the 
other employees routinely tell off-color jokes.

 c.  A manager at an architectural firm receives a 
call from the local newspaper. The reporter 
wonders how the firm wishes to respond to 
calls from two of its employees alleging racial 
discrimination. About half of the firm’s employ-
ees (including all of its partners and most of its 
architects) are white. One of the firm’s clients is 
the federal government.

 3. For each situation in the preceding question, 
what actions, if any, should the organization take? 
(LO 3-4)

 4. The Americans with Disabilities Act requires that 
employers make reasonable accommodations 
for individuals with disabilities. How might this 

requirement affect law enforcement off cers and 
f ref ghters? (LO 3-4)

 5. To identify instances of sexual harassment, the 
courts may use a “reasonable woman” standard of 
what constitutes offensive behavior. This standard 
is based on the idea that women and men have dif-
ferent ideas of what behavior is appropriate. What 
are the implications of this distinction? Do you 
think this distinction is helpful or harmful? Why? 
(LO 3-5)

 6. Given that the “reasonable woman” standard re-
ferred to in Question 5 is based on women’s ideas 
of what is appropriate, how might an organization 
with mostly male employees identify and avoid be-
havior that could be found to be sexual harassment? 
(LO 3-5)

 7. What are an organization’s basic duties under the 
Occupational Safety and Health Act? (LO 3-6)

 8. OSHA penalties are aimed at employers, rather than 
employees. How does this affect employee safety? 
(LO 3-7)

 9. How can organizations motivate employees to pro-
mote safety and health in the workplace? (LO 3-8)

 10. For each of the following occupations, identify at 
least one possible hazard and at least one action 
employers could take to minimize the risk of an in-
jury or illness related to that hazard. (LO 3-8)

 a. Worker in a fast-food restaurant
 b. Computer programmer
 c. Truck driver
 d. House painter
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Netflix Treats Workers “Like Adults”
When Patty McCord talks about human resource man-
agement at Netf ix, she refers to treating people “like 
adults.” McCord, until recently the company’s chief tal-
ent off cer, means the company hires people who are 
mature enough to take responsibility and then simply 
gives them responsibility. The result, McCord insists, is 
that employees live up to what is expected of them. If 
not, the company feels free to f nd someone else. That 
direct approach makes sense to the knowledge work-
ers who populate the results-oriented, data-respecting 
world of information technology.

When McCord was at Netf ix, she and CEO Reed 
Hastings settled on f ve principles that would direct the 
company’s approach to human resource management:

 1. Hire, reward, and keep only “fully formed adults.” For 
McCord and Hastings, such employees use common 
sense, address problems openly, and put company in-
terests ahead of their own. People like this need not 
be managed with endless policies. Rather, the com-
pany can trust them to take off time when they need 
it and spend money appropriately. The employees 
also are literally adults; Netf ix favors hiring experi-
enced workers over recruiting at colleges.

 2. Tell the truth about performance. Managers are expected 
to make performance feedback part of their routine 
conversations with employees. If an employee is no 
longer working out, managers are supposed to let him 
or her know directly, offering a good severance pack-
age to smooth a dignif ed path to the exit.

3 Managers are responsible for creating great teams The

 4. The company’s leaders must create the company culture. 
Netf ix executives are supposed to model behaviors 
such as truth-telling and treating people like adults. 

 5. HR managers should think of themselves f rst as business-
people. As chief talent manager, McCord focused on 
the company’s f nancial success and products, not on 
employee morale. She assumed that if employees, as 
adults, were able to make Netf ix a high-performance 
organization and be compensated fairly, that would 
improve morale more than anything.

To put these principles into action, Netf ix rewards high-
performing employees with fair pay and a f exible sched-
ule. Employees who do not perform up to standards are 
asked to leave. Rewarding high performance, in fact, 
makes it easier to allow f exibility and empowerment, be-
cause managers do not have to police every action and 
decision. It also creates an environment in which employ-
ees do not assume they have a Netf ix job forever. Rather, 
they are responsible for doing good work and developing 
the skills that continue to make them valuable to their 
employer. Netf ix’s approach to talent helps the company 
stay agile—perhaps agile enough to withstand the shift-
ing winds of entertainment in the digital age.

Questions
 1. How well suited do you think Netf ix’s principles are 

to managing the knowledge workers (mainly soft-
ware engineers) who work for Netf ix? Explain.

 2. What qualities of Netf ix support the idea that it is a 
high-performance work system? What other quali-

MANAGING TALENT

noe18364_ch02_029-061.indd   58 07/11/14   12:23 PM

F e a t u r e s



xxi

Across the country, instructors and students continue to raise an important question: 
How can Human Resource Management courses further support students throughout 
the learning process to shape future business leaders? While there is no one solution, 
we see the impact of new learning technologies and innovative study tools that not 
only fully engage students in course material but also inform instructors of the stu-
dents’ skill and comprehension levels.

