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The excitement of e-business, a new president, the fall of the dot-coms, an economy
in recession, the tragic events of September 11, 2001, America’s war on terrorism—
many historical episodes have occurred since the third edition of Human Resource
Management: Gaining a Competitive Advantage. As a result of these events, many of us
have examined our personal and professional priorities and perhaps spent more time
in quiet reflection to give thanks for what we have or to consider the value of free-
dom and democracy. Security, whether in the context of personal safety or employ-
ment, has taken on greater meaning.

The events that have occurred also have forced most companies to reexamine
their business priorities and place more emphasis on providing value to customers,
shareholders, and employees. Traditionally, the concept of value has been considered
a function of finance or accounting. However, we believe that how human resources
are managed is crucial to the long-term value of a company and ultimately to its sur-
vival. Our definition of value includes not only profits but also employee growth and
satisfaction, additional employment opportunities, protection of the environment,
and contributions to community programs. Organizations’ resources are stretched
tighter than ever, and allocating those resources wisely is imperative. For that reason,
all functions in an organization must work together to contribute whatever they can;
and all functions, particularly human resource management, are increasingly being
scrutinized for the value they add.

We believe that all aspects of human resource management—including how com-
panies interact with the environment; acquire, prepare, develop, and compensate
human resources; and design and measure work—can help companies meet their
competitive challenges and create value. Meeting challenges is necessary to create
value and to gain a competitive advantage.

MO The Competitive Challenges

The challenges organizations face today can be grouped into four categories:

* The new economy challenge. Changes in the economy, including the develop-
ment of e-business and growth in professional and services jobs, have made it in-
creasingly important for companies to find and keep talented employees. Compa-
nies in today’s economy use mergers and acquisitions, growth, and downsizing to
successfully compete. While companies rely on employees with high math, verbal,
and information skills (that is, knowledge workers) to be productive, innovative,
and creative, work is demanding, and companies cannot guarantee job security, es-
pecially in an economic recession. The human resource management challenge is
how to build a committed, productive workforce in turbulent economic conditions
that offer opportunity for financial success but can also quickly turn sour, making
every employee expendable. To successfully compete in the new economy, compa-



nies are providing more flexible work schedules, training and development oppor-
tunities, and incentive-based compensation plans. Companies are also using elec-
tronic HRM applications to give employees more ownership of the employment
relationship through the ability to enroll in and participate in training programs,
change benefits, and communicate with coworkers and customers online.

® The global challenge. Increasingly, organizations are finding that to survive they
must compete with organizations around the world. Companies must both defend
their domestic markets from foreign competitors and broaden their scope to en-
compass global markets. Recent threats to and successes of U.S. businesses have
proven that globalization is a continuing challenge.

* The challenge of meeting stakeholders’ needs. The key to success in today’s busi-
ness environment is to simultaneously meet investor or financial needs and those
of other stakeholders including customers, employees, and the community. Com-
panies are challenged to reach financial objectives through meeting customer
needs and employee needs. Innovation, cost reduction, and quality objectives that
relate directly to the financial success or failure of the firm are influenced by human
resource management practices. Forward-looking businesses are capitalizing on the
strengths of a diverse workforce. Businesses are realizing the advantages they have
in attracting, retaining, and motivating employees through ethical and responsible
actions. Successful companies have human resource management practices that
motivate and reward employees to provide high-quality products and services.

® The high-performance work systems challenge. Using new technologies such as
computer-aided manufacturing, virtual reality, expert systems, and the Internet can
give companies an edge. New technologies can result in employees’ “working
smarter” as well as providing higher-quality products and services to customers.
However, companies that have seen the greatest gains from new technology have
human resource management practices that support the use of technology. Work,
training programs, and reward systems often need to be reconfigured to support
employees’ use of new technology. Thus the three links of high-performance work
systems are (1) human resources and their capabilities, (2) new technology and its
opportunities, and (3) efficient work structures and policies that allow employees
and technology to interact. The strength of each of these links determines an or-
ganization’s competitiveness.

We believe that organizations must successfully deal with these challenges to cre-
ate and maintain value, and the key to facing these challenges is a motivated, well-
trained, and committed workforce.

MO The Changing Role of the Human
Resource Management Function

The human resource management (HRM) profession and practices have undergone
substantial change and redefinition. Many articles written in both the academic and
practitioner literature have been critical of the traditional HRM function. Unfortu-
nately, in many organizations HRM services are not providing value but instead are
mired down in managing trivial administrative tasks. Where this is true, HRM de-
partments can be replaced with new technology or outsourced to a vendor who can
provide higher-quality services at a lower cost. Although this recommendation is in-
deed somewhat extreme (and threatening to both HRM practitioners and those who
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teach human resource management!), it does demonstrate that companies need to
ensure that their HRM functions are creating value for the firm.

Technology should be used where appropriate to automate routine activities, and
managers should concentrate on HRM activities that can add substantial value to the
company. Consider employee benefits: Technology is available to automate the
process by which employees enroll in benefits programs and to keep detailed records
of benefits usage. This use of technology frees up time for the manager to focus on ac-
tivities that can create value for the firm (such as how to control health care costs and
reduce workers’ compensation claims).

Although the importance of some HRM departments is being debated, everyone
agrees on the need to successfully manage human resources for a company to maxi-
mize its competitiveness. Three themes emerge from our conversations with managers
and our review of research on HRM practices. First, in today’s flatter organizations,
managers themselves are becoming more responsible for HRM practices. Second,
most managers believe that their HRM departments are not well respected because of
a perceived lack of competence, business sense, and contact with operations. Third,
many managers believe that for HRM practices to be effective they need to be related
to the strategic direction of the business. This text emphasizes how HRM practices
can and should contribute to business goals and help to improve product and service
quality and effectiveness.

