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

Source: Xuan Hui/Newscom

Managing Human
Resources Today

WHAT IS HUMAN RESOURCE MANAGEMENT?

THE TRENDS SHAPING HUMAN RESOURCE MANAGEMENT

WHAT DO THE NEW HUMAN RESOURCE MANAGERS DO?

WHAT COMPETENCIES DO TODAY'S HUMAN RESOURCE MANAGERS NEED?

MyManagementlLab®

& Improve Your Grade!

Over 10 million students improved their results using the Pearson MyLabs. Visit
mymanagementlab.com for simulations, tutorials, and end-of-chapter problems.

KNOWLEDGE BASE
LEARNING OBJECTIVES

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

1. Answer the question, “What is human resource management?”

2. Explain with at least four examples why knowing HR man-
agement concepts and techniques is important to any su-
pervisor or manager.

3. Explain with examples what trends are influencing human
resource management.

4. List, with examples, 10 things today’s HR managers do to
deal with these trends and challenges.

5. Discuss some competencies HR managers need to deal
with today’s trends and challenges.

INTRODUCTION

After a worker uprising at its Foxconn iPhone assembly plant in China, Apple
Inc. asked the Fair Labor Association (FLA) to survey the plant’s workers. The
FLA found “tons of issues.”’ Hon Hai, the Foxconn plant’s owner, soon changed
its plant human resource (HR) practices, for instance, raising salaries and cutting
mandatory overtime. Apple and Hon Hai both know that the plant’s morale and
productivity depend on its human resource practices.

From Chapter 1 of Fundamentals of Human Resource Management, 3™ edition. Gary Dessler. Copyright © 2014 by Pearson Education, Inc.

All rights reserved.



LEARNING OBJECTIVE 1
Answer the question,
“What is human resource
management?”

organization

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

manager

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

managing

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

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

human resource
management (HRM)

The process of acquiring, training,
appraising, and compensating
employees, and of attending to
their labor relations, health and
safety, and fairness concerns.

LEARNING OBJECTIVE 2
Explain with at least

four examples why
knowing HR management
concepts and techniques
is important to any
supervisor or manager.

MANAGING HUMAN RESOURCES TODAY

WHAT IS HUMAN RESOURCE MANAGEMENT?

Hon Hai’s Foxconn plant is an organization. An organization consists of people (in this
case, people like assembly workers and managers) 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 func-
tion include:

e 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; coordi-
nating the work of subordinates.

e Staffing. Determining what type of people should be hired; recruiting prospective employ-
ees; selecting employees; setting performance standards; compensating employees; evalu-
ating performance; counseling employees; training and developing employees.

e Leading. Getting others to get the job done; maintaining morale; motivating subordinates.
Controlling. Setting standards such as sales quotas, quality standards, or production levels;
checking to see how actual performance compares with these standards; taking corrective
action as needed.

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

Conducting job analyses (determining the nature of each employee’s job).
Planning labor needs and recruiting job candidates.

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 commitment.

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?

Perhaps it’s easier to answer this by listing some of the personnel mistakes you don’t want to
make while managing. For example, you don’t want

To have your employees not doing their best.

To hire the wrong person for the job.

To experience high turnover.

To have your company in court due to your discriminatory actions.
To have your company cited for unsafe practices.

To let a lack of training undermine your department’s effectiveness.
To commit any unfair labor practices.



authority
The right to make decisions, direct
others’ work, and give orders.
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IMPROVED PERFORMANCE Carefully studying this text can help you avoid mistakes like these.
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—from generals to presidents to supervisors—have
been successful even without adequate plans, organizations, or controls. They were successful
because they had the knack for hiring the right people for the right jobs and then motivating,
appraising, and developing them. Remember as you read this text that getting results is the bot-
tom 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 in-
ability to recruit and maintain a good workforce that does constitute the bottleneck for
production. I don’t know of any major project backed by good ideas, vigor, and enthusiasm
that has been stopped by a shortage of cash. I do know of industries whose growth has been
partly stopped or hampered because they can’t maintain an efficient and enthusiastic labor
force, and I think this will hold true even more in the future.’

YOU MAY SPEND TIME AS AN HR MANAGER Here is a third reason to study this text: you
may well 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 text) promoted the head of one
of its publishing divisions to chief human resource executive at its corporate headquarters.
Why? Some think these people may be better equipped to integrate the firm’s human
resource activities (such as pay policies) with the company’s strategic needs (such as by tying
executives’ incentives to corporate goals).’

However most top human resource executives do have prior human resource experi-
ence. About 80% of those in one survey worked their way up within HR. About 17% had
the HR Certification Institute’s Senior Professional in Human Resources (SPHR) designation,
and 13% were certified Professionals in Human Resources (PHR). The Society for Human
Resource Management (SHRM) offers a brochure describing alternative career paths within
human resource management.* Find it at www.shrm.org/Communities/StudentPrograms/
Documents/07-0971%20Careers%20HR %20Book_final.pdf.

HR FOR ENTREPRENEURS Finally, you might end up as your own human resource manager.
More than half the people working in the United States today work for small firms. Small
businesses as a group also account for most of the 600,000 or so new businesses created every
year.’ 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.
Especially if you are managing your own small firm with no human resource manager, you’ll
probably have to handle HR on your own. If so, you must be able to recruit, select, train,
appraise, and reward employees.

Line and Staff Aspects of HRM

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

Line Versus Staff Authority

Authority is the right to make decisions, to direct the work of others, and to give orders. In
management, we usually distinguish between line authority and staff authority. Line authority



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.

FIGURE 1

Human Resource
Department Organization
Chart Showing Typical HR
Job Titles

Source: “Human resource
development organization chart
showing typical HR job titles,”
http://www.co.pinellas.fl.us/
persnl/pdf/orgchart.pdf. Courtesy
of Pinellas County Human
Resources. Reprinted with
permission.
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gives managers the right (or authority) to issue orders to other managers or employees. It creates
a superior—subordinate relationship. Staff authority gives a manager the right (authority) to ad-
vise other managers or employees. It creates an advisory relationship. Line managers have line
authority. They are authorized to give orders. Staff managers have staff authority. They are au-
thorized to assist and advise line managers. Human resource managers are staff managers. They
assist and advise line managers in areas like recruiting, hiring, and compensation.

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

Line Managers’ Human Resource Management Responsibilities

All supervisors therefore spend much of their time on personnel-type tasks. Indeed, the direct
handling of people always has been an integral part of every line manager’s responsibility, from
president down to the first-line supervisor. For example, one company outlines its line supervisors’
responsibilities for effective human resource management under the following general headings:

[,

. Placing the right person in the right job

. Starting new employees in the organization (orientation)

. Training employees for jobs that are new to them

. Improving the job performance of each person

. Gaining creative cooperation and developing smooth working relationships
. Interpreting the company’s policies and procedures

. Controlling labor costs

. Developing the abilities of each person

. Creating and maintaining departmental morale

. Protecting employees’ health and physical conditions

O 001\ bW

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

Organizing the Human Resource Department’s Responsibilities

In larger firms, the human resource department provides such specialized assistance. Figure 1
shows human resource management jobs in one organization. Typical positions include
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compensation and benefits manager, employment and recruiting supervisor, training specialist,
and employee relations executive. Examples of job duties include:

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

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

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

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

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

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

REORGANIZING THE HUMAN RESOURCE MANAGEMENT FUNCTION Many employers are also
taking a new look at how they organize their human resource functions. For example, J. Randall
MacDonald, IBM’s senior vice president of human resources, says the traditional human
resource organization divides HR activities into separate “silos” such as recruitment, training,
and employee relations. This usually means there’s no one dedicated team of human resource
specialists focusing on the needs of specific groups of employees, such as engineers.

MacDonald therefore took a different approach. He split IBM’s 330,000 employees into
three segments for HR purposes: executive and technical, managers, and rank and file. Now
separate human resource management teams (consisting of recruitment, training, and pay
specialists, for instance) focus on each employee segment. Each team ensures
the employees in each segment get the specialized testing, training, and rewards
they require.’

You may also find other configurations.® For example, some employers cre-
ate transactional HR teams. These HR teams offer their human resource services
through centralized call centers and through outside vendors (such as benefits ad-
visors). They aim to provide employees with specialized support in day-to-day HR
activities (such as changing benefits plans). You may also find specialized corpo-
rate HR teams within a company. These focus on assisting 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 “rela-
tionship managers” or “HR business partners”) assigned to functional departments
like sales and production. They provide the selection and other assistance the de-
partments 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.

HR IN SMALL BUSINESSES Employers usually have about one HR
professional per 100 employees. Small firms (say, those with less than
100 employees) generally don’t have the critical mass required for a full-time human

J. Randall MacDonald and IBM resource manager. Their human resource management therefore tends to be “ad hoc

reorganized its human resource and informal.” For example, smaller employers tend to use recruiting practices like
management group to focus on newspaper ads, walk-ins, and word of mouth, rather than computerized recruitment
the needs of specific groups of IBM and selection programs.9 However, that needn’t be the case. Gaining a command
employees. of the techniques in this text should enable you to manage a small firm’s human

Source: IBM

LEARNING OBJECTIVE 3
Explain with examples
what trends are
influencing human

resource management.

resources more effectively.

THE TRENDS SHAPING HUMAN
RESOURCE MANAGEMENT

Working cooperatively with line managers, human resource managers have long helped employ-
ers do things like hire and fire employees, administer benefits, and conduct appraisals. However,
the human resource manager’s job is changing. Technology is one reason for this change. For

5



FIGURE 2

Trends Shaping Human
Resource Management

Technology also changed
the nature of work and
therefore the skills that

workers must bring to
their jobs. For example
high-tech jobs often

mean replacing manual
labor with highly trained

technicians.
Source: Olga Serdyuk/Alamy
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Human Resource Managers
Will Therefore Need These
New Competencies

So Companies
Must Be

¢ More competitive
 Faster and more responsive
 More cost-effective

 They focus more on strategic,
big picture issues strategic goals
* They use new ways to provide

¢ Human-capital oriented HR services
* More scientific and how they  They take a talent management
make decisions approach to managing

human resources

* They manage employee
engagement

* They manage ethics

¢ They measure HR performance
and results

* They use evidence-based
human resource management

¢ They add value

¢ They understand their human
resource philosophy

* They have new competencies

instance, instead of having the human resource department help them make changes to their ben-
efits plans, many employees today use their firms’ intranets to change their own benefits plans.
Obviously that’s something they couldn’t do in pre-Internet days.'® Figure 2 sums up six big
trends that are changing how employers and their HR managers do things.

Technological Advances

For one thing, technology dramatically changed how human resource managers do their jobs.
Facebookrecruiting is one small example.'' Employers start the process by installing the
“Careers Tab” on their Facebook page. Once installed, “companies have a seamless way to re-
cruit and promote job listings from directly within Facebook.”'> Then, after creating a job listing,
the employer can advertise its job link using Facebook. We’ll see that innovations like these have
dramatically changed how human resource managers do things."

Trends in the Nature of Work

Technology also changed the nature of work and therefore the skills that workers must bring
to their jobs, For example, new high-tech manufacturing machines (such as three-dimensional
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printers that “print out” real products) require replacing manual labor with highly trained techni-
cians.'* After an 18-week training course, one former college student became a team leader in
a plant where the machines are automated. He and his team type commands into computerized
machines that create precision parts.'> Technology-based employees like these need new skills
and training to do these high-tech jobs.

SERVICE JOBS Technology is not the only trend driving the change from “brawn to brains.”
Today over two-thirds of the U.S. workforce is already employed in producing and delivering
services, not products. By 2020, service-providing industries are expected to account for 131
million out of 150 million (87%) of wage and salary jobs overall. So in the next few years,
almost all the new jobs added in the United States will be in services, not in goods-producing
industries.'®

HUMAN CAPITAL For employers, trends like these translate into a growing need for “human
capital.” Human capital “refers to the knowledge, skills, and abilities embedded in people.” One
study recently concluded, “As the global economy becomes increasingly knowledge-based, the
acquisition and development of superior human capital appears essential to firms’ profitability
and success.”'” Employers will need new human resource management practices to select,
train, and motivate these employees. The accompanying HR as a Profit Center illustrates how
employers capitalize on human capital.

HR AS A PROFIT CENTER

Boosting Customer Service

One 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
representatives’ jobs. This bank taught them how to sell more of the bank’s services, gave them more au-
thority 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.'

Demographic and Workforce Trends

DEMOGRAPHIC TRENDS The U.S. workforce is also becoming older and more multiethnic.?
Table 1 offers a bird’s eye view. Between 1990 and 2020, the percent of the workforce that the
U.S. Department of Labor classifies as “white, non-Hispanic” will drop from 77.7% to 62.3%.
At the same time, the percent of the workforce that it classifies as Asian will rise from 3.7% to
5.7%, and those of Hispanic origin will rise from 8.5% to 18.6%. The percentages of younger

TABLE 1 Demographic Groups as a Percent of the Workforce, 1990-2020

Age, Race,
and Ethnicity 1990 2000 2010 2020
Age: 16-24 17.9% 15.8% 13.6% 11.2%
25-54 70.2 71.1 66.9 63.7
55+ 11.9 13.1 19.5 25.2
White, non-Hispanic 717.7 72.0 67.5 62.3
Black 10.9 11.5 11.6 12.0
Asian 3.7 4.4 4.7 5.7
Hispanic origin 8.5 11.7 14.8 18.6

Source: US Bureau of Labor Statistics Economic News Release 2/1/12. http://www.bls.gov/news
.release/ecopro.tO1.htm.
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workers will fall, while those over 55 years of age will leap from 11.9% of the workforce in 1990
to 25.2% in 2020.%!

Demographic trends are making finding and hiring employees more challenging. In the
U.S., labor force growth is not expected to keep pace with job growth, with an estimated shortfall
of about 14 million college-educated workers by 2020.>> One study of 35 large global compa-
nies’ 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.”®

“GENERATION Y” Furthermore, many younger workers may have different work values than did
their parents.?* These “Generation Y” employees (also called “Millennials,”) were born roughly
1977 to 2002. They take the place of the labor force’s previous new entrants, Generation X, those
born roughly 1965 to 1976 (and who themselves were the children of the baby boomers, born
roughly 1946 to 1964). Based on one study, older employees are more likely to be work-centric
(to focus more on work than on family with respect to career decisions). Gen Y workers tend to
be more family-centric or dual-centric (balancing family and work life).

Fortune magazine says that Millennial/Generation Y employees bring challenges and
strengths. They may be “the most high maintenance workforce in the history of the world.”?®
Employers like Lands’ End and Bank of America are therefore teaching their managers to give
Millennials quick feedback and recognition.”” But, their ability to use information technology
will also make them the most high performing.?®

RETIREES Many employers call “the aging workforce” their biggest demographic threat. The
problem is that there aren’t enough younger workers to replace the projected number of baby
boom—era older workers retiring.”” One survey found that 41% of surveyed employers are
bringing retirees back into the workforce.*

NONTRADITIONAL WORKERS At the same time, work is 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 sharing
one clerical job). Others serve as “independent contractors” for specific projects. Almost 10% of
American workers—13 million people—fit this nontraditional workforce category.

Technology facilitates alternative work arrangements. For example, www.linkedin.com
enables such professionals to promote their services. Thanks to information technology, about
17 million people now work from remote locations at least once per month. “Co-working sites”
are springing up. These offer freelance workers and consultants office space and access to office
equipment (and the opportunity to interact with other independents) for several hundred dollars
per month.>! We’ll see that all this changes how employers manage their human resource systems.

WORKERS FROM ABROAD With projected workforce shortfalls, 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. Particularly
with high unemployment, such programs face opposition. One study concluded that many workers
brought in under these programs actually filled jobs that didn’t require specialized skills.*?

Globalization and Competition

Globalization refers to companies extending their sales, ownership, and/or manufacturing to new
markets abroad. For example, Toyota builds Camrys in Kentucky, while Dell assembles PCs in
China. Free trade areas—agreements that reduce tariffs and barriers among trading partners—
further encourage international trade. NAFTA (the North American Free Trade Agreement) and
the EU (European Union) are examples.

Globalization compels employers to be more efficient. More globalization means more
competition, and more competition means more pressure to be “world class”—to lower costs, to
make employees more productive, and to do things better and less expensively. Thus, when the
Japanese retailer Uniglo opened its first store in Manhattan, many local competitors had to insti-
tute new testing, training, and pay practices to boost their employees’ performance. The search
for greater efficiencies prompts many employers to offshore (export jobs to lower-cost locations
abroad). For example, Dell offshored some call-center jobs to India. Many employers offshore
even highly skilled jobs such as sales managers, general managers—and HR managers.™



FIGURE 3

Gross National Product,
1940-2010

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

FIGURE 4

Case-Shiller Home
Price Indexes

Source: Case-Shiller Home Price
Indexes. Courtesy of the Federal
Reserve Bank of Cleveland.
Reprinted with permission.
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For 50 or so years, globalization boomed. For example, the total sum of U.S. imports and
exports rose from $47 billion in 1960, to $562 billion in 1980, to about $4.7 trillion recently.34
Changes in 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.

Indebtedness (“Leverage”) and Deregulation

Other trends contributed to this economic boom. Many governments stripped away rules and
regulations. For example, in America and Europe, the rules that prevented commercial banks
from expanding into new businesses such as investment banking were relaxed. Giant, multina-
tional “financial supermarkets” such as Citibank emerged. With fewer regulations, more busi-
nesses 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 U.S. became a debtor nation. Its balance of pay-
ments (exports minus imports) went from a healthy positive $3.5 billion in 1960, to a not-so-
healthy minus $19.4 billion in 1980 (imports exceeded exports), to a huge $497 billion deficit
in 2011.% 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.

Economic Challenges and Trends

These trends occurred in a volatile economic environment. As you can see in Figure 3, Gross
National Product (GNP)—a measure of the United States of America’s total output—boomed
between 2001 and 2007. During this period, home prices (see Figure 4) leaped as much as 20%
per year. Unemployment remained docile at about 4.7%.% Then, around 2007-2008, all these
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LEARNING OBJECTIVE 4
List, with examples,
10 things today’s HR
managers do to deal
with these trends and
challenges.

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.

talent management

The end-to-end process of
planning, recruiting, developing,
managing, and compensating
employees throughout the
organization.

10
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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? That is a complicated question, but for one thing, all those years of
accumulating debt ran their course. Banks and other financial institutions (such as hedge funds)
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 will undoubtedly turn positive again, perhaps even as you read this. How-
ever, they have certainly grabbed employers’ attention. After what the world went through start-
ing in 2007-2008, it’s doubtful that the deregulation, leveraging, and globalization that drove
economic growth for the previous 50 years will continue unabated. That may mean slower
growth for many countries, perhaps for years, and more pressure on employers and their human
resource managers.

WHAT DO THE NEW HUMAN RESOURCE
MANAGERS DO?

For much of the twentieth century, “personnel” managers focused mostly on day-to-day activi-
ties. In the earliest firms, they took over hiring and firing from supervisors, ran the payroll depart-
ment, and administered benefits plans. As expertise in testing emerged, the personnel department
played a bigger role in employee selection and training.”” New union laws in the 1930s added,
“Helping the employer deal with unions” to its list of duties. With new equal employment laws in
the 1960s, employers began relying on HR for avoiding discrimination claims.*®

Today, employers face new challenges, such as squeezing more profits from operations.
They expect their human resource managers to have what it takes to address these new chal-
lenges. Let’s look at 10 things today’s HR managers do to deal with these challenges.

THEY FOCUS MORE ON STRATEGIC, BIG PICTURE ISSUES First, human resource managers are
more involved in helping their companies address longer-term, strategic “big picture” issues.

We see that Strategic human resource management means formulating and executing hu-
man resource policies and practices that produce the employee competencies and behaviors the
company needs to achieve its strategic aims. The basic idea behind strategic human resource
management is this: In formulating human resource management policies and practices, the
manager’s aim should be to produce the employee skills and behaviors that the company needs to
achieve its strategic aims. So, for example, if you want the CEO to focus on boosting profits, tie
his or her incentive plan to the company’s profitability.

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

THEY USE NEW WAYS TO PROVIDE HR SERVICES To free up time for their new strategic duties,
today’s human resource managers deliver their traditional day-to-day HR services (such as
benefits administration) in new ways. For example, they use technology such as company portals
so employees can self-administer benefits plans, Facebookrecruiting to recruit job applicants,
online testing to prescreen job applicants, and centralized call centers to answer supervisors’ HR-
related inquiries. IBM’s employees use its own internal social network site to “create personal
profiles similar to those on LinkedIn . . . share files, and gain knowledge from white papers,
videos, and podcasts.”* Table 2 illustrates how employers use technology to support delivering
human resource management activities.*’

THEY TAKE A TALENT MANAGEMENT APPROACH TO MANAGING HUMAN RESOURCES With
employers pressing for improved performance, one survey of human resource executives found
that “talent management” issues were among the most pressing ones they faced.*' Talent
management is the goal-oriented and integrated process of planning, recruiting, developing,
managing, and compensating employees.** It involves putting in place a coordinated process for
identifying, recruiting, hiring, and developing employees. For example, we saw that IBM split its
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TABLE 2 Some Technological Applications to Support HR

Technology

How Used by HR

Streaming desktop video

Used to facilitate distance learning and training or to provide corporate information to
employees quickly and inexpensively.

Internet- and network-monitoring software Used to track employees’ Internet and e-mail activities or to monitor their performance.
Data warehouses and computerized analytical Help HR managers monitor their HR systems. For example, they make it easier to assess
programs things like cost per hire, and to compare current employees’ skills with the firm’s

projected strategic needs.

ethics

The principles of conduct
governing an individual or a group;
specifically, the standards you

use to decide what your conduct
should be.

employees into three groups, to better coordinate how it serves the employees in each
segment.

THEY MANAGE EMPLOYEE ENGAGEMENT Improved performance means you need your
employees to be engaged. The Institute for Corporate Productivity defines engaged employees
“as those who are mentally and emotionally invested in their work and in contributing to an
employer’s success.” Unfortunately, studies suggest that less than one-third of the U.S. workforce
is engaged.*’ Today’s human resource managers need skills to manage employee engagement.

THEY MANAGE ETHICS Regrettably, news reports today are filled with managers’ ethical
misdeeds. 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 torpedoing even otherwise competent managers
and employers. Ethics means the standards someone uses to decide what his or her conduct
should be. Many serious workplace ethical issues—workplace safety and employee privacy, for
instance—are human resource-management related.*

THEY MEASURE HR PERFORMANCE AND RESULTS Perhaps most notably, the pressures of
global competition forced human resource managers to be more numbers oriented.

Several years ago, IBM’s Randall MacDonald needed $100 million to reorganize its HR
operations. 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 aver-
age just under 1%. On average, there is about 1 human resource staff person per 100 employees.*’

To compare their own companies to others, human resource managers obtain customized
benchmark comparisons from services such as the Society for Human Resource Management’s
Human Capital Benchmarking Service.*®

THEY USE EVIDENCE-BASED HUMAN RESOURCE 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?).

THEY ADD VALUE The bottom line is that today’s employers want their HR managers to add
value by boosting profits and performance. Professors Dave Ulrich and Wayne Brockbank
describe this as “The HR Value Proposition.””' They say human resource programs (such as
screening tests) are just a means to an end. The human resource manager’s ultimate aim must be
to add value. “Adding value” means helping the firm and its employees improve in a measurable
way as a result of the human resource manager’s actions.
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The SAS Institute, Inc. is
built on 200 tree-covered
acres in Cary, N.C. SAS

is the world’s largest
software company in
private hands. Its 8,000
employees around the
globe recently generated
about $1.1 billion in
sales. The company is
famous for its progressive
benefits and employee
relations programs.

Source: AP Photo/Karen Tam
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We’ll see in this text how human resource practices do this.

THEY UNDERSTAND THEIR HUMAN RESOURCE PHILOSOPHY Peoples’ actions are always based
in part on the basic assumptions they make; 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? Can they be creative? Why do they act as they do? How should they be treated?—
together comprise your philosophy of human resource management. And every personnel
decision you make—the people you hire, the training you provide, your leadership style, and the
like—reflects (for better or worse) this basic philosophy.

How do you go about developing such a philosophy? To some extent, it’s preordained.
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 and will continually evolve as you accumulate knowledge and experiences. For
example, the personnel philosophy at Hon Hai’s Foxconn plant seems to have softened in re-
sponse to its employees’ and Apple’s discontent. In any case, no manager should manage others
without first understanding the personnel philosophy that is driving his or her actions.

One of the things molding your own philosophy is that of your organization’s top man-
agement. While it may or may not be stated, it is usually communicated by their actions and
permeates every level and department in the organization. For example, here is part of the per-
sonnel 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 com-
pany 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.*>

Current “best companies to work for” lists include many organizations with similar philoso-
phies. 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.”>?

Sometimes, companies translate philosophies like these 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,




LEARNING OBJECTIVE 5

Discuss some competencies
HR managers need to deal
with today’s trends and
challenges.

FIGURE 5

The Human Resource
Manager’s Competencies

Source: The RBL Group, © 2012.
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North Carolina, highly trained employees work in autonomous self-directed teams to produce
high-precision aircraft parts.

THEY HAVE NEW COMPETENCIES®  Tasks like formulating strategic plans and making data-based
decisions require new human resource manager 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.”’ (Perhaps this is why about one-third of top HR managers in Fortune 100 companies moved
there from other functional areas.)®® He or she must be able to formulate and implement large-scale
organizational changes, design organizational structures and work processes, and understand how to
compete in and succeed in the marketplace.*

WHAT COMPETENCIES DO TODAY'S HUMAN
RESOURCE MANAGERS NEED?

Figure 5 provides one view of the competencies today’s HR managers need. Professor Dave
Ulrich and his colleagues say that today’s human resource managers need the knowledge, skills,
and competencies to be:

Strategic positioners—for instance, by helping to create the firm’s strategy.

Credible activists—for instance, by exhibiting the leadership and other competencies that
make them “both credible (respected, admired, listened to) and active (offers a point of view,
takes a position, challenges assumptions).”®

Capability builders—for instance, by creating a meaningful work environment and aligning
strategy, culture, practices, and behavior.

Change champions—for instance, by initiating and sustaining change.

HR innovators and integrators—for instance, by developing talent, and optimizing human
capital through workforce planning and analytics.

Technology proponents—for instance, by connecting people through technology.

strategic POSitiOner

Capability
Builder

Credible Technology
Activist Proponent

Innovator
& Integrator
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HRCI Certification

Many HR managers use certification to show their mastery of modern human resource manage-
ment knowledge. The HR Certification Institute (HRCI) is an independent certifying organi-
zation for human resource professionals (see www.hrci.org/). Through testing, HRCI awards
several credentials, including Professional in Human Resources (PHR), and Senior Profes-
sional in Human Resources (SPHR). The evidence to date, while incomplete, generally sug-
gests a positive relationship between human resource managers’ competence, as reflected by
PHR or SPHR certification, and the human resource managers’ effectiveness, (although re-
searchers also note that it is the person’s ability to apply what he or she knows, rather than just
the knowledge, that ultimately determines one’s success).’' Managers can take an online HRCI
practice quiz at http://www.hrci.org/Quiz/.%>

The HRCI Knowledge Base

The HRCI body of knowledge devotes roughly these percentages to the following main topic
areas (PHR exam %, and SPHR exam %): Strategic Business Management, 12%—-29%; Work-
force Planning and Employment, 26%—17%; Human Resource Development, 17%—17%; Total
Rewards, 16%—12%; Employee and Labor Relations, 22%—18%; Risk Management, 7%—7%, as
well as certain Core Knowledge, for example with respect to motivation and job analysis. The
space this text devotes to these topics roughly follows these HRCI suggestions.

The Knowledge Base lists about 91 specific “Knowledge of” subject areas within these main topic
area groups with which those taking the test should be familiar; we use special | KNOWLEDGE BASE |
icons denote coverage of HRCI knowledge topics.

To provide all future managers, not just HR managers, with the practical techniques they
need, for instance to interview, train, and appraise employees, and to deal confidently with equal
employment and other HR-related laws. And to cover, to the extent possible, the content in HR-
CT’s “A Body of Knowledge” but in a relatively compact and economical 14-chapter soft cover
format. | KNOWLEDGE BASE | Workforce planning and techniques
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Review

MyManagementLab

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

SUMMARY

1. Staffing, personnel management, or human resource man- 3. The HR manager and his or her department provide vari-
agement includes activities such as recruiting, selecting, ous staff services to line management, including assisting
training, compensating, appraising, and developing. in the hiring, training, evaluating, rewarding, promoting,

2. HR management is a part of every line manager’s respon- disciplining, and safety of employees at all levels.
sibilities. These responsibilities include placing the right 4. Trends are requiring HR to play a more strategic role in
person in the right job and then orienting, training, and com- organizations. These trends include workforce diversity,
pensating the person to improve his or her job performance. technological change, globalization, economic upheaval,

15
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and changes in the nature of work, such as the growing
emphasis on education and human capital.

5. The consequence of such changes is that HR manag-
ers’ jobs are increasingly strategic in nature. HR man-
agers must also find new ways to deliver transactional

services (such as benefits administration), focus more on
providing internal consulting expertise with respect to
improving employee morale and performance, build high-
performance work organizations, manage talent, and be
skilled at acting based on evidence and metrics.

KEY TERMS

organization

manager

managing

management process

human resource management (HRM)
authority

line manager

staff manager

strategic human resource management
talent management

ethics

DISCUSSION QUESTIONS

. What is human resource management?

2. Explain with at least five examples why “a knowledge and
proficiency in HR management concepts and techniques is
important to all supervisors or managers.”

3. Explain with examples what we mean by “the changing
environment of human resource management.”

4. Give examples of how the HR manager’s duties today are

different from 30 years ago.

[,

& 5. Discuss, with examples, four important issues influencing
HR management today.
6. Explain HR management’s role in relation to the firm’s
line management.
Compare the authority of line and staff managers. Give
examples of each.

o7

INDIVIDUAL AND GROUP ACTIVITIES

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

2. 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.

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

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

S. Laurie Siegel, senior vice president of human 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 assumed of-
fice. For example, she had to help hire a new management
team. She had to do something about what the outside
world viewed as a culture of questionable ethics at her
company. And she had to do something about the com-
pany’s top management compensation plan, which many

16

felt contributed to the allegations by some that former
company officers had used the company as a sort of pri-
vate ATM.

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

Working individually or in groups, conduct an Internet
search and library research to answer the following ques-
tions: 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?

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

7. Working individually or in groups, develop several exam-
ples showing how the new HR management practices men-
tioned in this chapter (using technology, for instance) have
or have not been implemented to some extent in the college
or university you are now attending or in the organization
for which you work.
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APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1
Jack Nelson’s Problem

As a new member of the board of directors for a local bank, Jack
Nelson was being introduced to all the employees in the home of-
fice. When he was introduced to Ruth Johnson, he was curious
about her work and asked her what her machine did. Johnson re-
plied that she really did not know what the machine was called
or what it did. She explained that she had been working there for
only two months. She did, however, know precisely how to oper-
ate 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
turnover was too high, and no sooner had one employee been put
on the job than another one resigned. With customers to see and
loans to be made, she explained, she had little time to work with
the new employees as they came and went.

All branch supervisors hired their own employees without
communication with the home office or other branches. When an
opening developed, the supervisor tried to find a suitable employee
to replace the worker who had quit.

HR IN ACTION CASE INCIDENT 2
Carter Cleaning Company

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

Questions

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

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

3. What specific functions should an HR unit carry out? What
HR functions would then be carried out by the bank’s supervi-
sors and other line managers?

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

Introduction

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

Carter Cleaning Centers

Jennifer Carter graduated from State University in June 2005, and,
after considering several job offers, decided to do what she really
always planned to do—go into business with her father, Jack Carter.

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

The attractiveness of operating with virtually no skilled labor
notwithstanding, Jack had decided by 1999 to 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 diversifica-
tion” by adding new services that were related to and consistent with
his existing coin laundry activities. He added these in part because
he wanted to better utilize the unused space in the rather large stores
he currently had under lease. But he also did so because he was,
as he put it, “tired of sending out the dry cleaning and pressing work
that came in from our coin laundry clients to a dry cleaner 5 miles
away, who then took most of what should have been our profits.”
To reflect the new, expanded line of services he renamed each of
his two stores Carter Cleaning Centers and was sufficiently satisfied
with their performance to open four more of the same type of stores
over the next five years. Each store had its own on-site manager and,
on average, about seven employees and annual revenues of about
$600,000. It was this six-store cleaning centers chain that Jennifer
joined upon graduating from State University.
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Her understanding with her father was that she would serve as
a troubleshooter and consultant to the elder Carter with the aim of
both learning the business and bringing to it modern management
concepts and techniques for solving the business’s problems and
facilitating its growth.

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

EXPERIENTIAL EXERCISE
Helping “The Donald”

Purpose: The purpose of this exercise is to provide practice
in identifying and applying the basic concepts of human
resource management by illustrating how managers use
these techniques in their day-to-day jobs.

participants themselves (and especially the team lead-
ers) look like “winners” to Mr. Trump.

3. Watch several of these shows (or reruns of the
shows), and then meet with your team and answer the

Required Understanding: Be familiar with the material in following que.:stions: ) S o
this chapter, and with several episodes of shows like The a. What specific HR functions (recruiting, interviewing,

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

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

. Provide a specific example of how HR functions

How to Set Up the Exercise/Instructions:

1. Divide the class into teams of three to four students.
2. Read this: As you know by having watched “The
Donald” as he organized his business teams for The
Apprentice, human resource management plays an im- ¢

portant role in what Donald Trump and the participants
on his separate teams need to do to be successful. For
example, Donald Trump needs to be able to appraise
each of the participants. And, for their part, the leaders
of each of his teams need to be able to staff his or her
teams with the right participants and then provide the

(such as recruiting, selection, interviewing, com-
pensating, appraising, and so on) contributed to one
of the participants coming across as particularly
successful to Mr. Trump. Also, provide examples of
how one or more of these functions contributed to
Mr. Trump telling a participant “You're fired.”

sorts of training, incentives, and evaluations that help d

. Present your team’s conclusions to the class.
their companies succeed and that therefore make the

MyManagementLab

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

following Assisted-graded writing questions:

I. How do today’s HR managers deal with the trends and challenges shaping
contemporary HR management!?

2.  Discuss some competencies HR managers need to deal with today’s trends and
challenges.

3.  Mymanagementlab Only - comprehensive writing assighment for this chapter.
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KNOWLEDGE BASE
LEARNING OBJECTIVES

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

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

2. Explain the basic defenses against discrimination
allegations.

3. Give examples of what employers can and cannot
legally do with respect to recruitment, selection,
and promotion and layoff practices.

4. Explain the Equal Employment Opportunity Commis-
sion enforcement process.

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

INTRODUCTION

A former manager at a Panera Bread restaurant recently settled his discrimination
suit against the franchise owner.” The manager alleged that the owner ordered
him to consign minority employees to jobs that kept them out of public view, and
then fired him when he refused.

From Chapter 2 of Fundamentals of Human Resource Management, 3™ edition. Gary Dessler. Copyright © 2014 by Pearson Education, Inc.

All rights reserved.
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LEARNING OBJECTIVE 1
Summarize the basic equal
employment opportunity
laws and how each
impacts HR functions
such as recruitment and

Qelection.

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

Title VII of the 1964 Civil
Rights Act

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

Equal Employment
Opportunity Commission
(EEOCQ)

The commission, created by

Title VII, empowered to investigate
job discrimination complaints and
sue on behalf of complainants.
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SELECTED EQUAL EMPLOYMENT
OPPORTUNITY LAWS

Hardly a day goes by without equal opportunity lawsuits at work.”> One survey of corporate
general counsels found that such lawsuits were their biggest litigation fears.® Performing day-
to-day supervisory tasks like hiring employees without understanding these laws is fraught
with peril. Furthermore, the HRCI Knowledge Base assumes knowledge of all the “[a]ppli-
cable federal, state and local laws and regulations related to human resources. . .” you’ll find in
this chapter, for instance Title VII and the EEOC Uniform Guidelines. Let us start with some
background.

Equal employment laws aren’t new. The Fifth Amendment to the U.S. Constitution (rati-
fied in 1791) states that “no person shall...be deprived of life, liberty, or property, without due
process of the law.”* Other laws as well as various court decisions made discrimination against
minorities illegal by the early 1900s, at least in theory.’

