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P re  f ace 

Human Resource Management, 14th edition, provides students in human resource 
management courses and practicing managers with a full and practical introduction 
to human resource management concepts and techniques, with a focus on how to use 
those techniques to improve performance, productivity, and profitability at work. 
As this new edition goes to press, I feel even more strongly than I did when I wrote 
the first that all managers—not just HR managers—need a strong foundation in HR/
personnel management concepts and techniques to do their jobs effectively. You 
will therefore find an emphasis here on practical material you need to perform your 
day-to-day management responsibilities, even if you never spend a day as a human 
resource manager. 

I focused this edition on performance, productivity, and profitability for two rea-
sons. First, companies must be competitive, and at the end of the day, competitive-
ness requires improved performance, productivity, and profitability.

Second, as I write this preface, the remnants of 2008’s global recession continue 
to impede economic growth. For example, America’s gross domestic product rose 
only about 1% on average from 2008 to 2013, well below the roughly 3% average for 
similar earlier periods. To boost performance, productivity, and profitability in the 
face of such weak demand, employers turned in part to human resource management. 
Many first instituted headcount cost controls. That helps explain why America’s  
59% employment-to-population ratio is down to where it was in the early 1980s, 
the 7+% unemployment rate is at least 2% too high, and the ratio of wages to gross 
domestic product (about 44%) is well below average. But headcount cost controls 
did help employers keep both after-tax profit margins (9.3%) and profits as a share 
of gross domestic product (about 11%) higher than in the past 50 years.

And as we’ll see in this book, those headcount controls were just one of hundreds 
of HR techniques employers used to reduce costs and improve performance, produc-
tivity, and profitability, often while maintaining or improving employee relations, 
morale and engagement. A skill-based pay program at JLG Industries led to lower 
overall staffing levels, higher minimum hiring qualifications, increased productivity, 
and expanded plant capacity. One forest products company saved over $1 million 
over 5 years by investing about $50,000 in safety improvements and employee safety 
training. GE Medical used recruiting metrics such as “percentage interviews that 
lead to offers” to lower recruiting costs by 17%. In staffing its call centers, Xerox 
Corp. long hired applicants with call center experience. But after using special HR 
data analytics tools to analyze call center performance, it discovered that operator 
personality, not experience was the key. It now keeps hiring costs down and perfor-
mance up by using special software to screen for its almost 40,000 call center jobs.

Changes and New Features
In addition to thoroughly updating all chapters, and streamlining the book, I used the fol-
lowing features and changes to help implement this edition’s new focus on performance, 
productivity, and profitability.

First, Improving Performance features demonstrate real-world human resource 
management tools and practices that managers actually use to improve per-
formance. The discussion questions within each of the three boxed Improving  
Performance features are also in the accompanying MyManagementLab®.

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

Improving Performance Through HRIS are embedded features that demon-
strate how managers use human resource technology to improve performance.

Improving Performance: HR as a Pro�t Center contains 
actual examples of how human resource management prac-
tices add value by reducing costs or boosting revenues.

Improving Performance: HR Practices   Around the Globe 
shows how actual companies around the globe use HR prac-
tices to improve their teams’ and  companies’ performance, 
while illustrating the challenges managers face in  managing 
internationally.

 CHAPTER 16 • EMPLOYEE SAFETY AND HEALTH    507

example, Process and Performance Measurement (PPM) is a Windows application for designing 
and completing safety audit questionnaires. To use this application, the manager gives the safety 
audit a name, enters the audit questions, and lists possible answers. Typical questions for a fire 
extinguisher audit might include, “Are fire extinguishers clearly identified and accessible?” and 
“Are only approved fire extinguishers used in the workplace?”  98   The supervisor or employee then 
uses his or her PDA to record the audit and transmit it to the firm’s safety office. 