Our intent is to provide students with the background to be successful HRM pro-
fessionals, to manage human resources effectively, and to be knowledgeable con-
sumers of HRM products. Managers must be able to identify effective HRM practices
to purchase these services from a consultant, to work with the HRM department, or
to design and implement them personally. The text emphasizes how a manager can
more effectively manage human resources and highlights important issues in current
HRM practice.

We think this book represents a valuable approach to teaching human resource
management for several reasons:

® The text draws from the diverse research, teaching, and consulting experiences of
four authors. They have taught human resource management to undergraduates,
traditional day MBA students as a required and elective course, and more experi-
enced managers and professional employees in weekend and evening MBA pro-
grams. The teamwork approach gives a depth and breadth to the coverage that is
not found in other texts.

* Human resource management is viewed as critical to the success of a business. The
text emphasizes how the HRM function, as well as the management of human re-
sources, can help companies gain a competitive advantage.

® The book discusses current issues such as e-HRM, finding and keeping talented
employees, diversity, and use of teams, all of which have a major impact on busi-
ness and HRM practice.

® Strategic human resource management is introduced early in the book and inte-
grated throughout the text.

* Examples of how new technologies are being used to improve the efficiency and ef-
fectiveness of HRM practices are provided throughout the text.

BMO®™ Organization

Human Resource Management: Gaining a Competitive Advantage includes an introduc-
tory chapter (Chapter 1) and five parts.



Chapter 1 provides a detailed discussion of the global, new economy, stakeholder,
and work system challenges that influence companies’ abilities to successfully meet
the needs of shareholders, customers, employees, and other stakeholders. We discuss
how the management of human resources can help companies meet the competitive
challenges.

Part 1 includes a discussion of the environmental forces that companies face in at-
tempting to capitalize on their human resources as a means to gain competitive ad-
vantage. The environmental forces include the strategic direction of the business, the
legal environment, and the type of work performed, and physical arrangement of the
work.

A key focus of the strategic human resource management chapter is highlighting
the role that staffing, performance management, training and development, and com-
pensation play in different types of business strategies. A key focus of the legal chap-
ter is enhancing managers’ understanding of laws related to sexual harassment, affir-
mative action, and accommodations for disabled employees. The various types of
discrimination and ways they have been interpreted by the courts are discussed. The
chapter on analysis and design of work emphasizes how work systems can improve
company competitiveness by alleviating job stress and by improving employees’ mo-
tivation and satisfaction with their jobs.

Part 2 deals with the acquisition and preparation of human resources, including
human resource planning and recruitment, selection, and training. The human re-
source planning chapter illustrates the process of developing a human resource plan.
Also, the strengths and weaknesses of staffing options such as outsourcing, use of con-
tingent workers, and downsizing are discussed. Strategies for recruiting talented em-
ployees are emphasized. The selection chapter emphasizes ways to minimize errors in
employee selection and placement to improve the company’s competitive position.
Selection method standards such as validity and reliability are discussed in easily un-
derstandable terms without compromising the technical complexity of these issues.
The chapter discusses selection methods such as interviews and various types of tests
(including personality, honesty, and drug tests) and compares them on measures of va-
lidity, reliability, utility, and legality.

We discuss the components of effective training systems and the manager’s role in
determining employees’ readiness for training, creating a positive learning environ-
ment, and ensuring that training is used on the job. The advantages and disadvan-
tages of different training methods are described, such as e-learning.

Part 3 explores how companies can determine the value of employees and capital-
ize on their talents through retention and development strategies. The performance
management chapter examines the strengths and weaknesses of performance man-
agement methods that use ratings, objectives, or behaviors. The employee develop-
ment chapter introduces the student to how assessment, job experiences, formal
courses, and mentoring relationships are used to develop employees. The chapter on
retention and separation discusses how managers can maximize employee productiv-
ity and satisfaction to avoid absenteeism and turnover. The use of employee surveys
to monitor job and organizational characteristics that affect satisfaction and subse-
quently retention is emphasized.

Part 4 covers rewarding and compensating human resources, including designing
pay structures, recognizing individual contributions, and providing benefits. Here we
explore how managers should decide the pay rate for different jobs, given the com-
pany’s compensation strategy and the worth of jobs. The advantages and disadvan-
tages of merit pay, gainsharing, and skill-based pay are discussed. The benefits chap-
ter highlights the different types of employer-provided benefits and discusses how
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benefit costs can be contained. International comparisons of compensation and ben-
efit practices are provided.

Part 5 covers special topics in human resource management, including labor—
management relations, international HRM, and managing the HRM function. The
collective bargaining and labor relations chapter focuses on traditional issues in
labor-management relations, such as union structure and membership, the organizing
process, and contract negotiations; it also discusses new union agendas and less ad-
versarial approaches to labor-management relations. Social and political changes,
such as introduction of the euro currency in the European Community, are discussed
in the chapter on global human resource management. Selecting, preparing, and re-
warding employees for foreign assignments are also discussed. The text concludes
with a chapter that emphasizes how HRM practices should be aligned to help the
company meet its business objectives. The chapter emphasizes that the HRM func-
tion needs to have a customer focus to be effective.