But as a practical matter, Congress and presidents avoided dramatic action on implementing
equal employment until the early 1960s.

Equal Pay Act of 1963

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

Title VII of the 1964 Civil Rights Act

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

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

2. To limit, segregate, or classify his or her employees or applicants for employment in any
way that would deprive or tend to deprive any individual of employment opportunities or
otherwise adversely affect his or her status as an employee, because of such individual’s
race, color, religion, sex, or national origin.

Title VII established the Equal Employment Opportunity Commission (EEOC). It con-
sists of five members, appointed by the president with the advice and consent of the Senate. Each
member serves a term of 5 years. The EEOC has a staff of thousands to assist it in administering
the Civil Rights law in employment settings.

Establishing the EEOC greatly enhanced the federal government’s ability to enforce equal
employment opportunity laws. The EEOC receives and investigates job discrimination com-
plaints. When it finds reasonable cause, it attempts (through conciliation) to reach an agree-
ment. If this fails, the EEOC has the power to go to court. Under the Equal Employment
Opportunity Act of 1972, discrimination charges may be filed by the EEOC on behalf of an
aggrieved individual, as well as by the individuals themselves. We explain this procedure later
in this chapter.

Executive Orders

Under executive orders that U.S. presidents issued years ago, most employers who do business
with the U.S. government have an obligation beyond that imposed by Title VII to refrain from
employment discrimination. Executive Orders 11246 and 11375 don’t just ban discrimination;
they require that contractors take affirmative action to ensure equal employment opportunity



Office of Federal Contract
Compliance Programs
(OFCCP)

The office responsible for
implementing the executive orders
and ensuring compliance of
federal contractors.

Age Discrimination in
Employment Act (ADEA)
of 1967

The act prohibiting arbitrary

age discrimination and specifically
protecting individuals over

40 years old.

Vocational Rehabilitation
Act of 1973

The act requiring certain federal
contractors to take affirmative
action for disabled persons.

Pregnancy Discrimination
Act (PDA)

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

Griggs v. Duke Power
Company

Supreme Court case in which the
plaintiff argued that his employer’s
requirement that coal handlers

be high school graduates was
unfairly discriminatory. In finding

for the plaintiff, the Court ruled
that discrimination need not be
overt to be illegal, that employment
practices must be related to job
performance, and that the burden
of proof is on the employer to show
that hiring standards are job related.

protected class

Persons such as minorities and
women protected by equal
opportunity laws, including Title VII.

MANAGING EQUAL OPPORTUNITY AND DIVERSITY

(we explain affirmative action later in this chapter). These orders also established the Office
of Federal Contract Compliance Programs (OFCCP), which is responsible for ensuring the
compliance of federal contracts.’

Age Discrimination in Employment Act of 1967

The Age Discrimination in Employment Act (ADEA) of 1967, as amended, makes it unlaw-
ful to discriminate against employees or applicants for employment who are 40 years of age or
older, effectively ending most mandatory retirement.® Lawyers like the ADEA. It allows jury tri-
als and double damages to those proving “willful” discrimination.” In a case called O’Connor v.
Consolidated Coin Caterers Corp., the U.S. Supreme Court held that employers can’t circum-
vent the ADEA by simply replacing employees over 40 years of age with those who are “signifi-
cantly younger” but also over 40.1°

Vocational Rehabilitation Act of 1973

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

Pregnancy Discrimination Act of 1978

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

Federal Agency Uniform Guidelines on Employee Selection Procedures

The federal agencies charged with ensuring compliance with the aforementioned laws and
executive orders—the EEOC, Civil Service Commission, Department of Labor, and Depart-
ment of Justice—have adopted uniform guidelines for employers.'* These guidelines explain,
for instance, how to validate a selection procedure.’> The OFCCP has its own guidelines. The
American Psychological Association published its own (nonlegally binding) Standards for
Educational and Psychological Testing.

Selected Court Decisions Regarding Equal Employment Opportunity (EEO)

Several early court decisions helped to form the courts’ interpretive foundation for EEO laws.
We summarize some important decisions in this section.

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

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

Second, the court held that an employment practice (in this case requiring the high school
diploma) must be shown to be job related if it has an unequal impact on members of a pro-
tected class.
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Civil Rights Act of 1991

(CRA 1991)

The act that places burden of
proof back on employers and
permits compensatory and punitive
damages.

disparate impact

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

disparate treatment

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

Americans with Disabilities
Act (ADA)

The act requiring employers to
make reasonable accommodations
for disabled employees; it prohibits
discrimination against disabled
persons.
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In the words of Justice Burger:

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

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

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

The Civil Rights Act of 1991

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

First, CRA 1991 addressed the issue of burden of proof. Today, after CRA 1991, the process
of filing and responding to a discrimination charge goes something like this. The plaintiff (say,
a rejected applicant) demonstrates that an employment practice (such as a test) has a disparate
impact on a particular group—for instance, that a significant disparity exists between the pro-
portion of (say) women in the available labor pool and the proportion hired. (Disparate impact
means “an employer engages in an employment practice or policy that has a greater adverse
impact [effect] on the members of a protected group under Title VII than on other employees,
regardless of intent.”'®) Requiring a college degree for a job would have an adverse impact on
some minority groups, for instance.

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

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

The Americans with Disabilities Act

The Americans with Disabilities Act (ADA) of 1990 prohibits employers with 15 or more
workers from discriminating against qualified individuals with disabilities, with regard to hiring,



Technological innovations
make it easier today

for employers to
accommodate disabled
employees.
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discharge, compensation, advancement, training, or other terms, conditions, or privileges of em-
ployment.”> And it requires employers to make “reasonable accommodations” unless doing so
imposes an “undue hardship” on the business.?

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

MENTAL IMPAIRMENTS AND THE ADA Mental disabilities account for the greatest number
of ADA claims.?® “Mental impairment” includes “any mental or psychological disorder, 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 70-75.27 Employers should be alert to the possibility that behaviors
normally regarded as undesirable (such as chronic lateness) may reflect mental impairments.
Reasonable accommodation might then include providing room dividers, partitions, or other
barriers between work spaces.

QUALIFIED INDIVIDUAL Just being disabled doesn’t qualify someone for a job,
of course. It only prohibits discrimination against qualified individuals—those
who, with (or without) a reasonable accommodation, can carry out the essential
Jfunctions 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 a worker had a seizure, his driver’s license was
suspended and the employer fired him. The court ruled that he had no ADA
claim because he couldn’t perform the essential functions of the job (driving).?®

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.” Reasonable accommodation
might include redesigning the job, modifying work schedules, or modifying or
acquiring equipment or other devices (such as adding curb ramps and widening
door openings).” For example, the National Federation of the Blind estimates
that about 70% of working-age blind adults are unemployed or underemployed,
although they are educated and excellent employees.*® Existing technologies
would enable most of them to work successfully in numerous jobs. For example,
a screen-reading program called Jaws converts text from a computer screen into
Braille while speaking it.*!

Attorneys, employers, and the courts continue to work through what “rea-
sonable accommodation” means.>? In one classic case, a Walmart door greeter with a bad back
asked if she could sit while on duty. The store said no, and she sued. The federal court agreed
with Walmart that door greeters must act in an “aggressively hospitable manner,” which can’t be
done if the greeter is sitting on a stool.** Standing was an essential job function. As in Figure 1,
you can use technology and common sense to make reasonable accommodation.

* 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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TRADITIONAL EMPLOYER DEFENSES Employers used to prevail in about 96% of federal appeals
court ADA decisions.** A U.S. Supreme Court decision typifies why. 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 fixing breakfast. The Court said the disability must be
central to the employee’s daily living (not just job).*®

THE “NEW” ADA The era in which employers mostly prevailed probably ended with the ADA
Amendments Act of 2008 (ADAAA).>” The ADAAA’s basic effect will be to make it much easier
for employees to show that their disabilities are limiting. For example, the new act makes it
easier for an employee to show that his or her disability is influencing the employee’s “major
life activities.” It does this by adding examples like reading, concentrating, thinking, sleeping,
and communicating to the list of ADA major life activities. As another example, under the new
act, an employee will be considered disabled even if he or she has been able to control his or
her impairments through medical or “learned behavioral” modifications. The bottom line is that
employers must redouble their efforts to ensure they’re complying with the act and providing
reasonable accommodations.*®

Many employers simply take a progressive approach. Common employer concerns about
people with disabilities (for instance, that they have more accidents) are generally baseless.** So,
for example, Walgreens has a goal of filling at least one-third of the jobs at its two large distribu-
tion centers with people with disabilities.*

Figure 2 summarizes some important ADA guidelines for managers and employers.

Uniformed Services Employment and Reemployment Rights Act

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

Genetic Information Nondiscrimination Act of 2008

The Genetic Information Nondiscrimination Act (GINA) prohibits discrimination by health in-
surers and employers based on people’s genetic information. It prohibits using genetic informa-
tion in employment decisons, prohibits the intentional acquisition of genetic information about
applicants and employees, and imposes strict confidentiality requirements.*?

Sexual Orientation

The federal Employment Non-Discrimination Act (ENDA) would prohibit workplace discrimi-
nation based on sexual orientation and gender identity if Congress passes it.** The bill protects
lesbian, gay, bisexual and transgender workers from discriminatory hiring, firing, promotion or
compensation practices, as well as from retaliation for reporting such practices. Meanwhile, a
federal appeals court recently ruled that a homosexual man is not necessarily barred from filing
a sexual discrimination claim under Title VII of the Civil Rights Act.** Many states already bar
discrimination at work based on sexual orientation.*

* 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.

* Know what you can ask applicants. In general, you may nor 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.

* [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?

* Do not allow misconduct or erratic performance (including absences and tardiness), even if that

behavior is linked to the disability.
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State and Local Equal Employment Opportunity Laws

In addition to federal laws, all states and many local governments prohibit employment discrimi-
nation. Many cover employers (like those under 15 employees) not covered by federal legisla-
tion.*® In Arizona, for instance, plaintiffs can bring sexual harassment claims against employers
with even one employee. Some extend age discrimination, barring discrimination against not
only those over 40, but also those under 17. (Here, for instance, it would be illegal to advertise
for “mature” applicants, because that might discourage some teenagers from applying.)

State and local equal employment opportunity agencies (often called “human resources
commissions” or “fair employment commissions”) also play a role in equal employment com-
pliance. When the EEOC receives a discrimination charge, it usually defers it for a 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.

Table 1 summarizes selected equal employment opportunity laws, actions, executive orders,
and agency guidelines.

Sexual Harassment

Under Title VII, conduct based on sex generally qualifies as sexual harassment when such con-
duct 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.*’

Under EEOC guidelines, employers have an affirmative duty to maintain workplaces free
of sexual harassment and intimidation. As we noted earlier, CRA 1991 permits victims of

TABLE 1 Summary of Important Equal Employment Opportunity Actions
What It Does

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

Action

Title VII of 1964 Civil Rights
Act, as amended

Executive orders Prohibit employment discrimination by employers with federal con-
tracts of more than $10,000 (and their subcontractors); established

office of federal compliance; require affirmative action programs

Federal agency guidelines Indicate policy covering discrimination based on sex, national ori-
gin, and religion, as well as on employee selection procedures; for

example, require validation of tests

Supreme Court decisions: Griggs v. Ruled that job requirements must be related to job success; that dis-

Duke Power Company, Albemarle
Paper Company v. Moody

Equal Pay Act of 1963
Age Discrimination in
Employment Act of 1967
State and local laws

Vocational Rehabilitation Act
of 1973

Pregnancy Discrimination Act
of 1978

Vietnam Era Veterans’ Readjust-
ment Assistance Act of 1974

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

Civil Rights Act of 1991

Genetic Information Non-

crimination need not be 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 40 or over in any area of
employment because of age

Often cover organizations too small to be covered by federal laws

Requires affirmative action to employ and promote qualified dis-
abled persons and prohibits discrimination against disabled persons
Prohibits discrimination in employment against pregnant women,
or related conditions

Requires affirmative action in employment for veterans of the Viet-
nam War era

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

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

Prohibits discrimination by health insurers and employers based on

Discrimination Act of 2008 (GINA) people’s genetic information
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intentional discrimination, including sexual harassment, to have jury trials
and to collect compensatory damages for pain and suffering and puni-
tive damages, in cases where the employer acted with “malice or reckless
indifference” to the person’s rights.*® The U.S. Supreme Court held (in
Oncale v. Sundowner Offshore Services Inc.) that same-sex sexual harass-
ment is also actionable under Title VIL.*

Minority women are most at risk. One study found “women expe-
rienced more sexual harassment than men, minorities experienced more
ethnic harassment than whites, and minority women experience more ha-
rassment overall than majority men, minority men, and majority women.”>

The Federal Violence Against Women Act of 1994 provides another
path women can use to seek relief for violent sexual harassment. It pro-
vides that someone “who commits a crime of violence motivated by gen-
der 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 individual’s
work performance or creating an intimidating, hostile, or offensive work environment.

Sexual harassment

is unwelcome sexual
advances, requests for
sexual favors, and other PROVING SEXUAL HARASSMENT There are three main ways someone can prove sexual
verbal or physical conduct  harassment.

of a sexual nature,

including creating an 1. Quid pro quo. The most direct is to prove that rejecting a §upervisor’s aQYances .adversely
intimidating, hostile, affected what the EEOC calls a “tangible employment action” such as hiring, firing, pro-
or offensive work motion, demotion, and/or work assignment. In one case, the employee showed that contin-
environment. ued job success and advancement were dependent on her agreeing to the sexual demands

of her supervisors.

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

3. Hostile environment created by coworkers or nonemployees. The questionable behav-
ior doesn’t have to come from the person’s supervisor. For example, one court held that a
mandatory sexually provocative uniform led to lewd comments by customers. When the
employee said she would no longer wear the uniform, they fired her. The employer couldn’t
show there was a job-related necessity for requiring the uniform, and only female employ-
ees had to wear it. The court thus ruled that the employer, in effect, was responsible for the
sexually 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.>* EEOC guide-
lines also state that an employer is liable for the sexually harassing acts of its nonsupervisor
employees if the employer knew or should have known of the harassing conduct.

Source: Tomas del Amo/Fotolia

9552

WHEN IS THE ENVIRONMENT “HOSTILE”? Hostile environment sexual harassment generally
means that the intimidation, insults, and ridicule were sufficiently severe to alter the working
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conditions. Here 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 show that it was
unwelcome?>

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 demotion 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 environ-
ment. She said she quit her lifeguard job after repeated taunts from other lifeguards. The Court
ruled in favor of the employees in both cases.

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

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

e 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 employers promptly took steps to show they did take reasonable care.’’ Steps to
take include:™

Take all complaints about harassment seriously.

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

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

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 trump
the legal requirements.’® First, “Women perceive a broader range of socio-sexual behaviors
(touching, for instance) as harassing.”® Sexual harassment training programs (for instance to
explain these differences to male employees) and policies can reduce this problem.®!

A second reason the usual precautions often aren’t enough is that employees often won’t
use them. One study surveyed about 6,000 U.S. military employees. It turned out that reporting
harassment often triggered retaliation and psychological distress. Under such conditions, the
most “reasonable” thing to do was to avoid reporting. The solution is to execute zealously the
antiharassment policies like those mentioned earlier.

WHAT THE EMPLOYEE CAN DO First, remember that courts generally look to whether the
harassed employee used the employer’s reporting procedures to file a complaint promptly. To
quote one EEO manual, “a victim has a duty to use reasonable means to avoid or minimize his
or her damages. Generally, this is satisfied if the employer had an effectively communicated
complaint procedure and the victim did not utilize it, or if the victim did make a complaint but
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then refused to 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.

2. If the unwelcome conduct does not cease, file verbal and written reports regarding the un-
welcome 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, the accuser should turn to the
EEOC to file a claim. In very serious cases, the employee can also consult an attorney
about suing the harasser for assault and battery, intentional infliction of emotional distress,
injunctive relief, and to recover compensatory and punitive damages.

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

GLOBAL ISSUES IN HR

Applying Equal Employment Law in a Global Setting

Globalization complicates the task of complying with equal employment laws. For example, Dell recently
announced big additions to its workforce in India. Are U.S. citizens working for Dell abroad covered by
U.S. equal opportunity laws? Are non-U.S. citizens covered? Are non-U.S. citizens working for Dell in the
United States covered?

In practice, the answers depend on U.S. laws, international treaties, and the laws of the countries in
which the U.S. firms are doing business. For example, the Civil Rights Act of 1991 specifically covers U.S.
employees of U.S. firms working abroad. But in practice, the laws of the country in which the U.S. citizen
is working may take precedence.®?

Summary

Table 1 summarizes these and selected other equal employment opportunity legislation, execu-
tive orders, and agency guidelines.

DEFENSES AGAINST DISCRIMINATION
ALLEGATIONS

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

Discrimination law distinguishes between disparate treatment and disparate impact. Dispa-
rate treatment means intentional discrimination. It “requires no more than a finding that women
(or protected minority group members)” were intentionally treated differently because they were
members of a particular race, religion, gender, or ethnic group.®* Having a rule that says “we do
not hire bus drivers over 60 years of age” exemplifies this.

Disparate impact means that “an employer engages in an employment practice or policy that
has a greater adverse impact (effect) on the members of a protected group 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 practice (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. So, the key here is to show that the em-
ployment practice caused an adverse impact. If it has, then the employer will probably have to
defend itself (for instance, by arguing that there is a business necessity for the practice).

The Central Role of Adverse Impact

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

So, for example, if a minority applicant feels he or she was a victim of discrimination, the
person need only show that the employer’s selection process resulted in an adverse impact (sig-
nificant disparity) 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 prov-
ing 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).

HOW CAN SOMEONE SHOW ADVERSE IMPACT? An applicant or employee can use one of
the following methods to show that an employment procedure (such as a selection test) has an
adverse impact on a protected group.

DISPARATE REJECTION RATES One shows disparate rejection rates by comparing rejection rates
for a minority group and another group (usually the remaining nonminority applicants).®®

Federal agencies use a “4/5ths rule” to assess disparate rejection rates: “A selection rate for
any racial, ethnic, or sex group which is less than four-fifths or 80% of the rate for the group with
the highest rate will generally be regarded as evidence of adverse impact, while a greater than
four-fifths rate will generally not be regarded as evidence of adverse impact.” For example, sup-
pose 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, courts may use the standard deviation rule to
confirm adverse impact. (The standard deviation is a statistical measure of variability. Suppose
we measure the heights of every person in your management class. In simplest terms, the standard
deviation helps to describe, among other things, how wide a range there is between the shortest
and tallest students.) In selection, the standard deviation rule holds that as a rule of thumb, the
difference between the numbers of minority candidates we would have 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 processes and hire 2 females and
18 males. Did our selection process have adverse impact? To answer this, we can compute the
standard deviation:

(Number of (Number of
minority applicants) % non-minority applicants)
(Number of (Number of
total applicants) total applicants)

SD =

X (Number of applicants selected)

In our case:

SD = (& X 220 X 20) = \/(0.2667 X 0.7333 X 20)
300 300

= 43911 =SD = 1.977

In our example, women are 26% (80/300) of the applicant pool. We should therefore expect
to hire 26% of 20 or about 5 women. We 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 between the numbers of minority candidates we would have expected to hire and
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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 actu-
ally 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.)”

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 bartenders shorter than 6 feet tall. Evidence
of restricted policies such as these is enough to prove adverse impact and to expose an employer
to litigation.

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

“Labor market,” of course, varies with the job. For some jobs, such as laborer or secretary,
it makes sense to compare the percentage of minority employees with the percentage of minori-
ties in the surrounding community, since they will come from that community. But for jobs such
as engineer, recruiting may be nationwide. Determining whether an employer has enough black
engineers might thus involve determining the number available nationwide, not in the surround-
ing 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 per-
centage 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 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 candi-
date? 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.
. That, despite this qualification, he or she was rejected.
4. That, after his or her rejection, the position remained open and the employer continued
seeking applications from persons with the complainant’s qualifications.

w

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 nondiscriminatory reason for
its action, and produce evidence but not prove that it acted based on such a reason. If it meets this
relatively easy standard, the plaintiff then has the burden of proving that the employer’s articu-
lated reason is merely a pretext for engaging in unlawful discrimination.

DEALING WITH A CHARGE OF 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 human resources procedure (such as the
selection test) had an adverse impact on members of his or her minority group. The plaintiff can
apply several approaches here. These are disparate rejection rates, the standard deviation rule, re-
stricted policy, or population comparisons. 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.
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Note that there is nothing in the law that says that because one of your procedures has an
adverse impact on a protected group, you can’t use the procedure. In fact, it may well happen
that some tests screen out disproportionately higher numbers of, say, blacks than they do whites.
What the law does say is that once your applicant has made his or her case (showing adverse
impact), the burden of proof shifts to you. Now you (or your company) must defend use of the
procedure.

There are then two basic defenses employers use to justify an employment practice that
has an adverse impact on members of a minority group: the bona fide occupational 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 qualification
(BFOQ) for performing the job. Title VII provides that “it should not be an unlawful employ-
ment 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 occupa-
tional 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 defense to
a disparate treatment case based upon direct evidence of intentional discrimination, rather than
to disparate impact (unintentional) cases. As a practical matter, employers use it mostly as a de-
fense 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 BFOQ when the
Federal Aviation Administration 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.
Employers who use the BFOQ defense admit they base their personnel decisions on age.
However, they seek to justify them by showing that the decisions were reasonably necessary
to normal business operations (for instance, a bus line arguing its driver age requirement is
necessary for safety).”®

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

GENDER AS A BFOQ Gender may be a BFOQ for positions like actor, model, and restroom
attendant 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 for parole and
probation officers.”* It is not a BFOQ for positions just because the positions require lifting
heavy objects. A Texas man filed a discrimination complaint against Hooters of America. He
alleged that one of its franchisees would not hire him as a waiter because it . . . merely wishes
to exploit female sexuality as a marketing tool to attract customers and insure profitability.””
Hooters defended its right to hire only women before reaching a confidential settlement.

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

Business Necessity

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

It’s not easy to prove business necessity.”® The Supreme Court made it clear that business ne-
cessity 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
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held that business necessity means an “irresistible demand.” It said the practice “must not only
directly foster safety and efficiency” but also be essential to these goals.”” Furthermore, “the
business purpose must be sufficiently compelling to override any racial impact. ...””s

However, many employers have used the business necessity defense successfully. In an early
case, Spurlock v. United Airlines, a minority candidate sued United Airlines. He said that its
requirements that pilot candidates have 500 flight hours and college degrees were unfairly dis-
criminatory. 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 scruti-
nize any preemployment standards or criteria that discriminate against minorities. There is a cor-
respondingly 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 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.

ILLUSTRATIVE DISCRIMINATORY
EMPLOYMENT PRACTICES

A Note on What You Can and Cannot Do

In this section, we present several illustrations of what managers can and cannot do under equal
employment laws. But before proceeding, keep in mind that most federal laws don’t expressly
ban preemployment questions about an applicant’s race, color, religion, sex, age, or national
origin. Similarly:

With the exception of personnel policies calling for outright discrimination against the
members of some protected group, it is not really the intrinsic nature of an employer’s
personnel policies or practices that the courts object to. Instead, it is the result of applying
a policy or practice in a particular way or in a particular context that leads to an adverse
impact on some protected group.®!

For example, it is not illegal to ask a job candidate about marital status (although such a
question might seem discriminatory). You can ask such a question as long as you can show
either that you do not discriminate or that you can defend the practice as a BFOQ or business
necessity.

In other words, illustrative inquiries and practices such as those we cover on the next few
pages aren’t illegal per se. But, in practice, there are two good reasons to avoid them. First, al-
though federal law may not bar such questions, many state and local laws do. Second, the EEOC
has said that it disapproves of such practices as asking women their marital status or applicants
their age. Employers who use such practices thus increase their chances of having to defend
themselves against charges of discriminatory employment practices.

Recruitment

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

MISLEADING INFORMATION It is unlawful to give false or misleading information to members
of any group or to fail to refuse to advise them of work opportunities and the procedures for
obtaining them.
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HELP WANTED ADS “Help wanted—male” and “Help wanted—female” advertising classifieds
are violations of laws forbidding sex discrimination in employment unless sex is a BFOQ for the
job advertised.®? Similarly, you cannot advertise for a “young” man or woman.

Selection Standards

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

TESTS According to former Chief Justice Burger:

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

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

PREFERENCE TO RELATIVES You cannot give preference to relatives of your current employees
with respect to employment opportunities if your current employees are substantially
nonminority.

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

However, managers should be vigilant against stigmatizing obese people. First, you may
adversely impact minority groups, some of whom have a higher incidence of obesity. Further-
more, studies leave little doubt that obese individuals are less likely to be hired, and more likely
to receive poor customer service as customers.?

RESEARCH INSIGHT A study compared the wages of women whose weights ranged from very
thin to average with the wages and salaries of men. For very thin American women, gaining
25 pounds produces an average predicted decrease in salary of approximately $15,572 per year.
For women with above average weight, gaining that extra 25 pounds “costs” the women
about $13,847. Conversely, “For men, gaining 25 pounds produced a predicted increase in
wages of approximately $8,437 per year at below-average weights and a predicted increase of
approximately $7,775 per year at above-average weights [to the point of obesity].”3*

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

ARREST RECORDS  Although Title VII does not prohibit employers from conducting or using
criminal background checks, the EEOC recently took the position that employers may violate
the law if they intentionally discriminate among employees with similar criminal histories.®
In general, employers should not ask about or use a person’s arrest record to disqualify him or
her automatically for a position. First, there is always a presumption of innocence until proof of
guilt. Second, arrest records in general have not been shown valid for predicting job performance.
Third, a higher percentage of minorities than nonminorities have arrest records.

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

Sample Discriminatory Promotion, Transfer, and Layoff Procedures

Fair employment laws protect not just job applicants but current employees.®® Therefore, any
employment practices regarding pay, promotion, termination, discipline, or benefits that (1) are
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LEARNING OBJECTIVE 4
Explain the Equal
Employment Opportunity
Commission enforcement
process.
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applied differently to different classes of persons, (2) have the effect of adversely affecting mem-
bers of a protected group, and (3) cannot be shown to be required as a BFOQ or business neces-
sity may be held to be illegally discriminatory. For example, the EEOC issued an enforcement
guidance making it clear that employers may not discriminate against employees in connection
with their benefits plans.

UNIFORMS When it comes to discriminatory uniforms and/or suggestive attire, 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.®

TATOOS AND BODY PIERCINGS About 38% of millennials in one survey had tattoos as compared
with 15% of baby boomers. About 23% of millennials had body piercings as compared with 1%
of baby boomers. One case involved a waiter with religious tattoos on his wrists at a Red Robin
Gourmet Burgers restaurant. The company insisted he cover his tattoos at work; he refused. Red
Robin subsequently settled a lawsuit after the waiter claimed that covering the tattoos would be
a sin based on his religion.”

MANAGEMENT MALPRACTICE AND RETALIATION The human resource manager helps the
company navigate problems like these, but the supervisor usually triggers the problem. Even
telling a female candidate you’d be concerned about her safety on the job after dark might trigger
a claim.

This is therefore a good point to emphasize two things. First, management malpractice is
aberrant conduct on the part of the manager that has serious consequences for the employee’s
personal or physical well-being, or which “exceeds all bounds usually tolerated by society.”"!
In one outrageous example, the employer demoted a manager to janitor and took other steps to
humiliate the person. The jury subsequently awarded the former manager $3.4 million. Supervi-
sors who commit management malpractice may be personally liable for paying a portion of the
judgment.

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

THE EEOC ENFORCEMENT PROCESS

There are several steps in the EEOC enforcement process.

Processing a Discrimination Charge

FILING OF CLAIM The EEOC enforcement process begins with someone filing a charge (see
Figure 3). Under CRA 1991, the discrimination claim must be filed within 300 days (when there
is a similar state law) or 180 days (no similar state law) after the alleged incident took place (2
years for the Equal Pay Act).”* The filing must be in writing and under oath, by (or on behalf of)
either the aggrieved person or by a member of the EEOC who has reasonable cause to believe
that a violation occurred. In practice the EEOC typically defers a person’s charge to the relevant
state or local regulatory agency; if the latter waives jurisdiction or cannot obtain a satisfactory
solution to the charge, they refer it back to the EEOC. The EEOC recently received 99,947
private-sector discrimination charges in one fiscal year.”

EEOC INVESTIGATION After a charge is filed (or the state or local deferral period ends), the
EEOC has 10 days to serve notice of the charge on the employer. The EEOC then investigates the
charge to determine whether there is reasonable cause to believe it is true; it is expected to make
this determination within 120 days. EEOC attorneys urge cooperating with the EEOC during this
irlvestigation.96 If no reasonable cause is found, the EEOC must dismiss the charge, in which case
the person who filed the charge has 90 days to file a suit on his or her own behalf. If reasonable
cause for the charge is found, the EEOC must attempt to conciliate. If this conciliation is not
satisfactory, the EEOC may bring a civil suit or issue a notice of right to sue to the person who



FIGURE 3

The EEOC Charge-Filing
Process

Note: Parties may settle at any
time.

Source: Based on information at
WWW.eeoc.gov.
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FIGURE 4

Questions to Ask When an
Employer Receives Notice
That EEOC Has Filed a Bias
Claim
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1. Exactly what is the charge and is your company covered by the relevant statutes? (For example,
Title VII 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?

. 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?

S. If it is a sexual harassment claim, are there offensive comments, calendars, posters, screensavers,

w

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?

Source: Fair Employment Practices Summary of Latest Developments, January 7, 1983, p. 3, Bureau

of National Affairs, Inc. (800-372-1033); Kenneth Sovereign, Personnel Law (Upper Saddle River,

NJ: Prentice Hall, 1999), pp. 36-37; “EEOC Investigations—What an Employer Should Know,” Equal
Employment Opportunity Commission (Www.eeoc.gov/employers/investigations.html), accessed May 6,
2007; “The Charge Handling Process,” www.eeoc.gov/employers/process.cfm, accessed July 30, 2012.

filed the charge. Figure 4 summarizes important questions to ask after receiving notice from the
EEOC of a bias complaint. Some employers obtain employment practices liability insurance
(EPLI) against discrimination claims.’’

The Equal Employment Opportunity Commission tends to pursue initiatives (see for in-
stance, http://eeoc.gov/eeoc/initiatives/e-race/index.cfm).”® Thus, in a suit apparently prompted
by its “Eradicating Racism from Employment” initiative, the EEOC charged that Walgreens used
race to determine who to assign to low-performing stores in African-American communities.”’
For fiscal years 2008-2013, one initiative is Eradicating Racism And Colorism from Employ-
ment (E-RACE).

Voluntary Mediation

The EEOC refers about 10% of its charges to a voluntary mediation mechanism. This is
“an informal process in which a neutral third party assists the opposing parties to reach a
voluntary, negotiated resolution of a charge of discrimination.”'” If the parties don’t reach
agreement (or a party rejects participation), the EEOC processes 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 statement” for the EEOC. If
the employer does not mediate or make an offer, the position statement is required. It should
include a robust defense, including information relating to the company’s business and the charg-
ing 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.'%?

Mandatory Arbitration of Discrimination Claims

Many employers, to avoid EEO litigation, require applicants and employees to agree to arbitrate
such claims. The U.S. Supreme Court’s decisions (in Gilmer v. Interstate/Johnson Lane Corp.
and similar cases) make it clear that “employment discrimination plaintiffs [employees] may be
compelled to arbitrate their claims under some circumstances.”'® Given this, employers “may
wish to consider inserting a mandatory arbitration clause (called, as is traditional, an alternative
dispute resolution (ADR) program) in their employment applications or handbooks.”'® To pro-
tect 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.

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

Figure 5 sums up guidelines employers should follow in addressing EEOC charges.



FIGURE 5

Management Guidelines
for Addressing EEOC
Claims

Sources: “Tips for Employers

on Dealing with EEOC
Investigations,” BNA Fair
Employment Practices, October
31, 1996, p. 130; “Conducting
Effective Investigations of
Employee Bias Complaints,”

BNA Fair Employment Practices,
July 13, 1995, p. 81; Commerce
Clearing House, Ideas and Trends,
January 23, 1987, pp. 14-15; http://
eeoc.gov/employers/investigations.
html, accessed October 4, 2009;
http://www.eeoc.gov/employers/
process.cfm, accessed August 1,
2012.

LEARNING OBJECTIVE 5

List five strategies for
successfully increasing
diversity of the workforce.

With strong top-
management support, IBM
created several minority
task forces focusing on
groups such as women
and Native Americans.

Source: Joanne Ho-Young Lee/Newscom
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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.

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.” Support the statement with documentation.

During the Fact-Finding Conference:

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

Bring an attorney.

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

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:
If there is a finding of cause, review it carefully, and point out inaccuracies in writing to the EEOC.
Use this letter to try again to convince the parties that the charge is without merit.
Conciliate prudently. If you have properly investigated the case, there may be no real advantage
in settling at this stage.
Remember: It is likely that no suit will be filed by the EEOC.

DIVERSITY MANAGEMENT AND AFFIRMATIVE
ACTION PROGRAMS

Today, because many American workplaces are already diverse, the focus increasingly is on
managing diversity at work.'”” Diversity means being diverse or varied, and at work means

having a workforce comprised of two or more groups of employees with various racial, ethnic,
108

gender, cultural, national origin, handicap, age, and religious backgrounds.

Diversity's Potential Pros and Cons
Workforce diversity produces both benefits and threats for employers.

39



diversity

Having a workforce comprised of
two or more groups of employees
with various racial, ethnic, gender,
cultural, national origin, handicap,
age, and religious backgrounds.

discrimination

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

gender-role stereotypes
The tendency to associate
women with certain (frequently
nonmanagerial) jobs.
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SOME DOWNSIDES Diversity can produce behavioral barriers that undermine work team
collegiality and cooperation. Potential problems include:

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

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

e Discrimination is prejudice in action. Discrimination means taking specific actions toward
or against the person based on the person’s group.'®

In the United States it is generally illegal to discriminate at work based on a person’s age,
race, gender, disability, or country of national origin. But in practice, discrimination may be
subtle. For example, a “glass ceiling,” enforced by an “old boys’ network™ (friendships built in
places like golf clubs), effectively prevents some women from reaching top management. Insofar
as it reflects national origin or religious discrimination, discrimination against Muslim employ-
ees is prohibited under Title VII.!!

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

e FEthnocentrism is the tendency to view members of other social groups less favourably than
one’s own. For example, in one study, managers attributed the performance of some minor-
ities less to their abilities and more to help they received from others. The same managers
attributed the performance of nonminorities to their own abilities.'"?

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

SOME DIVERSITY BENEFITS The key is properly managing these potential threats.''* For example,
one study found that racial discrimination was related negatively to employee commitment, but
that organizational efforts to support diversity reduced such negative effects.''> The HR as a
Profit Center feature provides another example.

HR AS A PROFIT CENTER

IBM’s Minority Task Forces

With strong top-management support, IBM created several minority task forces focusing on groups such
as women and Native Americans. One effect was internal: In the 10 or so years since forming them, IBM
boosted the number of U.S.-born ethnic minority executives by almost 2% times."®

However, the firm’s diversity program also aided IBM's bottom line. For example, one task force
decided to focus on expanding IBM’'s market among multicultural and women-owned businesses. They
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.”"” As a direct result, this IBM market grew from
$10 million to more than $300 million in revenue in just 3 years.

Managing Diversity

Managing diversity means maximizing diversity’s potential advantages while minimizing the
potential barriers—such as prejudices and bias—that can undermine the functioning of a diverse
workforce.!"® The main aim is to make employees more sensitive to and better able to adapt to
individual cultural differences.

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

Provide strong leadership. Companies with exemplary reputations in managing diversity
typically have CEOs who champion the cause of diversity. For example, they role model the
behaviors required.

Assess the situation. Common tools for measuring a company’s diversity include equal
employment hiring and retention metrics, employee attitude surveys, management and
employee evaluations, and focus groups.'"”



affirmative action

Making an extra effort to hire
and promote those in protected
groups, particularly when those
groups are underrepresented.
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Provide diversity training and education. Diversity management usually starts with diver-
sity training. This aims to sensitize all employees to value cultural differences, to build self-
esteem, and to create a more hospitable work environment.

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

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

Equal Employment Opportunity Versus Affirmative Action

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

e Issue a written policy indicating that the employer is an equal employment opportunity
employer, committed to affirmative action.

e Appoint a top official to direct the program.
Survey present minority and female employment to determine where affirmative action
is desirable.'?

e Develop goals and timetables.