 Evidence-based safety and security-related metrics to audit would include, for instance, in-
jury and illness rates, workers’ compensation cost per employee, at-risk behavior reduction, and 
safety training exercises.  99   To ensure that the audit results in improvements,  trend the audit data  
(for instance, to see if accident rates are rising or falling or steady), and  track the corrective 
 actions  through to completion.  100   

T  able   16-1    summarizes suggestions for reducing unsafe conditions and acts.  101   The accom-
panying HR Practices Around the Globe feature shows one safety program abroad.  

   IMPROVING PERFORMANCE:  HR Practices Around the Globe 

 Safety at Saudi Petrol Chemical 

 The industrial safety and security manager for the Saudi Petrol Chemical Co., in Jubail City, Saudi Arabia, 
says that his company’s excellent safety record results from the fact that “our employees are champions 
of safety.”     Employees are involved in every part of the safety process. They serve on safety committees, 
develop and lead daily and monthly safety meetings, and conduct job safety analyses, for instance. 

 Safety begins with the company’s top management. Senior management representatives serve on 
the company’s Management Health and Safety Committee. This committee meets monthly to review 
incident reports, establish health and safety goals, review safety statistics, and endorse and sponsor safety 
programs. 

 The �rm cultivates its “safety �rst” culture from the day a new employee arrives at work. For example, 
new employees are encouraged to participate in the safety process during orientation. Then (about 6 weeks 
later) they attend a one-day orientation where company of�cials emphasize the importance of the compa-
ny’s health, safety, and environmental policies and programs. Employees also participate in monthly depart-
mental training sessions to discuss departmental safety issues and safety suggestions. They work with their 
departmental committees to conduct monthly safety audits, to review and document departmental job 
safety, and to submit safety suggestions (about 60 suggestions are submitted per month). Employees are 
required to report every safety incident and near miss, and more than 600 reports are submitted each year. 

       Discussion Question 16-5:     Answer this: “Based on what I read so far in this chapter, here is why 
I think this facility has a good safety record.”      

 TABLE 16-1   Reducing Unsafe Conditions 
and Acts: A Summary 

  Reduce Unsafe Conditions  
   Identify and eliminate unsafe conditions.  

  Use administrative means, such as job rotation.  

  Use personal protective equipment.   

  Reduce Unsafe Acts  
   Emphasize top management commitment.  

  Emphasize safety.  

  Establish a safety policy.  

  Reduce unsafe acts through selection.  

  Provide safety training.  

  Use posters and other propaganda.  

  Use positive reinforcement.  

  Use behavior-based safety programs.  

  Encourage worker participation.  

  Conduct safety and health inspections regularly.   

Know Your Employment Law boxed features within 
each chapter discuss the practical implications of the 
employment laws that apply to that chapter’s topics, such 
as the laws relating to recruitment (Chapter 5), selection 
(Chapter 6), training (Chapter 8), and safety (Chapter 16).

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

employer has paid a commission on last year’s carryover sales, which the sales force had little or 
no role in bringing in this year.  59   

 A survey of sales effectiveness reveals that salespeople at high-performing companies: 

●   Receive 38% of their total cash compensation in the form of  sale incentive pay  (compared 
with 27% for salespeople at low-performing companies)  

●   Are twice as likely to receive stock,  stock options , or other equity pay as their counterparts 
at low-performing companies (36% versus 18%)  

●   Spend 264 more hours per year on  high-value sales activities  (e.g., prospecting, making 
sales presentations, and closing) than salespeople at low-performing companies  

●   Spend 40% more time each year with their  best potential customers —qualified leads and 
prospects they know—than salespeople at low-performing companies  

●   Spend nearly 25%  less time on administration , allowing them to allocate more time to core 
sales activities, such as prospecting leads and closing sales  60     

 Distinguishing among performers is also important. For example, some companies distinguish 
among stars, laggards, and core performers. Some companies limit how much their salespeople 
can earn in commissions, but doing so can perversely encourage star salespeople to quit selling 
when they reach their quotas. Laggards seem to do better with more frequent, quarterly bonuses 
and social pressure to improve their performance. Core performers—the vast midrange of the 
sales force—should have multitier targets. The first tier target is what sales agents historically 
attain. The second-tier re�ects what a small percentage of the sales force attains. The third tier 
target is usually only attained by the company’s star salespeople.  61    