Video cases at the end of each part integrate the concepts presented. These cases
are intended to give students practice dealing with real HRM issues that companies
are facing.
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NEW

“Competing in the New Economy” boxes provide examples of how
companies are using HRM practices to successfully compete in the
digital age. Successful companies use technology such as the Web to
streamline HRM practices, bring training and performance feedback
to employees’ desktops, and get employees more involved in making
choices about compensation and benefits; they also focus on
practices that encourage employees to be innovative, creative, and
satisfied. Topical coverage includes e-HRM, e-commerce, knowledge
workers, off-site workers, knowledge management, and more.

The Fourth Edition of
Human Resource
Management:

Gaining a

Competitive Advantage
was developed to teach
students how to face
and meet a variety of
challenges within their
organizations and how
to gain a competitive
advantage for their
companies.

To succeed in the new econ-
omy, companies need to
identify employees with mana-
gerial talent and help managers
develop skills needed to be
more effective. To attract and
retain talented I who
are in short supply, companies

Throughout this text, | | memmmr
special boxed areas Er i
focus on four distinct
categories—in order to |
teach readers about all i

* Management quick views:
These provide practical
information on over 40
common management topics
related to how to conduct
business, leadership and

nity. Through challenging ac-
tivities and assignments man-
agers gain increased
awareness of themselves,
their work teams, and IBM.

The program recognizes the
roles of the boss as coach, sup-
porter, and role model. The
boss is involved in the program

productivity, and HRM issues
* Interactive learning modules
These inter-

demands. IBM's “Basic Bl
Managers” program uses|
e-learning and face-to-fac]
classroom experiences. Tt
program helps managers
derstand their responsibil{
managing performance, ¢
ployee relations, diversity,
multicultural issues. It mos
the learning of all basic m
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e Stock Options{Heat Up

in Europe
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©One way to recognize employ-  that failing to do so would tractive to firms and their em-

GLOBALIZATION

agement skills to the WeH] oe’ Eorttbtions 1o todh e Grar ;

qualified employees ployees. As compatition in the

th t 0 f‘ h uman uaing dlsseroom expiarer company i to offer them stock  would quickly leave the newly  European market incresses, ax.
e a Sp e C S kit f°TP Sk managemy options, which allow them to  acquired firm, Alacatel an- perts predict that companies

$08s. {t slso gives managy buy shares of the firm's stock in  nounced a plan that would nat offering options will have a

resource management.
These boxes are found
in every chapter and
provide excellent
real-business examples
to underscore key
concepts throughout
the text.

Please take a moment

to learn about this new
edition and its exciting
enhancements by paging
through this visual guide
outlining the text’s new
features.

and their bosses greater
sponsibility for developmd
while the company provid
support in the form of unl
access to development ac
ties and support network:
learning model includes
levels:

take
part
i o

the future at a previously set
price. Although this practice
has been widespread in the
United States for a number of
years, European businesses are
now embracing the idea as a
method of retaining the best
employees and competing in a
global marketplace. In fact, Eu-
ropean companies that have
North American operations
have been feeling the greatest
pressure to join the stock op-
tion club for some time. For
instance, executives at the
French telecommunications

equipment manufacturer Alaca-

tel SA recently realized that
they needed to broaden the
scope of their compensation
when they began to buy North
American firms like Canada’s
Newbridge Networks. Afraid

award options to 35 percent of
its engineers and middle man-
agers outside the United States
(the rate inside the United
States is 75 percent).

The major difference be-
tween the way U.S. and Euro-
pean firms award stock options
is that the European companies
usually link them to specific
performance goals, such as a
company’s share price increase
compared with its c
German law actually requires.
this, and British firms such as
Barclays are beginning to en-
force stricter guidelines. Bel-

harder time recruiting the best

employees.

Back in the United States,
there may be a silver lining for
new employees who are now
recelving their options. With
the faltering stock market driv-
ing prices down, these workers
are now locking in low share
prices that will probably eam
them handsome profits in years
to come as the stock market re-

- covers, If they and their

companies perform well, every-
one will win.

SOURCE: "Tasation of E Stock
Opion. The Eiopos Cammsnion tone
26, 2001) 0. Woodhu,

gium and Swif still

discourage the use of stock op- £

tions through high taxes, but
Italy and Norway have passed
legislation and tax changes that
make stock options more at-

W@ How Does Pay Influence Labor Force

Composition?

Traditionally, using pay

“Competing through Globalization” boxes

For s p

is possible
rlormance may atract more high performers than an

examine the effective HRM practices that U.S.

businesses have used to deal with global threats

and create global successes.



COMPETING

BY MEETING
STAKEHOLDERS'
NEEDS

One would have great difficulty
ignoring the massive *war for
talent” that went on during the
late 1990s, particularly with the
notable dot-com craze. Firms
during this time sought to
become “employers of choice,”
to establish “employment
brands," and to develop
"employee value propositions*
as ways to ensure that they
would be able to attract and
retain talented employees.
However, what few probably
noticed was that in spite of the
hiring craze, this was also a

100,000
600,000 I
500,000
400,000
400,000
200,000

100,000

time of massive layoffs. In fact,

1998, the height of the war for
talent, also saw the largest
number of layoffs in the
decade.

This new trend seems to
represent a “chur"” of
employees, in which firms lay
off those with outdated skills or
cut whole businesses that are in
declining markets while
simultaneously building
businesses and employee bases
in newer, high-growth markets.
For example, IBM cut 69,256
people and increased its

Number of layoffs during the 1980s

SOURCE: Challenger, Gray, and Christmas, 1998,

people while churing employees in response to changing skill requirements de
manded by the dynamic competitiv

Research has indica
strategy formulation process.’