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

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

Affirmative Action and Reverse Discrimination

Affirmative action is still a significant workplace issue today. The incidence of major court-
mandated programs is down. However, many employers still engage in voluntary programs. For
example, Executive Order 11246 (issued in 1965) requires federal contractors to take affirmative
action to improve employment opportunities for women and racial minorities. It covers about
22% of the U.S. workforce.

Avoiding an employee backlash to affirmative action programs is important. Here, current
employees need to see that the program is fair. Transparent selection procedures help in this
regard. Make clear 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. !

Courts have been grappling with the use of quotas in hiring, and particularly with claims of
reverse discrimination (discriminating against nonminority applicants and employees). In one
early case, 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 2009, the U.S. Supreme Court ruled in an im-
portant reverse discrimination suit brought by New Haven, Connecticut, firefighters. In Ricci v.
DeStefano, 19 white firefighters and one Hispanic firefighter said the city should have promoted
them based on their successful test scores. The city argued that certifying the tests would have
left it vulnerable to lawsuits from minorities for violating Title VIL.'** The Court ruled in favor
of the plaintiffs. The consensus of observers was that this decision would make it harder for em-
ployers 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 recruit-
ment and internal development of better-qualified minority and female employees, “while basing
employment decisions on legitimate criteria.*'**
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Review

MyManagementLab

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

SUMMARY
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1. Legislation barring discrimination is not new. For ex-

ample, 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 law.

. Legislation barring employment discrimination includes

Title VII of the 1964 Civil Rights Act (as amended),
which bars discrimination because of race, color, religion,
sex, or national origin; various executive orders; federal
guidelines (covering procedures for validating employee
selection tools, etc.); the Equal Pay Act of 1963; and the
Age Discrimination in Employment Act of 1967. In ad-
dition, various Court decisions (such as Griggs v. Duke
Power Company) and state and local laws bar various
aspects of discrimination.

. The EEOC was created by Title VII of the Civil Rights

Act. It is empowered to try conciliating discrimination
complaints, but if this fails, the EEOC has the power to go
directly to court to enforce the law.

. The Civil Rights Act of 1991 had the effect of revising

several Supreme Court equal employment decisions and
“rolling back the clock.” For example, it placed the burden
of proof back on employers and held that a nondiscrimi-
natory reason was insufficient to let an employer avoid li-
ability for an action that also had a discriminatory motive.

. The Americans with Disabilities Act prohibits employ-

ment discrimination against the disabled. Specifically,
qualified persons cannot be discriminated against if the
firm can make reasonable accommodations without undue
hardship on the business.

. A person who believes he or she has been discriminated

against by a personnel procedure or decision must prove
either that he or she was subjected to unlawful disparate
treatment (intentional discrimination) or that the proce-
dure in question has a disparate impact (unintentional
discrimination) on members of his or her protected class.
Once a prima facie case of disparate treatment is estab-
lished, an employer must produce evidence that its deci-
sion was based on legitimate reasons (such as BFOQ).

If the employer does that, the person claiming discrimi-
nation must prove that the employer’s reasons are only

a pretext for letting the company discriminate. Once a
prima facie case of disparate impact has been established,
the employer must produce evidence that the allegedly

7.

10.

discriminatory practice or procedure is job related and is
based on a substantial business reason.

An employer should avoid various specific discriminatory
human resource management practices:

a. In recruitment. An employer usually should not
rely on word-of-mouth advertising or give false or
misleading information to minority group members.
Also (usually), an employer should not specify the
desired gender in advertising or in any way suggest
that applicants might be discriminated against.

b. In selection. An employer should avoid using any
educational or other requirements where (1) it can
be shown that minority-group members are less
likely to possess the qualification and (2) such
requirement is also not job related. Tests that dis-
proportionately screen out minorities and women
and that are not job related are deemed unlawful.
Remember that you can use various tests and stan-
dards, but you must prove that they are job related
or show that they are not used to discriminate
against protected groups.

. In practice, a person’s discrimination charge to the EEOC

is often first referred to a local agency. When the EEOC
finds reasonable cause to believe that discrimination
occurred, it may suggest the parties try to work out a
conciliation. EEOC investigators can only make recom-
mendations. Make sure to clearly document your position
(as the employer).

. An employer can use three basic defenses in the event

of a discriminatory practice allegation. One is business
necessity. Attempts to show that tests or other selection
standards are valid is one example of this defense. Bona
fide occupational qualification is the second defense. This
is applied when, for example, religion, national origin, or
gender is a bona fide requirement of the job (such as for
actors or actresses). A third is that the decision was made
on the basis of legitimate nondiscriminatory reasons (such
as poor performance) having nothing to do with the pro-
hibited discrimination alleged.

Steps in an affirmative action program (based on sug-
gestions from the EEOC) are (1) issue a written equal
employment policy, (2) appoint a top official, (3) publi-
cize the policy, (4) survey present minority and female
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employees, (5) develop goals and timetables, (6) develop
and implement specific programs to achieve goals,
(7) establish an internal audit and reporting system, and

(8) develop support of in-house and community programs.

11. Recruitment is one of the first activities to which EEOC
laws and procedures are applied.

KEY TERMS

Equal Pay Act of 1963
Title VII of the 1964 Civil Rights Act
Equal Employment Opportunity Commission (EEOC)
Office of Federal Contract Compliance Programs (OFCCP)
Age Discrimination in Employment
Act (ADEA) of 1967
Vocational Rehabilitation Act of 1973
Pregnancy Discrimination Act (PDA)
Griggs v. Duke Power Company
protected class
Civil Rights Act of 1991 (CRA 1991)
disparate impact

disparate treatment

Americans with Disabilities Act (ADA)
sexual harassment

adverse impact

bona fide occupational qualification (BFOQ)
business necessity

diversity

discrimination

gender-role stereotypes

affirmative action

DISCUSSION QUESTIONS

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

2. Explain the Equal Employment Opportunity Commission
enforcement process.

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

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

@ 6.
7.

o 8.

. What important precedents were set by the Griggs v. Duke

Power Company case? The Albemarle v. Moody case?
What is adverse impact? How can it be proven?
Explain the defenses and exceptions to discriminatory
practice allegations.

What is the difference between affirmative action and
equal employment opportunity?

INDIVIDUAL AND GROUP ACTIVITIES

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

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

3. Working individually or in groups, use the Web to com-
pile examples of actual EEOC claims that have used each
of the methods we discussed (such as the standard devia-
tion rule) for showing adverse impact.

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

. The HRCI Knowledge Base holds the HR

. Assume you are the manager in a small restaurant. You

are responsible for hiring employees, supervising them,
and recommending them for promotion. Working individ-
ually or in groups, compile a list of potentially discrimina-
tory management practices you should avoid.

professional responsible to “Ensure that
workforce planning and employment ac-
tivities are compliant with applicable fed-
eral, state and local laws and regulations.”
Individually or in teams, draw up a matrix that lists (down
the side) each law we covered in this chapter, and (across
the top) each HR function (job analysis, recruiting, selec-
tion, etc.). Then, within the matrix, give an example of
how each law impacts each HR function.
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APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

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 recently
awarded her over $11 million in punitive damages. They did so
after hearing testimony during what the New York Times called a
“sordid four-week trial.” Officials of the Madison Square Garden
(which owns the Knicks) said they would appeal the verdict. How-
ever, 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 Northwestern University basketball star), against the
team’s owner, Madison Square Garden, and its president, Isiah
Thomas. The suit charged them with sex discrimination and retali-
ation. Ms. Browne Sanders accused Mr. Thomas of verbally abus-
ing and sexually harassing her over a 2-year period, and says the
Garden fired her about a month after she complained to top man-
agement about the harassment. “My pleas and complaints about
Mr. Thomas’ illegal and offensive actions fell on deaf ears,” she
said. At the trial, the Garden cited numerous explanations for the
dismissal, saying she had “failed to fulfill professional responsi-
bilities.” At a news conference, Browne Sanders said that Thomas
“refused to stop his demeaning and repulsive behavior and the
Garden refused to intercede.” For his part, Mr. Thomas vigorously
insisted he was innocent, and said, “I will not allow her or any-
body, man or woman, to use me as a pawn for their financial gain.”
According to one report of the trial, her claims of harassment and
verbal abuse had little corroboration from witnesses, but neither

HR IN ACTION CASE INCIDENT 2
Carter Cleaning Company

did the Garden’s claims that her performance had been subpar. Af-
ter the jury decision came in favor of the plaintiff, Browne Sand-
ers’ 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, that
“We look forward to presenting our arguments to an appeals court
and believe they will agree that no sexual harassment took place.”

Questions

1. Do you think Ms. Browne Sanders had the basis for a sexual
harassment suit? Why or why not?

2. From what you know of this case, do you think the jury
arrived at the correct decision? If not, why not? If so, why?

3. Based on the few facts that you have, what steps if any could
Garden management have taken to protect themselves from
liability in this matter?

4. Aside from the appeal, what would you do now if you were
the Garden’s top management?

5. “The allegations against the 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.

Sources: “Jury Awards $11.6 Million to Former Executive of Pro Basketball
Team in Harassment Case,” BNA Bulletin to Management, October 9, 2007,
p- 323; Richard Sandomir, “Jury Finds Knicks and Coach Harassed a For-
mer Executive,” The New York Times, www.nytimes.com/2007/10/03/sports/
basketball/03garden.html?em&ex=1191556800&en=41d47437£805290d &ei
=5087%0A, accessed November 13, 2007; “Thomas Defiant in Face of Harass-
ment Claims,” http://espn.com, accessed November 13, 2007.

A Question of Discrimination

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

One problem that particularly concerned her was the lack of
attention to equal employment matters. Virtually all hiring was
handled independently by each store manager, and the managers
themselves had received no training regarding such fundamental
matters as the types of questions that should not be asked of job
applicants. It was therefore not unusual—in fact, it was routine—
for female applicants to be asked questions such as, “Who’s go-
ing to take care of your children while you are at work?” and for
minority applicants to be asked questions about arrest records and
credit histories. Nonminority applicants—three store managers
were white males and three were white females, by the way—were
not asked these questions, as Jennifer discerned from her inter-
views with the managers. Based on discussions with her father,
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Jennifer deduced that part of the reason for the laid-back attitude
toward equal employment stemmed from (1) her father’s lack of
sophistication regarding the legal requirements and (2) the fact
that, as Jack Carter put it, “Virtually all our workers are women or
minority members anyway, so no one can really 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 of her stores privately confided to her that their
manager was making unwelcome sexual advances toward them,
and one claimed he had threatened to fire her unless she “social-
ized” with him after hours. And during a fact-finding trip to an-
other store, an older man—he was 73 years old—complained of
the fact that although he had almost 50 years of experience in the
business, he was being paid less than people half his age who were
doing the very same job. Jennifer’s review of the stores resulted in
the following questions.



Questions

1. Is it true, as Jack Carter claims, that “we can’t be accused of
being discriminatory because we hire mostly women and mi-
norities anyway”’?

2. How should Jennifer and her company address the sexual ha-
rassment charges and problems?

3. How should she and her company address the possible prob-
lems of age discrimination?

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

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

EXPERIENTIAL EXERCISE

The Interplay of Ethics and Equal Employment

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

Equal Employment Opportunity: Duke Energy’s Code of
Business Ethics Duke Energy seeks and values diversity.
The dignity of each person is respected, and everyone’s con-
tributions are recognized. We expect Duke Energy employ-
ees to act with mutual respect and cooperation toward one
another. We do not tolerate discrimination in the workplace.

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

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

Duke Energy employees must not:

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

e Use any differences protected by law when deter-
mining terms or conditions of employment, such as
work assignments, employee development opportu-
nities, vacation, or overtime.

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

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

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

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

How to Set Up the Exercise/Instructions:

1. Divide the class into groups of three to five students.

2. Each group should use the Internet to identify and
access at least five companies that emphasize how
ethics and equal employment are interrelated.

3. Next, each group should develop answers to the
following questions:

a. Based on your Internet research, how much impor-
tance do employers seem to place on emphasizing
the ethical aspects of equal employment?

b. What seem to be the main themes these employ-
ers emphasize with respect to ethics and equal
employment?

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

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

2.  Explain the basic defenses against discrimination allegations.

I.  Summarize the basic equal employment opportunity laws regarding age, race,
sex, national origin, religion, and handicap discrimination.

3. Mymanagementlab Only - comprehensive writing assignment for this chapter.
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LEARNING OBJECTIVES

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

1.

Explain why strategic planning is important to all
managers.

. Explain with examples each of the seven steps in

the strategic planning process.

. List with examples the main generic types of

corporate strategies and competitive strategies.

. Define strategic human resource management and

give an example of strategic human resource man-
agement in practice.

. Briefly describe three important strategic human

resource management tools.

. Explain with examples why metrics are important

for managing human resources.

When your strategy involves selling shoes online to people who can’t try them on,
you need employees who make customers feel secure about what they're buying.’
That's why Zappos's founders knew they needed special methods for hiring, devel-

oping, and retaining employees.

From Chapter 3 of Fundamentals of Human Resource Management, 3™ edition. Gary Dessler. Copyright © 2014 by Pearson Education, Inc.

All rights reserved.



FIGURE 1

HUMAN RESOURCE STRATEGY AND ANALYSIS

Strategic human resource management means formulating and executing human
resource policies and practices that produce the employee competencies and behaviors
the company needs to achieve its strategic aims. The accompanying Strategic Context
feature illustrates what that means for Zappos.com.

THE STRATEGIC CONTEXT

The Zappos Way

Zappos's founders knew they needed special ways to hire and motivate employees. As their website
(http://about.zappos.com/meet-zappos-family/zapposcom-inc/human-resources) says, “This ain't your
mama’s HR! Recruiting, benefits, and employee relations keep this cruise ship afloat with fun, inventive
ways of getting employees motivated and educated about the Zappos Family of companies, their ben-
efits, and the other fun stuff going on around here! "2

While they may not appeal to everyone, these “inventive, fun techniques” include interviewing
job applicants in a room resembling a talk show set, asking employees to submit their own designs for
Steve Madden shoes, and (during their annual “Bald & Blue Day,”) having some employees volunteer to
have coworkers shave their heads or dye their hair blue.> The bottom line is that selling products such
as expensive shoes online calls for employees with special traits and skills. Management therefore put in
place special HR practices to cultivate the necessary employee behaviors, traits and skills.

THE STRATEGIC MANAGEMENT PROCESS

In this chapter, we look at how managers formulate and implement human resource and other
plans, and how they analyze and evaluate their results. We start with an overview of the basic
management planning process.

Goal-Setting and the Management Planning Process

The basic managerial planning process involves setting objectives, making basic planning fore-
casts, 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 20127).

THE HIERARCHY OF GOALS 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 1 illustrates this.
At the top, the president sets long-term or “strategic” goals (such as “double sales revenue to

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

2012”
Vice President of Vice President of . .
. Vice President of
Sales Production
“ . “ Human Resources
Double sales in 'Add one new “Add. train 6
East, West, and production line at sales' conle”
South regions” plant” peop

Y

v ¥ \ \

Sales Manager,
South Region
“Hire 4 new
salespeople, add 18

Sales Manager, Sales Manager, Recruiting Training Manager
East Region West Region Manager “Train 6 new
“Triple sales to “Move 6 Nevada “Identify and attract salespeople and

government salespeople to 20 good sales retrain all others within

5Sample Hierarchy of Goals Diagram for a Company
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$16 million in fiscal year 2012”). His or her vice presidents then set goals that flow from and make
sense in terms of accomplishing the president’s goal. Then the vice presidents’ subordinates set
their own goals, and so on down the chain of command.* The planning process thus starts with
formulating top-level, long-term strategic plans and goals.

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

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

Employers write their own policies and procedures, or adapt ones from existing sources (or

LEARNING OBJECTIVE 1
Explain why strategic
planning is important to
all managers

both). For example, most employers have an employee manual listing the company’s policies
and procedures regarding various HR matters. A Google search would produce vendors such as
http://store.bizmanualz.com/Human-Resources-Policies-and-Procedures-p/abr4 Im.htm. These
offer prepackaged HR policies manuals covering appraisal, compensation, equal employment

strategic plan

The company’s plan for how it

will match its internal strengths

and weaknesses with external
opportunities 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.

Step 1:

Define the
current
business

compliance, and other policies and procedures.

Strategic Planning

Before a hierarchy of goals can be set or policies and practices formulated, the manager should put
in place a strategic plan. A strategic plan is the company’s overall plan for how it will match its in-
ternal strengths and weaknesses with external opportunities and threats in order to maintain a com-
petitive advantage. The strategic planner asks, “Where are we now as a business, where do we want
to be, and how should we get there?”” He or she then formulates a strategic plan to take the company
from where it is now to where he or she wants it to be. When Yahoo! tries to figure out whether to
sell its search business to concentrate on offering content, it is engaged in strategic planning.

Strategic plans are similar to but not quite 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 who the
company serves, what products or services it provides, what differentiates it, its competitive ad-
vantage, 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. If Yahoo! decides it must raise money and focus more on
applications like Yahoo! Finance, one strategy might be to sell Yahoo! Search. Strategic man-
agement is the process of identifying and executing the organization’s strategic plan, by match-
ing the company’s capabilities with the demands of its environment.

Step 2: Step 3: Step 4: Step 5: Step 6: Step 7:

Perform Formulate a Translate Formulate Implement Evaluate

external 5, new > the - Strategiesto the — performance
and direction mission achieve the strategies

internal into strategic strategic

audits goals goals

FIGURE 2

Strategic Strategic
Execution Evaluation

Strategic Planning

The Strategic Management Process
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Figure 2 sums up the strategic management process. This process entails (1) defining the
business and developing a mission, (2) evaluating the firm’s internal and external strengths,
weaknesses, opportunities, and threats, (3) formulating a new business direction, (4) translating
the mission into strategic goals, and (5) formulating strategies or courses of action. Step (6) and
step (7) entail implementing and then evaluating the strategic plan. Let’s look at each step.

LEARNING OBJECTIVE 2
Explain with examples
each of the seven steps
in the strategic planning
process.

Step 1 Define your current business The logical place to start is by defining one’s cur-
rent business. Specifically ask, what products do we sell, where do we sell them,
and how do our products or services differ from our competitors’?

Step 2 Perform external and internal audits The next step is to ask, “Are we heading
in the right direction given the challenges that we face?”

To answer this, managers need to audit or study both the firm’s environment,
and the firm’s internal strengths and weaknesses. The environmental scan work-
sheet in Figure 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 4 is

FIGURE 3

Worksheet for
Environmental Scanning

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

Competitive and Market Trends
(such as market/customer trends, entry/exit of competitors, new products from
competitors)

Political Trends
(such as legislation and regulation/deregulation)

Technological Trends
(such as introduction of new production/distribution technologies, rate of product
obsolescence, trends in availability of supplies and raw materials)

Social Trends
(such as demographic trends, mobility, education, evolving values)

Geographic Trends
(such as opening/closing of new markets, factors affecting current plant/office
facilities location decisions)
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FIGURE 4

SWOT Matrix, with
Generic Examples

vision statement

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

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

HUMAN RESOURCE STRATEGY AND ANALYSIS

Potential Strengths Potential Opportunities

e Market leadership e New overseas markets

* Strong research and development e Failing trade barriers

e High-quality products e Competitors failing

e Cost advantages ¢ Diversification

e Patents ¢ Economy rebounding
Potential Weaknesses Potential Threats

» Large inventories e Market saturation

* Excess capacity for market e Threat of takeover

e Management turnover * Low-cost foreign competition
*  Weak market image * Slower market growth

* Lack of management depth e Growing government regulation

the 800-pound gorilla of strategic planning; everyone uses it. Managers use it

to compile and organize the company strengths, weaknesses, opportunities, and
threats. The manager’s aim is to create a strategic plan that makes sense in terms
of the company’s strengths, weaknesses, opportunities, and threats.

Step 3 Formulate a new direction The question now is, based on the environmental scan
and SWOT analysis, 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?

Managers may formulate a vision statement to summarize how they see the
essence of their business down the road. The vision statement is a general
statement of the firm’s intended direction; it shows, in broad terms, “what we
want to become.”’ PepsiCo’s vision is “Performance with Purpose.” CEO Indra
Nooyi says her company’s executives choose which businesses to be in based on
Performance with Purposes’ three pillars of human sustainability, environmental
sustainability, and talent sustainability.®

Whereas vision statements describe 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 adapted what was for several years a powerful
Ford mission statement—making “Quality Job One.”

Step 4 Translate the desired new direction into strategic goals Next, translate the
desired new direction 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.”

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

Step 6 Implement the strategies 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.

Step 7 Evaluate performance Things don’t always turn out as planned. Like all com-
panies, Ford should continually assess both the wisdom and the progress of their
strategic decisions.

Improving Productivity through HRIS

Using Computerized Business Planning Software

Managers use business planning software packages to assist in writing strategic plans. Thus
CheckMATE (www.checkmateplan.com) uses strategic planning tools such as SWOT analysis
to enable even users with no prior planning experience to develop sophisticated strategic plans.’
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Corporate-Level

Strategy
“What businesses
are we in?”
Y i Y
Business 1/ Business 2/ Business 3/
Competitive Strategy Competitive Strategy Competitive Strategy

“How will we compete?”

“How will we compete?” “How will we compete?”

Y

Business 1 Functional
Strategy
Sales Department
“How do we support the
business’s competitive
strategy?”

FIGURE 5

Y

Business 1 Functional
Strategy
Production Department
“How do we support the
business’s competitive
strategy?”

Y

Business 1 Functional
Strategy
HR Department
"How do we support the
business’s competitive
strategy?”

Type of Strategy at Each Company Level

LEARNING OBJECTIVE 3

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

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.

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.
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Business Plan Pro from Palo Alto Software contains all the information and planning aids re-
quired to create a business plan. For example, it contains 30 sample plans, step-by-step instruc-
tions (with examples) for creating each part of a plan (executive summary, market analysis, and
so on), and financial planning spreadsheets.

Types of Strategies

In practice, managers engage in corporatewide strategic planning, business unit (or competitive)
strategic planning, and functional (or departmental) strategic planning (see Figure 5).

CORPORATE STRATEGY The corporate strategy answers the question, How many and what kind
of businesses should we be in? A company’s corporate-level strategy identifies the portfolio of
businesses that, in total, comprise the company and how these businesses relate to each other.

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

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

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

e 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 Next, on what basis will each of our businesses compete? Within a
company like PepsiCo, each of its businesses (such as Pepsi and Frito Lay) should have a business-
level/competitive strategy. A competitive strategy identifies how to build and strengthen the
business’s long-term competitive position in the marketplace.'® It answers the question, for instance,
how should Pizza Hut compete with Papa John’s, or how should Walmart compete with Target?
Managers build their competitive strategies around their businesses’ competitive advan-
tages. Competitive advantage means any factors that allow a company to differentiate its prod-
uct or service from those of its competitors to increase market share. The competitive advantage
needn’t be tangible, such as high-tech machines. For example, at a GE airfoils plant in Green-
ville, South Carolina, teams of highly trained empowered workers run computer-controlled
machines, interview prospective team members, and adjust assembly lines themselves.!' For



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

Source: Monty Rakusen/Glow Images

functional strategy

A department’s functional strategy
identifies what the department
must do in terms of specific
departmental policies and practices
to help the business accomplish its
competitive goals.
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GE, the workers’ knowledge, skills, and dedication (their “human capital”) produce the quality
that makes GE an aerospace leader.
Managers use several standard competitive strategies to achieve competitive advantage:

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

e Differentiation is a second possible competitive strategy. In a differentiation strategy, 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, Papa John’s stresses fresh ingredients, and GE
stresses the reliability of its Greenville plant’s aircraft parts.

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

FUNCTIONAL STRATEGY Finally, functional strategies identify what each department must do
in order to help the business accomplish its competitive goals. As an example, a hotel might want
to differentiate itself with exceptional service. Therefore, its human resources department must
put in place policies and practices that will enable the hotel to select and train employees who are
exceptionally customer oriented.

Managers’ Roles in Strategic Planning

Devising a strategic plan is top management’s responsibility. However, few top executives would
formulate strategic plans without the input of lower-level managers. Few people know as much
about the firm’s competitive pressures, vendor capabilities, product and industry trends, and em-
ployee capabilities and concerns than do the company’s department managers.

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

In practice, devising the firm’s overall strategic plan involves frequent meetings and discus-
sions among and between top and lower-level managers. The top managers then use the informa-
tion from these interactions to hammer out their strategic plan.
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LEARNING OBJECTIVE 4
Define strategic human
resource management
and give an example of
strategic human resource
management in practice.

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

Human resource professionals can therefore play crucial roles in planning and implement-
ing mergers and acquisitions. Critical human resource merger or acquisition tasks include choos-
ing the top management, communicating changes effectively to employees, merging the firms’
cultures, and retaining key talent.'* Human resource consulting companies, such as Towers Per-
rin, assist firms with merger-related human resource management services. For example, they
identify potential pension shortfalls, identify key talent and then develop suitable retention strat-
egies, help clients plan how to combine payroll systems, and help determine which employee is
best for which role in the new organization."

STRATEGIC HUMAN RESOURCE MANAGEMENT

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

What Is Strategic Human Resource Management?

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

THE STRATEGIC CONTEXT

The Shanghai Portman Hotel

Several years ago, 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
competitors. They decided that to be more competitive, they had to improve the hotel’s level of service.
Achieving that in turn meant formulating 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.

At the Shanghai Portman, the strategic human resource management process involved taking
these steps:

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

® To achieve this, Shanghai Portman employees would have to exhibit new skills 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
management plans, policies, and procedures. For example, they introduced the Ritz-Carlton
Company’'s human resource system to the Portman. “Our selection [now] focuses on talent and
personal values because these are things that can’t be taught ... it's about caring for and respect-
ing others.” 8

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

FIGURE 6
The HR Strategy Model

At the Shanghai Portman Hotel,
management’s new human resource
plans and practices produced the
employee behaviors required to
improve the Portman’s level of service,
thus attracting new guests and
improving the hotel’s profitability.

Source: FEATURECHINA/XIANG SHEREN/FEATURECHINA/Newscom
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HR Policies and Practices
Required to Produce
Employee Competencies
and Behaviors

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

Figure 6 graphically outlines this idea. First, management formulates stra-
tegic plans and goals. In turn, executing these plans and achieving these goals
depends on having the right mix of employee competencies and behaviors. And
finally, to produce these required employee competencies and behaviors, the hu-
man resource manager must put in place the right mix of recruitment, selection,
training, and other HR policies and practices.

Human Resource Strategies and Policies

Managers call the specific human resource management policies and practices
human resource strategies.'® For example, several years ago, Newell Rubbermaid
changed its emphasis from manufacturing and selling housewares such as Rubber-
maid and Levelor Blinds to mostly marketing them. Implementing this plan called
for new personnel competencies and behaviors. Its human resource management
team began by benchmarking the firm’s big marketing competitors to see what
their best human resource practices were. They then met with the heads of each of
Newell Rubbermaid’s divisions, for example, to develop new training programs
and a plan for adjusting each division’s staffing needs. '” The Strategic Context
feature discussing the Shanghai Portman Hotel presented another example.
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LEARNING OBJECTIVE 5

Briefly describe three
important strategic human
resource management
tools.

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.

HR scorecard

A process for assigning financial

and nonfinancial goals or metrics to
the human resource management—
related chain of activities required
for achieving the company’s strategic
aims and for monitoring results.

FIGURE 7

Strategy Map for
Southwest Airlines
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Strategic Human Resource Management Tools

Exactly what human resource strategies do we need? Managers use several tools to translate the
company’s broad strategic goals into human resource management policies and practices. Three
important tools include the strategy map, the HR scorecard, and the digital dashboard.

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

Figure 7 presents a strategy map example for Southwest Airlines. The top-level activity is
achieving its strategic financial goals. Then the strategy map shows the chain of activities that
help Southwest Airlines achieve these goals. Southwest has a low-cost leader strategy. So, for
example, to boost revenues and profitability Southwest must fly fewer planes (to keep costs
down), maintain low prices, and maintain on-time flights. In turn (further down the strategy
map), on-time flights and low prices require fast turnaround. This, in turn, requires motivated
ground and flight crews. The strategy map thereby helps each department understand what it
needs to do to support Southwest’s low-cost strategy.”’ For example, what steps must South-
west’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

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

Profitability

Strategic/Financial —>
Results

/

Customer-Based

Results Required

to Produce Desired —>
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Results

More customers
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On-time flights

/N~

Minimize meals and frills

Internal

Business Processes —>
Required to Produce
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Results
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Organizational
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Required to Support ?
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HR practices



digital dashboard

Presents the manager with desktop
graphs and charts, and so a
computerized picture of where the
company stands on all those metrics
from the HR Scorecard process.
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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 pro-
cess helps the manager quantify the relationships between (1) the HR activities (amount of test-
ing, training, and so forth), (2) the resulting employee behaviors (customer service, for instance),
and (3) the resulting firmwide strategic outcomes and performance (such as customer satisfac-
tion and profitability).*

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 illustration above, 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 8 summarizes the three strategic planning tools.

FIGURE 8

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. of each activity in the strategy

company’s overall strategic goals. map.

Three Important Strategic HR Tools
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LEARNING OBJECTIVE 6
Explain with examples
why metrics are important
for managing human
resources.
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HR METRICS AND BENCHMARKING

We’ve seen that strategic human resource management means formulating HR polices and prac-
tices that produce the employee competencies and behaviors that the company needs to achieve
its strategic goals. Being able to measure what you are doing is an essential part of this process.
For example, it would have been futile for the Portman Shanghai’s management to set “better
customer service” as a goal, if they couldn’t measure customer service. >* At the Portman Shang-
hai, the measures might include, for instance, “hours of training per employee,” “productivity per
employee,” and (via customer surveys) “customer satisfaction.”

Types of Metrics

Human resource managers use many such measures. For example, there is (on average) one hu-
man 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 9 illustrates other human resource
management metrics, such as employee tenure, cost per hire, and annual overall turnover rate.?

Benchmarking and Needs Analysis

Measuring how one is doing (for instance in terms of employee turnover or productivity) is
rarely enough for deciding what to change. Instead, one must know “How are we doing?” in

Organizational Data

* Revenue

* Revenue per FTE

e Net Income Before Taxes

HR Department Data
* Total HR Staff
* HR-to-Employee Ratio

HR Expense Data
* HR Expenses

* HR Expense to FTE Ratio

Compensation Data
* Annual Salary Increase

» Target Bonus for Executives

Tuition/Education Data

Expenses per Year

Reimbursement Programs

e Net Income Before Taxes per FTE ¢ Employee Tenure
» Positions Included within the Organization’s Succession Plan e Annual Overall Turnover Rate

* Percentage of HR Staff in Supervisory Roles  Percentage of Organizations Expecting Changes in Revenue in
* Percentage of HR Staff in Professional/Technical Roles 2011 compared to 2010

* Percentage of HR Staff in Administrative Support Roles  Percentage of Organizations Expecting Changes in Hiring in

* Reporting Structure for the Head of HR 2011 compared to 2010

* Types of HR Positions Organizations Expect to Hire in 2011

* HR Expense to Operating Expense Ratio

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

*  Maximum Reimbursement Allowed for Tuition/Education Reimbursement Programs

* Percentage of Employees Participating in Tuition/Education * Cost-Per-Hire

Employment Data

e Number of Positions Filled
¢ Time-to-Fill

e Cost-Per-Hire

e Annual Voluntary Turnover Rate
e Annual Involuntary Turnover Rate

Expectations for Revenue and Organizational Hiring

Metrics for More Profitable Organizations

* Total HR Staff

e HR-to-Employee Ratio

* HR Expenses

* HR Expense to Operating Expense Ratio

* HR Expense to FTE Ratio

* Annual Salary Increase

e Target Bonus for Non-Executives

» Target Bonus for Executives

* Maximum Reimbursement Allowed for Tuition/Education
Expenses per Year

* Percentage of Employees Participating in Tuition/Education

¢ Time-to-Fill

¢ Annual Overall Turnover Rate

FIGURE 9

Metrics for the SHRM® 2011-2012 Customized Human Capital Benchmarking Report

Source: Reprinted with permission from the Society for Human Resource Management. All rights reserved.
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FIGURE 10

SHRM Customized Human
Capital Benchmarking
Report

Source: “HR Expense Date,”
from SHRM Customized Human
Capital Benchmarking Report.
Reprinted with permission from
the Society for Human Resource
Management. All rights reserved.
http://www.shrm.org/Research/
benchmarks/Documents/sample_
human_capital_report.pdf.

strategy-based metrics
Metrics that specifically focus

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

relation to something. For example, are our accident rates rising or falling? You may also want to
benchmark your results—compare high-performing companies to your own, to understand what
makes them better.*®

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

Figure 10 illustrates one of SHRM’s many sets of comparable benchmark measures. It
shows how much employers are spending for tuition reimbursement programs.

Strategy and Strategy-Based Metrics

Benchmarking provides only one perspective on how your company’s human resource manage-
ment system is performing.?’ It shows how your human resource management system’s perfor-
mance compares to the competition. However it may not show 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
focus on measuring the activities that contribute to achieving a company’s strategic aims.?® 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 and better incentives have their intended effects, then strate-
gic metrics like guest returns and guest compliments should also rise.

Workforce/Talent Analytics and Data Mining

Workforce analytics (or “talent analytics”) means using special software applications to ana-
lyze human resources data and to draw conclusions from it.”” For example, a talent analytics
team at Google analyzed data on employee backgrounds, capabilities, and performance. The
team was able to identify the factors (such as an employee feeling underutilized) likely to lead
to the employee leaving. In a similar project, Google analyzed data on things like employee
survey feedback and performance management scores to identify the attributes of successful
Google managers. Microsoft identified correlations among the schools and companies that the
employees arrived from and the employee’s subsequent performance. This enabled Microsoft to
improve its recruitment and selection practices.’® Software company SAS’s employee retention
program sifts through employee data on traits like skills, tenure, performance, education, and
friendships. Their program can predict which high-value employees are more likely to quit in
the near future.’' Alliant Techsystems created a “flight risk model” to calculate the probability
an employee would leave. This enabled it to predict high turnover and to take corrective action.*>
IBM uses workforce analytics to identify employees who are “idea leaders” to whom other em-
ployees frequently turn for advice (for instance based on e-mail “mentions” by colleagues).

DATA MINING Such efforts employ data mining techniques. Data mining sifts through huge
amounts of employee data to identify correlations that employers then use to improve their
employee selection and other practices. Data mining is “the set of activities used to find new,
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The HR as a Profit Center
feature on this page
explains that Best Buy
used talent analytics to
determine that a 0.1%
increase in employee
engagement led to a
more than $100,000 rise
in a Best Buy store annual
operating income.

Source: Philip Scalia/Alamy

64

HUMAN RESOURCE STRATEGY AND ANALYSIS

hidden, or unexpected patterns in data.”** Data mining systems use tools like statistical analysis
to sift through data looking for relationships. Department stores often use data mining. For
example, Macy’s data mining reveals which customers come in to redeem “20% off” coupons,
and what they buy.

Managers use data mining—based talent analytics to discover patterns and to make predic-
tions. The accompanying HR as a Profit Center presents examples.

HR AS A PROFIT CENTER

Using Workforce/Talent Analytics

Talent analytics can produce striking profitability results. For example, Best Buy used talent analytics to
determine that a 0.1% increase in employee engagement led to a more than $100,000 rise in a Best
Buy store annual operating income.3* Employers are using talent analytics to answer six 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 a key measure of employee engagement correlated with financial
performance.

Analytical HR. For example, “Which units, departments, or individuals need attention?” Lock-
heed 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 em-
ployee retention rate from 65% to 85%, saving the company nearly $50 million in recruitment,
selection, and training costs.

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

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

Talent supply chain. For example, “How should my workforce needs adapt to changes in the
business environment?” Thus, retail companies can use special analytical models to predict daily
store volume and release hourly employees early.




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.
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What Are HR Audits?

Human resource managers often collect data on matters such as employee turnover and safety
via human resource audits. One practitioner calls an HR audit “an analysis by which an organi-
zation measures where it currently stands and determines what it has to accomplish to improve
its HR function.”*® The HR audit generally involves reviewing the company’s human resource
function (recruiting, testing, training, and so on), usually using a checklist, as well as ensuring
that the firm is adhering to regulations, laws, and company policies.