  Sales Incentives in Action 
 Car salespersons’ compensation ranges from 100% commission to a small base salary with com-
mission accounting for most of total compensation. Traditionally, the car salesperson’s commis-
sion is based on a percentage of the difference between the dealer’s invoice cost and the amount 
the car is sold for, minus an amount to cover the “pack” or dealer overhead (the pack being per-
haps $300 for a new car to $800 for a used car, and rising for pricier cars).  62   

 This approach encourages the salesperson to hold firm on the retail price, and to push “after-
sale products” like �oor mats and side moldings. There may also be extra incentives to sell 
packages such as rustproofing. For selling slow-moving vehicles, the salesperson may get a 
“spiff”—an extra incentive bonus over commission. And there are bonuses, such as Salesperson 
of the Month (perhaps $300 for most cars sold).  63   

 Commission plans like these still dominate, but not as much. Many dealerships are substitut-
ing salary plus bonus plans for commissions. This re�ects the growing emphasis on “one price 
no hassle” pricing.  64   But in either case, the pay plan’s aim is to produce the salesperson behaviors 
the dealership needs to support its strategic aims.  

    Improving Performance Through HRIS:  How Effective Are Your Incentives?  
 Somewhat astonishingly, given the amount of money employers pay out in commissions, about 
60% of employers track sales performance and sales commissions much as they did decades ago, 
using spreadsheets.  65   But to maximize performance, the sales manager typically needs evidence, 
such as: Do the salespeople understand the compensation plans? Do they know how we measure 
and reward performance? Are quotas fair? Is there a correlation between performance and com-
missions? And, does our commission plan maximize sales of our most profitable products?  66 

Spreadsheets don’t easily support these types of analyses. 
 Conducting these analyses requires special enterprise incentive management software 

applications.  67   Several vendors supply these. One is VUE Software™, which supplies VUE 
Compensation Management ® .  68   With the aid of VUE Compensation Management ®  the sales 
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but these  lump-sum merit raises  are not. This produces two potential benefits. First, the merit 
raise is not baked into the employee’s salary, so you need not pay it year after year. Lump-sum 
merit increases can also be more dramatic motivators than a traditional merit raise. For example, 
a 5% lump-sum merit payment to a $30,000 employee is $1,500 cash, as opposed to a weekly 
merit payout of $29 for 52 weeks. 

 The other adaptation ties merit awards to both individual and organizational performance. 
 Table   12-1    presents an example. In this example, you might measure the company’s performance 
by, say, profits. Here, company performance and the employee’s performance (using his or her 
performance appraisal) receive equal weight in computing the merit pay. In  Table   12-1    an out-
standing performer would receive 70% of his or her maximum lump-sum award even when the 
organization’s performance was marginal. However, employees with marginal or unacceptable 
performance would get no lump-sum awards even when the firm’s performance was outstanding. 
The bonus plan at Discovery Communications is an example. Executive assistants can receive 
bonuses of up to a maximum of 10% of their salaries. The boss’s evaluation of the assistant’s in-
dividual performance accounts for 80% of the potential bonus; 10% is based on how the division 
does, and 10% on how the company does.  25   

    Diversity Counts 
We saw in  Chapter   10    that women     typically earn only about 85% as much as men. It turns out 
that in some cases, women may also not have access to the same bonus plans as men do.  26   In the 
English town of Sheffield, for instance, town employees such as gardeners and street cleaners, 
mostly male, were eligible to receive “productivity improvement” bonuses, which raised their 
pay by up to 38%. Care workers, primarily female, could not participate in the bonus plan, and 
thus earned much less than the men did. Successful employers know that “diversity counts,” and 
that in designing all their total pay components, it’s important to consider the plan’s affect on 
female employees.  