“Competing through High-Performance
Work Systems” boxes give examples of
companies that developed new technologies
and efficient work structures and policies that
made them more competitive.

Has Downsizing Become
a Way of Lifp?

d that few companies have fully integrated HRM into the
2 As we've mentioned before, companies are beginning

workforce by 16,000 in 1996.
The important question fac-
ing firms is, How can we
develop a reputation as an em-
ployer of choice, and engage
employees to the goals of the
firm, while constantly laying off
a significant portion of our
workforce? How firms answer
this question will determine
how they can compete by
meeting the stakeholder needs
of their employees.
'SOURCE: J. Laabs, *Has Downsizing Missed
Its Mark?* Workforce, Apri, 1999, pp. 31-36.

Y

“Competing by Meeting Stakeholders’ Needs”
boxes discuss the continuous challenges that
companies face of how to reach their financial
objectives and meet the needs of multiple
stakeholders, including shareholders, employees,
and the community.

COMPETING
THROUGH
HIGH
PERFORMANCE
WORK SYSTEMS

When Reggie Peterson showed
up at the emergency depart-
ment of his ocal university
medical center, he was display-
ing flulike symptoms, He was
tested and examined first by a
nurse, who suspected he had
ingitis, an inflammation of

quently !xtmlnad him
diagnosed the problem as sim-
ple flu and sent him home,

recommending rest and plenty
of fluids. Six hours later, Peter-
son died of spinal meningitis.
Unfortunately, the nurse who

Dm soltmun 1o this problam
fered by the National Acad-
emy of Sciences was to

Team-Based {Job Redesign
and Error Prgvention

d around teams, as
0pposcd © anmdual WSub-
and nurses. For example,
urban Hospital in Beth
Maryland, has adopted a mam«

ach in its Intensive
Care Unit {ICU). Each team in-
cludes an ICU specialist,a
pharmacist, a nutritionist, a so-
cial worker, a nurse, a
respiratory specialist, and a
chaplain who go to-

) the time | pmew

all (lZ-bod) Icu

each moming, visiting every pa-

jitis was not
working alongside the doctor,
and because she was earlier
chastised by this same doctor
for not "sticking to nursing”
she never shared her opinions
with him.

According to a recent study
by the Institute of Medicine, an
arm of the National Academy
of Sciences, this type of med-
ical eror oceurs all too .
frequently in today’s ital
and madmal mmhg:?

by a family member. The team
meats with aach patient’s bed-

patient from all possible angfos
This focus on teamwork has

a long tradition in other high-

pressure work contexts such as

aviation and

isi
man:

lndead, . enhanced com\wmr.a-

i id

health care system, along with
secretive and unpublicized er-
rors, makes it hard for the
general public to appreciate
the tem. However, if all the
errors in U.S, hospitals were ag-
gregated daily, the Institute of
Medicine likened the situation
to that of a 747 airplane crash-
ing every single day.

e—muvl e
nfe have 3l

kmedthecrewanof"

T
teams that work together d-

spite being separated in
and time. The use of these
technologies eliminates the
need for travel and truly allows
organizations to put ther

toget
the best teams pcsere free of

traditional constraints.

Usad 1o u-fMMorw
Lifesaver”
B182.

w%wml zwmpp.
i, J. Comigen,
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Objectives

1. Discuss how to 3. Discuss the 5. List the various 6. Explain the
align a company’s advantages and sources from recruiter's role in
strategic direction disadvantages of which job the recruitment
with its human various ways of applicants can be process, the limits
resource planning. eliminating a labor drawn, their the recruiter faces,
surplus and relative and the
2. Determine the avoiding a labor and PP
labor demand for shortage. disadvantages, available.
workers in various and the methods
job categories. 4. Describe the for evaluating
various them.
recruitment
policies

organizations
adopt to make job
vacancies more
attractive,

A

Learning objectives at the beginning of each chapter
inform students about the key concepts they should
understand after reading through the chapter.

The chapter-opening vignettes present a real
business problem or issue that provides background
for the issues discussed in the chapter.

NEW

“Finding and Keeping the Best Employees”
information appears throughout the text, showing
the various strategies through which companies hire
and retain talent.

were laying off

layoffs. Other cuts

company. What
advantages and
disaclva
because of these

decisions?

Enter the World of Busine

at the forefront of the

tages may

While most other airlines

the fall of
hwest Airlines
5 avaid any

needed to be made, but

the employees remained

Southwest on New York and Southwest Airlines  sumers in the form of
- Washington, D.C., dev-  bucked this trend, lower prices that are
Airlines: astated the whole however. Indeed, de-  sometimes half those
e nation, but few seg-  spite the regular ups  offered by competi-
Focused on ments of the economy  and downs of the air-  tors. High levels of job
Take-Offs, felt the impact as dra- line industry, in its 30 security also promote a
matically as the already ~ years of operation, willingness on the part
Not Lay()f‘fs struggling airline in- Southwest has never of Southwest employ-
dustry. Even after laid off employees; re-  ees to be innovative
reducing scheduled markably, it was able  on the job without
In the summer of 2001, flights by more than 20 to maintain this record fearing that they wil
the airline industry was  percent, most planes  even during the diffi-  be punished for any
facing severe problems  were taking off with cult Fall 2001 period.  mistakes. Southwest
due to slumping busi-  fewer than half their ~ Southwest's no-layoff also finds that satisfied!
ness travel and seats filled, and airline  policy is one of the employees help create
vacationer demand. In  shares lost a third of core values that under-  satisfied customers and
fact, Northwest Airlines  their value on the stock lie its human resource  can even help in re
announced draconian  exchange. Most air- strategy, and insiders  cruiting new
cuts in both schedules  lines needed to cut stress that it is one of  employees when eco
and service; Midway  costs drastically in the main reasons why  nomic conditions are
Airlines declared bank-  order to make ends the Southwest work-  conducive to growth
ruptey in August of meet, and over force is so fiercely In order to keep
that year, citing 100,000 employees loyal, productive, and  this perfect no-layoff
“calamitous” decline in  were eventually laid off flexible record in 2001, South.
air traffic. However, as  fom American Airlines,  The high productiv-  west executives
bad as things were, United Airlines, US Air- ity of these workers assembled into an
they soon got worse.  ways, Continental helps keep labor costs  emergency command
The September 11, Airlines, and America  low, and these savings  and control center in
2001, terrorist attacks  West are passed on to con-  Dallas and brain