Interactive learning tools, including those offered through McGraw-Hill 
 Connect, are being implemented to increase teaching effectiveness and learn-
ing efficiency in thousands of colleges and universities. By facilitating a stron-
ger connection with the course and incorporating the latest  technologies—such 
as  McGraw-Hill LearnSmart, an adaptive learning program—these tools enable 
 students to succeed in their college careers, which will ultimately increase the per-
centage of students completing their postsecondary degrees and create the business 
leaders of the future.

McGraw-Hill Connect

business

® Connect is an all-digital teaching and learning environment 
designed from the ground up to work with the way instructors 
and students think, teach, and learn. As a digital teaching, 

assignment, and assessment platform, Connect strengthens the link among faculty, stu-
dents, and coursework, helping everyone accomplish more in less time. 

LearnSmart
THE SMARTEST WAY TO GET FROM B TO A 

LearnSmart is the most widely used and 
intelligent adaptive learning resource. It 
is proven to strengthen memory recall, 
improve course retention, and boost 
grades by distinguishing between what 
students know and what they don’t know 
and honing in on the concepts that they 
are most likely to forget. LearnSmart con-
tinuously adapts to each student’s needs 
by building an individual learning path. As 
a result, students study smarter and retain 
more knowledge.

Results-Driven Support

Grade Distribution

Without 
LearnSmart

A
30.5%

B
33.5%

C
22.6%

A
19.3%

B
38.6%

C
28.0%

With 
LearnSmart

58% more As
with LearnSmart

With 
LearnSmart

Without 
LearnSmart

Student Pass Rate

25% more students
passed with LearnSmart
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SmartBook 
A REVOLUTION IN READING 

Fueled by LearnSmart, SmartBook is the first and only adaptive reading experience 
available today. SmartBook personalizes content for each student in a continuously 
adapting reading experience. Reading is no longer a passive and linear experience, 
but an engaging and dynamic one where students are more likely to master and retain 
important concepts, coming to class better prepared. 

LearnSmart Achieve 
EXCEL IN YOUR CLASS

Accelerate student success with Learn-
Smart Achieve™—the first and only adap-
tive study experience that pinpoints 

individual student knowledge gaps and  provides targeted, interactive help at the 
moment of need.

Interactive Applications
A HIGHER LEVEL OF LEARNING

These exercises require students to APPLY what they have learned in a real-world 
scenario. These online exercises will help students assess their understanding of the 
concepts.

Media Rich eBook
Connect provides students with a cost-saving alternative to the traditional textbook. A 
seamless integration of a media rich eBook features the following:

• A web-optimized eBook, allowing for anytime, anywhere online access to the 
textbook.

• Powerful search function to pinpoint and connect key concepts in a snap.
• Highlighting and note-taking capabilities as well as access to shared instructors’ 

notations.
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Connect and LearnSmart allow students to 

present course material to students in more 

ways than just the explanations they hear 

from me directly. Because of this, students 

are processing the material in new ways, 

requiring them to think. I now have more 

students asking questions in class because 

the more we think, the more we question.

Instructor at Hinds Community College

business

® McGraw-Hill strengthens the link between faculty, students, 
and coursework, helping everyone accomplish more in less 
time.

Efficient Administrative Capabilities
Connect offers you, the instructor, auto-gradable material in an effort to facilitate 
teaching and learning. 

The Best Instructor 
Support on the Market

60 minutes
without Connect

Reviewing Homework

60 minutes
without Connect

15 minutes
with Connect

60 minutes
without Connect

0 minutes
with Connect

12 minutes
with Connect

Giving Tests or Quizzes Grading

Student Progress Tracking
Connect keeps instructors informed about how each student, section, and class is per-
forming, allowing for more productive use of lecture and office hours. The progress 
tracking function enables instructors to:

 • View scored work immediately and track individual or group performance with 
assignment and grade reports.

 • Access an instant view of student or class performance relative to learning objectives.
 • Collect data and generate reports required by 

many accreditation organizations, such as 
AACSB.

Actionable Data
Connect Insight is a powerful data analytics tool that 
allows instructors to leverage aggregated information 
about their courses and students to provide a more per-
sonalized teaching and learning experience.
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Connect Instructor Library 
Connect’s instructor library serves as a one-stop, secure site for essential course materi-
als, allowing you to save prep time before class. The instructor resources found in the 
library include:
 • Instructor’s Manual: The custom-designed Instructor’s Manual includes chapter 

summaries, learning objectives, an extended chapter outline, key terms, description 
of text boxes, discussion questions, summary of end-of-chapter cases, and additional 
activities.