  Incentives for Professional Employees 
 Professional employees are those whose work involves the application of learned knowledge to 
the solution of the employer’s problems, such as lawyers and engineers. 

 Making incentive pay decisions for professional employees is challenging. For one thing, 
firms usually pay professionals well anyway. For another, they’re already driven by the desire to 
produce high-caliber work. 

 However, it is unrealistic to assume that people like Google engineers work only for profes-
sional gratification. Few firms, therefore, work harder to maintain competitive incentives for 
professionals. For example, Google reportedly pays higher incentives to engineers working on 
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            Individual Employee Incentive and Recognition Programs 
 Several incentive plans are particularly suited for use with individual employees. 

  Piecework 
  Piecework      is the oldest incentive plan and still the most commonly used. Earnings are tied directly 
to what the worker produces; the person is paid a piece rate for each unit he or she produces. 
Thus, if Tom Smith gets $0.40 apiece for stamping out doorjambs, then he would get, say, $80 for 
stamping out 200. 

D  eveloping a workable piece rate plan requires both job evaluation and (strictly speaking) 
industrial engineering. Job evaluation enables you to assign an hourly wage rate to the job in ques-
tion. But the crucial issue in piece rate planning is the production standard, and this standard is 
often developed by industrial engineers. The engineers state production standards in terms of a 
standard number of minutes per unit or a standard number of units per hour. In Tom Smith’s case, 
the job evaluation indicated that his doorjamb stamping job was worth $8.00 an hour. The industrial 
engineer determined that 20 jambs per hour was the standard production rate. Therefore, the engi-
neered piece rate (for each doorjamb) was $8.00 divided by 20, which equals $0.40 per doorjamb. 

 With a  straight piecework      plan, Tom Smith would be paid based on the number of door 
jambs he produced; there would be no guaranteed minimum wage. However, today most em-
ployers must guarantee their workers a minimum wage. With a guaranteed piecework plan, Tom 
Smith would be paid $7.25 per hour (the minimum wage) whether or not he stamped out 18 door 
jambs per hour (at $0.40 each). But he would also get $0.40 for each unit over 18.  

 Piecework generally implies straight piecework, a strict proportionality between results and 
rewards regardless of the level of output. Thus, in Smith’s case, he continues to get $0.40 apiece for 
stamping out door jambs, even if he stamps out more than planned, say, 500 per day. However, cer-
tain types of piecework plans call for a sharing of productivity gains between worker and employer. 
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  piecework 
  A system of pay based on the 
number of items processed by each 
individual worker in a unit of time, 
such as items per hour or items 
per day.   

  straight piecework 
  An incentive plan in which a person 
is paid a sum for each item he or 
she makes or sells, with a strict 
proportionality between results 
and rewards.   

  standard hour plan 
  A plan by which a worker is paid a 

 KNOW YOUR EMPLOYMENT LAW 

 Employee Incentives and the Law 

 Various laws affect incentive pay. Under the Fair Labor Standards Act, if the incentive the worker 
receives is in the form of a prize or cash award, the employer generally must  include the value 
of that award  when calculating the worker’s overtime pay for that pay period.  15   So, unless you 
structure the incentive bonuses properly, the bonus itself becomes part of the week’s wages. For 
example, suppose someone who earns $10 per hour for a 40-hour week also earns, in one week, 
performance incentive pay (a performance bonus) of $80 for the week, or $480 total pay for the 
week. Further, assume she  also  works 2 hours overtime that week. The overtime rate for each of 
the 2 hours she works overtime is not simply 1.5 times her regular $10 per hour pay. Instead it 
is 1.5 times $12 per hour. Why? Because with her performance bonus she earned $480 for the 
40 hour week, and $480 divided by 40 hours is $12 per hour. Therefore she actually earned in 
total that week $480 plus the overtime pay of $12 per hour for the two extra hours, or $480 + 
$24 = $504 total for the week.  