7T
-
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provide vouchers or discounts for employees to use at existing child care facilities (5
percent of companies). At the highest level, firms provide child care at or near their
warksites (9 percent of companies). Toyota’s Child Development Program provides
24-hours-a-day care for children of workers at its Georgetown, Kentucky, plant. This
facility is designed o meet the needs of employees working evening and night shifts
who want their children to be on the same schedule, In this facility, the children are
kept awake all night. At the end of the night shift, the parents pick up their children
and the whole family goes home to bed.

An organization’s decision to staff its own child care facility should not be taken
lighely. It is typically a costly venture with important liability concerns. Marcover, the
d enhancing productivity, are often

results, in terms of reducing absentecism
mixed. One reason for this is that many organizations are “jumping on the day care
bandwagon”

cific employees.# Oy
wind up purchasing the wrong altemative. For example, one Fortune 500 company
found that less than 2 percent of its workforce used a fleible spending account that
had been adopted as the chief company policy on child care. The waste and incffi-

0" without giving much thought to the hest form of assistance for their spe-

ations that fail to do an adequate needs

ciency of this practice could have heen avoided had a more thorough needs andlysis
been conducted before the program was implemented.#

As an alternative example, Memphis-based First Tennessce Bank, which was los
ing 1,500 days of productivity a year hecause of child care problems, considered
creating irs own on-site day care center. Before acting, however, the company sur
veyed its employees. This survey indicated that the only real problem with day care
occurred when the parents’ regular day care provisions fell through hecause of sick-
ness on the part of the child or provider. Based on these findings, the bank opred ro
establish a sick-child care center, which was less costly and smaller in scope than
full-time center and yet still solved the employees’ major problem. As a result, ab-
senteeism dropped so dramatically that the progeam paid for itself in the first nine
months of aperation.*

Finding and Keeping the Best Employees

PriceWaterhouseCoopers (PWC), the accounting and consulting firm, has seen many
of its clients tum to cost cutting as the economy slows. That, in turm, has led PWC
luding those in the area of employee benefits. But

to examine its own expenses, i

———> thar overhaul has nor touched one key henefit: lexible work arrangements, Employ.

work and
nonwork responsibilities. Even as employers slash jobs and cut small perquisites such
as free food and drinks, they continue to provide programs that help employees jug
gle work and personal lives—mostly hecause they believe these programs help retain
valued workers, who are being asked to do more as workforce reductions eliminate po-
which has also faced difficult fi
nd its day
at company headguarters in San Jose, California, continues to operate at capacity,
which is all the more important
en diffcult times. These companies are looking ahead to a future that will once

ees are still free to leave work early or to telecommute to help them bala

sitions but not necessarily work. At Cisco Systes

nancial times, telecommuting continues to be a core benefit, re center

Cisco feels that these henefits enhance productivin

again bring growth; they want to be ready by retaining a group of dedicated and pro-

ductive emplovees to take advantage of that opportunity when it comes

ttam Line," The News and Observer. Releigh, NC (October 14,
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characteristics of the job will “inoculate” them to such characteristics se
ranted, hased on the research conducted to date.! Thus we return to the conclusion
that an organization’s decisions ahout personnel policies that directly affect the job's

atuributes (pay, security, advancement opportunities, and so on) will probably be more

ms unwar-

important than recruiter traits and hehaviors in affecting job choice.

Enhancing Recruiter Impact. Although research suggests that recruiters do ot
have much influence on job choice, this does not mean recruiters cannot have an im
pact. Most recruiters receive little training.” Recent research has attempred to find
conditions in which recruiters do make a difference. Based on this research, an or-
g
they recruit

First, recruiters can provide rimely feedback. Applicants react very negatively to
delays in feedback, often making unwarranted attributions for the delays (such as, the
organization is uninterested in my application). Second, recruiters need to avoid be-
haviors that might convey the wrong organizational impression.” Table 5.5 lists
quotes from applicants wha felt that they had had extremely had experiences with re-
cruiters. Third, recruiting can be done in teams rather than by individuals. As we
have seen, applicants rend to view line personnel (job incumbents and supervisors)
s more credible than personnel specialists, so these kinds of recruiters should be part
of any team. On the other hand, personnel specialists have knowledge that s ot
shared by line personnel (who may perceive recruiting as a small part of their “real”

ion can take several steps to increase the impact that recruirers have on those

jobs), so they should be included as well,

The chapter opener showed how Southwest Airlines steadfastly refused to lay off
workers, despite the pressure applied by the external environment. This one in-
stance of behavior, however, was simply an extension of a long-term culture that
used methods other than layoffs as a means of managing a labor surplus