In conducting the HR audit, managers often benchmark their results to comparable com-
panies’. Sample measures (metrics) might include the ratio of HR professionals per company
employee. HR audits vary in scope and focus. Typical areas audited include the following:*’

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

. Compliance with federal, state, 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’ compensation, and

SO on).

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

. Payroll (such as legal compliance).

9. Documentation and record keeping. For example, do our files contain information includ-
ing résumés and applications, offer letters, job descriptions, performance evaluations, bene-
fit enrollment forms, payroll change notices and documentation related to personnel actions
such as employee handbook acknowledgments?*®

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

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

12. Termination and transition policies and practices.

v W N
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Evidence-Based HR and the Scientific Way of Doing Things

In this chapter, we’ve seen that decision making based on an objective review of the situation
is important. Managers have a name for this: Evidence-based human resource management
means using data, facts, analytics, scientific rigor, critical evaluation, 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 managers must become more
scientific and to “think like scientists” when making business decisions.*

HOW TO BE SCIENTIFIC But how can managers do this? Here, keep several things in mind. First,
in gathering evidence, scientists (or managers) need to be objective, or there’s no way to trust
their conclusions. For example, a medical school disciplined several of its professors. These
doctors had failed to reveal that they were on the payroll of the drug company who supplied the
drugs, the results of which the doctors were studying. Who could trust their objectivity—or their
conclusions?

Being scientific also requires experimentation. An experiment is a test the manager sets up in
such a way as to ensure that he or she understands the reasons for the results obtained. For example,
in their Harvard Business Review article, “A Step-by-Step Guide to Smart Business Experiments,”
the authors argue that if you want to judge a new incentive plan’s impact on corporate profits don’t
start by implementing the plan with all employees. Instead, implement it with an “experimental”
group (which gets the incentive plan), and with a “control” group (a group that does not get the
incentive plan). Doing so will help you gauge if any performance improvement stemmed from
the incentive or from some other cause (such as a new companywide training program).*' And, it
will enable you to predict how changing the incentive plan will affect performance. Objectivity,
experimentation, and prediction are at the heart of what it means to be scientific.
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For managers in
companies such as Sears
and Home Depot, the
point of being “scientific”
is to make better
decisions by forcing the
managers to gather the
facts. For example, "Is our
employee sales incentive
plan really boosting
appliance sales?”

Source: Blend Images/Alamy

high-performance work
system

A set of human resource
management policies and practices
that promote organizational
effectiveness.

human resource metric

The quantitative gauge of a human
resource management activity such
as employee turnover, hours of
training per employee, or qualified
applicants per position.
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For managers, the point of being “scientific” is to make better decisions by forcing you to
gather the facts. The problem is that what’s “intuitively obvious” can be misleading. “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?

WHAT ARE HIGH-PERFORMANCE
WORK SYSTEMS?

One reason to measure, benchmark, and scientifically analyze human resource management
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 are these practices? One study looked at 17 manufacturing plants, some of which ad-
opted 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 sophis-
ticated 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 without such practices. Because they emphasize customer ser-
vice, service companies (such as hotels) particularly gain from having high-performance work
systems and practices, by the way.*’

High-Performance Human Resource Policies and Practices

What exactly are these high-performance work practices? Studies show that high-performance
work systems’ policies and practices do differ from less productive ones. Table 1 illustrates this.
For example, in terms of HR practices, high-performing companies recruit more job candidates,
use more selection tests, and spend many more hours training employees.

Table 1 illustrates four things.

First, it presents examples of human resource metrics, such as hours of training per employee,
or qualified applicants per position. (In Table 1, the metric for “Number of qualified applicants per
position” is 37 in the high-performing companies.) Managers use such metrics to assess their com-

panies’ HR performance and to compare one company’s performance with another’s.**
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TABLE1 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 (Company HR Practice Averages (Company
Performance for Instance in Terms  Performance for Instance in Terms
of Sales/Employee, Innovation, of Sales/Employee, Innovation, and
and Employee Retention)* Employee Retention)*

Recruitment: Average number of qualified applicants 8 37

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 receiv- 41% 95%

ing 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, semi-autonomous,
cross functional, or project teams.

Self-Directed Teams: Percent of Companies With 9% 70%
Semi- Autonomous 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.

Source: Based on “Comparison of HR Practices in High-Performance and Low-Performance Companies,” by B.E. Becker, et al., from The

HR Scorecard: Linking People, Strategy and Performance (Boston: Harvard Business School Press, 2001); Barry Macy, Gerard Farias, Jean-
Francois Rosa, and Curt Moore, “Built To Change: High-Performance Work Systems and Self-Directed Work Teams—A longitudinal Field
Study,” Research in Organizational Change and Development, V 16, pp339-418, 2007; James Gathrie, Wenchuan Liu, Patrick Flood, and Sarah
MacCurtain, “High Performance Work Systems, Workforce Productivity, and Innovation: A Comparison of MNCs and Indigenous Firms,” The
Learning, Innovation and Knowledge (LINK) Research Centre Working Paper Series, WP 04-08, 2008.

Second, it illustrates what employers must do to have high-performance systems. For ex-
ample, hire based on validated selection tests, and extensively train employees.

Third, the table shows that high-performance work practices usually aspire to help workers
to manage themselves. In other words, the point of such recruiting, screening, training, and other
human resources practices here is to foster an empowered and self-motivated workforce.*

Fourth, Table 1 highlights the measurable differences between the human resource man-
agement systems in high-performance and low-performance companies. For example, high-
performing companies have more than four times the number of qualified applicants per job than
do low performers.
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Review

MyManagementLab

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

SUMMARY

1. Strategic planning is important to all managers. All man-

agers’ 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.

. Because each manager needs to make his or her decisions

within the context of the company’s plans, it’s important
for all managers to understand management planning. The
management planning process includes setting an objec-
tive, making forecasts, determining what your alternatives
are, evaluating your alternatives, and implementing and
evaluating your plan.

. Again, because all managers operate within the framework

of their company’s overall plans, it’s important for all man-
agers to be familiar with the strategic management process.
® A strategic plan is the company’s plan for how it
will match its internal strengths and weaknesses
with external opportunities and threats in order to
maintain a competitive advantage. A strategy is a
course of action.

e Strategic management is the process of identifying
and executing the organization’s strategic plan. Basic
steps in the strategic management process include
defining the current business, performing an exter-
nal and internal audit, formulating a new direction,
translating the mission into strategic goals, formulat-
ing strategies to achieve the strategic goals, imple-
menting strategies, and evaluating performance.

o We distinguished among corporate-level,
competitive-level, and functional strategies. Corpo-
rate strategies include, among others, diversification

strategies, vertical integration, horizontal integration,
geographic expansion, and consolidation. The main
competitive strategies include cost leadership, differ-
entiation, and focuser. Functional strategies reflect
the specific departmental policies that are necessary
for executing the business’s competitive strategies.

e Department managers play an important role in
strategic planning in terms of devising the strategic
plan, formulating supporting functional/ departmen-
tal strategies, and, of course, in executing the com-
pany’s plans.

4. Each function or department in the business needs its own

functional strategy, and strategic human resource manage-
ment means formulating and executing human resource
policies and practices that produce the employee competen-
cies and behaviors the company needs to achieve its strate-
gic aims. Human resource strategies are the specific human
resource management policies and practices managers use
to support their strategic aims. Important and popular stra-
tegic human resource management tools include the strat-
egy map, the HR scorecard, and digital dashboards.

. The manager will want to gather and analyze data prior to

making decisions. A high-performance work system is a
set of human resource management policies and practices
that promote organizational effectiveness. Human resource
metrics (quantitative measures of some human resource
management activities such as employee turnover) are
critical in creating high-performance human resource poli-
cies and practices. This is because they enable managers to
benchmark their own practices against those of successful
organizations. A high-performance work system is a set of
human resource management policies and practices that
together produce superior employee performance.

KEY TERMS

mission statement
corporate-level strategy
competitive strategy
competitive advantage

strategic plan

strategy

strategic management
vision statement
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functional strategies

strategic human resource management
strategy map

HR scorecard

digital dashboard

strategy-based metrics

HR audit

high-performance work system
human resource metric

DISCUSSION QUESTIONS

& 1. Give an example of hierarchical planning in an
organization.

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

@ 3. What is a high-performance work system? Provide several

specific examples of the typical practices in a high-

performance work system.

4. Explain why strategic planning is important to all
managers.

S. Explain with examples each of the seven steps in the stra-
tegic planning process.

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

7. Define strategic human resource management and give an ex-
ample of strategic human resource management in practice.

INDIVIDUAL AND GROUP ACTIVITIES

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

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

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

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

APPLICATION EXERCISES

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

6. The PHR and SPHR Knowledge Base
appendix lists the knowledge someone
studying for the HRCI certification exam
needs to have in each area of human
resource management (such as in strategic management,
workforce planning, and human resource development).
In groups of four to five students, do four things: (1) re-
view that appendix now; (2) identify the material in this
chapter that relates to the required knowledge the appen-
dix lists; (3) write four multiple-choice exam questions
on this material that you believe would be suitable for
inclusion in the HRCI exam; and (4) if time permits, have
someone from your team post your team’s questions in
front of the class, so the students in other teams can take
each others’ exam questions.

HR IN ACTION CASE INCIDENT 1

Siemens Builds a Strategy-Oriented HR System

Siemens is a 150-year-old German company, but it’s not the com-
pany it was even a few years ago. Until recently, Siemens focused
on producing electrical products. Today the firm has diversified
into software, engineering, and services. It is also global, with
more than 400,000 employees working in 190 countries. In other

words, Siemens became a world leader by pursuing a corporate
strategy that emphasized diversifying into high-tech products and
services, and doing so on a global basis.

With a corporate strategy like that, human resource manage-
ment plays a big role at Siemens. Sophisticated engineering and
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services require more focus on employee selection, training, and
compensation than in the average firm, and globalization requires
delivering these HR services globally. Siemens sums up the basic
themes of its HR strategy in 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 train-
ing 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 together and interact, employees have to under-
stand the whole 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 identity. For example, HR uses

HR IN ACTION CASE INCIDENT 2
Carter Cleaning Company

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

1. Based on the information in this case, provide examples for
Siemens of at least four strategically required organizational
outcomes (for example customer service), and four required
workforce competencies and behaviors.

2. Identify at least four strategically relevant HR policies and activ-
ities that Siemens has instituted in order to help human resource
management contribute to achieving Siemens’ strategic goals.

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

The High-Performance Work System

As a recent graduate and as a person who keeps up with the busi-
ness press, Jennifer is familiar with the benefits of programs such
as total quality management and high-performance work systems.

Jack has actually installed a total quality program of sorts at
Carter, and it has been in place for about 5 years. This program
takes the form of employee meetings. Jack holds employee meet-
ings periodically, but particularly when there is a serious problem in
a store—such as poor-quality work or machine breakdowns. When
problems like these arise, he meets with all the employees in that
store. Hourly employees get extra pay for these meetings. The meet-
ings 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 cleaning fluid that had residue from other, earlier washes.

Jennifer now wonders whether these employee meetings
should be expanded to give the employees a bigger role in manag-
ing the Carter stores’ quality. “We can’t be everywhere watching
everything all the time,” she said. “Yes, but these people earn only
about $8 to $15 per hour. Will they really want to act like mini-
managers?” Jack replied.

Questions

1. Would you recommend that the Carters expand their quality
program? If so, specifically what form should it take?

2. 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.

EXPERIENTIAL EXERCISE
Developing an HR Strategy for Starbucks

Several 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 introduc-
tion 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

70

company’s top job. You need to help him formulate a new di-
rection for his company.

Purpose: The purpose of this exercise is to give you experi-
ence in developing an HR strategy, in this case, by devel-
oping one for Starbucks.

Required Understanding: You should be thoroughly fa-
miliar with the material in this chapter.
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How to Set Up the Exercise/Instructions: Set up groups
of three or four students for this exercise. You are prob-
ably already quite familiar with what it’s like to have
a cup of coffee or tea in a Starbucks coffee shop, but if
not, spend some time in one prior to this exercise. Meet
in groups and develop an outline for an HR strategy for
Starbucks Corp. Your outline should include four basic

elements: a basic business/competitive strategy for Star-
bucks, workforce requirements (in terms of employee
competencies and behaviors) this strategy requires, spe-
cific HR policies and the activities necessary to produce
these workforce requirements, and suggestions for metrics
to measure the success of the HR strategy.

MyManagementlLab

example of each.

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

I.  What is the difference between a strategy, a vision, and a mission? Give one

2.  Explain how human resource management can be instrumental in helping a
company create a competitive advantage.

3. Mymanagementlab Only - comprehensive writing assignment for this chapter.

Appendix:

Basic Budgeting Concepts

INTRODUCTION

Formulating a strategy and setting a hierarchy of
[{[1])[§0)]Hd,| goals provides only the skeleton of a plan for the

BASE company’s managers. In practice, the manager
will translate those goals and plans into financial
terms. It is usually those financial manifestations of the plans—
the bottom line—that provides the managers’ actual day-to-day
guidance. Furthermore, top management expects all managers to
defend their plans in financial terms. Therefore no managers (in-
cluding human resource managers) can do their jobs or, (to quote
the HRCI Knowledge Base) “Participate as a contributing partner
in the organization’s strategic planning process” without under-
standing budgeting.

The HRCI Knowledge Base recognizes this. It lists “knowl-
edge of budgeting and accounting concepts,” “develop and man-
age the HR budget in a manner consistent with the organization’s
strategic goals, objectives and values,” and “provide information
for the development and monitoring of the organization’s overall
budget.” This appendix therefore presents a brief overview of the
budgeting process.

THE BASIC BUDGETING
PROCESS

Budgets are formal financial expressions of a manager’s plans.
They show targets for things such as sales, cost of materials, pro-
duction levels, and profit, expressed in dollars. These planned

targets are the standards against which the manager compares
and controls his or her unit’s actual financial performance. The
first step in budgeting is generally to develop a sales forecast
and sales budget. The sales budget shows the planned sales
activity for each period (usually in units per month) and the
revenue expected from the sales.

The manager can then produce various operating budgets.
Operating budgets show the expected sales and/or expenses
for each of the company’s departments for the planning period
in question. For example, the machinery department’s operating
budget shows what the company plans to spend for materials,
labor, electricity, and so forth in order to fulfill the requirements
of the sales budget (see Figure A.1). Each manager, from first-
line supervisor to HR manager to company president, usually
has an operating budget to use as a performance standard.

The manager then combines all of these departmental op-
erating budgets into a profit plan for the coming year. This
profit plan is the budgeted income statement (or “pro forma
income statement.”) It shows companywide expected sales,
expected expenses, and expected income or profit for the year.
In practice, cash from sales usually doesn’t flow into the firm
in such a way as to coincide precisely with cash disburse-
ments. (Some customers may take 35 days to pay their bills,
for instance, but employees expect paychecks every week.)
The cash budget or plan shows, for each month, the amount of
cash the company can expect to receive and the amount it can
expect to disperse. The manager can use it to anticipate his or
her cash needs and to arrange for short-term loans, if need be.
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FIGURE A.1

Example of a Budget

Operating Budget for Machinery Department, June 2012
BUDGETED EXPENSES BUDGET
Direct Labor $2,107
Supplies $3,826
Repairs $ 402
Overhead (electricity, etc.) $ 500
Total Expenses $6,835

The company will also have a budgeted balance sheet.
The budgeted balance sheet shows managers, owners, and
creditors what the company’s projected financial picture
should be at the end of the year. It shows assets (such as cash
and equipment), liabilities (such as long-term debt), and net
worth (the excess of assets over other liabilities).

The firm’s accountants compile the financial information
and feed it back to the appropriate managers. As in Figure A.2,
the resulting performance report shows budgeted or planned
targets. Next to these numbers, it shows the department’s ac-
tual performance numbers. Variances show the differences
between budgeted and actual amounts. The report may provide
a space for the manager to explain any variances. After review-
ing the performance report, management can take corrective
action.

The firm’s accountants also periodically audit the firm’s
financial statements. An audit is a systematic process that
involves three steps: (1) objectively obtain and evaluate evi-
dence regarding the firm’s performance; (2) judge the accu-
racy and validity of the data; and (3) communicate the results
to interested users, such as the board of directors and the com-
pany’s banks. The purpose of the audit is to certify that the
firm’s financial statements accurately reflect its performance.

RATIO ANALYSIS AND
RETURN ON INVESTMENT

Managers also use financial ratio analysis to diagnose perfor-
mance and maintain control. Financial ratios compare one
financial measure on a financial statement to another. The rate
of return on investment (ROI) is one such ratio. ROI equals net

profit divided by total investment; it is a gauge of overall com-
pany performance. Rather than measuring net profit as an ab-
solute figure, it shows profit in relation to the total investment
in the business. This is often a more informative figure. For ex-
ample, a $1 million profit is more impressive with a $10 million
investment than with a $100 million investment. Figure A.3 lists
some financial ratios.

FINANCIAL RESPONSIBILITY
CENTERS

In most firms, some or most managers are responsible for spe-
cific sets of financial targets. This makes it easier for top man-
agement to evaluate each manager’s performance. It also makes
it easier for the manager to see how the firm will evaluate his
or her performance. When the manager has an operating budget
tied to specific financial performance targets, we say the man-
ager is in charge of a financial responsibility center. Financial
responsibility centers are units that are responsible for and
measured by a specific set of financial activities.

There are several types. Profit centers are responsibility
centers whose managers the company holds accountable for
profit. (Profit is a measure of the difference between the revenues
generated and the cost of generating those revenues.) Revenue
centers are responsibility centers whose managers are account-
able for generating revenues. Thus, firms generally measure sales
managers in terms of the sales produced by their revenue centers/
departments. Managers of expense centers are responsible for
accomplishing their goals within a preset target of expenses. The
human resource department is typically an expense center, al-
though (as we’ve seen) it is transitioning to profit center status.

Performance Report for Machinery Department, June 2012 FIGURE A.2
Example of a Performance
Budget Actual Variance | Explanation Report
Direct Labor $2,107 $2,480 $373 over Had to put workers on overtime.
Supplies $3.826 $4,200 $374 over Wasted two crates of material.
Repairs $ 402 $ 150 $252 under
Overhead $ 500 $ 500 0
(electricity, etc.)
Total $6,835 $7,330 $495 over
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Industry Norm
Name of Ratio Formula (As Illustration)

1. Liquidity Ratios (measuring the ability of the firm to meet its short-term obligations)

. Current assets
Current ratio —————— 2.6
Current liabilities

. . Cash and equivalent 1.0
Acid-test ratio —
Current liability
Sales 12 times

h velocit
Cash velocity Cash and equivalent

Inventory 85%

VG AT ERNE S (L Current assets — Current liabilities

2. Leverage Ratios (measures the contributions of financing by owners compared with financing
provided by creditors)
Total debt
Debt to equit - 56%
SR Net worth ’

Net profit before fixed charges

C f fixed ch 6ti
overage of fixed charges Fixed charges imes
C t liabilit
Current liability to net worth = 32%
Net worth
Fixed assets
Fixed assets to net worth e 60%
Net worth

3. Activities Ratios (measures the effectiveness of the employment of resources)

Sales .

Inventory turnover —_— 7 times
Inventory

. . Sales .

Net working capital turnover - 5 times
Net working capital

. Sales .

Fixed-assets turnover e E— 6 times

Fixed assets
Receivables

Average collection period N 20 days
Equity capital turnover _Sales 3 times
Net worth
. Sales .
Total capital turnover e eE— 2 times

Total assets

4. Profitability Ratios (indicates degree of success in achieving desired profit levels)
Gross operating profit

Gross operating margin Sales 30%
. . Net operating profit
Net operating margin T sales 6.5%
Net fit after t
Sales (profit) margin ST EIE e 3.2%
Sales

. Gross income — taxes
Productivity of assets 10%
Total assets

Net profit after taxes

Return on investment : 7.5%
Total investment
) ) Net operating profit
Net profit on working capital Net working capital working capital 14.5%

FIGURE A.3

Widely Used Financial
Ratios
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PERSONNEL 2012 2013 2014 FIGURE A.4
Partner $144,000 $175,000 $200,000 Personnel Salary Plan
Consultants $ 0 $ 50,000 $ 63,000

Editorial/graphic $ 18,000 $ 22,000 $ 26,000

VP Marketing $ 20,000 $ 50,000 $ 55,000

Salespeople $ 0 $ 30,000 $ 33,000

Office Manager $ 7,500 $ 30,000 $ 33,000

Secretarial $ 5,250 $ 20,000 $ 22,000

Total Payroll $194,750 $377,000 $432,000

Total Headcount 7 14 16

Fringe Benefits $ 27,265 $ 52,780 $ 60,480

Total Payroll Expenditures $222,015 $429,780 $492,480

THE PERSONNEL PLAN

How does the manager know how much money he or she should
budget for running the HR department and staffing the com-
pany? There are many considerations. The SHRM Human Cap-
ital Benchmarking Service provides comparative HR expense
data. Then, strategic and hiring plans are big considerations.
Sales projections will translate into a personnel hiring plan. For
example, a consulting company’s projected number of clients

will help determine how many consultants it needs at each
stage of the plan. Figure A.4 summarizes a personnel salary
plan. (Some managers accompany this with a schedule show-
ing specific job titles for which they’ll be hiring and when.) In
addition, the human resource manager will factor into his or
her plan various other expenses, such as for expected training,
special safety, and EEOC compliance efforts.

VIDEO CASES APPENDIX

Video Title: Human Resource Management (Patagonia)

SYNOPSIS

The mission at Patagonia is to build the best product possible,
cause no unnecessary environmental harm, and inspire solutions
to the environmental crisis. The benefits to employees working
for Patagonia are considerable. Although the pay is slightly be-
low the industry average, employees are given time off work to
try out the wetsuits the company produces, and employees are
encouraged to put the needs of their families first. Employees
can work flexible hours to accommodate this company value.
Employees are also offered a period of 60 days in which they
can work for a nonprofit environmental organization and still
receive their full pay. Much thought is put into the hiring of
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new employees at Patagonia; ambitious, mission-driven people,
with whom the core values of Patagonia resonate, are selected
to fill open positions within this unique company.

Discussion Questions

@ 1. How does the mission of Patagonia differ from most other

companies?

& 2. Patagonia has often been selected as one of the country’s best

places to work. What Patagonia HR practices and employee
benefits do you think help Patagonia earn this honor?

& 3. What characteristics would you use to describe a candidate

likely to be hired by Patagonia? How do these characteristics
reflect and support Patagonia’s strategy?
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Video Title: Equal Employment (UPS)

SYNOPSIS

Gary Wheeler, a former HR director for UPS and now the pres-
ident of “The Virtual HR Director,” gives some perspective on
what diversity means, and what its value can be to a company.
Employees of a wide variety of backgrounds are intrinsically
valuable to a company in the varied perspectives that they bring
to the table, and can help a company find creative solutions to
new problems that it has not encountered before.

In a diverse workplace, where employees come from a va-
riety of backgrounds and ethnicities, there is always the pos-
sibility of harassment between employees. The video addresses
the value of diversity sensitivity training in its capacity to help
prevent incidence of employee harassment. Effective and con-
structive corrective measures for incidents of harassment are
also discussed.

o 3.
o 4.
o 5.

Discussion Questions

& 1. What does Gary Wheeler think a diverse workforce can

contribute to a company?

& 2. What typical avenues are open to an employee who feels he

or she is being harassed, in order to make sure it is dealt with

properly? Do you see any room for improvement based on

our discussion in this chapter?

What does Gary Wheeler report is most often the basis of re-

ported claims of harassment, and how are these cases dealt with?

What else would you do to deal with employees who are

hostile to the idea of diversity?

To what extent do you believe that harassment, such as

sexual harassment, is usually primarily a communications

problem? Why?

. In this video Mr. Wheeler focuses mostly on diversity and on
sexual harassment. Discuss five other important aspects of
equal employment opportunity.

Video Title: Strategic Management (Joie de Vivre Hospitality)

SYNOPSIS

Chip Conley is the founder of Joie de Vivre (JDV) Hospital-
ity, a collection of boutique hotels, restaurants, and spas in
California. The kitschy atmosphere of the boutiques allows
JDV to differentiate itself from both the luxury and the chain
hotels. Customer loyalty is so great that JDV relies primarily
on word-of-mouth advertising and spends little on traditional
advertising methods.

Discussion Questions

& 1. How does Joie de Vivre Hospitality differentiate its boutique

hotels from other hotel offerings in the area?

& 2. How did Chip Conley and Joie de Vivre Hospitality demon-

strate great strategic flexibility during the dot-com crash and
post-9/11 industry recession?

& 3. What is Joie de Vivre’s philosophy on advertising for its

hotels? How does this support the firm’s strategic aims?

& 4. Similarly, list five specific human resource management prac-

tices that you would suggest JDV use in order to produce the
employee behaviors required to achieve JDV’s strategic aims.
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OVERVIEW: THE TALENT MANAGEMENT PROCESS
In this chapter,

. THE BASICS OF JOB ANALYSIS
we will cover. ..

METHODS FOR COLLECTING JOB ANALYSIS INFORMATION
WRITING JOB DESCRIPTIONS

WRITING JOB SPECIFICATIONS

USING MODELS AND PROFILES IN TALENT MANAGEMENT

MyManagementLab®
& Improve Your Grade!

Over |0 million students improved their results using the Pearson MyLabs.Visit
mymanagementlab.com for simulations, tutorials, and end-of-chapter problems.

KNOWLEDGE BASE
LEARNING OBJECTIVES

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

1. Explain why talent management is important.

2. Explain how to conduct a job analysis, including what it is
and how it’s used.

3. Use at least three methods of collecting job analysis informa-
tion, including interviews, questionnaires, and observation.

4. Write job descriptions, including summaries and job func-
tions, using the Internet and traditional methods.

5. Identify the essential functions of a job.

. Write a job specification.

7. Explain competency-based job analysis, including what it
means and how it's done in practice.

o

Source: Jim West/Alamy

INTRODUCTION

Daimler-Benz managers faced a dilemma before opening their new Alabama assem-
bly plant. They couldn’t hire, train, or pay workers without knowing what each worker’s
job was. But in this plant, self-managing teams would assemble the vehicles, and each
employee’s duties might therefore change every day. How do you list job duties when
duties change so often?’



LEARNING OBJECTIVE 1
Explain why talent

management is important.

talent management

The goal-oriented and integrated
process of planning, recruiting,
developing, managing, and
compensating employees.

JOB ANALYSIS AND TALENT MANAGEMENT

THE TALENT MANAGEMENT PROCESS

In this section we get to the heart of human resource management—including recruitment, se-
lection, training, appraisal, career planning, and compensation.

The traditional way to view these activities is as a series of steps:

. Decide what positions to fill, through job analysis, personnel planning, and forecasting.
. Build a pool of job candidates, by recruiting internal or external candidates.
. Have candidates complete application forms and perhaps undergo initial screening

interviews.

. Use selection tools like tests, interviews, background checks, and physical exams to identify

viable candidates.

. Decide to whom to make an offer.
. Orient, train, and develop employees to provide them with the competencies they need

to do their jobs.

. Appraise employees to assess how they’re doing.
. Reward and compensate employees to maintain their motivation.

This linear view makes sense. For example, the employer needs job candidates before selecting

whom to hire. However, the step-by-step view also tends to mask how much the activities are in-
terrelated. For example, employers don’t just train employees and appraise how they’re doing; the
appraisal also loops back to shape the employee’s subsequent training. Therefore, employers in-
creasingly view all these staff—train—reward activities as part of a single integrated talent manage-
ment process.’

What Is Talent Management?

Talent management is the goal-oriented and integrated process of planning, recruiting, devel-
oping, managing, and compensating employees.> When a manager takes a talent management
perspective, he or she:

1.

Understands that the talent management tasks (including recruiting, training, and pay-
ing employees) are parts of a single interrelated talent management process. For example,
having employees with the right skills depends as much on recruiting, training, and com-
pensation as it does on applicant testing.

. Makes sure talent management decisions such as staffing, training, and pay are goal-

directed. Managers should always be asking, “What recruiting, testing, or other actions
should I take to produce the employee competencies we need to achieve our strategic
goals?”

. Consistently uses the same “profile” of competencies, traits, knowledge, and experience

for formulating recruitment plans for a job as for making selection, training, appraisal,
and payment decisions for it. For example, ask selection interview questions to determine
if the candidate has the knowledge and skills to do the job, and then train and appraise the
employee based on whether he or she shows mastery of that knowledge and skills.

. Actively segments and manages employees. A talent management approach requires that

employers proactively manage their employees’ recruitment, selection, development, and
rewards. For example, employers pinpoint their “mission-critical” employees, and then
manage their development and rewards separately from the firms’ other employees.

. Integrates/coordinates all the talent management functions. Finally, an effective talent

management process integrates the underlying talent management activities such as
recruiting, developing, and compensating employees. HR managers might simply meet as

a team to visualize and discuss how to coordinate activities like testing, appraising, and
training. (For instance, making sure the firm uses the same skills profile to recruit, select,
train, and appraise employees for a particular job.) Or, they can use information technology
to integrate these activities. As one example, Talent Management Solutions’ (www.talent-
management101.com) talent management suite includes e-recruiting software, employee
performance management, a learning management system, and compensation management.
This suite of programs ensures “that all levels of the organization are aligned—all working
for the same goals.™
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LEARNING OBJECTIVE 2
Explain how to conduct

a job analysis, including what

it is and how it's used.

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

A list of a job’s “human
requirements,” that is, the
requisite education, skills,
personality, and so on—another
product of a job analysis.

JOB ANALYSIS AND TALENT MANAGEMENT

THE BASICS OF JOB ANALYSIS

Talent management begins with understanding what jobs need to be filled, and the human traits
and competencies employees need to do those jobs effectively. Job analysis is the procedure
through which you determine the duties of the jobs you are analyzing and the characteristics of the
people to hire for them.’ Job analysis produces information for writing job descriptions (a list of
what duties the job entails) and job (or “person”) specifications (what kind of people to hire for
the job). Virtually every personnel-related action you take—interviewing applicants, and train-
ing and appraising employees, for instance—depends on knowing what the job entails and what
human traits and skills 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:

@ Work activities. First, he or she collects 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.

@ Human behaviors. Information about human behaviors the job requires, like sensing,
communicating, lifting weights, or walking long distances.

@ 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).

@ Performance standards. Information about the job’s performance standards (in terms of
quantity or quality levels for each job duty, for instance).

@ Job context. Information about things like working conditions, work schedule, incentives,
and, for instance, the number of people with whom the employee would normally interact.

® Human requirements. Information such as knowledge or skills (education, training, work
experience) and required personal attributes (aptitudes, personality, interests).

As Figure 1 summarizes, job analysis is important because managers use it to support just about
all their human resource management activities. For example, they use it to decide what sorts of
people to recruit for a job, and for what traits and competencies to test and train them.

Conducting a Job Analysis
There are six steps in doing a job analysis, as follows.

Step 1: Decide how you’ll use the information Some data collection techniques—Tlike
interviewing the employee—are good for writing job descriptions. Other techniques, like the po-
sition analysis questionnaire we describe later, provide numerical ratings for each job; these can
be used to compare jobs for compensation purposes.

Job analysis

:

Job description and
job specification

:

: : : :

Recruiting and selection

decisions

FIGURE 1

EEO compliance

Performance appraisal Job evaluation—wage

and salary decisions

Training requirements

(compensation)

Uses of Job Analysis Information
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FIGURE 2

Process Chart for
Analyzing a Job's
Workflow

Source: Compensation
Management: Rewarding
Performance, 6th Edition,

by Richard J. Henderson.
Copyright © 1994 by Pearson
Education, Inc. Reprinted

and Electronically reproduced

by Pearson Education, Inc., Upper
Saddle River, New Jersey.

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.

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
from suppliers

Job under study—
Quality Control Clerk

oy

Information output to
plant manager
regarding component
quality

Product quality output

to plant manager

Step 2: Review relevant background information such as organization charts, process
charts, and job descriptions’ Organization charts show the organization-wide division of
work, and where the job fits in the overall organization. The chart should show the title of
each position and, by means of interconnecting lines, who reports to whom and with whom
the job incumbent communicates. A process chart provides a more detailed picture of the
workflow, particularly the flow of inputs to and outputs from the job you’re analyzing. (In
Figure 2, the quality control clerk reviews components from suppliers, checks components
going to the plant managers, and gives information regarding component’s quality to these
managers.) Finally, the existing job description, if there is one, usually provides a starting
point for building the revised job description.

WORKFLOW ANALYSIS AND JOB REDESIGN Job analysis tasks such as reviewing current job
descriptions enable the manager to list what a job’s duties and demands are now. Job analysis does not
answer questions such as “Should this job even exist?” To answer such questions, one must conduct
a workflow analysis. You may then deem it necessary to redesign the job. Workflow analysis is a
detailed study of the flow of work from job to job in a work process. Usually, the analyst focuses on
one identifiable work process (such as processing an insurance claim), rather than on how the company
gets all its work done. The accompanying HR as a Profit Center feature illustrates workflow analysis.

HR AS A PROFIT CENTER

Boosting Productivity through Work Redesign

The Atlantic American insurance company in Atlanta conducted a workflow analysis to identify inefficien-
cies in how it processes insurance claims: “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 firm’s workflow analysis prompted several productivity-boosting changes. The company 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. In sum, Atlantic
American used workflow analysis to view the process's “big picture” and to automate work, redesign
jobs, boost labor productivity, and redeploy claims processing employees.

In conducting such 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 diagram-
matic process chart. This lays out, with arrows and circles, each step in the process from beginning to end.

BUSINESS PROCESS REENGINEERING American Atlantic’s use of workflow analysis also illustrates
business process reenineering. Business process reengineering means redesigning business
processes, usually by combining steps, so that small multifunction teams using information technology
do the jobs formerly done by a sequence of departments. The basic approach is to:

1. Identify a business process to be redesigned (such as approving a mortgage application).
2. Measure the performance of the existing process.
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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.
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LEARNING OBJECTIVE 3

Use at least three methods
of collecting job analysis
information, including
interviews, questionnaires,
and observation.

JOB ANALYSIS AND TALENT MANAGEMENT

w

. Identify opportunities to improve this process.

. Redesign and implement a new way of doing the work.

5. Assign ownership of sets of formerly separate tasks to an individual or a team that uses
new computerized systems to support the new arrangement.

N

As an example, one bank reengineered its mortgage approval process by replacing the
sequential operation with a multifunction mortgage approval team. Loan originators in the field
now enter the mortgage application directly into wireless laptop computers, where software
checks it for completeness. The information then goes electronically to regional production
centers. Here, specialists (like credit analysts and loan underwriters) convene electronically,
working as a team to review the mortgage together—at once. After they formally close the loan,
another team of specialists takes on the task of servicing the loan.

JOB REDESIGN As at Atlantic American and at this bank, reengineering usually requires
redesigning individual jobs. 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 as well. Job rotation means systematically moving workers from one job to another.

Psychologist Frederick Herzberg argued that the best way to motivate workers is through job
enrichment. Job enrichment means redesigning jobs in a way that increases the opportunities
for the worker to experience feelings of responsibility, achievement, growth, and recognition. 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 productivity would rise. That
philosophy, in one form or another, is the theoretical basis for the team-based self-managing jobs
in many companies around the world today.

Step 3: Select representative positions Whether or not the manager decides to redesign jobs, the
next step in job analysis is to decide on which positions to focus the job analysis. For example, it is
usually unnecessary to analyze the jobs of 200 assembly workers when a sample of 10 jobs will do.

Step 4: Actually analyze the job—by collecting data on job activities, working conditions,
and human traits and abilities needed to perform the job In brief, actually “analyzing” the job
involves several steps. Specifically, greet employees; briefly explain the job analysis process and
the employees’ roles in this process; spend about 15 minutes interviewing the employees to get
agreement on a basic summary of the job; identify the job’s broad areas of responsibility, such

as “calling on potential clients”; and identify duties/tasks within each area interactively with the
employees.” We address methods for collecting job analysis information in the following section.

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 you’ve
compiled (for instance regarding the job’s main duties) is correct and complete, and may
help gain employees’ acceptance of your conclusions.

Step 6: Develop a job description and job specification The job description describes the
job’s duties, activities and responsibilities, as well as its important features, such as working
conditions. The job specification summarizes the personal qualities, traits, skills, and back-
ground workers require for getting the job done.