 • Test Bank: The Test Bank has been revised and updated to reflect the content of 
the Sixth Edition of the book. Each chapter includes multiple-choice, true/false, 
and essay questions.

 • EZ Test: McGraw-Hill’s EZ Test is a flexible and easy-to-use electronic testing 
program. The program allows instructors to create tests from book-specific items. 
It accommodates a wide range of question types and instructors may add their own 
questions. Multiple versions of the test can be created and any test can be exported 
for use with course management systems such as BlackBoard, D2L, or Moodle. 
The program is available for Windows and Macintosh environments.

 • PowerPoint: The slides include lecture material, additional content to expand 
concepts in the text, and discussion questions, and the PowerPoint slides also 
include detailed teaching notes.

 • Videos: Human Resource Management Video DVD, volume 3, offers video clips 
on HRM issues for each chapter of this edition. You’ll find a new video produced 
by the SHRM Foundation entitled “Once the Deal Is Done: Making Mergers 
Work.” Three new videos specifically address employee benefits: “GM Cuts Ben-
efits and Pay,” “Sulphur Springs Teachers,” and “Google Employees’ Perks.” Other 
new videos available for this edition include “E-Learning English” for the chapter 
on employee development and “Recession Job Growth” for the chapter on HR 
planning recruitment. Two new videos specifically address recession-related HR 
issues: “Some Workers Willing to Sacrifice to Avoid Layoffs” and “Stretched Small 
Business Owners Forced to Lay Off Employees.” Other notable videos available for 
this edition include “Johnson & Johnson eUniversity” for the chapter on training 
and “Hollywood Labor Unions” for the chapter on collective bargaining and labor 
relations.

Video Library DVDs
McGraw-Hill offers the most comprehensive video support for the Human Resource 
Management classroom through course library video DVDs. This discipline has 
library volume DVDs tailored to integrate and visually reinforce chapter concepts. 
The library volume DVD contains more than 40 clips! The rich video material, organ-
ized by topic, comes from sources such as PBS, NBC, BBC, SHRM, and McGraw-
Hill. Video cases and video guides are provided for some clips.

Destination CEO Videos
These video clips feature CEOs on a variety of topics. Accompanying each clip are 
multiple-choice questions and discussion questions to use in the classroom or assign 
as a quiz.
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Create
Instructors can now tailor their teach-
ing  resources to match the way they 
teach! With McGraw-Hill Create, www.
mcgrawhillcreate.com, instructors can 

easily rearrange chapters, combine material from other content sources, and quickly 
upload and integrate their own content, like course syllabi or teaching notes. Find the 
right content in Create by searching through thousands of leading McGraw-Hill text-
books. Arrange the material to fit your teaching style. Order a Create book and receive 
a complimentary print review copy in three to five business days or a complimentary 
electronic review copy via e-mail within one hour. Go to www.mcgrawhillcreate.
com today and register.

Binder-Ready Loose-Leaf Text (ISBN 9781259304415)
This full-featured text is provided as an option to the price-sensitive student. It is a 
four-color text that’s three-hole punched and made available at a discount to students. 
It is also available in a package with Connect. 

Tegrity Campus 

®

Tegrity makes class time available 24/7 by auto-
matically capturing every lecture in a searchable 
format for students to review when they study and 

complete assignments. With a simple one-click start-and-stop process, you capture all 
computer screens and corresponding audio. Students can replay any part of any class 
with easy-to-use browser-based viewing on a PC or Mac. Educators know that the 
more students can see, hear, and experience class resources, the better they learn. In 
fact, studies prove it. With patented Tegrity “search anything” technology, students 
instantly recall key class moments for replay online or on iPods and mobile devices. 
Instructors can help turn all their students’ study time into learning moments imme-
diately supported by their lecture. To learn more about Tegrity, watch a two-minute 
Flash demo at http://tegritycampus.mhhe.com.

Blackboard® Partnership 
McGraw-Hill Education and Blackboard have teamed 
up to simplify your life. Now you and your students can 
access Connect and Create right from within your Black-
board course—all with one single sign-on. The grade 
books are seamless, so when a student completes an inte-
grated Connect assignment, the grade for that assignment 
automatically (and instantly) feeds your Blackboard 
grade center. Learn more at www.domorenow.com.

McGraw-Hill Campus™
McGraw-Hill Campus is a new one-stop teach-
ing and learning experience available to users 
of any learning management system. This 
institutional service allows faculty and students 
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to enjoy single sign-on (SSO) access to all McGraw-Hill Higher Education materials, 
including the award-winning McGraw-Hill Connect platform, from directly within the 
institution’s website. With McGraw-Hill Campus, faculty receive instant access to 
teaching materials (e.g., eBooks, test banks, PowerPoint slides, animations, learning 
objects, etc.), allowing them to browse, search, and use any instructor ancillary content 
in our vast library at no additional cost to instructor or students. 