Questions
1. Based on this chapter, what steps can other firms that want to emulate South-
west take in order to avoid layoffs? That is, what are some alternatives to lay
offs for avoiding a labor surplus?
2. How does the way a firm reacts to a labor shortage affect its ability to suc-
cessfully manage a labor surplus?

from poorly anticipared labor surpluses or shortages.
Human resource recruiting is a buffer activity that creates
an applicant pool that the organization can draw from in
the event of a labor shortage that is to be filled with new
hires. Organizational recruitment programs affect applica

Human resource planning uses labor supply and demand
forecasts to anticipate labor shortages and surpluses, It also
entails programs that can be urilized ta reduce a labor sur
plus (such ais downsizing and carly retirement programs)
and eliminate a labor shortage (like bringing in remporary
workers or expanding overtime). When done well, human  tions through personnel policies (such as promote.from.
ing can enhance the success of the organi-  within policies or due process provisions) that affect the
attributes of the vacancies themselves. They can also

resource pla
zation while minimizing the human suffering resulting

A new end-of-chapter segment,
“A Look Back,” encourages students to recall
the chapter’s opening vignette and apply it to

what

they have just learned.

NEW
Key terms are highlighted and defined in
the margin in order to help students learn
the language of HRM.

Discussion questions at the end of each
chapter help students learn the concepts
presented in the chapter and understand
potential applications of the chapter material.

CHAPTER 3 The Legal Environment: Equal Employment Opportunity and Safety 108

employees perceive the companys affirmative action policics. If the OFCCP finds
that the contractors or subcontractors are not complying with the executive order,

then its representatives may notify the EEOC (if there is evidence that Title VII has

been violated), advise the Department of Justice to institute criminal proceedings, re.
quest that the Sccretary of Labor cancel or suspend any current contracts, and forbid

the firm from bidding
OFCCP’s most pore

t weapon.

n future contracts. This last penalty, called debarment, is the

Having discussed the major laws defining equal employment opportunity and the
wencies that enforce these laws, we now address the various types of discrimination

ind the ways these forms of discrimination have been mterpreted by the courts in a

number of cases.

H@ Types of Discrimination

How would you know if you had heen discriminated

against? Assume that you have

applied for a job and were not hired. How do you know if the organization decided

not to hire you hecause you are unqualified, because you are less qualified than the

individual ultimately hired, or simply hecause the person in charge of the hiring

decision *didn’t like your type”? Discrimination is a multifaceted issue. It is often not

casy to determine the extent to which unfair discrimination affects an employer's

decisions,
L

tion for those participating in discrimination cases or opposing discriminatory

| scholars have wentified three theories of discrimination: disparate treat
e, disparate impact, ind reasonable accommadation. In addition, there is prorec

tions. In the act, these theories are stated in very general terms, | fowever, the court

system h

s defined and delineated these theories through the cases brought hefore it

A comparison of the theories of discrimination is given in Table 3.3

Disparate Treatment

Disparate treatment exists when individuals in similar situations are treated differ Disparate
ently and the different treatment is based on the individual’s race, color, religion, sex,  treatment
national origin, age, or disability status. If two people with the same qualifications A theory of

pply for a job and the employer decides whom to hire based on one individual
the individual not hired is a victim of disparate treatment. In the disparate treatment
case the plaintiff must prove that there was a discriminatory motive—that is, that th

employer intended to discriminate

Whenever individuals are treated differently hecause of their race, sex, or th
there is disparate treatment. For example. if a company fails to hire womgd sith

school-age chi

with school-age children, the applicants are being tr
Another example would be an employer who checks the references
65 but docs not do so fgdiwhite applicants

the conviction records of minority applic;
Why are
manager will cither

ren (claiming the women will be frequently absent) but Hires men

nagers advised nor to ask about marital starus? Be
sk only the female applicants or, if the
and females, he or she will make different assumptions
will have to move if her hushand gets a job elsewhere”)4nd males (such as “He's very

discrimination based
on different
treatments given to
individuals because
of their race, color,
religion, sex,
national origin, age,
or disability status

s race,

ated differently pefsed on sex

Ad investigates

Use in most cases, a

fanager asks both males
Out females (such as “She

stable™). In all these examples, norice that (1) peoplyAre being treated differently and

) there is an actual intent to treat them differ

-
r

way with boy
have beer
five-ye,
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the flight attendants and the mechanics. In addition, labor costs
friven up as a result of the union activity. The pilots signed a lucrative
contract that will place them at the highest pay in the industry. In an ef-
head off the organizing drive, the mechanics were recently given raises to
flarly put them at the industry top. Now the flight attendants are seeking in
lustry-leading pay irrespective of but certainly encouraged by the union drive.

The Delta Air Lines story provides a perfect example of the perils that can await
firms that fail to adequately address human resource issues in the formulation and

implementation of strategy

Questions

1. How does the experience of Delta Air Lines illustrate the interdependence
between strategic decisions of “how to compete” and “with what to com
pete?” Consider this with regard to both strategy formulation and strateqy

implementation

2.If you were in charge of HRM for Delta Air Lines now, given the issues de-
scribed in the “A Look Back" section, what would be your major priorities?
How would you approach and solve these issues?

strategic approach to human resource management
seeks to proactively provide a competitive advantage
through the company’s most important asset: its human
resources. The HRM function needs to be integrally
involved in the formulation of strategy 1o identify the
people-related business issues the company faces. Once
the strategy has heen determined, HRM has a profound
impact on the implementation of the plan by developing
and aligning HRM practices that ensure that the company
has morivated employees with the necessary skills. Finally,

1. Pick one of your university's major sports teams (like
foorball or basketball). How would you characterize
that team’s generic strategy? How does the composition
of the team members (in terms of size, speed, ahility,
and s0 on) relate to that strategy? Whar are the
strengths and weaknesses of the team? How do those
dictare the team’s generic stratcgy and its approach to
a particular game?