METHODS FOR COLLECTING
JOB ANALYSIS INFORMATION

We’ll see that there are various ways (interviews or questionnaires, for instance) to collect informa-
tion on a job’s duties, responsibilities, and activities. The basic rule is to use those that best fit your
purpose. Thus, an interview might be best for creating a list of job duties. The more quantitative po-
sition analysis questionnaire may be best for quantifying each job’s relative worth for pay purposes.

The Interview

Job analysis interviews range from unstructured interviews (““Tell me about your job”) to highly
structured interviews containing hundreds of specific job items to check off.
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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. They use group interviews when a large number of employees
are performing similar or identical work, since this can be a quick and inexpensive way to gather
information. As a rule, the workers’ immediate supervisor attends the group session; if not, you
can interview the supervisor separately.

Whichever type of interview you use be sure the interviewee fully understands the rea-
son for the interview. There’s a tendency for workers to view such interviews, rightly or
wrongly, as “efficiency evaluations.” If so, interviewees may hesitate to describe their jobs
accurately.

TYPICAL QUESTIONS Some typical interview questions include the following:

What is the job being performed?
What are the major duties of your position? What exactly do you do?
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?
What are the basic accountabilities or performance standards that typify your work?

What are your responsibilities? What are the environmental and working conditions
involved?

What are the job’s physical demands? The emotional and mental demands?
What are the health and safety conditions?

Are you exposed to any hazards or unusual working conditions?

STRUCTURED INTERVIEWS Many managers use a structured format to guide the interview.
Figure 3 presents one example, a job analysis information sheet. It includes questions regarding
matters like the overall purpose of the job; supervisory responsibilities; job duties; and education,
experience, and skills required.

Structured lists are not just for interviews. Job analysts who collect information by person-
ally observing the work or by using questionnaires—two methods explained later—can also use
structured lists.'

INTERVIEWING GUIDELINES To get the best information possible, keep several things in mind
when conducting job analysis interviews.

® Quickly 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.

@ 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. (But also ask, “Was there anything we didn’t cover with
our questions?”)

@ You do not want to overlook crucial but infrequently performed activities—like a nurse’s
occasional emergency room duties. Therefore do not just focus on duties the worker
performs repeatedly, several times a day. Instead, ask the worker about all his or her duties
and have the person rank the duties in order of importance and frequency of occurrence.

@ 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-related duties and responsibilities
is another popular way to obtain job analysis information.

Some questionnaires are very 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 is
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FIGURE 3

Job Analysis
Questionnaire for
Developing Job
Descriptions

Source: “Job Analysis
Questionnaire for Developing Job
Descriptions,” from HR.BLR
.COM. Copyright © 2007 by
BLR. Reprinted with permission.
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Job Analysis Information Sheet

Job Title Date
Job Code Dept.
Superior's Title
Hours Worked AM to PM
Job Analyst's Name

1. What is the job's overall purpose?

2. If the incumbent supervises others, list them by job title; if there is more than one employee
with the same title, put the number in parentheses following.

3. Check those activities that are part of the incumbent's supervisory duties.
[T Training

73 Performance appraisal

[T Inspecting work

[T Budgeting

[T Coaching and/or counseling

[ others (please specify)
4. Describe the type and extent of supervision received by the incumbent.

5. JOB DUTIES: Describe briefly WHAT the incumbent does and, if possible, HOW he/she
does it. Include duties in the following categories:

a. daily duties (those performed on a regular basis every day or almost every day)

b. periodic duties (those performed weekly, monthly, quarterly, or at other regular
intervals)

c. duties performed at irregular intervals

6. Is the incumbent performing duties he/she considers unnecessary? If so, describe.

7. 1s the incumbent performing duties not presently included in the job description? If so,
describe.

8. EDUCATION: Check the box that indicates the educational requirements for the job (not the
educational background of the incumbent).

[ No formal education required a Eighth grade education

a High school diploma (or equivalent) O 2-year college degree (or equivalent)

a 4-year college degree (or equivalent) [ Graduate work or advanced degree
Specify:

[ professional license
Specify:

(Continued)

asked to indicate whether 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 questionnaires often do both. As illustrated in Figure 3, a typical job
analysis questionnaire might include several open-ended questions (such as “What is the job’s
overall purpose?”) as well as structured questions (concerning, for instance, education required).
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9. EXPERIENCE: Check the amount of experience needed to perform the job.

1 None 77 Less than one month
[73 One to six months [73 Six months to one year
[T One to three years [ Three to five years
[ Five to ten years 71 More than ten years
10. LOCATION: Check location of job and, if necessary or appropriate, describe briefly.
[ Outdoor [ Indoor
[ underground [ Excavation
[ Scaffold [ other (specify)

11. ENVIRONMENTAL CONDITIONS: Check any objectionable conditions found on the job
and note afterward how frequently each is encountered (rarely, occasionally, constantly, etc.).

O it [ Dust

[ Heat 3 cold

T Noise [T Fumes

[ odors 3 Wetness/humidity

[T vibration [ Sudden temperature changes
[ Darkness or poor lighting [ other (specify)

12. HEALTH AND SAFETY: Check any undesirable health and safety conditions under which
the incumbent must perform and note how often they are encountered.

[7J Elevated workplace [TJ Mechanical hazards
71 Explosives 71 Electrical hazards
[T Fire hazards [71 Radiation

[T other (specify)

13. MACHINES, TOOLS, EQUIPMENT, AND WORK AIDS: Describe briefly what
machines, tools, equipment, or work aids the incumbent works with on a regular basis:

14. Have concrete work standards been established (errors allowed, time taken for a particular
task, etc.)? If so, what are they?

15. Are there any personal attributes (special aptitudes, physical characteristics, personality
traits, etc.) required by the job?

16. Are there any exceptional problems the incumbent might be expected to encounter in
performing the job under normal conditions? If so, describe.

17. Describe the successful completion and/or end results of the job.

18. What is the seriousness of error on this job? Who or what is affected by errors the incumbent
makes?

19.To what job would a successful incumbent expect to be promoted?

[Note: This form is obviously slanted toward a manufacturing environment, but it can be adapted
quite easily to fit a number of different types of jobs.]

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 interviewing hundreds of
workers, for instance. However, developing the questionnaire and testing it (perhaps by mak-
ing sure the workers understand the questions) can be time-consuming. And as with interviews,
employees may distort their answers.
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Managers use direct
observation with jobs
that consist mainly of
observable physical
activity, such as
assembly-line worker

Source: Blend Images/Alamy
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Observation

Direct observation is especially useful when the job consists mainly of observable physi-
cal activities—assembly-line worker and accounting clerk are examples. On the other hand,
observation is not as useful when the job entails a lot of mental activity (lawyer, design engi-
neer). Nor is it useful if the employee only occasionally engages in important activities, such as a
nurse who handles emergencies. And reactivity—the worker’s changing what he or she normally
does because you are watching—also can be a problem.

Managers often use direct observation and interviewing together. One approach is to ob-
serve the worker on the job during a complete work cycle. (The cycle is the time it takes to
complete the job; it could be a minute for an assembly-line worker or an hour, a day, or longer
for complex jobs.) Here you take notes of all the job activities. Then, ask the person to clarify
points not understood and to explain what other activities he or she performs that you didn’t
observe.

Participant Diary/Logs

diary/log Another method is to ask workers to keep a diary/log of what they do during the day. For every
Daily listings made by workers of activity engaged in, the employee records the activity (along with the time) in a log.
every activity in which they engage Some firms give employees pocket dictating machines and pagers. Then at random times

along with the time each activity

. during the day, they page the workers, who dictate what they are doing at that time. This can
takes.

avoid requiring workers to remember what they did hours earlier when they complete their logs
at the end of the day.

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 guantitative ratings for each job. The position analysis
questionnaire explained next and the Department of Labor approach are quantitative methods
for doing this.

position analysis

questionnaire (PAQ) POSITION ANALYSIS QUESTIONNAIRE The position analysis questionnaire (PAQ) is a very

A questionnaire used to collect popular quantitative job analysis tool, consisting of a questionnaire containing 194 items (see
quantifiable data concerning Figure 4 for a sample).11 The 194 items (such as “written materials”) each represent a basic
the duties and responsibilities element that may play a role in the job. The items each belong to one of five PAQ basic activities:
of various jobs. (1) having decision-making/communication/social responsibilities, (2) performing skilled
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FIGURE 4

Portion of a Completed
Page from the Position
Analysis Questionnaire

The 194 PAQ elements
are grouped into five
activities, and this

figure illustrates the
"information input”
questions or elements.
Other PAQ pages contain
questions regarding
mental processes, work
output, relationships with
others, job context, and
other job characteristics.
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Information Input Extent of Use (U)
1 Inf tion Input NA  Does not apply
MEMIERETne 1 Nominal/very infrequent
1.1 Sources of Job Information 2  Occasional
Rate each of the following items in terms of 3 Moderate
the extent to which it is used by the worker as 4 Considerable
. S . . 5  Very substantial
a source of information in performing his job.

1.1.1 Visual Sources of Job Information

114 Written materials (books, reports, office notes, articles, job instructions,
signs, etc.)

212 Quantitative materials (materials which deal with quantities or amounts,
such as graphs, accounts, specifications, tables of numbers, etc.)

311 Pictorial materials (pictures or picture-like materials used as sources of
information, for example, drawings, blueprints, diagrams, maps, tracing,
photographic films, x-ray films, TV pictures, etc.)

411 Patterns/related devices (templates, stencils, patterns, etc., used as
sources of information when observed during use; do not include here
materials described in item 3 above)

5|2 Visual displays (dials, gauges, signal lights, radarscopes, speedom-
eters, clocks, etc.)

6|5 Measuring devices (rulers, calipers, tire pressure gauges, scales,
thickness gauges, pipettes, thermometers, protractors, etc., used to
obtain visual information about physical measurements; do not include
here devices describe in item 5 above)

714 Mechanical devices (tools, equipment, machinery, and other mechanical
devices which are sources of information when observed during use of
operation)

813 Materials in process (parts, material, objects, etc., which are sources of
information when being modified, worked on, or otherwise processed,
such as bread dough being mixed, workpiece being turned in a lathe,
fabric being cut, shoe being resoled, etc.)

914 Materials not in process (parts, materials, objects, etc., not in the
process of being changed or modified, which are sources of information
when being inspected, handled, packaged, distributed, or selected, etc.,
such as items or materials in inventory, storage, or distribution
channels, items being inspected, etc.)

10 | 3 Features of nature (landscapes, fields, geological samples, vegetation,
cloud formations, and other features of nature which are observed or
inspected to provide information)

11 | 2 Man-made features of environment (structures, buildings, dams,
highways, bridges, docks, railroads, and other “man-made” or altered
aspects of the indoor environment which are observed or inspected to
provide job information; do not consider equipment, machines, etc., that
an individual uses in his work, as covered by item 7)

activities, (3) being physically active, (4) operating vehicles/equipment, and (5) processing
information (Figure 4 illustrates this last activity). The final PAQ “score” shows the job’s rating
on each of these five activities. The job analyst decides if each of the 194 items plays a role and,
if so, to what extent. In Figure 4, for example, “written materials” received a rating of 4. Since the
scale ranges from 1 to 5, a 4 suggests that written materials (such as books and reports) do play a
significant role in this job. The analyst can use an online version of the PAQ (see www.paqg.com)
for each job he or she is analyzing.

The PAQ’s strength is in helping to assign jobs to job classes for pay purposes. With ratings
for each job’s decision-making, skilled activity, physical activity, vehicle/equipment operation,

87



88

LEARNING OBJECTIVE 4

Write job descriptions,
including summaries and job
functions, using the Internet
and traditional methods.

JOB ANALYSIS AND TALENT MANAGEMENT

and information-processing characteristics, you can quantitatively compare jobs relative to one
another,'? and then group and classify jobs for pay purposes.'?

Internet-Based Job Analysis

Methods such as questionnaires and interviews can be time-consuming. And collecting the infor-
mation from geographically dispersed employees can be challenging.'*

Conducting the job analysis via the Internet is an obvious solution.'> Most simply, the
human resource department can distribute standardized job analysis questionnaires to geographi-
cally 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 it’s best to test the process first. Without a
job analyst actually sitting there with the employee or supervisor, there’s always a chance that
the employees won’t cover important points or that misunderstandings will cloud the results.

Job Analysis Guidelines
Before actually analyzing the job, keep several things in mind.

® 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 questionnaires. Based on that, he or
she lists the job’s duties and required human traits. The supervisor and worker then review
and verify the HR manager’s list of job duties.

® 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.”)

® Use several different job analysis tools. Do not rely just on a questionnaire, for instance,
but supplement your survey with a short follow-up interview. (The questionnaire might
miss a task the worker performs just occasionally.)

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.

There is no standard format for writing a job description. However, most descriptions
contain sections that cover the following:

1. Job identification

. Job summary

. Responsibilities and duties
. Authority of incumbent

. Standards of performance
. Working conditions

7. Job specification

AU AW

Figures 5 and 6 present two sample forms of job descriptions.

Job Identification

As in Figure 5, the job identification section (on top) contains several types of information.'®
The job title specifies the name of the job, such as telesales representative, or inventory con-
trol 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 minimum wage provisions.) Date is the date the job descrip-
tion was 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 department. This section
might also include the immediate supervisor’s title and information regarding salary and/or pay
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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 2012

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%)

FIGURE 5
Sample Job Description, Pearson Education

Source: Printed and Electronically reproduced by permission of Pearson Education, Inc., Upper Saddle River, New Jersey.

(Continued)
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PRIMARY RESPONSIBILITIES (List in order of importance and list amount of time spent on task.)

Driving Sales (60%)

Achieve quantitative sales goal for assigned territory of smaller colleges and universities.

Determine sales priorities and strategies for territory and develop a plan for implementing those strategies.
Conduct 15-20 professor interviews per day during the academic sales year that accomplishes those priorities.
Conduct product presentations (including texts, software, and website); effectively articulate author’s central
vision of key titles; conduct sales interviews using the PSS model; conduct walk-through of books and
technology.

Employ telephone selling techniques and strategies.

Sample products to appropriate faculty, making strategic use of assigned sampling budgets.

Close class test adoptions for first edition products.

Negotiate custom publishing and special packaging agreements within company guidelines.

Initiate and conduct in-person faculty presentations and selling trips as appropriate to maximize sales with the
strategic use of travel budget. Also use internal resources to support the territory sales goals.

Plan and execute in-territory special selling events and book-fairs.

Develop and implement in-territory promotional campaigns and targeted email campaigns.

Publishing (editorial/ marketing) 25%

Report, track, and sign editorial projects.
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.

Maintain records of customer sales interviews and adoption situations in assigned database.
Manage operating budget strategically.

Submit territory itineraries, sales plans, and sales forecasts as assigned.

Provide superior customer service and maintain 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 10,2012
Approval: Date:
Human Resources: Date:
Corporate Compensation: Date:

FIGURE 5 (Continued)

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 programmer II, programmer III, 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 5), 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.”"’



Standard Occupational
Classification (SOC)
Classifies all workers into one of
23 major groups of jobs that are
subdivided into minor groups of
jobs and detailed occupations.

FIGURE 6

Marketing Manager
Description from
Standard Occupational
Classification

Source: U.S. Department of Labor,

Bureau of Labor Statistics.
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While it’s common to do so, include general statements like “performs other assignments as
required” with care. 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, make it clear in the summary that the employer ex-
pects the employee to carry out his or her duties efficiently, attentively, and conscientiously.

Relationships

There may be a “relationships” statement (not in Figure 5) that shows the jobholder’s relation-
ships with others inside and outside the organization. For a human resource manager, such a
statement might look like this:"

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 representa-
tives, 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 responsibili-
ties and duties. As in Figure 5, list each of the job’s major duties separately, and describe it in
a few sentences. In the figure, for instance, the job’s duties include “achieve quantitative sales
goal . . .” and “determine sales priorities. . . .” Typical duties for other jobs might include making
accurate postings to accounts payable, maintaining favorable purchase price variances, and repair-
ing production-line tools and equipment.

This section may also define the limits of the jobholder’s authority. For example, the jobholder
might have authority 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.

How does one determine what the job’s duties are and should be? The answer first is, from the
Jjob analysis; this should reveal what the employees on each job are doing now. Then (second), to
determine what other duties this job might be expected to include, the manager can review various
sources of standardized job description information. For example, the 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 mar
keting manager description in Figure 6. The employer can use standard job descriptions like these
to identify a job’s duties and responsibilities, such as “Determine the demand for products.” (The
accompanying Managing the New Workforce feature addresses some legal aspects.) The employer

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.
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LEARNING OBJECTIVE 5
Identify the essential
functions of a job.

The ADA requires that
employers list a job's
essential functions, to
make it clear what tasks
the employee must
accomplish, and also what
accommodations might be
possible.

Source: auremar/Fotolia
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may also use other popular sources of job description information, such as www.jobdescription.
com. O*NET online is another option for finding job duties. We’ll turn to this in a moment.

MANAGING THE NEW WORKFORCE

Writing Job Descriptions That Comply with the ADA

The list of job duties is crucial to employers’ efforts to comply with the Americans with Disabilities Act
(ADA). Under the ADA, the individual must have the requisite skills, educational background, and experi-
ence to perform the job’s essential functions. The 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 in determining if a function is essential 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.

Thus, for a receptionist’s job, answering calls and directing visitors to the proper offices might be essential
functions. The EEOC says it will consider the employer’s judgment about which functions are essential,
and a written job description prepared before advertising or interviewing for a job as evidence of essential
functions. Other evidence includes the actual work experience of present or past employees in the job,
the time spent performing a function, and the consequences of not requiring that an employee perform a
function. 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.” Accord-
ing to the EEOC, reasonable accommodation may include:

Acquiring or modifying equipment or devices.

Job restructuring.

Part-time or modified work schedules.

Reassignment to a vacant position.

Adjusting or modifying examinations, training materials, or policies.

Providing readers and interpreters.

Making the workplace readily accessible to and usable by people with disabilities.

Standards of Performance and Working Conditions

A standards of performance section lists the standards the company expects the employee to
achieve for each of the job description’s main duties and responsibilities. Setting standards is
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never easy. However, just telling subordinates to “do your best” usually does not provide enough
guidance. One straightforward way to set standards is to finish the statement, “I will be com-
pletely satisfied with your work when. . . .” This sentence, if completed for each listed duty,
should result in a usable set of performance standards. Here is an example:

Duty: Accurately Posting Accounts Payable

1. Post all invoices received within the same working day.

2. Route all invoices to proper department managers for approval no later than the day follow-
ing receipt.

3. Allow an average of no more than three posting errors per month.

The job description may also list the working conditions involved on the job. These might in-
clude conditions such as noise level, hazardous conditions, or heat.

Using the Internet for Writing Job Descriptions

More employers are turning to the Internet for their job descriptions. One site, www.jobdescription
.com, illustrates why. The process is simple. Search by alphabetical title, keyword, category, or
industry to find the desired job title. This leads you to a generic job description for that title—say,
“Computers & EDP Systems Sales Representative.” You can then use the wizard to customize the
generic description for this position. For example, you can add specific information about your
organization, such as job title, job codes, department, and preparation date. And you can indicate
whether the job has supervisory abilities, and choose from a number of possible desirable compe-
tencies and experience levels.

O*NET The U.S. Department of Labor’s occupational information network, called O*NET, is an
increasingly popular Web tool (you’ll find it at http://online.onetcenter.org). It allows users (not
just managers, but workers and job seekers) to see the most important characteristics of various
occupations, as well as the experience, education, and knowledge required to do each job well. Both
the Standard Occupational Classification and O*NET list many occupations’ specific tasks. O*NET
also lists skills for each occupation, including basic skills such as reading and writing, process skills
such as critical thinking, and transferable skills such as persuasion and negotiation.”> We will also
see that an O*NET job listing 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). You can also use O*NET to
check the job’s labor market characteristics, such as employment projections and earnings data.”

HOW TO USE O*NET Many managers and small business owners use O*NET when doing job
analyses and writing job descriptions. We’ll focus here on how to write a job description using
O*NET (Www.onetonline.org).24

Step 1: Decide on a plan. Ideally, the jobs you need should flow from your departmental or
company plans. Therefore, you may want to review your plan. What do you expect
your sales to be next year, and in the next few years? What areas or departments do you
think will have to be expanded or reduced? What kinds of new positions will you need?

Step 2: Develop an organization chart. Perhaps write an organization chart. Start with
the organization as it is now. Then (depending upon how far you’re planning),
produce a chart showing how you’d like your chart to look in the future (say, in
a year or two). Microsoft’s MS Word includes an organization charting function.
Software packages include OrgPublisher from Time Vision.?

Step 3: Use a job analysis questionnaire. Next, gather information about the job’s
current duties. (You can use job analysis questionnaires, such as those shown in
Figure 3 and Figure 7.)

Step 4: Obtain job duties from O*NET. The list of job duties you uncovered in the previous
step may or may not be complete. We’ll therefore use O*NET to compile a more com-
plete list.

Start by going to www.onetonline.org (A). Here, click on Find Occupations.
Assume you want to create job descriptions for a retail salesperson. Type Retail
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Source: Reprinted by permission
of O*NET Online
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Step 5:

Sales in the Keyword drop-down box. This brings you to the Occupations match-
ing the job family “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.”

List the job’s human requirements from O*NET. Next, return to the summary
for Retail Salesperson (C). Here, click, for example, Knowledge, Skills, and
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FIGURE 7

Simple Job Description
Questionnaire

Source: “Simple job description
questionnaire” from HR.BLR

.COM. Copyright © 2007 by BLR.

Reprinted with permission.
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Step 6:

10.

11.
12.
13.

. What is the job title?

. In what department is the job located?

Abilities. Use this information to help develop a job specification for your job.
Use this information for recruiting, selecting, and training your employees.

Finalize the job description. Finally, perhaps using Figure 7 as a guide, write an
appropriate job summary for the job. Then use the information obtained previ-
ously in steps 3, 4 and 5 to create a complete listing of the tasks, duties, and hu-
man requirements of each of the jobs you will need to fill.

Instructions: Distribute copies of this questionnaire to
supervisors, managers, personnel staff members, job analysts, and
others who may be invoﬁ/ed in writing job descriptions. Ask them
to record their answers fo these questions in writing.

. Summarize the job’s more important, regularly performed/duties

in a job summary.

. What is the title of the supervisor or manager to whom the job holder must

report?

. Does the job holder supervise other employees? If so, give their job titles

and a brief description of their responsibilities.

Position Supervised Responsibilities

- What essential function duties does the job holder perform regularly? List

them in order of importance.

Percentage of Time Devoted

Duty to This Duty

|| 4| &= || 2| 2| &

. Does the job holder perform other duties periodically? Infrequently? If so,

please list, indicating frequency.

. What are the working conditions? List such items as noise, heat, outside

work, and exposure to bad weather.

. How much authority does the job holder have in such matters as training or

guiding other people?

How much education, experience, and skill are required for satisfactory job
performance?

At what stage is the job holder’s work reviewed by the supervisor?
What machines or equipment is the job holder responsible for operating?

If the job holder makes a serious mistake or error in performing required
duties, what would be the cost to management?
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LEARNING OBJECTIVE 6
Write a job specification.

JOB ANALYSIS AND TALENT MANAGEMENT

WRITING JOB SPECIFICATIONS

The job specification takes the job description and answers the question, “What human traits
and experience are required to do this job effectively?” It shows the hiring criteria for the job,
in terms of what kind of person to recruit and for what qualities you should test that person.
It may be one section of the job description, or a separate document. Often—as in Figure 5—the
employer makes it part of the job description.*®

Specifications for Trained versus Untrained Personnel

Writing job specifications for trained employees is straightforward. Here your job specifications
might focus mostly on traits like length of previous service, quality of relevant training, and pre-
vious job performance.

The problems are more complex when you’re filling jobs with untrained people (with the
intention of training them on the job). Here you must specify qualities such as physical traits,
personality, interests, or sensory skills that imply some potential for performing or for being
trained to do the job.

For example, suppose the job requires detailed manipulation in a circuit board assembly
line. Here you might want to ensure that the person scores high on a test of finger dexterity.
Employers identify such human requirements either through a subjective, judgmental approach
or through statistical analysis (or both). Let’s examine both approaches.

Specifications Based on Judgment

Most job specifications come from the educated guesses of people like supervisors and human
resource managers. The basic procedure here is to ask, “What does it take in terms of education,
intelligence, training, and the like to do this job well?”

There are several ways to get these “educated guesses.” You could review the job’s du-
ties, and deduce from those what human traits and skills the job requires. You can also
choose them from the competencies listed in Web-based job descriptions like those at www
.jobdescription.com. (For example, a typical job description there lists competencies like “Gener-
ates creative solutions” and “Manages difficult or emotional customer situations.”) O*NET online is
another source. Job listings there include lists of required education and other experience and skills.

USE COMMON SENSE In any case, use common sense when compiling your list. 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 dif-
ferent hourly entry-level jobs in predominantly retail settings.”’ Regardless of the job, here are
the work behaviors (with examples) that he found to be important to all jobs:

Job-Related Behavior =~ Some Examples

Industriousness Keeps working even when other employees are standing around talking.
Thoroughness Notices merchandise out of place and returns it to the proper area.
Schedule flexibility Offers to stay late when the store is extremely busy.

Attendance Arrives at work on time; maintains good attendance.

Off-task behavior Conducts personal business during work time.

(reverse)

Unruliness (reverse) Does not cooperate with other employees.

Theft (reverse) Under-rings the price of merchandise for a friend; allows nonemployees

in unauthorized areas.

Drug misuse (reverse) Comes to work under the influence of alcohol or drugs.

Job Specifications Based on Statistical Analysis

Basing job specifications on statistical analysis is the more legally defensible approach, but it’s
also more difficult. The aim here is to determine statistically the relationship between (1) some



Task statement

A brief summary of 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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predictor (human trait, such as height, intelligence, or finger dexterity), and (2) some indicator or
criterion of job effectiveness, such as performance as rated by the supervisor.

The procedure has five steps: (1) analyze the job and decide how to measure job perfor-
mance; (2) select personal traits like finger dexterity that you believe should predict successful
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 dex-
terity) and job performance. Your objective is to determine whether the former predicts the latter.

This method is more defensible than the judgmental approach. For example, hiring standards
that discriminate based on sex, race, religion, national origin, or age may have to be shown to predict
job performance. Ideally, you do this with a statistical validation study, as in the five-step approach
outlined above. But in practice, most employers probably rely more on judgmental approaches.

Using Task Statements

Although employers traditionally use job descriptions and job specifications to summarize what
their jobs entail, task statements are increasingly popular.?® Each of a job’s task statements
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.”

The first step is to write a task statement for each of the job’s tasks. Thus, one task for a dry-
cleaning store counter person might be “taking in new orders”. The task statement here might
say, “accepts an order of clothes from a customer and places it into a laundry bag and provides
the customer with a receipt, in order to ensure that the customer’s clothes items are together
and identifiable and that the store and customer have an accurate record of the transaction.” (In
contrast, the traditional job duty might say, “accepts orders of clothes from customers and places
them in laundry bags; gives customers receipts).

For each task, also identify the knowledge, skills, abilities, and other characteristics
(KSAOs) needed to do each task. For the sample task above, the counter person should know how
to operate the computerized cash register, be skilled at identifying fabrics so proper prices can be
charged, and have the ability (for instance, cognitive ability or physical ability) to perform arith-
metic computations and lift heavy laundry bags. Most jobs also require certain “other” human
characteristics. For example, “conscientiousness’” might be important for this and most other jobs.

Second, the job analyst takes the resulting 12 or 15 task statements (including their KSAOs)
for the job’s say, 12-15 specific tasks, and groups them into four or five main job duties. Thus,
the four main counter person job duties might include accepts and returns customer’s clothes,
handles the cash register, fills in for the cleaner/spotter when he or she is absent, and supervises
the tailor and assistant counter person.

Finally, the job analyst compiles all this information in a “job requirements matrix” for this
job. This matrix lists the following information in 5 columns: each of the four or five main job
duties in column 1; all the task statements associated with each main job duty in column 2; the
relative importance of each main job duty, and the time spent on each main job duty in columns
3 and 4; and the knowledge, skills, ability, and other characteristics or competencies related to
each main job duty in column 5.%

Such a job requirements matrix provides a more comprehensive picture of what the worker
does and how and why he or she does it than does a conventional job description. For instance, it
clarifies each task’s purpose. And, including the required knowledge, skills, abilities, and other char-
acteristics for each duty provides critical information for making selection, training, and appraisal
decisions. Modeling and profiling, to which we turn next, is another way to compile information on
the knowledge, skills, ability, and other characteristics a job requires of its incumbents.

USING MODELS AND PROFILES
IN TALENT MANAGEMENT

Most people still think of a “job” as a set of specific duties someone carries out for pay, but the con-
cept of job is changing. In many situations you don’t want employees viewing themselves as locked
into doing only a specific set of duties. For example, teamwork often requires doing multiple jobs.
In situations like these, the worker’s “job” may change from day-to-day. Therefore, relying on a list
of static job duties that itemizes specific things you expect the worker to do can be meaningless.”'
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In many or most work
situations today,
employees may not have
single jobs, but instead
work on teams in which
their duties may change
continuously. In such
situations, it may be
more useful to list the
competencies someone
must have to do the job(s)
well, rather than to list a
static set of job duties.

Source: Bloomberg via Getty Images
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In such situations, the better option to using a job description may be to use what managers call
competency models or job profiles (we’ll use the terms interchangeably). Such models or profiles
list the knowledge, skills, abilities, and other characteristics that employees must be able to exhibit
to get their multiple jobs done.*” The assumption is that if the new team member has the necessary
skills and competencies, he or she will be able to do whatever duties the job requires.

In general, the aim of writing a job profile or competency model is to summarize what a
person requires for exceptional performance, usually in terms of four things: competencies (ba-
sically, necessary skills or behaviors), personal attributes (personality traits, etc.), knowledge
(technical and/or professional), and experience (educational and work achievements). Figure 8
presents one example of a competency model.

The job’s profile then becomes the anchor or template for recruiting, selecting, training, evalu-
ating, and developing employees for each job.** For instance, the manager hires new employees
using tests that measure the profile’s list of competencies, trains employees with courses aimed to
develop these competencies, and appraises performance by assessing the worker’s competencies.

A Closer Look at Competencies

Competencies are observable and measurable human behaviors that make performance possible.
To determine what a job’s required competencies are, ask, “In order to perform this job compe-
tently, what should the employee be able to do?” Competencies are typically skills. Examples of
competencies include “program in HTML,” “produce a lesson plan,” and “engineer the struts for
a bridge.” Competencies for the job of systems engineer might include the following:

® Design complex software applications, establish protocols, and create prototypes.
@ Establish the necessary platform requirements to efficiently and completely coordinate data
transfer.*

Similarly, for a corporate treasurer, competencies might include:

@ Formulate trade recommendations by studying several computer models for currency trends.
® Recommend specific trades and when to make them.*

How to Write Competencies Statements

Uncovering the job’s required competencies and writing them up is similar in most respects to tra-
ditional job analysis. In other words, you might interview job incumbents and their supervisors, ask
open-ended questions regarding job responsibilities and activities, and perhaps identify critical inci-
dents that pinpoint success on the job. However, instead of compiling lists of job duties, your aim is to
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Roles
Line Function
(Within HR)
Staff Function
(Advise, Assist)
Coordinative Function
(Monitor)
Strategic HR Function
(Formulate, Execute)

Areas of Knowledge/Expertise
HR Practices (Recruiting,
Selection, Training, etc.)

Strategic Planning
Employment Law
Finance and Budgeting
General Management

FIGURE 8
Example of Competency Model/Job Profile for Human Resource Manager

finish the statement (as noted above), “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. There are also off-the-shelf competencies databanks. One
example is that of the Department of Labor’s Office of Personnel Management (see www.opm.gov).

In practice, a useful competency statement for each of a job’s competencies includes three
elements:*

The name and a brief description of the competency, such as “project management: the art
of creating accurate and effective schedules with a well-defined scope”;

A description of the observable behaviors that represent proficiency in the competency, such
as “personally accountable for the project’s execution and invested in the success of the proj-
ect; continuously manage risks and dependencies by making timely decisions”;

Proficiency levels. For example:*’

@ Project Management Proficiency Level 1. Identifies risks and dependencies and com-
municates routinely to stakeholders.

@ Proficiency Level 2. Develops systems to monitor risks and dependencies and report
changes.

@ Proficiency Level 3. Anticipates changing conditions and impact to risks and dependen-
cies and takes preventive action.

@ Proficiency Level 4. Proactively identifies implications of related internal and external
business conditions to risks and dependencies.

BP EXAMPLE Several years ago, British Petroleum’s (BP’s) exploration division executives
decided their unit should be organized more efficiently.*® To help accomplish this, they believed
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Level 5 5

FIGURE 9
Skills Matrix

Level 6

Source: Copyright Gary Dessler
PhD Level 4 4 4 4 4 4
Note: This is an example of a skills
matrix for technical/engineering/
product development employees.

Level 3 3 3 3 3 3

The blue boxes show the level Level 2 2 2 2
required for each skill for these
product development employees. Level 1 1 1 1 1 1

An accompanying key would
provide specific examples for each
level of each skill, with difficulty
increasing for each skill level
starting at Level 1. For example,

Commercial
Awareness

Technical
Expertise/Skills

Decision Interpersonal Leadership
Making Skills Skills

and Problem Skills
Solving Skills

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
analytical tasks requiring advanced
technical know-how and skills”.

they had to shift employees from a job duties—oriented “that’s-not-my-job” attitude to one that
motivated the employees to obtain the skills required to accomplish their broader responsibilities.

Their solution was a skills matrix like that shown in Figure 9. BP created skills matrices for
each job or job family (such as drilling managers). As in Figure 9, each matrix listed (1) the types
of skills required to do that job (such as technical expertise) and (2) the minimum level of each

skill required for that job or job family.

Note that this effort also supported the exploration division’s talent management efforts. Tal-
ent management efforts in this unit could now focus on recruiting, hiring, training, appraising,
and rewarding employees based on the competencies they need to perform their current jobs and
also more advanced jobs, with the overall aim of creating a more flexible and efficient workforce.

Review

MyManagementLab

Go to mymanagementlab.com to complete the problems marked with this icon 0
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SUMMARY

1. Employers today often view all the staff-train-reward ac-

tivities as part of a single integrated talent management pro-
cess. We defined talent management as the goal-oriented
and integrated process of planning, recruiting, developing,
managing, and compensating 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, consistently use the same “profile” for
formulating recruitment plans for a job as you do for mak-
ing selection, training, appraisal, and payment decisions for
it, actively segment and manage employees, and integrate/
coordinate all the talent management functions.

2. All managers need to be familiar with the basics of job

analysis.

e Job analysis is the procedure through which you de-
termine the duties of the department’s positions and
the characteristics of the people to hire for them.

e Job descriptions are a list of what the job entails,
while job specifications identify what kind of people
to hire for the job.

e The job analysis itself involves collecting information
on matters such as work activities; required human
behaviors; and machines, tools, and equipment used.

e Managers use job analysis information in recruit-
ment and selection, compensation, training, and
performance appraisal.
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e The basic steps in job analysis include deciding
the use of the job analysis information, reviewing
relevant background information including orga-
nization charts, analyzing the job, verifying the
information, and developing job descriptions and
job specifications.

3. There are various methods for collecting job analysis infor-

mation. These include interviews, questionnaires, observa-
tion, participant diary/logs, and quantitative techniques such
as position analysis questionnaires. Employers increasingly
collect information from employees via the Internet.

. Managers should be familiar with the process for writing

job descriptions. While there is no standard format, most
descriptions contain sections that cover job identification,
a job summary, a listing of responsibilities and duties, the
job incumbent’s authority, and performance standards.
The job description may also contain information regard-
ing the job’s working conditions, and the job specifica-
tions. 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 per-
sonnel. For trained employees, the process is relatively

straightforward, because you’re looking primarily for
traits like experience. For untrained personnel, it’s neces-
sary to identify traits that might predict success on the
job. Most job specifications come from the educated
guesses of people like supervisors, and are based mostly
on judgment. Some employers use statistical analyses to
identify predictors or human traits that are related to suc-
cess on the job.

. Employers traditionally use job descriptions and job

specifications to summarize what their jobs entail, but
task statements are increasingly popular. Each of a job’s
task statements shows what the worker does on one par-
ticular job task, how the worker does it, the knowledge,
skills, and aptitudes required to do it, and the purpose of
the task.