Course Design and Delivery
In addition, students enjoy SSO access to a variety of free content (e.g., quizzes, flash 
cards, narrated presentations, etc.) and subscription-based products (e.g., McGraw-
Hill Connect). With McGraw-Hill Campus enabled, faculty and students will never 
need to create another account to access McGraw-Hill products and services. Learn 
more at www.mhcampus.com.

Assurance of Learning Ready
Many educational institutions today focus on the notion of assurance of learning, an 
important element of some accreditation standards.  Fundamentals of Human Resource 
Management is designed specifically to support instructors’ assurance of learning ini-
tiatives with a simple yet powerful solution. Each test bank question maps to a specific 
chapter learning objective listed in the text. Instructors can use our test bank software, 
EZ Test and EZ Test Online, to easily query for learning objectives that directly relate 
to the learning outcomes for their course. Instructors can then use the reporting fea-
tures of EZ Test to aggregate student results in similar fashion, making the collection 
and presentation of assurance of learning data simple and easy.

AACSB Tagging 
McGraw-Hill Education is a proud corporate mem-
ber of AACSB International. Understanding the 
importance and value of AACSB accreditation, Fun-
damentals of Human Resource Management recognizes 

the curricula guidelines detailed in the AACSB standards for business accreditation by 
connecting selected questions in the text and the test bank to the six general knowl-
edge and skill guidelines in the AACSB standards. The statements contained in Fun-
damentals of Human Resource Management are provided only as a guide for the users of 
this textbook. The AACSB leaves content coverage and assessment within the purview 
of individual schools, the mission of the school, and the faculty. While the Fundamen-
tals of Human Resource Management teaching package makes no claim of any specific 
AACSB qualification or evaluation, we have labeled selected questions according to 
the six general knowledge and skills areas.

McGraw-Hill Customer Experience Group Contact Information
At McGraw-Hill Education, we understand that getting the most from new technology 
can be challenging. That’s why our services don’t stop after you purchase our products. 
You can e-mail our Product Specialists 24 hours a day to get product training online. 
Or you can search our knowledge bank of Frequently Asked Questions on our support 
website. For Customer Support, call 800-331-5094 or visit www.mhhe.com/support. 
One of our Technical Support Analysts will be able to assist you in a timely fashion.
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Introduction
Sarah Koustrup calls her position at National Hospitality Services (NHS) in Fargo, 
North Dakota, “a job with a lot of meaning.” NHS, which operates more than a 
dozen hotels, hired Koustrup to be its director of human resources. In that role, 
Koustrup puts into action the chief executive’s vision of a company treating its 
employees well so they in turn will treat customers well. She works directly with 
the CEO and has input on all areas of the business.

Josephine Simmons also believes her work matters. Simmons, another direc-
tor of human resources, works for SatCom Marketing in Brooklyn Park, Minne-
sota. The telemarketing firm hired her to build a human resources department 
from the ground up. SatCom’s chief executive also wanted Simmons to improve 
the company’s culture, a challenge that requires skills in creating enthusiasm 
about change.

Koustrup and Simmons are enthusiastic about their function: finding great 
people and creating the conditions that enable those people to help a company 
succeed in its mission. The significance of this work helps  explain why, in a 
 recent pair of surveys, human resources professionals were more likely than 
employees overall to say they are satisfied with their current job. Workers in 
this field also appreciate the variety in the skills they use and  projects they 
tackle.1

What Do I Need to Know?
After reading this chapter, you should be able to:

 LO 1-1 Defi ne human resource management, and 
explain how HRM contributes to an organization’s 
performance.

 LO 1-2 Identify the responsibilities of human resource 
departments.

 LO 1-3 Summarize the types of skills needed for human 
resource management.

 LO 1-4 Explain the role of supervisors in human resource 
management.

 LO 1-5 Discuss ethical issues in human resource 
management.

 LO 1-6 Describe typical careers in human resource 
management.