 Certain bonuses are excludable from overtime pay calculations. For example, Christmas and gift 
bonuses that are not based on hours worked, or are so substantial that employees don’t consider them a 
part of their wages, do not have to be included in overtime pay calculations. Similarly, purely discretion-
ary bonuses in which the employer retains discretion over how much if anything to pay are excludable. 

 However other types of incentive pay  must  be included. Under the Fair Labor Standards Act 
(FLSA), bonuses to include in overtime pay computations include those promised to newly hired 
employees; those provided for in union contracts or other agreements; and those announced to 
induce employees to work more productively or ef�ciently or to induce them to remain with the 
company. Such bonuses would include many of those we turn to next, such as individual and group 
production bonuses. 
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2  Discuss the main incentives 
for individual employees. 

each unused sick day. The problem is that legitimately sick employees may come to work. Others 
hold monthly lotteries in which only employees with perfect monthly attendance are eligible for 
a cash prize. At Marriott, employees can trade the value of some sick days for other benefits. 
Others aggressively investigate all absences, calling absent employees at home.  18   

 Many employers use  pooled paid leave plans  (or  “banks” ).  19   These plans lump together 
sick leave, vacation, and personal days into a single leave pool. For example, one hospital pre-
viously granted new employees 25 days off per year (10 vacation days, 3 personal days, and 
12 sick days). Employees used, on average, 5 of those 12 sick days (as well as all vacations 
and personal days).  20   The pooled paid leave plan allowed new employees to accrue 18 days to 
use as they saw fit. (Special absences like serious short-term illnesses and bereavement leave 
were handled separately.) The pooled plan reduced absences. Most firms don’t include federal 
holidays in their paid time off “banks.”  21   The accompanying Profit Center feature shows how 
one employer cut costs. 

   IMPROVING PERFORMANCE:  HR as a Pro�t Center 

 Controlling Sick Leave 

 Sick leave often gets out of control because employers don’t measure it. In one survey, only 57% of em-
ployers formally tracked sick days for their exempt employees.  22   Three-fourths of the employers couldn’t 
provide an estimate of what sick pay was costing them. Therefore, the employer should �rst have a system 
in place for monitoring sick leaves and for measuring their �nancial impact.  23    CHAPTER 7 • INTERVIEWING CANDIDATES    203

and succeeding candidates’ interviews (to ensure consistency). However, all panel members record 
and rate the applicant’s answers on the rating sheet (as on pages 214–216). They do this by indicat-
ing where the candidate’s answer to each question falls relative to the benchmark poor, marginal, 
or good answers. At the end of the interview, someone answers any questions the applicant has.  74   

 Web-based programs help interviewers design and organize behaviorally based selection 
interviews. For example, SelectPro ( www.selectpro.net ) enables interviewers to create behavior-
based selection interviews, custom interview guides, and automated online interviews. The HR 
Tools feature explains another interviewing approach. 

   IMPROVING PERFORMANCE:  HR Tools for Line Managers and Entrepreneurs 

 How to Conduct an Effective Interview 

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

    Step 1:   First, make sure you know the job.     Do not start the interview unless you understand the 
job’s duties and what human skills you’re looking for. Study the job description.  

   Step 2:   Structure the interview.      Any  structuring is better than none. If pressed for time, you can 
still do several things to ask more consistent and job-relevant questions, without develop-
ing a full-blown structured interview.  75   They include:  76   
   •   Base questions on  actual job duties.  This will minimize irrelevant questions.  
  •    Use  job knowledge, situational, or behavioral questions , and know enough about the 

job to be able to evaluate the interviewee’s answers. Questions that simply ask for 
opinions and attitudes, goals and aspirations, and self-descriptions and self-evaluations 
allow candidates to present themselves in an overly favorable manner or avoid revealing 
weaknesses.  77    Figure   7-2    illustrates structured questions.  

  •     Use the same questions  with all candidates. This improves reliability. It also reduces bias 
by giving all candidates the same opportunity.  

  •    Perhaps use  descriptive rating scales  (excellent, fair, poor) to rate answers. For each 
question, if possible, have several ideal answers and a score for each. Then rate each 
candidate’s answers against this scale.  