. Employers are creating models or profiles for each of

their jobs. The aim of creating such profiles is to create
detailed descriptions of what is required for exceptional
performance in a given role or job, in terms of required
competencies, personal attributes, knowledge, and experi-
ence. Each job’s profile then becomes the anchor for cre-
ating recruitment, selection, training, and evaluation and
development plans for each job.

KEY TERMS

talent management

job analysis

job description

job specifications

organization chart

process chart

workflow analysis

business process reengineering

job enlargement

job rotation

job enrichment

diary/log

position analysis questionnaire (PAQ)
Standard Occupational Classification (SOC)
task statement

DISCUSSION QUESTIONS

1.

Explain to the head of a company how he or she could
use the talent management approach to improve his or her
company’s performance.

. What items are typically included in the job description?
. What is job analysis? How can you make use of the infor-

mation it provides?

. We discussed several methods for collecting job analysis

data—questionnaires, the position analysis questionnaire,
and so on. Compare and contrast these methods, explain-
ing what each is useful for and listing the pros and cons of
each.

. Describe the types of information typically found in a job

specification.

. Explain how you would conduct a job analysis.
. In a company with only 25 employees, is there less of

a need for job descriptions? Why or why not?

. Explain how you would write a task statement, say for

a police officer.

. How does one identify the essential functions of a job?
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INDIVIDUAL AND GROUP ACTIVITIES

1. Working individually or in groups, obtain copies of job
descriptions for clerical positions at the college or univer-
sity where you study, or the firm where you work. What
types of information do they contain? Do they give you
enough information to explain what the job involves and
how to do it? How would you improve on the description?

2. Working individually or in groups, use O*NET to develop
a job description for a position of your choosing—perhaps
an accounting clerk, or your professor in this class. Based
on that, use your judgment to develop a job specifica-
tion. Compare your conclusions with those of other stu-
dents or groups. Were there any significant differences?
What were they? What do you think accounted for the
differences?

3. PHR and SPHR Knowledge Base lists the knowledge
someone studying for the HRCI certification exam needs

APPLICATION EXERCISES

to have in each area of human resource management (such
as in strategic management, workforce planning, and hu-
man resource development). For this chap-
ter, those include,

for instance, knowledge listed under
Workforce Planning and Employment.
Individually or in groups of four to five
students, do four things: (1) review that appendix now;

(2) identify the material in this chapter that relates to the
required knowledge in the appendix lists; (3) write four
multiple-choice exam questions on this material that you
believe would be suitable for inclusion in the HRCI exam;
and (4) if time permits, have someone from your team
post your team’s questions in front of the class, so the stu-
dents in other teams can take each others’ exam questions.

HR IN ACTION CASE INCIDENT 1
Optima Air Filter Company: The Flood

In May 2011, Mississippi River flooding hit Vicksburg, Mississippi,
and the Optima Air Filter Company. Many employees’ homes were
devastated, and the firm found that it had to hire almost three com-
pletely new crews, one for each of its shifts. 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 to meet with Linda Lowe, a consultant from the local

HR IN ACTION CASE INCIDENT 2

university’s business school. She immediately had the old-timers
fill out a job questionnaire 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 impor-
tant, and the old-timers insisted that the lists faithfully reflected
their duties. Meanwhile, the customers clamored for their filters.

Questions
1. 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?
2. How would you have conducted the job analysis? What
should Phil do now?

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 de-
scriptions for her store managers.

As Jennifer tells it, her lessons regarding job descriptions in
her basic management and HR management courses were insuffi-
cient to fully convince her of the pivotal role job descriptions actu-
ally play in the smooth functioning of an enterprise. Many times
during her first few weeks on the job, Jennifer found herself asking
one of her store managers why he was violating what she knew to
be recommended company policies and procedures. Repeatedly,
the answers were either “Because I didn’t know it was my job”
or “Because I didn’t know that was the way we were supposed
to do it.” Jennifer knew that a job description, along with a set of
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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 rela-
tions and sales are maximized, and profitability is maintained through
effective control of labor, supply, and energy costs. In accomplishing
that general aim, a specific store manager’s duties and responsibilities
include quality control, store appearance and cleanliness, customer
relations, bookkeeping and cash management, cost control and pro-
ductivity, damage control, pricing, inventory control, spotting and
cleaning, machine maintenance, purchasing, employee safety, hazard-
ous waste removal, human resource administration, and pest control.
The questions that Jennifer had to address follow.



Questions
1. What should be the format and final form of the store manager’s
job description?
2. Is it practical to specify standards and procedures in the body
of the job description, or should these be kept separate?

3. How should Jennifer go about collecting the information
required for the standards, procedures, and job description?

4. What, in your opinion, should the store manager’s job
description look like and contain?

EXPERIENTIAL EXERCISE

The Instructor’s Job Description

Purpose: The purpose of this exercise is to give you experi-
ence in developing a job description, by developing one
for your instructor.

Required Understanding: You should understand the me-
chanics of job analysis and be thoroughly familiar with
the job analysis questionnaires in this chapter.

How to Set Up the Exercise/Instructions: Set up groups of
four to six students for this exercise. The groups should be
separated and should not converse with each other. Half of
the groups in the class will develop the job description us-
ing the job analysis questionnaire (Figure 3), and the other
half of the groups will develop it using the job description
questionnaire (Figure 7). Each student should review his
or her questionnaire (as appropriate) before joining his or
her group.

1. Each group should do a job analysis of the instruc-
tor’s job: Half of the groups will use the Figure 3 job

analysis questionnaire for this purpose, and half will
use the Figure 7 job description questionnaire.

2. Based on this information, each group will develop
its own job description and job specification for the
instructor.

3. Next, each group should choose a partner group, one
that developed the job description and job specifica-
tion using the alternate method. (A group that used
the job analysis questionnaire should be paired with a
group that used the job description questionnaire.)

4. Finally, within each of these new combined groups,
compare and critique each of the two sets of job de-
scriptions and job specifications. Did each job analy-
sis method provide different types of information?
Which seems superior? Does one seem more advanta-
geous for some types of jobs than others?

MyManagementLab

following Assisted-graded writing questions:
and paying employees as a talent management process?

Why or why not!

Go to mymanagementlab.com for Auto-graded writing questions as well as the
I.  Why, in summary, should managers think of staffing, training, appraising,
2. Do you think companies can really do without detailed job descriptions?

3.  Mymanagementlab Only - comprehensive writing assignment for this chapter.

Appendix: Enrichment
Topics in Job Analysis

ADDITIONAL JOB
ANALYSIS METHODS

JOB ANALYSIS RECORD SHEET You may encounter several
other job analysis methods. Thus the U.S. Civil Service
Commission has a standardized procedure for comparing and
classifying jobs. Information is compiled on a job analysis

record sheet. Information (such as job title) and a brief
summary of the job are listed first. Next list the job’s tasks in
order of importance. Then, for each task, specify such things
as the knowledge required (for example, the principles the
worker must be acquainted with to do his or her job), skills
required (for example, the skills needed to operate machines),
and abilities required (for example, mathematical, reasoning or
interpersonal abilities).
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U.S. DEPARTMENT OF LABOR PROCEDURE The U.S.
Department of Labor (DOL) procedure aims to provide a
standardized method for quantitatively comparing different
jobs. The heart of this analysis is a rating of each job in terms
of data, people, and things. As illustrated in Table A.1, a set of
basic activities called worker functions describes what a worker
can do with respect to data, people, and things. With respect

to data for instance, the basic functions include synthesizing,
coordinating, and copying. Note also that each worker function
has been assigned an importance level. Thus “coordinating”
is 1, and “copying” is 5. If you were analyzing the job of a
receptionist/clerk, for example, you might label the job 5, 6,
7, which would represent copying data, speaking/signaling
people, and handling things.

TABLE A.1 Basic U.S. Department of Labor (DOL) Procedure Worker Functions

Data

People

Things

0 Synthesizing
1 Coordinating
2 Analyzing
3 Compiling

0 Mentoring
1 Negotiating
2 Instructing

3 Supervising

0 Setting up

1 Precision working

2 Operating/controlling
3 Driving/operating

Basic Activities 4 Computing 4 Diverting 4 Manipulating
5 Copying 5 Persuading 5 Tending
6 Comparing 6 Speaking/signaling 6 Feeding/offbearing
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.

Source: Basic U.S. Department of Labor (DOL) Procedure Worker Functions.
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KNOWLEDGE BASE LEARNING OBJECTIVES
When you finish studying this chapter, you should be able to:

. List the steps in the recruitment and selection process.

. Explain the main techniques used in employment planning and forecasting.
. Explain and give examples of the need for branding in effective recruiting.
. Name and describe the main internal sources of candidates.

. List and discuss the main sources of outside candidates.

. Explain how to analyze recruiting effort effectiveness.

. Explain how to recruit a more diverse workforce.

No b wdNh =

INTRODUCTION

A lot of people want to work for Facebook, so the company doesn’t have to do much
employee recruiting. There's one exception, though. If you're one of the “rock-star
engineers” that Facebook wants to hire, CEO Mark Zuckerberg may personally recruit
you." Candidates who've received the “Zuckerberg treatment” tell a similar story.
Zuckerberg surprises them with an email suggesting they meet at his office. From
there he takes them up a hiking trail to a Silicon Valley lookout. Then Mr. Zuckerberg
explains why they should come to work for Facebook.



LEARNING OBJECTIVE 1

List the steps in the
recruitment and selection
process.

workforce (or employment or
personnel) planning

The process of deciding what
positions the firm will have to fill,
and how to fill them.

FIGURE 1

Steps in Recruitment
and Selection Process

PERSONNEL PLANNING AND RECRUITING

Job analysis identifies the duties and human requirements for each of the com-
pany’s jobs. Next, we must decide which of these jobs to fill, and to recruit and select
employees for them. Managers traditionally view recruitment and selection as a series
of hurdles (Figure 1):

1. Decide what positions to fill, through workforce/personnel 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
identify viable 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.

WORKFORCE PLANNING AND FORECASTING

Recruitment and selection should start with workforce planning. After all, if you don’t know
what your employment needs will be in the next few months, why should you be hiring?

Workforce (or employment or personnel) planning is the process of deciding what posi-
tions the firm will have to fill, and how to fill them. It embraces all future positions, from mainte-
nance clerk to CEO. However, most firms call the process of deciding how to fill executive jobs
succession planning.

Strategy and Workforce Planning

In either case, employment planning should reflect the firm’s strategic plans. Thus plans to enter
new businesses or reduce costs all influence the types of positions you’ll need to fill (or elimi-
nate). Strategic issues are always crucial.

In the short term, there’s not much employers can do about recessions, housing bub-
bles, or changes in consumer spending. However, employers should control their strategies.
So, knowing that the firm plans, say, to expand abroad, means making personnel plans for
hiring in the firm’s international division. The accompanying Strategic Context feature il-
lustrates this.

'I \| " \‘ :/ \‘|
Pl P po
1 1 "
Employment Recruiting: || Candidates | ' ! \ h 1 Candidate
planning and Build a pool -1 Ve -~ R -
forecasting 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.
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LEARNING OBJECTIVE 2
Explain the main
techniques used in
employment planning
and forecasting.

FIGURE 2

Linking Employer’s
Strategy to Personnel
Plans
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THE STRATEGIC CONTEXT

IBM

IBM has been transitioning from supplying mostly computers to supplying software and consulting.
Therefore (as its HR head put it), in terms of IBM'’s strategic workforce needs, “in three years, 22% of our
workforce will have obsolete skills . . .2 At IBM, workforce and succession planning therefore starts with
thinking through the skills and competencies the firm needs to execute its strategy. To do this IBM's hu-
man resource executives review with finance and other executives what sorts of skills and competencies
they'll need to execute IBM's strategic plans.? That gives the human resource team to information it needs
to formulate specific recruitment and training plans.

Figure 2 summarizes the link between strategic and personnel planning. Like all plans, per-
sonnel plans require forecasts or future estimates, in this case, of three things: personnel needs,
the supply of inside candidates, and the likely supply of outside candidates. The basic workforce
planning process is (1) to forecast the employer’s demand for labor and supply of labor; then
(2) identity supply—demand gaps, and (3) develop action plans to fill the projected gaps.

We’ll start with forecasting personnel needs.

Forecasting Personnel Needs (Labor Demand)

How many people will we need? A firm’s staffing needs reflect demand for its products or services,
adjusted for changes the firm plans to make in its strategic goals and for changes in its turnover
rate and productivity.* Forecasting workforce demand therefore starts with estimating what the de-
mand 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 more staff. Seasonal forecasts
are critical for firms such as landscaping and air-conditioning vendors. Looking out beyond a year
isn’t so easy. Managers will follow industry publications and economic forecasts closely, for instance
from the Conference Board. Predicting a rise or fall in business activity a year or two in the future
isn’t precise. However, the planning process may help you to anticipate potential changes in demand.

The basic process of 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, and financial resources. Several simple tools facilitate projecting
personnel needs, as follows.

Employer’s strategic plan
Diversify?
Integrate vertically?
Expand geographically?
On what basis should we compete?

Y Y

Financial

Employer’s Marketing and Production

functional sales plans plans plans

plans

Y Y Y Y Y

Personnel Training and Compensation Labor Security and
plans ':_ development ':_ plans : relations ': safety
plans plans plans
Y
Y Y Y
Personnel Recruitment Employee
forecasts plans selection
plans



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
determining future staff needs by
using ratios between, for example,
sales volume and number of
employees needed.

scatter plot
A graphical method used to help
identify the relationship between
two variables.

FIGURE 3

Determining the
Relationship Between
Hospital Size and Number
of Nurses

Note: After fitting the line, you
can project how many employees
you’ll need, given your projected
volume.

PERSONNEL PLANNING AND RECRUITING

TREND ANALYSIS Trend analysis means studying variations in the firm’s employment levels
over the last few years. For example, you might compute and plot the number of employees at
the end of each of the last 5 years (or perhaps the number in each subgroup like sales, production,
and administrative). The aim is to identify trends that might continue.

Trend analysis can provide an initial estimate of future staffing needs, but employment lev-
els rarely depend just on the passage of time. Other factors (like productivity, workforce demo-
graphics, and voluntary withdrawals) can help reveal impending labor force 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 productivity remains about the same. How-
ever, if, say, sales productivity were to rise or fall, the ratio of sales to salespeople would change.

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 registered nurses they’ll need.
The human resource director realizes she must determine the relationship between size of hos-
pital (in terms of number of beds) and number of nurses required. She calls eight hospitals of
various sizes and gets the following figures:

Size of Hospital (Number of Beds) Number of Registered Nurses

200 240
300 260
400 470
500 500
600 620
700 660
800 820
900 860

Figure 3 shows hospital size on the horizontal axis. It shows number of nurses on the ver-
tical axis. If these two factors are related, then the points you plot (from the data above) will
tend to fall along a straight line, as they do here. If you carefully draw in a line to minimize

(1,210)
1,200

1,000
800
600

400

Number of registered nurses

200

1 1
200 400 600 800 1,000 1,200 1,400
Hospital size (no. of beds)

111



Workforce planning
begins with forecasting
workforce needs. For
example, if a hospital
administrator expects to
expand a 500-bed hospital
to 1,200 beds over the
next 5 years, forecasting
how many registered
nurses they’ll need is
critical.

Source: Drew Myers/Corbis/Glow Images

qualifications (or skills)
inventories

Manual or computerized records
listing employees’ education,
career and development interests,
languages, special skills, and so
on, to be used in selecting inside
candidates for promotion.
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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.

Whichever forecasting tool you use, managerial judgment should play a big role. It’s rare
that any historical trend, ratio, or relationship will simply continue. You will therefore have
to modify any forecast based on subjective factors—such as the feeling that more employees
may leave.

Improving Productivity through HRIS

Computerized Personnel Forecasting

Computerized forecasts enable managers to build more variables into their personnel projec-
tions.® Thus, at Chelan County Public Utility District, the development manager built a statistical
model encompassing such things as age, tenure, turnover rate, and time to train new employees.
This model helped them quickly identify five employment “hotspots” among 33 occupational
groups at their company. This, in turn, prompted them to focus more closely on creating plans to
retain and hire, for instance, more systems ope:rators.7

With such programs, employers can more accurately translate projected productivity and
sales levels into personnel needs. Many firms particularly use computerized employee forecasting
systems for estimating short-term needs. In retailing, for instance, labor scheduling systems help
employers estimate required staffing needs based on sales forecasts and estimated store traffic.®

Forecasting the Supply of Inside Candidates

Knowing your staffing needs satisfies only half the staffing equation. Next, you have to esti-
mate the likely supply of both inside and outside candidates. Most firms start with the inside
candidates.

The main task here is determining which current employees are qualified for the projected
openings. For this, you need to know current employees’ skills sets—their current qualifications.
Some employers—especially smaller ones—do this informally. Others turn to formal qualifica-
tions (or skills) inventories. These contain data on employees’ performance records, educa-
tional background, and promotability. Whether manual or computerized, these help managers
determine which employees are available for promotion or transfer.

MANUAL SYSTEMS AND REPLACEMENT CHARTS Department managers or owners of smaller
firms often use manual devices to track employee qualifications. Thus a personnel inventory



FIGURE 4

Management
Replacement Chart
Showing Development
Needs of Potential Future
Divisional Vice Presidents

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.
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Division
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finance and production
* Executive development
course in strategic
planning
* In-house development
center—2 weeks

PRESENT PROMOTION
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I
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and development record form compiles qualifications information on each employee. The
information includes education, company-sponsored courses taken, career and development
interests, languages, desired assignments, and skills. Personnel replacement charts (Figure 4)
are another option, particularly for the firm’s top positions. They show the present performance
and promotability for each position’s potential replacement. As an alternative, you can develop
a position replacement card. For this you create a card for each position, showing possible
replacements as well as their present performance, promotion potential, and training.

COMPUTERIZED EMPLOYEE SKILLS INVENTORIES 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 SurveyAnalytics’s Skills
Inventory Software (http://www.surveyanalytics.com/) or http://www.perceptyx.com/home/
about/solutions/skills-inventories/.

Such programs help management anticipate human resource shortages, and facilitate mak-
ing employment recruitment and training plans.’

The usual process is for the employee, the supervisor, and human resource manager to enter
information about the employee’s background, experience, and skills via the system. Then, when
a manager needs a person for a position, he or she uses key words to describe the position’s speci-
fications (for instance, in terms of education and skills). The computerized system then produces
a list of qualified candidates. Computerized employee skills inventory data typically include items
like work experience codes, product knowledge, the employee’s level of familiarity with the em-
ployer’s product lines or services, the person’s industry experience, and formal education.

KEEPING THE INFORMATION PRIVATE The employer should secure all its employee data.'”
Much data is personal (such as illnesses). Legislation gives employees legal rights regarding
who has access to information about them. The legislation includes the Federal Privacy Act of
1974 (applies to federal workers), the New York Personal Privacy Act of 1985, HIPAA (regulates
use of medical records), and the Americans with Disabilities Act. Employers should keep their
manual records under lock and key.

Internet access makes it relatively easy for more people to access the firm’s computerized
files."' One solution is to incorporate an access matrix in the database management system. These
define the rights of users (such as “read only” or “write only”) to each database element. (So,
those in accounting might read only information such as an employee’s address.) Figure 5 sum-
marizes some suggestions for keeping employee data safe. A growing problem is that peer-to-peer
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FIGURE 5
Keeping Data Safe

Source: Taken from an interview
with Linda Foley, co-founder

of the ITRC. Published in
“Safeguarding HR Information”
by Dan Caterinicchia, in

HR Magazine, November

2005. Copyright © 2005 by

the Society for Human Resource
Management, Alexandria, VA.
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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.
 If someone with access to personal information is out sick or on leave, don’t hire a temporary
employee to replace him or her. Instead, bring in a trusted worker from another department.
 Perform random background checks such as random drug tests. Just because someone passed

5 years ago doesn’t mean their current situation is the same.
e Limit access to information such as SSNs, health information, and other sensitive data to HR
managers who require it to do their jobs.

file-sharing applications jump firewalls and give outsiders quick access. Pfizer Inc. lost personal
data on about 17,000 current and former employees this way.'?

Forecasting the Supply of Outside Candidates

If there won’t be enough inside candidates to fill the anticipated openings (or you want to go
outside for another reason), you will turn to outside candidates.

Forecasting the availability of outside labor (the external labor supply) depends first on
the manager’s own sense of what’s happening in the economy and in his or her industry and
locale. He or she may then supplement these observations with formal labor market analyses, for
instance, from the U.S. Bureau of Labor Statistics and from O*NET. For example, unemploy-
ment rates around 7.8% in the United States in 2012 signaled to HR managers that finding good
candidates would be easier.

Information like this is easy to find, both online and in print format. For example, look for
economic projections online, for instance, from the U.S. Congressional Budget Office (www
.cbo.gov/showdoc.cfm?index=1824&sequence=0) and the Bureau of Labor Statistics (www
.bls.gov/news.release/ecopro.toc.htm). For hard-copy formats, Bloomberg Businessweek pres-
ents a weekly snapshot of the economy on its Outlook page, as well as a yearly forecast in
December.

Your planning may also require forecasting specific occupations such as nurse or teacher. Re-
cently, for instance, there has been an undersupply of nurses. O*NET includes projections for most
occupations. The U.S. Bureau of Labor Statistics publishes annual occupational projections both
online and in the Monthly Labor Review and in Occupational Outlook Quarterly. Beyond specific
occupations, the emphasis on technologically advanced jobs means many will lack basic skills such
as communication, creativity, and teamwork. '

Talent Management and Predictive Workforce Monitoring

Traditionally, employers do formal workforce planning perhaps every year or so. However, this
will not always suffice. For instance, having failed to do much such planning for years, one firm,
Valero Energy, almost didn’t have sufficient time to gear up its new employee hiring and devel-
opment plan.

Taking a talent management approach to workforce planning requires being more proactive.
Specifically, it requires paying continuous attention to workforce planning issues. Managers call
this continuous workforce planning approach predictive workforce monitoring. Some examples
follow.

INTEL CORPORATION EXAMPLE Intel 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.'*

AMERADA HESS EXAMPLE Amerada Hess uses its Organizational Capability (OC) group to
monitor workforce attrition (such as retirement age, experience with Hess, education, etc.) and
prospective talent requirements. It “then works with the lines of business to better prepare them
for meeting changing global talent demands. The group considers how each line of business is
evolving, examines what jobs at Hess will look like in the future, identifies sources for procuring
the best talent, and assists in developing current and newly hired employees.”!?
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VALERO ENERGY EXAMPLE Valero Energy created a labor supply chain for monitoring
steps in recruiting and hiring. This includes a statistical tool that predicts Valero’s labor
needs based on past experience. It also includes computer screen “dashboards”. These show
how components in the chain, such as ads placed on job boards, are performing according
to cost, speed, and quality. In 2002, it required 41 forms to hire an employee and more than
120 days to fill a position. Each hire cost about $12,000. Now, with the new labor supply
chain tools, Valero’s human resource recruiters need few paper forms to bring an employee
on board, and the time-to-fill-an-open-position figure fell to below 40 days and cost per hire
dropped to $2,300.'°

Developing an Action Plan to Match Projected Labor Supply
and Labor Demand

Workforce planning should logically culminate in a workforce action plan. This lays out the
employer’s projected workforce demand—supply gaps, as well as staffing plans for filling the
necessary positions. The staffing plan should identify the positions to be filled, potential internal
and external sources for these positions, the required training, development, and promotional
activities moving people into the positions will entail, and the resources that implementing the
staffing plan will require. Resources might include, for instance, advertising
costs, recruiter fees, relocation costs, and travel and interview expenses.17

150 Candidates interviewed (3:2) The Recruiting Yield Pyramid

Candidates invited (4:3)

The manager should recognize that filling a relative handful of positions might
require recruiting dozens or hundreds of candidates. Employers therefore use a

Leads generated (6:1) staffing or recruiting yield pyramid as shown in Figure 6 to gauge the dimen-

FIGURE 6
Recruiting Yield Pyramid

recruiting yield pyramid

The historical arithmetic relationships
between recruitment leads and
invitees, invitees and interviews,
interviews and offers made, and
offers made and offers accepted.

employee recruiting
Finding and/or attracting applicants
for the employer’s open positions.

sions of the staffing issues it needs to address. In Figure 6, the company knows
it needs 50 new entry-level accountants next year. From experience, the firm
also knows the following:

The ratio of offers made to actual new hires is 2 to 1.

The ratio of candidates interviewed to offers made is 3 to 2.

The ratio of candidates invited for interviews to candidates interviewed is about 4 to 3.
Finally, the firm knows that of six leads that come in from all its recruiting sources, it typi-
cally invites only one applicant for an interview—a 6-to-1 ratio.

Given these ratios, the firm knows it must generate about 1,200 leads to be able to invite
200 viable candidates to its offices for interviews. It will interview about 150 of those invited,
and so on.

THE NEED FOR EFFECTIVE RECRUITING

Assuming the company authorizes you to fill a position, the next step is to build up, through re-
cruiting, an applicant pool. Employee recruiting means finding and/or attracting applicants for
the employer’s open positions.

Why Recruiting Is Important

It’s hard to overemphasize the importance of effective recruiting. 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.

High unemployment doesn’t mean recruiting is easy. For instance, even with unemployment
rates still high in 2012, many employers found it challenging getting qualified applicants. One
survey found that about two thirds of the manufacturing executives surveyed faced a “moder-
ate to severe shortage of skilled labor.”'® The head of a media and web design company with
85 employees in New York said he had 10 openings because he couldn’t find enough qualified
applicants.'” He ended up hiring virtual independent contractors, who worked, for instance from
Greece. Other employers, such as a group of manufacturers near Fort Worth, Texas banded to-
gether to create a nine week course to train prospective employees in computer numeric control
for machinists.?” The bottom line is that finding and attracting qualified candidates is never easy,
and as the economy picks up it will only become more challenging.
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LEARNING OBJECTIVE 3

Explain and give examples

of the need for branding
in effective recruiting.

LEARNING OBJECTIVE 4
Name and describe the
main internal sources of
candidates.

job posting

Publicizing an open job to
employees (often by literally posting
it on bulletin boards) and listing

its attributes, like qualifications,
supervisor, working schedule, and
pay rate.
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Developing the Brand

Even during periods of economic recession, some companies will find it easier to recruit appli-
cants than will others. Compensation and benefits are two big draws. Employers such as software
vendor SAS offer extraordinary work-life and other benefits and these benefits assumedly trans-
late into more applicants.

The employer should build its brand or reputation amongst potential applicants. At the
extreme, it is futile to spend a lot of money on recruiting if the employer’s reputation is that
it’s an awful place to work. Branding requires a multipronged approach, starting with what
the “brand” should be. 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, particular company
values, and the work environment the employer fosters.?! GE for instance stresses innova-
tion (hiring “bright, interesting people working together on new and exciting projects”).??
Word-of-mouth communications is important, and so the best branding starts in-house, by
creating an environment in which employees like to work. Being a good community citizen,
for instance by encouraging employees to involve themselves in community projects is an-
other example.

The Supervisor’s Role

The human resource manager charged with filling an open position is seldom very familiar with the
position. Someone must explain what the position entails, and what to look for. Only the position’s
supervisor can do this. For example, in addition to what the job entails now and its job specifica-
tions, the recruiter might want to know about the supervisor’s leadership style and about the work
group—is it a tough group to get along with, for instance?

INTERNAL SOURCES OF CANDIDATES

Recruiting typically brings to mind LinkedIn, employment agencies, and classified ads. However
internal sources—in other words, current employees or “hiring from within”—are often the best
source of candidates.

Using Internal Sources: Pros and Cons

Filling open positions with inside candidates has several advantages. First, there is really
no substitute for knowing a candidate’s strengths and weaknesses, as you should after
working with them for some time. Current employees may also be more committed to the
company. Morale may rise if employees see promotions as rewards for loyalty and com-
petence. And inside candidates should require /ess orientation and (perhaps) training than
outsiders.

However, hiring from within can also backfire. Rejections breed discontent; telling
them why you rejected them and what remedial actions they might take is crucial. And many
employers require managers to post job openings and interview all inside candidates. Yet the
manager often knows whom he or she wants to hire. Requiring him or her to interview a stream
of unsuspecting inside candidates can be a waste of time for everyone. Inbreeding is another
potential drawback. Here there may be a tendency to maintain the status quo, when a new
direction is required.

Finding Internal Candidates

Hiring from within ideally relies on job posting and the firm’s skills inventories. Job posting
means publicizing the open job to employees (usually by literally posting it on company intranets
or bulletin boards). These postings list the job’s attributes, like qualifications, supervisor, work
schedule, and pay rate. Qualifications skills banks may reveal persons who have the right skill
sets for the open job.

Rehiring

Rehiring separated employees has pros and cons. On the plus side, former employees are known
quantities and are already familiar with how you do things. On the other hand, employees who
you let go may return with negative attitudes. A recent survey found that about 26% of employers
who had laid people off recently planned to bring some back.?



succession planning

The ongoing process of
systematically identifying, assessing,
and developing organizational
leadership to enhance performance.

PERSONNEL PLANNING AND RECRUITING

In any event, you can reduce adverse reactions. After employees have been back on the
job for a while, credit them with the years of service they had accumulated before they left. In
addition, inquire (before rehiring them) about how they feel about returning: “You don’t want
someone coming back who feels they’ve been mistreated,” said one manager.**

Succession Planning
Hiring from within is particularly important when it involves filling the employer’s top posi-
tions. Doing so requires succession planning—the ongoing process of systematically identify-
ing, assessing, and developing organizational leadership to enhance performance.”> About 36%
of employers have formal succession planning programs.>® Succession planning should conform
to basic talent management principles. In particular, the key is to create a profile of the compe-
tencies that the firm’s strategy will require the new CEO to have. Then use that profile to formu-
late an integrated development/appraisal/selection package for potential candidates.

In any case, the basic process is to identify key needs, develop candidates, and assess and
choose those to fill the key positions.?’

IDENTIFY KEY NEEDS First, based on the company’s strategic and business plans, top
management and the HR director identify what the company’s future key position needs will
be. Matters to address at this stage include defining key positions, defining “high potentials,”
enlisting top management support, and reviewing the company’s current talent. (Thus, plans to
expand abroad may suggest bulking up the international division.)*

DEVELOP INSIDE CANDIDATES After identifying future key positions, management turns to
creating candidates for these jobs. “Creating” means providing the inside or outside candidates
you identify with the developmental experiences they require to be viable candidates. Employers
develop high-potential employees through internal training and cross-functional experiences, job
rotation, external training, and global/regional assignments.>’

ASSESS AND CHOOSE Finally, succession planning requires assessing these candidates and
selecting those who will actually fill the key positions.*

Improving Productivity through HRIS

Succession and Talent Planning Systems

More large employers use software to facilitate succession planning and talent management.
These systems “[c]apture and search for information about employee competencies, skills, cer-
tifications, and experience . . . [and] [a]ssess employees on key areas of leadership potential, job
performance, and risk of leaving; [and] [t]arget employees for future roles.”*' As the user of one
such system said, “The [SumTotal] platform allows us to track and assess the talent pool and pro-
mote people within the company. Our latest metrics show that 75% of key openings are fulfilled
by internal candidates. The succession module helps us to identify who the next senior managers
could be and build development plans to help them achieve their potential.”*

Succession planning is part of talent management. When a new president took over at Dole
Food Co., his strategy involved reducing redundancies and centralizing certain activities, includ-
ing succession planning.*

Technology helped Dole do this. It contracted with application system providers (ASPs) to
handle things like payroll management. For succession management, Dole chose software from
Pilat NAI, which 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, including competencies
and career interests, and note geographic restrictions.

Once the manager provides his or her input, the program notifies that manager’s boss.
The latter then assesses the subordinate and indicates whether the person should be promoted.
Dole’s head of human resources uses the information to create career development plans for each
manager.**

SOURCES OF OUTSIDE CANDIDATES

Firms can’t always get all the employees they need from their current staff, and sometimes they
just don’t want to. Often, they turn to outside candidates.
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FIGURE 7

Some Top Online
Recruiting Job Boards

Source: www.quintcareers.com/
top_10_sites.html, accessed
April 28, 2009. Used with

permission of QuintCareers.com.
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Recruiting via the Internet

For most employers and for most jobs, Internet-based recruiting is by far the recruiting source
of choice.*® For example, restaurant chain The Cheesecake Factory gets about a third of its man-
agement applicants via the Web. Most employers recruit through their own websites or use job
boards. Figure 7 highlights some top online recruiting job boards. Job boards account for about
12% of recent hires. Other major sources include company websites, and referrals, plus others
such as temp to hire, rehires, and employment agencies. Increasingly, employers also use niche
job boards such as jobsinsports.com and vetjobs.com.*

One problem is that many job board applicants don’t meet the job’s qualifications. One
recruiter said, “[R]ecruiters had to put in all this extra time to read [useless] applications.” This
company now has recruiters dig through social websites (like LinkedIn) and competitors’ publica-
tions to find applicants.’” (Twenty-eight percent of applicants recently surveyed found their most
recent job through word of mouth, 19% through online job boards, 16% from direct approaches
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from employers and employment services, 7% through print ads, and only 1% through social
media sites. Yet 22% said they still use sites like LinkedIn to search for jobs).*®

In any event, employers are pursuing other online options. The CareerBuilder.com iPhone
app offers a unique way to search nearly 2 million jobs on CareerBuilder.com, the largest U.S.
job site.® Users can 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. Users may direct it to
search only for jobs near where they are located, and the application displays a map of where
each job is located.

Recruiting for professionals and managers is shifting from job boards to social networking
sites such as Facebook, Twitter, and LinkedIn.* For example, Science Applications Interna-
tional Corp. cut the job boards it uses. Now its recruiters search for candidates on professional
social networks instead. One Massachusetts staffing firm uses its Facebook and LinkedIn pages
to announce openings. Other firms use Twitter to announce job openings to jobseekers who
subscribe to their Twitter feeds.*' LinkedIn facilitates developing personal relationships for
networking and referrals.*?

As another example, accountants Deloitte Touche Tohmatsu Ltd. asked employees to make
short videos describing their experiences with Deloitte, and posted the best on YouTube.** Monster
has a tool that helps employers integrate streaming video into their job postings.** Facebook makes
it easy to start a company networking site, which many employers use for recruiting purposes.*

ResumePal, from the career site JobFox (www.jobfox.com/), is another recruiting innova-
tion. ResumePal is an online standard universal job application. Jobseekers submit it to partici-
pating employers, who can then use the standardized application’s keywords to identify viable
candidates more easily.*® McDonald’s Corp. posted a series of employee testimonials on social
networking sites like Second Life as a way to attract applicants.*’” Other employers simply screen
through job boards’ résumé listings.*®

TEXTING Some employers use text messaging to build an applicant pool. For example, at one
conference, Hewitt Associates asked attendees to text message hewdiversity to a specific number.
Each person texting became part of Hewitt’s “mobile recruiting network,” periodically receiving
text messages regarding Hewitt openings.*’

THE DOT-JOBS DOMAIN 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. This takes them to Disney’s Disneyland recruiting
website.

VIRTUAL JOB FAIRS Virtual (fully online) job fairs are another option. For example, the magazine
PR Week organized such a fair for about a dozen public relations employers. At a virtual job fair,
online visitors see a setup very similar 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, HR managers, and even hiring managers.*

TRENDS IN ONLINE RECRUITING By some estimates, U.S. employers’ outlays on online
recruitment could exceed $10 billion per year by 2016. Employers and vendors are therefore
working hard to optimize online recruiting’s results.>!

Modern online recruiting trends fall into three basic categories. The first is the virtual office
tour. In China, for instance the local office of Accountants Deloitte Touche Tohmatsu Ltd. posted
a virtual office tour on Weibo, which is similar to Twitter’s messaging service. People visiting
the site can virtually enter each of the company’s offices in Asia, for instance walking through
meeting rooms and talking virtually with local employees, to get a feel for what working in that
office is like. Also in China, Marriott International is launching a career interests social game on
Renren (similar to Facebook). The aim here is to give prospective entry-level employees a better
feel for what it’s like to actually run a hospitality business.