Managing Human 
Resources

PART 1 The Human Resource Environment
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The challenges and professional rewards that Sarah Koustrup and Josephine 
 Simmons experience are important dimensions of human resource management 
(HRM), the policies, practices, and systems that inf uence employees’ behavior, at-
titudes, and performance. Many companies refer to HRM as involving “people prac-
tices.” Figure  1.1 emphasizes that there are several important HRM practices that 
should support the organization’s business strategy: analyzing work and designing 
jobs, determining how many employees with specif c knowledge and skills are needed 
(human resource planning), attracting potential employees (recruiting), choosing em-
ployees (selection), teaching employees how to perform their jobs and preparing them 
for the future (training and development), evaluating their performance (performance 
management), rewarding employees (compensation), and creating a positive work en-
vironment (employee relations). An organization performs best when all of these prac-
tices are managed well. At companies with effective HRM, employees and customers 
tend to be more satisf ed, and the companies tend to be more innovative, have greater 
productivity, and develop a more favorable reputation in the community.2

In this chapter, we introduce the scope of human resource management. We begin 
by discussing why human resource management is an essential element of an orga-
nization’s success. We then turn to the elements of managing human resources: the 
roles and skills needed for effective human resource management. Next, the chapter 
describes how all managers, not just human resource professionals, participate in the 
activities related to human resource management. The following section of the chap-
ter addresses some of the ethical issues that arise with regard to human resource man-
agement. We then provide an overview of careers in human resource management. 
The chapter concludes by highlighting the HRM practices covered in the remainder 
of this book.

Human Resources and Company Performance
Managers and economists traditionally have seen human resource management as a 
necessary expense, rather than as a source of value to their organizations. Economic 
value is usually associated with capital—cash, equipment, technology, and facilities. 
However, research has demonstrated that HRM practices can be valuable.3 Deci-
sions such as whom to hire, what to pay, what training to offer, and how to evaluate 

Human Resource 
Management (HRM)
The policies, practices, 
and systems that 
 infl uence employees’ 
behavior, attitudes, and 
performance.

LO 1-1 Defi ne human 
resource management, 
and explain how HRM 
contributes to an organi-
zation’s performance.

Figure 1.1
Human Resource Management Practices
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4 PART 1 The Human Resource Environment

employee performance directly affect employees’ motivation and ability to provide 
goods and services that customers value. Companies that attempt to increase their 
competitiveness by investing in new technology and promoting quality throughout 
the organization also invest in state-of-the-art staff ng, training, and compensation 
practices.4

The concept of “human resource management” implies that employees are resources 
of the employer. As a type of resource, human capital means the organization’s em-
ployees, described in terms of their training, experience, judgment, intelligence, rela-
tionships, and insight—the employee characteristics that can add economic value to 
the organization. In other words, whether it manufactures automobiles or forecasts 
the weather, for an organization to succeed at what it does, it needs employees with 
certain qualities, such as particular kinds of training and experience. This view means 
employees in today’s organizations are not interchangeable, easily replaced parts of a 
system but the source of the company’s success or failure. By inf uencing who works for 
the organization and how those people work, human resource management therefore 
contributes to basic measures of an organization’s performance, such as quality, prof t-
ability, and customer satisfaction. Figure 1.2 shows this relationship.

In the United States, low-price retailers are notorious for the ways they keep labor 
costs down. They pay low wages, limit employees to part-time status (providing little 
or no employee benef ts), and make last-minute adjustments to schedules so staff ng is 
minimal when store traff c is light. Retailing expert Zeynep Ton has studied retailers 
that invest more in employees—paying higher wages and offering full-time schedules, 
greater training, and more opportunity for advancement. Ton has found that these 
stores tend to enjoy higher sales and greater prof tability. At Costco, for example, 
employees earn about 40% more than at the company’s main competitor, Sam’s Club, 
and most store managers are promoted from within. Costco’s sales per square foot are 
almost double those of Sam’s Club, and its rating in the American Customer Satisfac-
tion Index is comparable to that of the prestigious Nordstrom chain. The QuikTrip 
chain of convenience stores trains employees to handle a wide variety of tasks, from 
brewing coffee to ordering merchandise and cleaning restrooms. Instead of sending 
employees home when traff c is slow, QuikTrip expects them to handle tasks other 

Human Capital
An organization’s 
 employees, described in 
terms of their training, 
experience, judgment, 
intelligence, relation-
ships, and insight.

Figure 1.2
Impact of Human 

 Resource Management
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than selling. Employees have predictable schedules, stay busy 
throughout their shift, and sell 66% more per square foot 
than the average convenience store. In these and other chains 
that see employees as more than just an expense, retailers are 
outperforming their competitors.5

Human resource management is critical to the success of 
organizations because human capital has certain qualities that 
make it valuable. In terms of business strategy, an organization 
can succeed if it has a sustainable competitive advantage (is better 
than competitors at something and can hold that advantage 
over a sustained period of time). Therefore, we can conclude 
that organizations need the kind of resources that will give 
them such an advantage. Human resources have these neces-
sary qualities:

 • Human resources are valuable. High-quality employees provide a needed service as 
they perform many critical functions.

 • Human resources are rare in the sense that a person with high levels of the needed 
skills and knowledge is not common. An organization may spend months looking 
for a talented and experienced manager or technician.