2. Do you think that it is e
the strategic management process in large or in small
arganizations? Why?

3. Consider one of the organizatians you have been affil
iated with. What are some examples of human resource
practices that were consistent with that organizaion's
strategy? What are examples of practices that were in-
consistent with its strategy?

ier to tie human resources to

the emerging strategic role of the HRM function requires
that HR professionals in the future develop business,
professional-technical, change management, and integra-

tion competencies. As you will see more clearly in later
chapters, this straregic approach requires more than sim-
ply developing a valid selection procedure or state-of-the-
art performance management systems. Only through these
competencies can the HR professional take a strategic ap-
proach to human resource ma

4. How can strategic management within the HRM de-
partment ensure that HRM plays an effective role in
the company’s strategic management process!

5. What types of specific skills (such as knowledge of -
nancial accounting methods) do you think HR profes
sionals will need to have the business, professional-
technical, change management, and integrative com-
petencies necessary in the future? Where can you de-
velop each of these skills!

6. What are some of the key environmental variables chat
you see changing in the business world today? What
impact will those changes have on the HRM function
in organizations’
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contributes most to helping a company gain a com-
petitive advantage? Which arca do you believe con-
tributes the lease? Why?

4. What s the halanced scorecard? Identify the four per-

ncluded in the balanced scorecard. How can

ctices influence the four perspectives?

Is HRM becoming more strategic? Explain your answer.

Explain the implications of each of the following labor

force trends for HRM: (1) aging workforce, (2) diverse

workforce, (3) skill deficiencies.

In this chapter we discuss four competitive challenges that

7. What role do HRM practices play in a business deci-

sion to expand internationally?

. Is business emphasis on quality a fad? Why or why not?
What might a quality goal and high-performance work
systems have in common in terms of HRM practices?

. What disadvantages might result from outsourcing
HRM practices? From employee self-service? From in-
creased line manager involvement in designing and
using HR practices?

»

©

Questions

companies face (the new cconomy, global

ere you will
SHRM also
publishes HR Magazine, a business magazing for human re-
source managers.

agement. The address is www.shrm,org.

important professional society for human k
find current articles related to HRM issi

1. Howare dealing with the comp
lenges? Use Web resources to find an article that relates
to how a company is dealing with the competitive
.mnwm Goto“HR Channel” Click o any of he

practices listed to find an artic

3, Shmenacis e ol e e

3. Identify how it relates to one of the competitive chal-
lenges discussed in the chaper.

1. The opening vignette described how relationships be-
tween employers and employees are changing. What
are the likely consequences of this change? Where does
the social responsibility of employers end, and where
does the need to operate more efficiently hegin?

Your company, like many others, i experiencing dou-
git percentage increases in_ health
What suggestions can you offer thar may reduce the
rate of cost increases!

Why is communication so important in the employee
benefits area? What sorts of programs can a company
use to communicate more effectively? What are the po-

e costs.

The Health Insurance Portability and Accountability Act
(HIPAA) of 1996 is a major health care reform mandate that
sets minimum standards to improve the
and renewability of health  insurance c.
wwwhefagov (the Web sit for HIPAA), which smow
some commonly asked questions for small employers abou

it
the provisions of HIPAA. Click on HIPAA, then Employers.
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tential positive consequences of more effective benefits
communication?

4. What are the potential advantages of flexible benefits
and flexible spending accounts? Are there any poren-
tial drawbacks?

5. Although benefits account for a large share of em
ployee compensation, many feel there is little evidence
on whether an employer receives an adequate return
on the benefits investment, One suggestion has been to
link benefits o individual, group, or organization per-
formance. Explain why you would or would not recom-
mend this strategy to an organization.

Questions

1. What does portability mean?

2. What is a preexisting condition? How does HIPAA af
fect how businesses can apply preexisting condition ex-
clusions to employees?

How does HIPAA benefit small employers?

The Human Factor
Julie Jones jumped at the chance to take a sdbbatical when  charge of intemal operations. “This is a way to cut costs
Accenture Ltd. (ACN) offered one in June Although she  that giv ity to hang onto people we spent so
had been a consultant in the firm's Chicagd office for just  much time recruiting and training,” he says.
two and a half years, the 25-year-old expeft in accounts  Plenty of other employers are feeling the same way
able software had long wanted to wofk for Ameri-  The slumping cconomy has put pressure on companies to
P, the national volunteer group. So n July, Jones,  slash expenses and boost sagging profits. But the United
who'ssingle, headed our to Los Angeles fofa year to join  States has just sailed through five years of labor shortfalls
an AmeriCorps group that helps nonprofitsfwith technol-  on a scale not seen in more than three decades. Whar's
ory problems. Accenture, the former confulting arm of more, the unemployment rate, while rising, remains at
Andersen Worldwide, will pay 20 percend of ary,  historically low levels. Many employers are wary about
plus benefits, and let her keep her work phone number,  dumping too many workers just to find themselves scram-
laptop, and e-mail. “This gives me the securfty of knowing  bling later to refill the positions.
Il have a job when I come back,” says Jongs Even companies that have handed out pink \llr\\w(l\n
Accenture hopes the program will offe it some secu-  did so with caution rather than abandon. When C
tity, too. The economic slowdown has pinghed the com-  Schwab Corp. (SCH) first saw business deteriorate
pany's business, forcing it to rein in costs. put after years  fall it put projects on hold and cut back on such expenses
of scrambling to find scarce talent, Accentre is reluctant s travel and entertainment to avoid layoffs, says human
0 lay off workers it hopes to need when| the cconomy  resources vice president Ruth K. Ross. In December, as it
turns narth again. Accenture did cur 600 support staffjobs  became clear that more was needed, top exccutives all
in June. But to retain skilled employees, it Fooked up the ook pay cuts: 50 percent for the company’s two co-CEQs,
idea of partially paid sabbaticals, such as che one Jones is 20 percent for executive vice presidents, 10 percent for
taking. About 1,000 employecs took up tht offer, which  senior vice presidents, and 5 percent for vice presidents.
allows them to do whatever they want for 6o 12 months,  Schwab took further steps this year before finally cut-
says Larry Solomon, Accenture’s managifg partner in ting staff. It encouraged employees to take unused vaca.