Intelligent automated résumé screening is the third category. As we will see, employ-
ers have long used online applicant tracking software to identify likely candidates based on
résumé keywords or phrases (such as “chemical engineer”). However, basic keyword screens
like these won’t necessarily zero in on potential candidates who are the best fit for the hir-
ing employer and job. Start-up websites as well as established recruiting companies such as
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monster.com are therefore taking automated résumé screening to the next level. For example,
rather then just trying to find a match based on keywords, monster.com’s new 6Sense résumé
search tool aims to better “understand” the applicant’s job preferences (based on things such
as the person’s job history,) and to thereby better match applicants with available jobs. Other
services (as noted) such as Jobfox, have applicants and employers complete detailed ques-
tionnaires so that (as with online dating sites) there’s hopefully a better potential match, for
instance in terms of work life preferences.

ONLINE RECRUITING PROS AND CONS Web-based recruiting generates more responses quicker
and for a longer time at less cost than just about any other method. But, it has two big potential
problems.

First, fewer older people and some minorities use the Internet, so online application gath-
ering may inadvertently exclude disproportionate numbers of older applicants (and certain
minorities).>?

The second problem is a deluge of résumés. The key is getting qualified applicants. Job ap-
plicants view ads with more specific job information as more attractive and more useful.”® The
Cheesecake Factory lists detailed job duties, so those not interested need not apply. Another
approach is to have job seekers complete a short online prescreening questionnaire. They 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.

USING APPLICANT TRACKING Online ads tend to generate so many applicants that most firms
use applicant tracking systems to support their on- and offline recruiting efforts. Applicant
tracking systems (from firms such as Taleo Corp. and iTrack Solutions) 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 are from application
service providers (ASPs). The latter are companies that provide employers with online services
by enabling the employer’s applicants or employees to use the ASP’s servers as if they’re using
the employer’s own. For example, applicants who apply or log on to take a test at the employer are
actually applying and taking the test at the ASP’s site.’” Major suppliers of e-recruiting services
include Automatic Data Processing (ADP.com), HRSmart (hrsmart.com), Silkroad Technology
(silkroad.com), and Monster (monster.com).’®

IMPROVING ONLINE RECRUITING EFFECTIVENESS Again, attracting qualified applicants is
crucial. Most Standard & Poor’s 500 companies place employment information one click away
from their home pages.” Applicants can submit their résumés online at almost all Fortune
500 firms’ websites. Fewer companies give job seekers the option of completing online
applications, although that’s what most applicants prefer.*

One survey of 256 alumni from graduate business schools showed why many firms’ Web-
based recruiting turned them off:

Job openings lacked relevant information (such as job descriptions).

Difficulty in posting résumés in the form required.

Many respondents expressed concerns about the privacy of the information.

Slow feedback from the employers (in terms of follow-up responses and receiving online
applications) was annoying.®!

Furthermore, the best Web ads don’t just transpose newspaper ads to the Web. As one spe-
cialist put it, “[G]etting recruiters out of the ‘shrunken want ad mentality’ is a big problem.”
Figure 8 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 8. It uses compelling keywords such as “make
this a better world.” 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 em-
ployers often include the entire job description.®® Ideally, an ad also should provide a way (such
as a checklist of the job’s human requirements) for potential applicants to gauge if the job is a
good fit.®*
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Ineffective Ad, Recycled from

Magazine to the Web Effective Web Ad (Space Not an Issue)
Process Engineer Pay: $65k—$85k/year Do you want to help us make this a better world?
Immediate Need in Florida for a Wastewater We are one of the top wastewater treatment
Treatment Process Engineer. Must have a min. | companies in the world, with installations from
4-7 years Industrial Wastewater exp. Reply Miami to London to Beijing. We are growing
KimGD @ WatersCleanX.com fast and looking for an experienced process

engineer to join our team. If you have at least
4-7 years’ experience designing processes for
wastewater treatment facilities and a dedication
to make this a better world, we would like to
hear from you. Pay range depending on experi-
ence is $65,000-$85,000. Please reply in confi-
dence to KimGD @ WatersCleanX.com

Advertising
While online recruiting is replacing help wanted ads, a glance at almost any paper or busi-
ness or professional magazine will confirm that print ads are still popular. To use help wanted
ads successfully, employers should address two issues: the advertising medium and the ad’s
construction.

THE MEDIA The best medium—the local paper, the Wall Street Journal, the Web (or some
other)—depends on the position. 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, you can advertise in trade and professional journals like
American Psychologist, Sales Management, Chemical Engineering, and Women’s Wear Daily.
Help wanted ads in papers like the Wall Street Journal and the International Herald Tribune 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.

In addition to using YouTube recruiting videos, Electronic Arts (EA), a video game publisher,
uses its products to help solicit applicants.> EA includes information about its internship program
on the back of its video game manuals. It then uses tracking software to identify applicants with
specific skills, and to facilitate ongoing e-mail communications with everyone in its database.

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. Figure 9 shows
an ad. Why does this ad attract attention? The phrase “next key player” helps. Employers usually
advertise key positions in display ads like this.

Next, you can create interest with lines such as “Are you looking to make an impact?” or use
other aspects of the job, such as its location.

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.” (Of course, the ad
should also comply with equal employment laws, avoiding features like “man wanted.”)

If the job has big drawbacks, then consider a realistic ad. When the New York City Chil-
dren’s Services Administration was having problems with employee retention, it began using
these ads: “Wanted: men and women willing to walk into strange buildings in dangerous neigh-
borhoods, [and] be screamed at by unhinged individuals. . . .” Realism reduces applicants, but
improves employee retention.®
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FIGURE 9
Help Wanted Ad That Are You Our Next Key Player?

Draws Attention

PLANT CONTROLLER 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"2 Our client, a growing
Northern New Jersey manufacturer with two locations, needs a high-energy,
selfinitiating, technically competent Plant Controller. Your organizational skills
and sfrong understanding of general, cosf, and manufacturing accounting are
a must. We are not looking for a delegator, this is a handson position. If you
have a positive cando attitude and have what it takes to drive our accounting
function, read ohl

Source: Giombetti Associates,
Hampden, MA. Reprinted with
permission.

Responsibilities and Qualifications:

® Monthly closings, management reporting, product cosfing, and
annual budget.

e Accurate inventory valuations, yearend physical inventory, and
infernal 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
to influence people, situations, and circumstances.

If you have what it takes to be our next key player, tell us in your cover lefter,
“Beyond the beans, what is the role of a Plant Controller2” 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 fo:

Ross Giombetti

Giombetti Associates /e D\

2 Allen Street, P.O. Box 720

Hum!:den, MA OI'! 036@ . QL%W
Email: Rossgi Hi@gi ti com

Fax: (413) 566-2009

Employment Agencies

There are three main types of employment agencies: (1) public agencies operated by federal,
state, or local governments; (2) agencies associated with nonprofit organizations; and (3) pri-
vately owned agencies.

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

Every state has a public,
state-run employment
service agency.

Source: Mark Buckner/MCT/Newscom
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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. Counselors will visit an employer’s work site, review the em-
ployer’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/educational services centers.®” One user said, “I’'ve made this place like a
second home”®® At Oregon State’s centers, job seekers use “iMatch” skills assessment software,
while employers use the center’s online recruitment tools.*” More employers 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 agen-
cies 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 in their offices)

for each applicant they place. Most are “fee-paid” jobs, in which the employer pays the fee.
Reasons to use such agencies include:

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 an opening 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 devote 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 respon-
sible for hiring, who may in turn naively hire them. Conversely, improper screening at the agency
could block potentially successful applicants.

To help avoid problems:

[y

. Give the agency an accurate and complete job description.

2. Make sure tests, application blanks, and interviews are part of the agency’s selection
process.

3. Periodically review EEOC data on candidates accepted or rejected by your firm, and by the
agency.

4. Screen the agency. Check with other managers to find out which agencies have been the
most effective at filling the sorts of positions you need filled. Review the Internet and
classified ads to discover the agencies that handle the positions you seek to fill.

5. Supplement the agency’s reference checking by checking at least the final candidate’s

references yourself.

Temp Agencies and Alternative Staffing

Employers increasingly supplement their permanent workforces by hiring contingent or tempo-
rary workers, often through temporary help employment agencies. Also known as part-time or
Jjust-in-time workers, the contingent workforce is big and growing. Recently, about 26% of all
jobs private-sector employers added were temporary positions, two to three times the compa-
rable figures for the last two recessions.

Several things contribute to the trend toward using more temporary employees. One is con-
tinuing weak economic confidence among employers. Another is the trend towards organizing
around short-term projects. For example, Makino, which manufactures machine tools, now out-
sources the installation of large machines to contract firms, who in turn hire temps to do the
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installations. Flexibility is another concern, with more employers wanting to quickly reduce
employment levels if the economic turnaround proves short-lived.”!

The contingent workforce isn’t limited to clerical or maintenance staff. It includes thousands
of engineering, science, or management support occupations, such as temporary chief financial
officers, human resource managers, and chief executive officers.

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 em-
ployer usually pays these people directly, as it does all its employees, but classifies them sepa-
rately, as casual, seasonal, or temporary employees, and often pays few if any benefits.”” The
other approach is to have a temp agency supply the employees. 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, ensure that basic policies and procedures are in
place.” For example, with temps, the time sheet is not just a verification of hours worked. It’s
usually also 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? Did you get a document from the agency stating the agency doesn’t discriminate
when filling temp orders? Checking a temporary agency’s references and its listing with the
Better Business Bureau is advisable.”

LEGAL AND OTHER TEMP GUIDELINES Several years ago, federal agents rounded up about
250 illegal “contract” cleaning workers in 60 Walmart stores. The raid underscores the need to
understand the status of the contract employees who work on your premises.” The fact that they
actually work for a temp company is no excuse. With certain exceptions, employees of temporary
staffing firms working in an employer’s workplace will be considered employees both of the
agency and of the employer (who thus become “co-employers”).”® Is the employer liable? This
basically comes down to the degree to which its supervisors control the temp employee’s activities.
So, for example, have the staffing agency handle training and set pay rates and time-off policies.

Employers can take other steps to minimize contingent worker risks. For example, require
the staffing agency to follow the hiring employer’s background checking process and to assume
the legal risks if the employer and agency are found to be co-employers. Keep a careful count of
how many temporary employees and independent contractors the company actually has. Screen
and supervise temporary employees with an understanding that they may have access to your
firm’s intellectual property and computer systems.”’

WHAT SUPERVISORS SHOULD KNOW ABOUT TEMPORARY EMPLOYEES’ CONCERNS To make
temporary relationships successful, managers supervising temps should understand these employees’
main concerns. In one survey, five key concerns emerged. Temporary workers said they were:

1. Treated by employers in a dehumanizing way.

2. Insecure about their employment and pessimistic about the future.

3. Worried about their lack of insurance and pension benefits.

4. Misled about their job assignments and whether temporary assignments were likely to be-
come full time.

5. “Underemployed” (particularly those trying to return to the full-time labor market).”

ALTERNATIVE STAFFING 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 workers like engineers, who
are supplied for long-term projects under contract from an outside technical services firm).

Offshoring and Outsourcing Jobs

Rather than bringing people in to do the company’s jobs, outsourcing and offshoring send the
jobs out. Outsourcing means having outside vendors supply services (such as benefits manage-
ment, market research, or manufacturing) that the company’s own employees previously did
in-house. Offshoring is a narrower term. It means having outside vendors or employees abroad
supply services that the company’s own employees previously did in-house.
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Outsourcing and offshoring are both contentious. Particularly in challenging economic
times, employees, unions, legislators, and even many business owners feel that “shipping jobs
out” (particularly overseas) is ill-advised. That notwithstanding, employers are sending more
jobs out, and not just blue-collar jobs. For example, GE’s transportation division announced that
it was shifting 17 mid-level drafting jobs from Pennsylvania to India.”

Sending out jobs, particularly overseas, presents employers with some special challenges.
There is the potential for political unrest. Others include the likelihood of cultural misunder-
standings (such as between your home-based customers and the employees abroad); 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 overseas wages, higher oil prices, and qual-
ity issues are prompting more U.S. employers to bring jobs back home.*’ The bottom line is that
outsourcing and offshoring don’t always produce the savings one hopes for.

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 techni-
cal positions. For executive positions, headhunters may be your only source of candidates. The
employer always pays the fees.

There are two types of executive recruiters—contingent and retained. 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 regardless 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 $50,000 to $150,000 range. Whether retained or contingent, 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.®?

Executive recruiters are using more technology. The challenging part of recruiting has always
been finding potential candidates—to find, say, “a sales manager with experience in chemical
engineered products.” Internet-based databases now dramatically speed up such searches. Execu-
tive recruiters are also becoming more specialized. The large ones are creating new businesses
aimed at specialized functions (such as sales) or industries (such as oil products). So, it’s advis-
able to look first for a specialist.

PROS AND CONS Recruiters bring a lot to the table. They have many contacts and are especially
adept at finding qualified employed candidates who aren’t actively looking to change jobs. They
can keep your firm’s name confidential until late into the search process. The recruiter can save
top management’s time by finding and screening 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 who fill the bill. The employer must explain completely what sort of can-
didate is required—and why. Some recruiters also may be more interested in persuading you to hire
a candidate than in finding one who will really do the job. Understand that one or two of the “final
candidates” may actually just be fillers to make the recruiter’s one “real” candidate look better.

GUIDELINES In choosing a recruiter, guidelines include:*

1. Make sure the firm is capable of conducting 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.**

Meet the individual who will actually handle your assignment.

Make sure to ask how much the search firm charges. Get the agreement in writing.*

Make sure the recruiter and you see eye to eye on what sort of person you need for the position.
Never rely solely on the executive recruiter (or other search professional, such as employ-
ment agency) to do all the reference checking. Certainly let them check the candidates’
references, but get notes of these references in writing from the recruiter (if possible). And,
in any event, check at least the final candidate’s references yourself.

2.
3.
4.
5.
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On-Demand Recruiting Services

On-demand recruiting services (ODRS) provide short-term specialized recruiting assistance to
support specific projects without the expense of retaining traditional search firms. They are paid
by the hour or project, instead of a percentage fee. For example, when the human resource man-
ager for a biotech firm had to hire several dozen people with scientific degrees and experience in
pharmaceuticals, she used an ODRS firm. A traditional recruiting firm might charge 20% to 30%
of each hire’s salary, a prohibitive amount for a small company. The ODRS firm charged by time,
rather than per hire. It handled recruiting and prescreening, and left the client with a short list of
qualified candidates.

College Recruiting

College recruiting—sending an employer’s representatives to college campuses to prescreen
applicants and create an applicant pool from the graduating class—is an important source of
management trainees and professional and technical employees. One study several years ago
concluded, for instance, that new college graduates filled about 38% of all externally filled jobs
requiring a college degree.®’

The problem is that on-campus recruiting is expensive and time-consuming. Schedules must
be set well in advance, company brochures printed, interview records kept, and much time spent
on campus. And recruiters themselves are sometimes ineffective. Some recruiters are unpre-
pared, show little interest in the candidate, and act superior. Many don’t screen candidates effec-
tively. Employers need to train recruiters in how to interview candidates,
how to explain what the company has to offer, and how to put candidates
at ease. And even more than usual, the recruiter needs to be personable.88
GE hires 800 to 1,000 students each year from about 40 schools, and uses
teams of employees and interns to build GE’s brand at each school. Simi-
larly, IBM has 10 recruiting staff who focus on improving the results of
IBM’s on-campus recruiting efforts.*

ON-CAMPUS RECRUITING GOALS The campus recruiter has two main
goals. One is to determine if a candidate is worthy of further consideration.
Usual traits to assess include communication skills, education, experience,
and interpersonal skills. The other aim is to attract good candidates. A sincere
and informal attitude, respect for the applicant, and prompt follow-up letters
can help sell the employer to the interviewee. Employers who send effective
recruiters to campus and build relationships with opinion leaders such as
career counselors and professors have better recruiting results.”

Building close ties with a college’s career center can help employers
achieve these goals. Doing so provides recruiters with useful feedback
regarding things like labor market conditions and the effectiveness of
one’s on- and offline recruiting ads.”’ Shell Oil reduced the list of schools
its recruiters visit, using factors such as quality of academic program,
number of students enrolled, and diversity of the student body.”

THE ON-SITE VISIT Employers generally invite good candidates to the
office or plant for an on-site visit. The invitation should be warm but
businesslike, and should give the person a choice of dates to visit. Have
someone meet the applicant, preferably at the airport or at his or her hotel,
and act as host. A package containing the applicant’s schedule as well
as other information regarding the company—such as annual reports and
employee benefits—should be waiting for the applicant at the hotel.

Plan the interviews and adhere to the schedule. Avoid interruptions; give the candidate the
undivided attention of each person with whom he or she interviews. Have another recently hired
graduate host the candidate’s lunch. Make any offer as soon as possible, preferably at the visit. If
this is not possible, tell the candidate when to expect a decision. Frequent follow-ups to “find out
how the decision process is going” may help to tilt the applicant in your favor.

A study of 96 graduating students reveals some other things to watch out for. For example,
53% said “on-site visit opportunities to meet with people in positions similar to those applied
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for, or with higher-ranking persons” had a positive effect. Fifty-one percent mentioned, “Impres-
sive hotel/dinner arrangements and having well-organized site arrangements.” “Disorganized,
unprepared interviewer behavior, or uninformed, useless answers” turned off 41%. Forty percent
mentioned “unimpressive cheap hotels, disorganized arrangements, or inappropriate behavior of
hosts” as negatives.”?

INTERNSHIPS Many college students get their jobs through college internships. Internships
can be win—win situations. For students, it may mean being able to hone business skills, learn
more about potential employers, and discover their career likes (and dislikes). And employers
can use the interns to make useful contributions while evaluating them as possible full-time
employees. Recently, about 60% of internships turned into job offers.”* Unfortunately, with the
recent recession, many unemployed grads have taken unpaid internships, only to find they are
doing little more than cleaning office closets and getting managers lunches.”

Referrals and Walk-Ins

Employee referral campaigns are an important recruiting option. Here the employer posts an-
nouncements of openings and requests for referrals on its website, bulletin board, and/or wall-
boards. It often offers prizes or cash awards for referrals that lead to hiring. For example, health
care giant Kaiser Permanente says, “Our employee referral program encourages you to introduce
your talented friends, family members, or former colleagues to career opportunities at Kaiser
Permanente.” Referring someone for one of its “award-eligible positions” can produces bonuses
of $3,000 or more.”® The Container Store uses a successful variant of the employee referral cam-
paign. They train their employees to recruit new employees from among the firm’s customers.

PROS AND CONS The big advantage here is that referrals tend to generate “more applicants,
more hires, and a higher yield ratio (hires per applicants).””’ Current employees will usually
provide accurate information about the job applicants they are referring, since they’re putting
their own reputations on the line. The new employees may also come with a more realistic picture
of what the firm is like. A survey by the Society for Human Resource Management (SHRM)
found that of 586 employer respondents, 69% said employee referral programs are more cost-
effective than other recruiting practices, and 80% specifically said they are more cost-effective
than employment agencies.”®

There are a few things to avoid. If morale is low, you probably should address that prior to
asking for referrals. And if you don’t hire someone, explain to your employee referrer why you
did not hire his or her candidate. And, as we saw, relying on referrals might be discriminatory.

WALK-INS Particularly for hourly workers, walk-ins—direct applications made at your
office—are a big source of applicants. From a practical point of view, simply posting a “Help

T.he @ '
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Wanted” sign outside the door may be the most cost-effective way of attracting good local
applicants. Treat walk-ins courteously and diplomatically, 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.” Particularly in challenging times, you’ll also receive many unsolicited
application letters from professional and white-collar applicants. These can be good sources
of leads. Good business practice requires answering all letters of inquiry from applicants
promptly and courteously.

Telecommuters

Telecommuters are another option. For example, JetBlue Airways uses at-home agents to handle
its reservation needs. These JetBlue employee “crewmembers” live in the Salt Lake City area
and work out of their homes. They use JetBlue-supplied computers and technology, and receive
JetBlue training.”

Military Personnel

Returning and discharged U.S. military personnel provide an excellent source of trained recruits.
Several military branches have programs to facilitate soldiers finding jobs. For example, the U.S.
Army’s Partnership for Youth Success enables someone entering the Army to select a post-Army
corporate partner for an employment interview as a way to help soldiers find a job after leaving
the Army.'"

Recruiting Source Use and Effectiveness

Research reveals several guidelines employers can use to improve their recruiting efforts’ effec-
tiveness (see Table 1). For example, referrals from current employees yield applicants who are
less likely to leave and more likely to perform better.'"!

TABLE 1 Recruitment: Practical Guidelines for Managers

Recruitment Research Finding® Practical Guidelines for Managers

The recruitment source affects the characteristics ~ Use sources such as referrals from current
of applicants you attract. employees.

Recruitment materials have a more positive Provide applicants with information on aspects of

impact if they contain more specific information.

Organizational image influences applicants’
initial reactions.

Applicants with a greater number of job oppor-
tunities are more attentive to early recruitment
activities.

Realistic job previews that highlight both the
advantages and the disadvantages of the job
reduce subsequent turnover.

Applicants will infer (perhaps erroneous) infor-
mation about the job and company if the infor-
mation is not clearly provided by the company.

Recruitment source also has a significant effect
on reducing turnover.

the job that are important to them, such as salary,
location, and diversity.

Ensure all communications provide a positive mes-
sage regarding the attractiveness of the organization
as a place to work.

Ensure initial recruitment activities (e.g., website,
brochure, on-campus recruiting) are attractive to
candidates.

Provide applicants with a realistic picture of the job
and organization, not just the positives.

Provide clear, specific, and complete information in
recruitment materials so that applicants do not make
erroneous inferences about the job.

Individuals recruited through personal recruitment
sources such as employee referral programs are less
likely to terminate their employment early.

Selected research principles from M. S. Taylor and & C. J. Collins (2000), Strategic Recruitment,

in C. L. Cooper & E. A. Locke. (Eds.) I/O Psychology: Practice and Theory Book. Oxford: Blackwell.
Source: “Attracting and Selecting: What Psychological Research Tells Us” by Ann Marie Ryan and
Nancy Tippins, from Human Resource Management, Winter 2004, Volume 43(4). Copyright © 2004
by Wiley Periodicals, Inc. Reprinted with permission of Wiley, Inc.
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Evidenced-Based HR: Measuring Recruiting Effectiveness

Is it more cost-effective for us to advertise for applicants on the Web or in Sunday’s paper?
Should we use this employment agency or that one? One survey found that only about 44% of
the 279 firms surveyed formally evaluated their recruitment efforts.'*

Quantitative analysis is imperative. Recruiting metrics include applicants generated
through each recruitment source,'® new-hire job performance, new-hire failure rate, new-hire
turnover, training success, vacancy rates (open positions divided by all positions), time to fill
(days between when the vacancy was posted and the position was filled), cost per hire of hiring
one position, selection ratios (number of the group selected divided by total number recruited),
and turnover rates (number of employees leaving the firm divided by total number of positions
in the company).'®

One problem is that more applicants are not always better. Someone hiring five engineers
probably won’t be twice as selective with 20,000 applicants as with 10,000. An Internet
ad may generate thousands of applicants, many unqualified. The employer needs qualified,
hirable applicants, not just applicants. Even with computerized prescreening and applicant
tracking software, Internet recruiting still means more applicants to screen.'® The appli-
cant tracking system should help compare recruiting sources, but many do not.'° The ac-
companying HR as a Profit Center illustrates the role human resources can play in boosting
profitability.

HR AS A PROFIT CENTER

GE Medical Recruitment Process Outsourcing (RPO) Example

GE Medical hires about 500 technical workers a year to make sophisticated medical devices such as CT scan-
ners. GE Medical must compete for talent with the likes of Microsoft. However, it has cut its hiring costs by
17%, reduced time to fill the positions by 20% to 30%, and cut in half the percentage of new hires who
don’t work out.'”’

GE Medical’s HR team accomplished this in part by applying some of its purchasing techniques
to its dealings with recruiters. For example, it called a meeting and told 20 recruiters that it would
work with only the 10 best. To measure “best,” the company created measurements inspired by
manufacturing techniques, such as “percentage of résumés that result in interviews” and “percent-
age of interviews that lead to offers.” Similarly, GE Medical discovered that current employees are
very effective as references. For instance, GE Medical interviews just 1% of applicants whose résumés
it receives, while 10% of employee referrals result in actual hires. So GE Medical took steps to double
the number of employee referrals. It simplified the referral forms, eliminated bureaucratic submission
procedures, and added a small reward like a Sears gift certificate for referring a qualified candidate.
GE also upped the incentive—$2,000 if someone referred is hired, and $3,000 if he or she is a soft-
ware engineer.'™

GE is also moving to cut costs by using recruitment process outsourcers. Recruitment process
outsourcers (RPOs) are special vendors that handle all or most of an employer’s recruiting tasks and
needs. RPOs became more popular during the recent recession. Employers were understandably re-
luctant to hire employees or to keep the in-house recruiters needed to do such recruiting. RPOs usu-
ally sign short-term contracts with the employer, and receive a basic monthly fee that varies with the
amount of actual recruiting the employer needs done. Employers like GE can therefore easily ramp up
or ramp down its recruiting expenses, rather than pay the relatively fixed costs of an in-house recruit-
ment office."%®

Improving Productivity through HRIS
An Integrated Approach to Recruiting

Ideally, the employer’s integrated computerized recruitment system should include several ele-
ments: a requisition management system, which handles requisition, routing, approval, and post-
ing of job openings; a recruiting solution, to handle job advertisements, recruitment marketing,
applicant tracking, and online recruitment vendor management, aimed at improving applicant
pool quality; screening services, such as skills and behavioral testing services; and hiring man-
agement software to capture and manage candidate information.'”
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RECRUITING A MORE DIVERSE WORKFORCE

Recruiting a diverse workforce isn’t just socially responsible. Given the increase in minority,
older worker, and women candidates, it is a necessity. The recruiting tools we have described to
this point are certainly useful for minority and other applicants, too. However, recruiting a more
diverse workforce requires several special steps, to which we now turn.''

Single Parents

Recently, about 65% of single mothers with children at home were in the workforce, while about
80% of single fathers were similarly employed. Being a single parent isn’t easy. Recruiting
them requires understanding the problems they face in balancing work and family life."'' In one
survey,

Many described falling into bed exhausted at midnight without even minimal time for
themselves. . . . They often needed personal sick time or excused days off to care for sick
children. As one mother noted, “I don’t have enough sick days to get sick.”!!?

Given such concerns, the first step in attracting (and keeping) single parents is to make the
workplace user friendly.'"® This includes supportive supervisors.''* Many firms have family-
friendly programs that aren’t extensive enough for single parents. For example, flextime programs
provide employees some flexibility (such as 1-hour windows at the beginning or end of the day)
around which to build their workdays. The problem is that for many single parents this may not
be enough. CNN even offered a Work/Life Balance Calculator (www.cnn.com/2008/LIVING/
worklife/06/04/balance.calculator/) to assess how far out of balance one’s life may be.'"

Flexible work schedules and child care benefits are thus just two big single-parent mag-
nets. In addition, a supportive supervisor can make the single parent’s work—home balancing
act more bearable.

Older Workers

When it comes to hiring older workers, employers don’t have much choice.''® Over the next
few years, the fastest-growing labor force segment will be those from 45 to 64 years old. Those
ages 25 to 34 will decline by almost 3 million, reflecting fewer births in the late 1960s and early
1970s. On the positive side, a survey by AARP and SHRM concluded that older workers tend to
have lower absenteeism rates, more reliability, and better work habits than younger workers.'"”
Firms like Home Depot capitalize on this by hiring older employees, who “serve as a powerful
draw to baby boomer shoppers by mirroring their knowledge and perspective.”''®

It therefore makes sense for employers to encourage older workers to stay (or to come to work
for the company). Doing so involves several things. The big one is to provide opportunities for flexible
(and often abbreviated) work schedules. One survey found that flexibility was the main concern for
71% of baby boomers, with those who continue working preferring to do so part time.''” At one com-
pany, workers over 65 can progressively shorten their work schedules; another company uses “mini-
shifts” to accommodate those interested in working less than full time. Other suggestions include:

Phased retirement that allows workers to ease out of the workforce.

Portable jobs for “snowbirds” who wish to live in warmer climates in the winter.
Part-time projects for retirees.

Full benefits for part-timers.'?

As always in recruiting, projecting the right image is essential. For example, writing the ad
so that it sends the message “we’re older-worker friendly” is important. The most effective ads
emphasize schedule flexibility and accentuate the firm’s equal opportunity employment state-
ment. This is much more effective than adding statements about giving retirees opportunities to
use their knowledge in the new work setting.'*!

Recruiting Minorities

The same prescriptions that apply to recruiting older workers apply to recruiting minorities. In
practice, this requires a three-part effort: Understand the recruitment barriers, formulate the re-
quired recruitment plans, and institute the specific day-to-day programs.'?
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UNDERSTAND First, understand the barriers that prevent minorities from applying. For
example, many minority applicants don’t meet the educational or experience standards for the
job. Therefore many companies offer remedial training in basic arithmetic and writing. For
others, lack of role models is a problem. For example, in one retail chain, it was a lack of role
models (plus what the one manager called a “rather macho culture”) that stopped women from
applying. Sometimes it’s a lack of schedule flexibility, given the responsibility for caring for
the children.

PLAN After recognizing the potential impediments, you can turn to formulating plans for
attracting and retaining minorities and women. This may include, for instance, developing
flexible work options, redesigning jobs, and offering flexible benefits plans.

IMPLEMENT Finally, translate these personnel plans into recruitment programs. Specifically,
decide what the ads will say and what recruiting sources you will use. Many job seekers
check with friends or relatives as a strategy for looking for jobs, so encouraging your minority
employees to assist in your recruitment efforts makes sense. Diversity recruitment specialists
include www.diversity.com, www.2trabajo.com, and http://recruitersnetwork.com/resources/
diversity.htm.

Other firms collaborate with specialist professional organizations. These include the
National Black MBA Association (www.nbmbaa.org/home.aspx?PageID=637&), the National
Society of Hispanic MBAs (www.nshmba.org/), and the Organization of Chinese Americans
(http://ocanational.org/).

Welfare-to-Work

Some companies report difficulty in hiring and assimilating people previously on welfare. Ap-
plicants sometimes lack basic work skills, such as reporting for work on time, working in
teams, and taking orders. The key to a welfare-to-work program’s success seems to be the em-
ployer’s pretraining program. Here, participants get counseling and basic skills training over
several weeks.'*

The Disabled

The EEOC estimates that nearly 70% of the disabled are jobless, but it certainly doesn’t have to
be that way.'** Thousands of employers have found that disabled employees provide an excel-
lent and largely untapped source of competent, efficient labor for jobs ranging from information
technology to creative advertising to receptionist.

Employers can do several things to tap this huge potential workforce. The U.S. Depart-
ment of Labor’s Office of Disability Employment Policy offers several programs, including one
that helps link disabled college undergraduates who are looking for summer internships with
potential employers.'* All states have local agencies (such as “Corporate Connections” in Ten-
nessee) that provide placement services and other recruitment and training tools and informa-
tion for employers seeking to hire the disabled. Employers also must use common sense. For
example, employers who only post job openings online may miss potential employees who are
visually impaired.'?®

DEVELOPING AND USING
APPLICATION FORMS

Purpose of Application Forms

With a pool of applicants, the prescreening process can begin. The application form is usually
the first step in this process (some firms first require a brief, prescreening interview or online test).

A filled-in application provides four types of information. First, you can make judgments
on substantive matters, such as whether the applicant has the education and experience to do the
job. Second, you can draw conclusions about the applicant’s previous progress and growth, espe-
cially important for management candidates. Third, you can draw tentative conclusions about the
applicant’s stability based on previous work record (although years of downsizing suggest the
need for caution here). Fourth, you may be able to use the data in the application to predict which
candidates will succeed on the job and which will not.
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FIELD CFFICE USE ONLY

FEDERAL BUREAU OF INVESTIGATION

Preliminary Application for H P

Honors Internship Program
{Please Type or Print in Ink}

Date: Div: Program:
I. PERSONAL HISTORY
Name in Full (Last, First, Middle, Maiden) List College(s) attended, Major, Degree (if applicable), Grade Point Average
Birth Date (Month, Day, Year) Social Security Number: (Optional)
Birth Place:
Current Address
Home Phone
Street Apt. No. Area Code Number
Work Phone
City State Zip Code Area Code Number
Are you: Licensed Driver O Yes O No U. S. Citizen O Yes O No
Have you served on active duty in the Armed | Branch of military service and dates of active duty: Type of Discharge

Forces of the United States? O Yes O No
How did you learn or become interested in the FBI Honors Internship Program?

Do you have a foreign language background? O Yes O No List proliciency for each language on reverse side.
Have you ever been arrested or charged with any violation including traflic, but excluding parking tickets? O Yes LI No I['so, list all such matters
even if found not guilty, not formally charged, no court appearance, or matter settled by payment of {ine or forfeiture of collateral. Include date,
place, charge, disposition, details, and police agency on reverse side.

II. EMPLOYMENT HISTORY
Tdentify your most recent three years FULL-TIME work experience, after high school (excluding summer, part-time and temporary employment).

From To Description of Work Name/Location of Employer

ITI. PERSONAL DECLARATIONS
Persons with a disability who require an accommeodation to complete the application process are required to notify the FBI of their need for the
accommodation.
Have you used marijuana during the last three years or more than 15 times? O Yes O No

Have you used any illegal drug(s) or combination of illegal drugs, other than marijuana, more than 5 times or during the last 10 years? O Yes O No
All Information provided by applicants concerning their drug history will be subject to verification by a preemployment polygraph examination.

Do you understand all prospective FBI employees will be required to submit to an urinalysis for drug abuse prior to employment? O Yes O No

T am aware that willfully withholding information or making false statements on this application constitutes a violation of Section 1001, Title 18,

U.S. Code and if appointed, will be the basis for dismissal from the Federal Burcau of Investigation. 1 agree to these conditions and I hereby certify
that all statcments made by me on this application arc truc and complete, to the best of my knowledge.

Signaturc of Applicant as usually written. (Do Not Use Nickname)

The Federal Bureau of Investigation is an equal opportunity employer.

Most employers need several application forms. For technical and managerial personnel,
the form may require detailed answers to questions about education and training. The form for
hourly factory workers might focus on tools and equipment. Figure 10 presents one employer’s
approach to collecting application form information—the employment application for the FBI.
In practice, most employers encourage online applications.

Application Guidelines

Managers should keep several practical guidelines in mind. In the “Employment History” sec-
tion, request detailed information on each prior employer, including the name of the supervisor
and his or her e-mail address and telephone number; this is essential for reference checking.
Also, in signing the application, the applicant should certify his or her understanding that falsi-
fied statements may be cause for dismissal, that investigation of credit and employment and driv-
ing record is authorized, that a medical examination may be required, that drug-screening tests
may be required, and that employment is for no definite period.

APPLICANT EXAGGERATION Job applicants often exaggerate their qualifications. Estimates of
how many applicants exaggerate range from 40% to 70%.'*” The most common exaggerations
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concern education and job experience. A majority of graduating seniors reportedly believe
that employers expect some exaggeration on résumés. Much of this exaggeration may occur
on application forms, too. Therefore, always ensure applicants complete the form and sign a
statement on it indicating that the information is true. The court will almost always support
a discharge for falsifying information when applying for work.'?® Furthermore, doing a less-
than-complete job of filling in the form may reflect poor work habits. Some applicants simply
scribble “see résumé attached” on the application. This is not acceptable. You need the signed,
completed form.

Application Forms and EEO Law

Carefully review application forms to ensure that they comply with equal employment laws.
Questions to be aware of include the following:

Education. A question on the dates of attendance and graduation from various schools is
one potential violation, insofar as it may reflect the applicant’s age.

Arrest record. The courts have usually held that employers violate Title VII by disqualify-
ing applicants from employment because of an arrest. This item has an adverse impact on
minorities, and employers usually can’t show it’s required as a business necessity.

Notify in case of emergency. Asking the relationship of this person could indicate the
applicant’s marital status or ethnic lineage.

Membership in organizations. Some forms ask the applicant to list memberships in clubs,
organizations, or societies. Employers should include instructions not to include organiza-
tions that would reveal race, religion, physical disabilities, marital status, or ancestry.

Physical disability. It is usually illegal to require the listing of an applicant’s physical
disabilities or past illnesses unless the application blank specifically asks only for those that
“may interfere with your job performance.” It is also generally illegal to ask if the applicant
has ever received workers’ compensation.

Marital status. In general, the application should not ask whether an applicant is single,
married, divorced, separated, or living with anyone, or the names, occupations, and ages of
the applicant’s spouse or children.