 • Human resources cannot be imitated. To imitate human resources at a high- 
performing competitor, you would have to f gure out which employees are provid-
ing the advantage and how. Then you would have to recruit people who can do 
precisely the same thing and set up the systems that enable those people to imitate 
your competitor.

 • Human resources have no good substitutes. When people are well trained and highly 
motivated, they learn, develop their abilities, and care about customers. It is diff cult 
to imagine another resource that can match committed and talented employees.

These qualities imply that human resources have enormous potential. An or-
ganization realizes this potential through the ways it practices human resource 
management.

Effective management of human resources can form the foundation of a high-
performance work system—an organization in which technology, organizational structure, 
people, and processes work together seamlessly to give an organization an advantage in 
the competitive environment. As technology changes the ways organizations manufacture, 
transport, communicate, and keep track of information, human resource management 
must ensure that the organization has the right kinds of people to meet the new chal-
lenges. High-performance work systems also have been essential in making organizations 
strong enough to weather the storm of the recent recession and remain prof table as the 
economy slowly begins to expand again. Maintaining a high-performance work system 
may include development of training programs, recruitment of people with new skill sets, 
and establishment of rewards for such behaviors as teamwork, f exibility, and learning. In 
the next chapter, we will see some of the changes that human resource managers are plan-
ning for, and Chapter 9 examines high-performance work systems in greater detail.

Responsibilities of Human Resource Departments
In all but the smallest organizations, a human resource department is responsible for 
the functions of human resource management. On average, an organization has one or 
two full-time HR staff persons for every hundred employees on the payroll.6 One way 

LO 1-2 Identify the 
 responsibilities of human 
resource departments.

At Intel, the company’s focus is on keeping employees 

loyal, trained, and compensated. In turn, there is a low 

turnover rate and a high degree of customer satisfaction.
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to def ne the responsibilities of HR departments is to think of HR as a business within 
the company with three product lines7:

 1. Administrative services and transactions—Handling administrative tasks (for exam-
ple, hiring employees and answering questions about benef ts) eff ciently and with 
a commitment to quality. This requires expertise in the particular tasks.

 2. Business partner services—Developing effective HR systems that help the organiza-
tion meet its goals for attracting, keeping, and developing people with the skills it 
needs. For the systems to be effective, HR people must understand the business so 
it can understand what the business needs.

 3. Strategic partner—Contributing to the company’s strategy through an understand-
ing of its existing and needed human resources and ways HR practices can give the 
company a competitive advantage. For strategic ideas to be effective, HR people 
must understand the business, its industry, and its competitors.

Another way to think of HR responsibilities is in terms of specif c activities. 
Table 1.1 details the responsibilities of human resource departments. These responsi-
bilities include the practices introduced in Figure 1.1 plus two areas of responsibility 
that support those practices: (1) establishing and administering personnel policies and 
(2) ensuring compliance with labor laws.

Although the human resource department has responsibility for these areas, 
many of the tasks may be performed by supervisors or others inside or outside the 
organization. No two human resource departments have precisely the same roles 
because of differences in organization sizes and characteristics of the workforce, 
the industry, and management’s values. In some companies, the HR department 
handles all the activities listed in Table 1.1. In others, it may share the roles and du-
ties with managers of other departments such as f nance, operations, or information 

Table 1.1
Responsibilities of HR 
Departments

Sources: Bureau of Labor Statistics, “Human Resources Managers,” Occupational Outlook  Handbook, 

2014–2015, January 8, 2014, http://www.bls.gov/ooh; SHRM-BNA Survey No. 66, “Policy and Practice 

Forum: Human Resource Activities, Budgets, and Staffs, 2000–2001,” Bulletin to Management, Bureau of 

National Affairs Policy and Practice Series (Washington, DC: Bureau of National Affairs, June 28, 2001).

FUNCTION RESPONSIBILITIES
Analysis and design of work Work analysis; job design; job descriptions
Recruitment and selection Recruiting; job postings; interviewing; testing; coordinating use of 

temporary labor
Training and development Orientation; skills training; career development programs
Performance management Performance measures; preparation and administration of 

performance appraisals; discipline
Compensation and benefi ts Wage and salary administration; incentive pay; insurance; vacation 

leave administration; retirement plans; profi t sharing; stock plans
Employee relations Attitude surveys; labor relations; employee handbooks; company 

publications; labor law compliance; relocation and outplacement services
Personnel policies Policy creation; policy communication
Employee data and 
information systems

Record keeping; HR information systems; workforce analytics

Compliance with laws Policies to ensure lawful behavior; reporting; posting information; 
safety inspections; accessibility accommodations

Support for strategy Human resource planning and forecasting; talent management; 
change management



CHAPTER 1 Managing Human Resources 7

technology. In some companies, the HR department actively 
advises top management. In others, the department responds 
to top-level management decisions and implements staff ng, 
training, and compensation activities in light of company 
strategy and policies. And, in a recent trend, some companies 
are doing away with their HR departments altogether, prefer-
ring to f atten their organizational structure and to encourage 
department managers and other employees to handle HR is-
sues as they arise.8

Let’s take an overview of the HR functions and some of the 
options available for carrying them out. Human resource man-
agement involves both the selection of which options to use and 
the activities involved with using those options. Later chapters 
of the book will explore each function in greater detail.