End-of-chapter Internet exercises require students to
use their Web skills to further understand the value
of the Internet for managing human resources, and
as a professional resource.

BusinessWeek cases look at incidents and real
companies as reported by the nation’s number one
business weekly, and encourage students to
critically evaluate each problem and apply the
chapter concepts.

End-of-part video cases and accompanying
questions challenge students to view HRM
issues and problems from multiple perspectives.
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{] Dr. Goodnight’s Company Town

The war for talent has businesses transforming their cor-
lubs—offering everything  night beli
wes willing to arrange em-  differen.
ployeslawn mowing and haircuts. But long before the his lar
words Flabor crunch” put employee perks in vogue
Instinfte Inc. founder James Goodnight was lavishing
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VIDEO CASE

Most jobs start with an interview,
whether it's conducted in person, by
phone, or even online. Interpersonal
dynamics can affect those interviews,
50.a human resource manager who is
looking to develop a diverse work-
force to meet company needs must
be able to ask the right questions of a
candidate and listen to the answers
in an objective, controlled manner.
The ultimate goal is to evaluate the
candidate fairly and accurately so
that he or she fits well with job re-
quirements. As you'll see in the
video, two managers for the Beck 'n’
Call company are interviewing two
job applicants, and how they con-
duct the interviews and evaluate the
applicants will affect both the organ-
ization and the individuals—in the
composition of the company’s work-
force and the way those employees
later develop in their positions. Both
racial and gender issues enter into
play in chis scenario.

The US. workforce is becoming
increasingly diverse. Experts esti-
mate that by 2006 the American
workforce will be 72 percent Cau-
casian, 11 percent African Ameri-
can, 12 percent Hispanic, and 5 per-
cent Asian and other ethnic or
cultural groups. Companies  thar
vant to grow and remain competi-

, expe-
ience, md knwl?ge of workers
from different backgrounds and cul-
tures. I they do not, they may miss a
golden opportunity to reach a larger
customer base. The customer bhase
for Beck 'n’ Call is growing more and
more diverse, with African Ameri-

Developing al Diverse
Workforce

can and Hispanic communities in-

creasing in population where Beck
“n’ Call s located. So it makes sense
t0 recruit, develop, and retain em-
ployees who can relate to this broad-
ening customer base and meet their
needs in specific ways.

Managers at all companies,
whether product or service oriented,
can reap the rewards of diversity for
their organizations if they practice
ethnorelativiom—the  belief  that
groups and subcultures are inher-
ently equal. The firse step toward
this belief may be consciously recog:
nizing their own tendencies toward
ethnocensrism—the belief that their
own cultures are superior. Once a
person recognizes and acknowledges
his or her own attitudes and stereo-
typical beliefs, he or she can open up
t new ideas and begin to change.
For instance, conducting a struc-
tured employment interview with
questions that are standardized and
focused on_ accomplishing defined
goals will help promote ethnorela-
tivism as oppased to ethnacentrism.
In addition, the interview should
contain questions that allow the job
applicant to respond and demon-
strate. his or her competencies in
ways that are job related, not per-
sonal. Hunches and gut feelings
should play a tiny part in such an in-
terview, because once a job appli-
cant hecomes an employee, it’s the
concrete evidence of performance
that counts, not whether the inter-
viewer and employer went to the
same college or like the same sports
teams.

After employees are hired, it is im-
portant to give them opportunities to
develop their skills and advance. This
practice not only enhances the em-
ployee-employer  relationship but
also boosts overall productivity of the
company. Managers must also be
aware of the possibility of o *
ceiling” an invisible barrier that sep-
arates female employees or those of
different cultural or ethnic back-
grounds from top levels of the organ-
ization. One way to guard against bar-
riers to advancement is to examine
workforce composition and statistics.
Do certain groups of employees top
out at middle management positions?
Is there a cluster of women and mi-
norities near the bottom of the em-
ployment ladder? Is upper manage-
ment made up entirely of Caucasian
males? If 5o, why? Do all employees
receive equal training and opportuni-
ties for advancement, or do some re-
ceive preferential treatment, even if
itisn't obvious? Some studies indicate
that companies may also have “glass
walls," which are invisible barriers to
important lateral moves within the
company. These barriers are just as
important as the glass ceiling because
a glass wall can prevent an employee
from receiving training or experience
in certain areas that would enable
him or her 10 move up eventually.
Studies confirm the existence of the
glass ceiling and glass walls; one
showed recently that 97 percent of
the top U.S. managers are Caucasian
and 95 percent of them are male.
Limiting career advancement for cer-

tain groups undermines morale at a
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