Housing. Asking whether an applicant owns, rents, or leases a house may also be discrimina-
tory. It can adversely affect minority groups and is difficult to justify on business necessity.

VIDEO RESUMES More candidates are submitting video résumés, a practice replete with benefits
and threats. About half of responding employers in one survey thought video résumés might give
employers a better feel for the candidate. The danger is that a video résumé makes it more likely
that rejected candidates may claim discrimination.'” To facilitate using video résumés, several
websites compile for applicants, usually for a fee, multimedia résumés.'*

Using Application Forms to Predict Job Performance

Finally, employers can use analyses of application information (“biodata”) to predict employee
tenure and performance. In one study, the researchers found that applicants who had longer
tenure with previous employers were less likely to quit, and also had higher performance within
6 months after hire."*' Examples of biodata items might include “quit a job without giving
notice,” “graduated from college,” and “traveled considerably growing up.”'**

Choose biodata items with three things in mind. First, of course, equal employment law
limits the items you’ll want to use (avoid age, race, or gender, for instance). And, noninvasive
items are best. In one study, subjects perceived items such as “dollar sales achieved” and “grade
point average in math” as legitimate, and not invasive. Other items such as “birth order” and
“frequent dates in high school” were more invasive, and unacceptable. Finally, consider that
some applicants will fake biodata answers in an effort to impress the employer.'**

99 <

Mandatory Arbitration

Many employers, aware of the high costs of employment litigation, require applicants to agree in
writing to mandatory arbitration should a dispute arise.
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Different federal courts have taken different positions on the enforceability of these “man-
datory alternative dispute resolution” clauses. The basic situation now is that they are generally
enforceable, with two big caveats.

First, it must be a fair process.'** For example, the agreement should be a signed and dated
separate agreement. Use simple wording. Provide for reconsideration and judicial appeal if there
is an error of law.!** The employer must absorb most of the cost of the arbitration process. The
arbitration process should be reasonably swift. The employee, if he or she prevails, should be
eligible to receive the full remedies that he or she would have with access to the courts.

Second, mandatory arbitration clauses turn some candidates off. In one study, 389 MBA
students read simulated employment brochures. Mandatory employment arbitration had a sig-

nificantly negative impact on the attractiveness of the company as a place to work.'*

Review

MyManagementlLab

Go to mymanagementlab.com to complete the problems marked with this icon 6

SUMMARY

1. The recruitment and selection process entails five main
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steps: decide what positions to fill; build a pool of candi-
dates for these jobs; have candidates complete application
forms; use selection tools; and decide to whom to make
an offer, in part by having the supervisor and others inter-
view the candidates.

. Recruitment and selection starts with workforce planning

and forecasting. Workforce planning is the process of de-
ciding what positions the firm will have to fill and how to
fill them. This often starts by forecasting personnel needs,
perhaps using trend analysis, ratio analysis, scatter plots,

or computerized software packages. The other side of the
equation is forecasting the supply of inside candidates. Here
employers use manual systems and replacement charts, and
computerized skills inventories. Forecasting the supply of
outside candidates is important, particularly when entering
periods of economic expansion where unemployment is low
and good candidates are more difficult to come by.

. All managers need to understand why effective recruit-

ing is important. Without enough candidates, employers
cannot effectively screen the candidates or hire the best.
Some employers use a recruiting yield pyramid to esti-
mate how many applicants they need to generate in order
to fill predicted job openings.

. Filling open positions with internal sources of candidates

has several advantages. For example, you’re probably al-
ready more familiar with their strengths and weaknesses,
and they require less orientation. Finding internal candi-

dates often utilizes job posting. For filling the company’s
projected top-level positions, succession planning—the

ongoing process of systematically identifying, assess-
ing, and developing organizational leadership to enhance
performance—is the process of choice.

5. Employers use a variety of outside sources of candidates

when recruiting applicants.

o Of these, recruiting via the Internet using job boards
such as Monster.com represents the leading source. It
is quick and cost-effective. One downside is too many
applicants from too far away, but employers use ap-
plicant tracking software to screen online applicants.

e Other sources include advertising and employment
agencies (including public, nonprofit, and private
agencies).

e Employers increasingly turn to temporary agen-
cies and other alternative staffing methods to hire
“alternative” types of employees, such as contract
employees for special projects.

e Executive recruiters, a special type of employment
agency, are invaluable for finding and helping the
employer hire top-level professionals and execu-
tives. However, the employer needs to ensure that
the recruiter is conducting a thorough search and
carefully checking references.

e Other outside sources include college recruiting,
referrals, and walk-ins, and military personnel.

. Understanding how to recruit a more diverse workforce is

important. Whether the target is the single parent, older work-
ers, or minorities, the basic rule is to understand their special
needs and to create a set of policies and practices that create a
more hospitable environment in which they can work.
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7. The recruitment process inevitably includes developing
and using application forms to collect essential back-
ground information about the applicant. The application
should enable you to make judgments on substantial
matters such as the person’s education and to identify

the person’s job references and supervisors. Of course,
it’s important to make sure the application complies with
equal employment laws, for instance with respect to ques-
tions regarding physical disabilities.

KEY TERMS

workforce (or employment or personnel) planning
trend analysis

ratio analysis

scatter plot

qualifications (or skills) inventories

personnel replacement charts

position replacement card

recruiting yield pyramid

employee recruiting

job posting

succession planning

applicant tracking systems

alternative staffing

on-demand recruiting services (ODRS)
college recruiting

application form

DISCUSSION QUESTIONS

1. What are the pros and cons of five sources of job & 6. What metrics would you use to analyze the effective-

candidates? ness of the recruiting efforts of your current or previous
2. What are the main types of information that application employer? Why did you choose these?

forms provide? 7. Choose two tools HR managers use for employment fore-
3. What should employers keep in mind when using Internet casting and explain how to use them.

sites to find job candidates? 8. Briefly describe how you would apply talent management

4. What are the main things you would do to recruit and re-
tain a more diverse workforce?
& 5. How would you describe the recruiting “brand” of your
current or previous employer, or your university? What
would you do to revise that brand?

principles in improving your employer’s workforce plan-
ning processes.

INDIVIDUAL AND GROUP ACTIVITIES

1. Bring to class several classified and display ads from the 5. Working individually or in groups, interview a manager
Sunday help wanted ads. Analyze the effectiveness of between the ages of 25 and 35 at a local business who
these ads using the guidelines discussed in this chapter. manages employees age 40 or older. Ask the manager to

2. Working individually or in groups, develop a 5-year fore- describe three or four of his or her most challenging expe-
cast of occupational supply and demand for five occupa- riences managing older employees.

tions such as accountant, nurse, and engineer. 6. The PHR and SPHR Knowledge Base appendix lists the

. Working individually or in groups, visit the local office of

your state employment agency (or check out their site on-
line). Come back to class prepared to discuss the following
questions: What types of jobs seem to be predominantly
available through this agency? To what extent do you think
this particular agency would be a good source of profes-
sional, technical, and/or managerial applicants? What sorts
of paperwork are applicants to the state agency required

to complete before their applications are processed by the
agency? What other services does the office provide? What
other opinions did you form about the state agency?

. Working individually or in groups, find at least five em-

ployment ads, either on the Internet or in a local newspaper,
that suggest that the company is family friendly and should
appeal to women, minorities, older workers, and single par-
ents. Discuss what they’re doing to be family friendly.

knowledge someone studying for the HRCI certification

KNOWLEDGE
BASE

exam needs to have in each area of hu-
man resource management (such as in
strategic management, workforce plan-
ning, and human resource development).
In groups of four to five students, do four things: (1)
review that appendix now; (2) identify the material in this
chapter that relates to the required knowledge the appen-
dix lists; (3) write four multiple-choice exam questions
on this material that you believe would be suitable for
inclusion in the HRCI exam; and (4) if time permits, have
someone from your team post your team’s questions in
front of the class, so the students in other teams can take
each others’ exam questions.
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APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Finding People Who Are Passionate About What They Do

Trilogy Enterprises Inc. of Austin, Texas, is a fast-growing soft-
ware company, and provides software solutions to giant global
firms for improving sales and performance. It prides itself on its
unique and unorthodox culture. Many of its approaches to busi-
ness practice are unusual, but in Trilogy’s fast-changing and highly
competitive environment, they seem to work.

There is no dress code and employees make their own hours,
often very long. They tend to socialize together (the average age
is 26), both in the office’s well-stocked kitchen and on company-
sponsored events and trips to places like local dance clubs and
retreats in Las Vegas and Hawaii. An in-house jargon has devel-
oped, and the shared history of the firm has taken on the status
of legend. Responsibility is heavy and comes early, with a “just
do it now” attitude that dispenses with long apprenticeships. New
recruits are given a few weeks of intensive training, known as
“Trilogy University” and described by participants as “more like
boot camp than business school.” Information is delivered as if
with “a fire hose,” and new employees are expected to commit
their expertise and vitality to everything they do. Jeff Daniel,
director of college recruiting, admits the intense and unconven-
tional firm is not the employer for everybody. “But it’s definitely
an environment where people who are passionate about what
they do can thrive.”

The firm employs about 700 such passionate people. Trilogy’s
managers know the rapid growth they seek depends on having a
staff of the best people they can find, quickly trained, and given
broad responsibility and freedom as soon as possible. CEO Joe
Liemandt says, “At a software company, people are everything.
You can’t build the next great software company, which is what
we’re trying to do here, unless you’re totally committed to that. Of
course, the leaders at every company say, ‘People are everything.’
But they don’t act on it.”

HR IN ACTION CASE INCIDENT 2
Carter Cleaning Company

Trilogy makes finding the right people (it calls them “great
people”) a companywide mission. Recruiters actively pursue the
freshest, if least experienced, people in the job market, scouring
college career fairs and computer science departments for talented
overachievers with ambition and entrepreneurial instincts. Top man-
agers conduct the first rounds of interviews, letting prospects know
they will be pushed to achieve but will be well rewarded. Employees
take top recruits and their significant others out on the town when
they fly into Austin for the standard, 3-day preliminary visit. A typi-
cal day might begin with grueling interviews but end with mountain
biking, rollerblading, or laser tag. Executives have been known to
fly out to meet and woo hot prospects who couldn’t make the trip.

One year, Trilogy reviewed 15,000 résumés, conducted 4,000
on-campus interviews, flew 850 prospects in for interviews, and
hired 262 college graduates, who account for over a third of its cur-
rent employees. The cost per hire was $13,000; Jeff Daniel believes
it was worth every penny.

Questions

1. Identify some of the established recruiting techniques that
apparently underlie Trilogy’s unconventional approach to
attracting talent.

2. What particular elements of Trilogy’s culture most likely
appeal to the kind of employees it seeks? How does it convey
those elements to job prospects?

3. Would Trilogy be an appealing employer for you? Why or
why not? If not, what would it take for you to accept a job
offer from Trilogy?

4. What suggestions would you make to Trilogy for improving
its recruiting processes?

Sources: Chuck Salter, “Insanity, Inc.,” Fast Company, January 1999, pp. 101-108;
and www.trilogy.com/sections/careers/work, accessed August 24, 2007.

Getting Better Applicants

If you were to ask Jennifer and her father what the main problem
was in running their firm, their answer would be quick and short:
hiring good people. Originally begun as a string of coin-operated
laundromats requiring virtually no skilled help, the chain grew to
six stores, each heavily dependent on skilled managers, cleaner/
spotters, and pressers. Employees generally have no more than
a high school education (often less), and the market for them is
very competitive. Over a typical weekend, literally dozens of want
ads for experienced pressers or cleaner/spotters can be found in
area newspapers. All these people usually are paid around $15 per
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hour, and they change jobs frequently. Jennifer and her father thus
face the continuing task of recruiting and hiring qualified workers
out of a pool of individuals they feel are almost nomadic in their
propensity to move from area to area and job to job. Turnover in
their stores (as in the stores of many of their competitors) often
approaches 400%. “Don’t talk to me about human resources plan-
ning and trend analysis,” says Jennifer. “We’re fighting an eco-
nomic war and I’m happy just to be able to round up enough live
applicants to be able to keep my trenches fully manned.”

In light of this problem, Jennifer’s father asked her to answer
the questions that follow.



Questions
1. First, how would you recommend we go about reducing the
turnover in our stores?
2. Provide a detailed list of recommendations concerning how
we should go about increasing our pool of acceptable job

applicants so we no longer face the need to hire almost any-
one who walks in the door. (Your recommendations regarding
the latter should include completely worded online and hard-
copy advertisements and recommendations regarding any
other recruiting strategies you would suggest we use.)

EXPERIENTIAL EXERCISE
The Nursing Shortage

As of August 2012, U.S. unemployment was still disappoint-
ingly high, and employers were still holding back on their hir-
ing. However, while many people were unemployed, that was
not the case with nurse professionals. Virtually every hospi-
tal was aggressively recruiting nurses. Many were turning to
foreign-trained nurses, for example, by recruiting nurses in the
Philippines. Experts expected nurses to be in very short supply
for years to come.

Purpose: The purpose of this exercise is to give you experi-
ence in creating a recruitment program.

Required Understanding: You should be thoroughly fa-
miliar with the contents of this chapter and with the nurse
recruitment program of a hospital such as Lenox Hill
Hospital in New York (see http://lenoxhillhospital.org/
careers_default.aspx).

How to Set Up the Exercise/Instructions: Set up groups
of four to five students for this exercise. The groups
should work separately and should not converse with each
other. Each group should address the following tasks:

1. Based on information available on the hospital’s
website, create a hard-copy ad for the hospital to
place in the Sunday edition of the New York Times.
Which (geographic) editions of the Times would you
use and why?

2. Analyze the hospital’s current online nurses’ ad. How
would you improve on it?

3. Prepare in outline form a complete nurses’ recruit-
ing program for this hospital, including all recruiting
sources your group would use.

MyManagementLab

promotability?

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

I.  Using specific examples, how do equal employment laws affect what managers
can and cannot do with respect to recruiting employees?

2.  What human resource management tools would you use to identify
possible internal candidates for a job opening and to assess the candidates’

3.  Mymanagementlab Only - comprehensive writing assignment for this chapter.
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KNOWLEDGE BASE
LEARNING OBJECTIVES

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

1. Define basic testing concepts, including validity and
reliability.

. Discuss at least four basic types of personnel tests.

3. Explain the factors and problems that can undermine
an interview’s usefulness, and the techniques for
eliminating them.

4. Explain how to do background checks on job
candidates.

5. Explain the basics of how to develop and extend a
job offer.

N

INTRODUCTION

It is said that Google gets about one million job applications per year, and hires less
than 1% —1 out of 130, to be exact.” Google isn't necessarily looking for the smart-
est or most technically adept employees; more importantly, they want people who
fit in with Google's creative, flexible, open-minded culture. To find out if a job can-
didate is a great fit, Google devised some interesting job interview questions. For
example, “A man pushed his car to a hotel and lost his fortune. What happened?”?
(The answer is at the end of the next paragraph.)



negligent hiring

Hiring workers with criminal records
or other such problems without
proper safeguards.

LEARNING OBJECTIVE 1
Define basic testing
concepts, including
validity and reliability.

reliability

The characteristic that refers to the
consistency of scores obtained by
the same person when retested with
the identical or equivalent tests.

SELECTING EMPLOYEES

THE BASICS OF TESTING
AND SELECTING EMPLOYEES

With a pool of applicants, your next step is to select the best person for the job. This usually
means whittling down the applicant pool by using employee selections tools including tests,
interviews, and background checks. The main aim of employee selection is to achieve person-job
fit. Person-job fit means matching the knowledge, skills, abilities, and competencies (KSACs)
that are required for performing the job (based on the job analysis) with the applicant’s knowl-
edge, skills, abilities and competencies. (Answer: He was playing Monopoly).

Why Careful Selection Is Important
Selecting the right employee is important for several reasons.

e First, doing so should lead to improved employee and organizational performance. No one
wants to hire an incompetent. Few things are more important to a manager than putting the
right person in the right job.

e Second, your own performance always depends partly on your subordinates. Hire employ-
ees who lack the necessary skills or who are obstructionist and your own performance and
the firm’s will suffer.

e Third, screening can help reduce dysfunctional behaviors at work. By one account, about
30% of all employees say they’ve stolen from their employers; about 41% are managers.”
In retail, employers apprehended about 1 out of every 28 workers for stealing.* The time to
screen out such undesirables is before they’re hired.

e Fourth, it is costly to recruit and hire employees. Hiring and training even a clerk can cost
$10,000 in fees and supervisory time. That’s money wasted if the person doesn’t work out.

LEGAL IMPLICATIONS AND NEGLIGENT HIRING  Finally, careful selection is important because of
the legal implications of inept selection. Potentially discriminatory selection standards are one
potential legal problem.

Negligent hiring is a second legal issue. Courts will find employers liable when employees
with criminal records or other problems use their access to customers’ homes or similar oppor-
tunities to commit crimes. Hiring workers with such backgrounds without proper safeguards is
negligent hiring. For example, after lawyers sued Walmart alleging that several of its employees
with criminal convictions for sexually related offenses had assaulted young girls, Walmart insti-
tuted criminal background checks.” Employers “must make a systematic effort to gain relevant
information about the applicant, verify documentation, follow up on missing records or gaps in
employment, and keep a detailed log of all attempts to obtain information, including the names
and dates for phone calls or other requests.”®

Reliability

Effective screening depends to a large degree on the basic testing concepts of reliability and
validity. Reliability refers to the test’s consistency. It is “the consistency of scores obtained by
the same person when retested with the identical tests or with an equivalent form of a test.”’ Test
reliability is essential: If a person scored 90 on an intelligence test on Monday and 130 when
retested on Tuesday, you wouldn’t have much faith in the test.

You can measure reliability in several ways. One is to administer a test to a group of people
one day, readminister the same test several days later to the same group, and then correlate the
first set of scores with the second (test-retest reliability estimates).® Or you could administer
a test and then administer what experts believe to be an equivalent test later; this would be an
equivalent or alternate form estimate. The Scholastic Assessment Test (SAT) is an example. Or,
compare the test taker’s answers to multiple questions on the same test aimed at measuring the
same thing. For example, a psychologist includes 10 items on a test believing that they all mea-
sure interest in working outdoors. You administer the test and then statistically analyze the degree
to which responses to these 10 items vary together. This is an internal comparison estimate.

Many things cause a test to be unreliable. These include physical conditions (quiet tests con-
ditions one day, noisy the next day); differences in the test taker (healthy one day, sick the next);
and differences in the person administering the test (courteous one day, curt the next). Or perhaps
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FIGURE 1
Correlation Examples

test validity

The accuracy with which a test,
interview, and so on measures what
it purports to measure or fulfills the
function it was designed to fill.

criterion validity

A type of validity based on showing
that scores on the test (predictors)
are related to job performance
(criterion).

A Slide from the
Rorschach Test.

What do you see in the
slide?

Source: Fotolia LLC.
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the questions do a poor job of sampling the material.

Because measuring reliability generally involves comparing two measures that assess the
same thing (such as test 1 and test 2), it is typical to judge a test’s reliability in terms of a correla-
tion coefficient (in this case, a reliability coefficient). This coefficient shows the degree to which
the two measures (say, test score one day and test score next day) are related.

Figure 1 illustrates correlation. In both the left and the right scatter plots, the psychologist
compared each applicant’s test score (on the x-axis) with his or her subsequent performance (on the
y-axis). On the left, the scatter plot points (each point showing one applicant’s test score and subse-
quent performance) are dispersed. There seems to be no correlation between test scores and perfor-
mance. On the right, the psychologist tried a new test. Here, the resulting points fall in a predictable
pattern. This suggests that the applicants’ test scores correlate closely with their previous scores.

Validity
Any test is a sample of a person’s behavior, but some tests more clearly reflect the behavior you’re
sampling. For example, a typing test clearly corresponds to an on-the-job behavior—typing. At
the other extreme, there may be no apparent relationship between the items on the test and the be-
havior. For example, in the Rorschach test item below, the psychologist asks the person to explain
how he or she interprets the somewhat eerie picture. The psychologist then uses that interpretation
to draw conclusions about the person’s personality and behavior. With such tests, it is harder to
“prove” that the tests are measuring what they are purported to measure—that they are valid.
Test validity answers the question “Does this test measure what it’s supposed to measure?”
Stated differently, “validity refers to the confidence one has in the meaning attached to the
scores.”® With respect to employee selection tests, the term validity often refers to evidence that
the test is job related—in other words, that performance on the test is a valid predictor of subse-
quent performance on the job. A selection test must be valid because, without proof of its valid-
ity, there is no logical or legally permissible reason to continue using it to screen job applicants.
In employment testing, there are two main ways to demonstrate a test’s validity: criterion va-
lidity and content validity. Criterion validity involves demonstrating statistically a relationship




content validity

A test that is content valid is one in
which the test contains a fair sample
of the tasks and skills actually
needed for the job in question.

construct validity

A test that is construct valid is
one that demonstrates that a

selection procedure measures
a construct and that construct
is important for successful job
performance.
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between (1) scores on a selection procedure and (2) job performance of a sample of workers (for
example, that those who do well on the test also do well on the job, and that those who do poorly
on the test do poorly on the job). In psychological measurement, a predictor is the measurement
(in this case, the test score) that you are trying to relate to a criterion, such as job performance
(perhaps as measured by performance appraisals). In criterion validity, the criterion and predictor
should be closely related. The term criterion validity comes from that terminology.

Content validity is a demonstration that the content of a selection procedure is representa-
tive of important aspects of performance on the job. For example, employers demonstrate the
content validity of a test by showing that the test constitutes a fair sample of the job’s content.
The basic procedure here is to identify job tasks that are critical to performance, and then ran-
domly select a sample of those tasks to test. In selecting students for dental school, many schools
give applicants chunks of chalk, and ask them to carve something that looks like a tooth. If the
content you choose for the test is a representative sample of what the person needs to know for
the job, then the test is probably content valid. Clumsy dental students need not apply.

Construct validity is another possible approach. It means demonstrating two things: that a
selection procedure measures a construct (something believed to be an underlying human trait or
characteristic, such as honesty); and that the construct is important for successful job performance.

How to Validate a Test

‘What makes a test such as the Graduate Record Examination (GRE) useful for graduate school admis-
sions directors? What makes a mechanical comprehension test useful for managers hiring machinists?

The answer to both questions is usually that people’s scores on these tests are predictive of
how people perform. Thus, other things being equal, students who score high on the GRE also
do better in school. Employers would use statistical means to determine the degree of correlation
between mechanical comprehension scores and machinists’ performance. The validation process
(see Figure 2) usually requires the expertise of an industrial psychologist.

Utility Analysis

It may turn out that the testing is so expensive that it costs more than you save by hiring bet-
ter employees. Answering the question, “Does it pay to use the test?” requires utility analysis.
Two selection experts say, “Using dollar and cents terms, [utility analysis] shows the degree to
which use of a selection measure improves the quality of individuals selected over what would
have happened if the measure had not been used.”'° The information required for utility analysis
includes the validity of the selection measure, a dollar measure of job performance, applicants’
average test scores, cost of testing an applicant, and the number of applicants tested and selected.
The accompanying HR as a Profit Center feature provides an example.

HR AS A PROFIT CENTER

Reducing Turnover at KeyBank

Financial services firm KeyBank needed a better way to screen and select tellers and call-center employ-
ees."! Analysts calculated it cost KeyBank about $10,000 to select and bring onboard an employee, but
they were losing 13% of new tellers and call-center employees in the first 90 days. That turnover number
dropped to 4% after KeyBank implemented a virtual job tryout candidate-assessment screening tool. “We
calculated a $1.7 million cost savings in teller turnover in one year, simply by making better hiring deci-
sions, reducing training costs, and increasing quality of hires,” said the firm’s human resources director.

Validity Generalization

Many employers, particularly smaller ones, won’t find it cost-effective to conduct validity stud-
ies for the selection tools they use. These employers must identify tests and other screening tools
that have been shown to be valid in other settings (companies), and then bring them in-house in
the hopes that they’ll be valid there, too.'?

If the test is valid in one company, to what extent can we generalize those validity findings to
our own company? Validity generalization “refers to the degree to which evidence of a measure’s
validity obtained in one situation can be generalized to another situation without further study.”'?
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FIGURE 2
How to Validate a Test
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Step 1: Analyze the Job. First, analyze the job descriptions and specifications. Specify the human
traits and skills you believe are required for adequate job performance. For example, must an
applicant be aggressive? Must the person be able to assemble small, detailed components? These
requirements become your predictors. They are the human traits and skills you believe to be
predictive of success on the job.

In this first step, you must also define what you mean by “success on the job” because it is
this success for which you want predictors. The standards of success are called criteria. You could
focus on production-related criteria (quantity, quality, and so on), personnel data (absenteeism,
length of service, and so on), or judgments (of worker performance by persons such as supervi-
sors). For an assembler’s job, predictors to use when testing applicants might include manual
dexterity and patience. Criteria that you would hope to predict with your test might then include
quantity produced per hour and number of rejects produced per hour.

Step 2: Choose the Tests. Next, choose tests that you think measure the attributes (predictors)
important for job success. This choice is usually based on experience, previous research, and
best guesses, and you usually won’t start off with just one test. Instead, you choose several tests,
combining them into a test battery aimed at measuring a variety of possible predictors, such as
aggressiveness, extroversion, and numeric ability.

Step 3: Administer Tests. Administer the selected test(s) to employees. Predictive validation is
the most dependable way to validate a test. The test is administered to applicants before they are
hired. Then these applicants are hired using only existing selection techniques, not the results

of the new test you are developing. After they have been on the job for some time, you measure
their performance and compare it to their performance on the earlier test. You can then determine
whether their performance on the test could have been used to predict their subsequent job
performance.

Step 4: Relate Scores and Criteria. Next, determine whether there is a significant relationship
between scores (the predictor) and performance (the criterion). The usual way to do this is

to determine the statistical relationship between scores on the test and performance through
correlation analysis, which shows the degree of statistical relationship.

Step 5: Cross-Validate and Revalidate. Before putting the test into use, you may want to check
it by cross-validating, by again performing steps 3 and 4 on a new sample of employees. At a

minimum, an expert should validate the test periodically.

Being able to use the test without your own validation study is, of course, the key. Factors to
consider in arriving at a conclusion include existing validation evidence regarding using the test
for various specific purposes, the similarity of the subjects on whom the test was validated with
those in your organization, and the similarity of the jobs involved.'

Testing and Equal Employment Opportunity

Once an employee or applicant shows that one of your selection procedures has an adverse
impact on his or her protected class, the burden of proof rests with the employer, who must
demonstrate the validity and selection fairness of the allegedly discriminatory test or item. With
respect to testing, the EEO laws boil down to two things: (1) You must be able to prove that your
tests are related to success or failure on the job, and (2) you must prove that your tests don’t
unfairly discriminate against either minority or nonminority subgroups.

impact means there is a significant discrepancy between rates of rejection of members of the
protected groups and others. For example, a federal court ruled that Dial Corporation discrimi-
nated against female job applicants at a meatpacking facility by requiring employees to take a pre-
employment strength test. The test had an adverse impact on women. Furthermore, there appeared
to be no compelling need for strength on the job.!3

You can’t avoid EEO laws by not using tests, by the way. The same burden of proving job relat-
edness falls on interviews and other techniques (including performance appraisals) that fall on tests.

INDIVIDUAL RIGHTS OF TEST TAKERS AND TEST SECURITY Under the American Psychological
Association’s standard for educational and psychology tests (which guide professional
psychologists but are not legally enforceable), test takers have the right to the confidentiality of
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the test results and the right to informed consent regarding the use of these results. They have
the right to expect that only people qualified to interpret the scores will have access to them or
that sufficient information will accompany the scores to ensure their appropriate interpretation.
They have the right to expect that the test is secure; no person taking the test should have prior
information concerning the questions or answers.

USING TESTS AS SUPPLEMENTS Tests aren’t infallible. Even in the best cases, the test score
usually accounts for only about 25% of the variation in the measure of performance. Therefore, do
not use tests as your only selection technique; instead, use them to supplement other techniques
such as interviews and background checks.

USING TESTS AT WORK

Several years ago, researchers administered an aggression questionnaire to high school hockey
players before the season. Preseason aggressiveness as measured by the questionnaire predicted the
amount of minutes they subsequently spent in the penalty box for penalties such as fighting, slash-
ing, and tripping.'® Try the test in Figure 3 to see how prone you might be to on-the-job accidents.

How Do Employers Use Tests at Work?

Employers similarly use tests to measure a wide range of candidate attributes, including cogni-
tive (mental) abilities, motor and physical abilities, personality and interests, and achievement.
Many firms such as FedEx have applicants take computerized tests—sometimes online, and
sometimes by phone using the touchtone keypad—to prescreen applicants prior to more in-depth
interviews and background checks. Barclays Capital gives graduate and undergraduate job can-
didates aptitude tests instead of first-round interviews. '’

EXAMPLE Outback Steakhouse is looking for employees who are social, meticulous,
sympathetic, and adaptable. It uses a personality assessment test as part of its preemployment
process. Applicants take the test, and the company then compares the results to the profile for
Outback Steakhouse employees. Those who score low don’t move on. Two managers interview
those who score high. They ask “behavioral” questions, such as “What would you do if a
customer asked for a side dish we don’t have on the menu?”'®

YES NO

1. You like a lot of excitement in your life.

2. An employee who takes it easy at work
is cheating on the employer.

3. You are a cautious person.

4. In the past three years you have found yourself
in a shouting match at school or work.

5. You like to drive fast just for fun.

Analysis: According to John Kamp, an industrial psychologist, applicants who answered no, yes, yes, no, no to questions 1,
2, 3, 4, and 5 are statistically likely to be absent less often, to have fewer on-the-job injuries, and, if the job involves
driving, to have fewer on-the-job driving accidents. Actual scores on the test are based on answers to 130 questions.

FIGURE 3
Sample Selection Test

Source: Based on a sample selection test from The New York Times.
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Outback Steakhouse has
used preemployment
testing since just after the
company started

Source: Jeff Greenberg/Alamy

LEARNING OBJECTIVE 2
Discuss at least four basic
types of personnel tests.

FIGURE 4

Type of Question
Applicant Might Expect
on a Test of Mechanical
Comprehension
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DATA MINING Employers increasingly use data mining (sometimes called “business analytics”
or “big data”) techniques in selection. It means sifting through huge amounts of employee data
to find patterns and identify traits that correlate with performance.

For example, department store chain Bon-Ton Stores Inc. suffered high cosmetics sales as-
sociate turnover. To analyze this, management worked with Kenexa, which supplies assessment
tools. Four hundred fifty cosmetics associates filled out anonymous surveys aimed at identifying
employee traits. By using data mining techniques to analyze this and other data, Bon-Ton iden-
tified cosmetics associates’ traits that correlated with performance and tenure. For example, it
had assumed that the most successful associates were friendly and enthusiastic about cosmetics.
“But we found the most successful associates, and those with most tenure, were problem solv-
ers. They have to take information from the customer about what she wants and needs, and solve
the problem.”" This enabled Bon-Ton to formulate more effective selection tools.

Types of Tests

We discuss the basic types of tests next.

TESTS OF COGNITIVE ABILITIES Employers often want to assess a candidate’s cognitive or mental
abilities. For example, you may want to know if a supervisory candidate has the intelligence to
do the job’s paperwork or a bookkeeper candidate has numeric aptitude.

Intelligence tests, such as IQ tests, are tests of general intellectual abilities. They measure
not a single intelligence trait, but rather a range of abilities, including memory, vocabulary,
and numeric ability. Psychologists often measure intelligence with individually administered
tests such as the Stanford-Binet test or the Wechsler Adult Intelligence Scale. Employers use
tests such as the Wonderlic Personnel Test as quick measures of IQ for both individuals and
groups of people.

There are also measures of specific mental abilities. Psychologists often call tests in this
category aptitude tests. For example, since Figure 4 tests applicants’ understanding of basic me-
chanical principles, it may reflect a person’s aptitude for jobs such as engineer.

@ y Which gear will turn the

same way as the driver?

DRIVER
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TESTS OF MOTOR AND PHYSICAL ABILITIES There are many motor or physical abilities you
might want to measure, such as finger dexterity, strength, and manual dexterity. The Stromberg
Dexterity Test is an example. It measures the speed and accuracy of simple judgment as well as
the speed of finger, hand, and arm movements.

MEASURING PERSONALITY A person’s mental and physical abilities alone seldom explain his
or her job performance. Other factors, such as motivation and interpersonal skills, are important,
too. As one consultant put it, most people are hired based on qualifications, but most are fired
for nonperformance. And nonperformance (or performance) “is usually the result of personal
characteristics, such as attitude, motivation, and especially, temperament.”*® Employers such as
Outback Steakhouse use personality and interests tests (or “inventories”) to measure and predict
such intangibles. Thus Acxiom Corporation uses the Birkman Method (www.birkman.com/)
personality assessment to help new employees better understand which tasks they perform best.!

Personality tests measure basic aspects of an applicant’s personality, such as introversion,
stability, and motivation. A sample personality inventory item is:

It does not make sense to work hard on something if no one will notice.
a. Definitely true.

Somewhat true.

Neither true nor false.

Somewhat false.

Definitely false.?

o R o T

Of course, personality testing isn’t limited to employment settings. Online dating services
such as eHarmony.com reject those its software judges are unmatchable. Figure 5 shows a sam-
ple from one online personality inventory.

Many personality tests are projective, meaning that the person taking the test must interpret an
ambiguous stimulus such as an inkblot or a clouded picture. The person supposedly projects into the
picture his or her own emotions. Thus, a security-oriented person might describe Figure 1 as “a giant
bug coming to get me.” Other projective techniques include Make a Picture Story (MAPS), House-
Tree-Person (H-T-P), and the Forer Structured Sentence Completion Test. Some personality tests are
self-reported: applicants fill them out themselves. For example, the Guilford-Zimmerman survey mea-
sures personality traits like emotional stability versus moodiness, and friendliness versus criticalness.
The Minnesota Multiphasic Personality Inventory (MMPI) taps traits like hypochondria and paranoia.
Available online,” the Myers-Briggs test provides a personality type classification useful for decisions
such as career selection and planning. Its DiSC Profile learning instrument enables the user to gain
insight into his or her behavioral style.*

Personality tests—particularly the projective type—are difficult to evaluate and use. An expert
must analyze the test taker’s interpretations and reactions and infer from them his or her personal-
ity. The usefulness of such tests for selection then assumes that you find a relationship between a
measurable personality trait (such as extroversion) and success on the job. Because they are per-
sonal in nature, employers should use personality tests with caution. Rejected candidates may (val-
idly) claim that the results are false, or that they violate the Americans with Disabilities Act (ADA).

PERSONALITY TEST EFFECTIVENESS The difficulties notwithstanding, personality tests can
help employers hire effective workers. Industrial psychologists often focus on the “big five”
personality dimensions: extroversion, emotional stability, agreeableness, conscientiousness, and
openness to experience.”

One study focused on how these five dimensions predicted performance for profession-
als, police officers, managers, sales workers, and skilled/semiskilled workers. Conscientious-
ness showed a consistent relationship with all job performance criteria for all the occupations.
Extroversion was a valid predictor of performance for managers and sales employees. Openness
to experience and extroversion predicted training proficiency for all occupations.?

Recently, a panel of distinguished industrial psychologists raised the question of whether
self-report personality tests (which applicants fill out themselves) predict performance at all.”’
They said that if you carefully conduct predictive validation studies with actual job candidates,
validity is low.”® Other experts call such concerns “unfounded.””
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FIGURE 5

Sample Online Personality
Test Questions

Source: “Selection Assessment
Methods: A guide to implementing
formal assessments to build

a high-quality workforce” by
Elaine D. Pulakos from SHRM
Foundation’s Effective Practice
Guidelines. Copyright © 2005

by SHRM Foundation. Reprinted
with permission, all rights
reserved.
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.
HumanMetrics
1
Jung Typology Test™ For Organizations and Professionals |
After completing the questionnaire, you will obtain: Organizations and specialists interested in Jung

personality assessments for team building,
candidale assessment, leaders
« Your type formula according to Carl Jung and Isabel Myers-Briggs typology along with the strengths | | development, psychographic

of the preferences HRPersonality™ for practical and validated
« The description of your personality type instruments and professional services.
= The list of i and educational insti whera you can get relevant degree or training, 1

most suitable for your personality type - Jung Career Indicator™ |

. You are all_'mst never late for your appointments

CYES ONO
2. You like to be engaged in an active