Analyzing and Designing Jobs
To produce their given product or service (or set of products or services), companies 
require that a number of tasks be performed. The tasks are grouped together in vari-
ous combinations to form jobs. Ideally, the tasks should be grouped in ways that help 
the organization operate eff ciently and obtain people with the right qualif cations to 
do the jobs well. This function involves the activities of job analysis and job design. 
Job analysis is the process of getting detailed information about jobs. Job design 
is the process of def ning the way work will be performed and the tasks that a given 
job requires.

In general, jobs can vary from having a narrow range of simple tasks to having a 
broad array of complex tasks requiring multiple skills. At one extreme is a worker on 
an assembly line at a poultry-processing facility; at the other extreme is a doctor in an 
emergency room. In the past, many companies have emphasized the use of narrowly 
def ned jobs to increase eff ciency. With many simple jobs, a company can easily f nd 
workers who can quickly be trained to perform the jobs at relatively low pay. However, 
greater concern for innovation and quality has shifted the trend to using more broadly 
def ned jobs. Also, as we will see in Chapters 2 and 4, some organizations assign work 
even more broadly, to teams instead of individuals.

Recruiting and Hiring Employees
Based on job analysis and design, an organization can determine the kinds of employ-
ees it needs. With this knowledge, it carries out the function of recruiting and hiring 
employees.  Recruitment is the process through which the organization seeks appli-
cants for potential employment. Selection refers to the process by which the orga-
nization attempts to identify applicants with the necessary knowledge, skills, abilities, 
and other characteristics that will help the organization achieve its goals. An organiza-
tion makes selection decisions in order to add employees to its workforce, as well as to 
transfer existing employees to new positions.

Approaches to recruiting and selection involve a variety of alternatives. Some orga-
nizations may actively recruit from many external sources, such as Internet job post-
ings, online social networks, and college recruiting events. Other organizations may 
rely heavily on promotions from within, applicants referred by current employees, and 
the availability of in-house people with the necessary skills.

Job Analysis
The process of getting 
detailed information 
about jobs.

Job Design
The process of defi ning 
the way work will be 
performed and the tasks 
that a given job requires.

Recruitment
The process through 
which the organization 
seeks applicants for 
 potential employment.

Selection
The process by which the 
organization attempts to 
identify applicants with 
the necessary knowl-
edge, skills, abilities, and 
other characteristics that 
will help the organization 
achieve its goals.

Home Depot and other retail stores use in-store kiosks 

similar to the Career Center shown here to recruit 

 applicants for employment.



8 PART 1 The Human Resource Environment

At some organizations the selection process may focus on specif c skills, such as 
experience with a particular programming language or type of equipment. At other 
organizations, selection may focus on general abilities, such as the ability to work as 
part of a team or f nd creative solutions. The focus an organization favors will affect 
many choices, from the way the organization measures ability, to the questions it asks 
in interviews, to the places it recruits. Table 1.2 lists the top f ve qualities that employ-
ers say they are looking for in job candidates.

Training and Developing Employees
Although organizations base hiring decisions on candidates’ existing qualif cations, 
most organizations provide ways for their employees to broaden or deepen their 
knowledge, skills, and abilities. To do this, organizations provide for employee training 
and development. Training is a planned effort to enable employees to learn job-related 
knowledge, skills, and behavior. For example, many organizations offer safety training 
to teach employees safe work habits. Development involves acquiring knowledge, 
skills, and behaviors that improve employees’ ability to meet the challenges of a vari-
ety of new or existing jobs, including the client and customer demands of those jobs. 
Development programs often focus on preparing employees for management respon-
sibility. Likewise, if a company plans to set up teams to manufacture products, it might 
offer a development program to help employees learn the ins and outs of effective 
teamwork.

Decisions related to training and development include whether the organization 
will emphasize enabling employees to perform their current jobs, preparing them for 
future jobs, or both. An organization may offer programs to a few employees in whom 
the organization wants to invest, or it may have a philosophy of investing in the train-
ing of all its workers. Some organizations, especially large ones, may have extensive 
formal training programs, including classroom sessions and training programs on-
line. Other organizations may prefer a simpler, more f exible approach of encouraging 
employees to participate in outside training and development programs as needs are 
identif ed. For an example of a company where decisions about training and other 
HR practices are aimed at success in a tumultuous global environment, see the “Best 
Practices” box.

Managing Performance
Managing human resources includes keeping track of how well employees are perform-
ing relative to objectives such as job descriptions and goals for a particular position. 
The process of ensuring that employees’ activities and outputs match the organiza-
tion’s goals is called performance management. The activities of performance 
management include specifying the tasks and outcomes of a job that contribute to the 

Training
A planned effort to en-
able employees to learn 
job-related knowledge, 
skills, and behavior.

Development
The acquisition of 
knowledge, skills, and 
behaviors that improve 
an employee’s ability 
to meet changes in job 
requirements and in 
customer demands.

Performance 
Management
The process of ensuring 
that employees’ activi-
ties and outputs match 
the organization’s goals.

Table 1.2
Top Qualities Employers 
Look For in Employees

 1. Teamwork skills
 2. Decision making, problem solving
 3. Planning, prioritizing tasks
 4. Verbal communication skills
 5. Gathering/processing information

Source: Based on National Association of Colleges and Employers, “The Candidate Skills/Qualities 

 Employers Want,” news release, October 10, 2013, http://www.naceweb.org.
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organization’s success. Then various measures are used to compare the employee’s per-
formance over some time period with the desired performance. Often, rewards—the 
topic of the next section—are developed to encourage good performance.

The human resource department may be responsible for developing or obtaining 
questionnaires and other devices for measuring performance. The performance mea-
sures may emphasize observable behaviors (for example, answering the phone by the 
second ring), outcomes (number of customer complaints and compliments), or both. 
When the person evaluating performance is not familiar with the details of the job, 
outcomes tend to be easier to evaluate than specif c behaviors.9 The evaluation may 
focus on the short term or long term and on individual employees or groups. Typically, 
the person who completes the evaluation is the employee’s supervisor. Often employ-
ees also evaluate their own performance, and in some organizations, peers and subor-
dinates participate, too.

Planning and Administering Pay and Benefits
The pay and benef ts that employees earn play an important role in motivating them. 
This is especially true when rewards such as bonuses are linked to the individual’s or 
group’s achievements. Decisions about pay and benef ts can also support other as-
pects of an organization’s strategy. For example, a company that wants to provide an 

Anant Jain left a job at a consumer 

goods company to work for the f -

nance department of Abbott Labo-

ratories. It was a step that would 

propel him up the management 

ranks. Abbott paid for Jain to earn 

an MBA, including the skills neces-

sary for making f nancial forecasts. 

Before long, Jain was ready to move 

to Dubai in the United Arab Emirates 

to take charge of f nancial planning 

for the Middle Eastern region.

Jain’s story is hardly unique. Ab-

bott’s business strategy is based 

on hiring talented people and help-

ing them develop their careers as 

they gain skills that increase their 

value to the company. When new 

employees join Abbott, the human 

resources department helps them 

set short-term goals and map out 

a career path. Reviews of employ-

ees’ performance consider whether 

the employees are on track. Further 

development comes from a combi-

nation of on-the-job learning, train-

ing programs, and support from 

mentors.

Jain was hired by Abbott’s sub-

sidiary in India, but the commitment 

to employee growth and develop-

ment is part of Abbott’s global strat-

egy. The company operates in more 

than 150 countries. Its industry—

medical devices and (outside the 

United States) pharmaceuticals—

undergoes constant change from 

innovation and regulation. To stay 

at the forefront of knowledge while 

remaining prof table in a turbulent 

industry, Abbott needs a special 

kind of employee who is f exible, 

open to change, and committed to 

excellence. Along with careful hiring 

and commitment to training, Ab-

bott recruits and retains talent with 

efforts such as a mentoring pro-

gram, surveys of employees, and in 

the United States, aid in translating 

veterans’ military skills into career-

related skills relevant to the civilian 

sector.

Questions

1. How could a company such as 

Abbott benef t from sending an 

employee to school to study 

f nance or another business 

subject?

2. How do you think hiring and 

training could work hand-in-

hand to help a company such 

as Abbott meet its business 

objectives?

Sources: Company website, “Careers 

and Opportunities,” http://www.abbott.

com, accessed April 8, 2014; Abbott 

India Ltd., “About Us,” http://www.

abbott.co.in, accessed April 8, 2014; 

Suprotip Ghosh, “What the Doctor 

Ordered,” Business Today, August 4, 

2013, pp. 78, 80.

How Abbott Laboratories Creates a Healthy Business
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