  •    If possible, use a  standardized interview form.  Interviews based on structured guides like 
the ones in  Figure   7-1     (pages  193 – 194 )  or  Figure   7A-1   , “structured interview guide” 
 (pages  214 – 216 ) , usually result in better interviews.  78   At the very least, list your ques-
tions before the interview.    

 FIGURE 7-2   Examples of 
Questions That Provide 
Interview Structure         

Job Knowledge Questions
1. What steps would you follow in changing the fan belt on a Toyota Camry?
2. What factors would you consider in choosing a computer to use for work?

Experience Questions
3. What experience have you had actually repairing automobile engines? 
4. What experience have you had creating marketing programs for consumer products?

Behavioral (Past Behavior) Questions
5. Tell me about a time when you had to deal with a particularly obnoxious person. What was the 

situation, and how did you handle it?
6. Tell me about a time when you were under a great deal of stress.What was the situation, and 

how did you handle it?

Situational (What Would You Do) Questions
7. Suppose your boss insisted that a presentation had to be �nished by tonight, but your subordi-

nate said she has to get home early to attend an online class, so she is unable to help you.What 
would you do?

8. The CEO just told you that he’s planning on �ring your boss, with whom you are very close, and 
replacing him with you.What would you do?



xxx    PREFACE

Fully Integrated Strategy Case and Strategy Maps provide the most compre-
hensive treatment of strategic human resource management in any HR survey text.

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

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

●	 An overall strategy map for the Hotel Paris on the book’s inside back cover, 
as well as chapter-specific Hotel Paris strategy maps in the accompanying  
MyManagementLab, help readers understand and follow the strategic 
implications of the hotel’s HR decisions.

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

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

Knowledge Base icons in each chapter highlight coverage of the HR Certification 
Institute’s (HRCI) Knowledge Base topics for which the HRCI certification 
exams test mastery. This book explicitly addresses the HR Certification Institute’s 
Knowledge Base topics including topics other textbooks often neglect, such as 
ethics, employee rights, and employee relations. Chapter opening Learning 
Objectives align to the HRCI Knowledge Base as well. The HR Certification 
Institute is an independent certifying organization for human resource profes-
sionals (see www.hrci.org/). The HRCI “PHR and SPHR Knowledge Base” 
is in Appendix A of this book (see pp. 580–588) and lists about 91 specific 
“Knowledge of” subject areas within its main topic area groups.

A revised Chapter 14, now titled Ethics, Employee Relations, and Fair 
Treatment at Work, includes—unique to this book—detailed coverage of 
employee relations, including what it means, why it is important, and how to 
measure and influence it. HRCI’s knowledge base includes the topic of employee 
relations.

Video Cases selected by the author 
with accompanying discussion ques-
tions are now integrated into the end 
of each chapter and can be found 
online for students to watch at any 
time on MyManagementLab.
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      Video Case 

 Video Title: Motivation (TWZ Role-Play) 

  SYNOPSIS 
 During a rough economy, companies struggle with rewarding employees 
when they can’t afford to give raises. This video examines some incentives 
that employees may accept in lieu of money, at least temporarily. In this 
video, David is meeting with his supervisor, Linda, to discuss a potential 
raise. Their company could not afford to give raises the previous year and 
David understood that since it was a bad economy; as a company, they 
needed to pull together. Since the company has seemed to be doing bet-
ter, David feels the time is right to ask for a raise. While Linda agrees that 
David is a valuable employee and she appreciates everything he has done 
for the company, she is not able to increase his salary. Linda does suggest 
some other options to David other than a raise, such as a flexible sched-

        Video Title: Motivating Employees Through 
Company Culture (Zappos) 

  SYNOPSIS 
 Zappos is an online store that sells shoes, clothing, accessories, house-
wares, and beauty products. They are known throughout the industry 
for excellent customer service. Zappos CEO Tony Hsieh is also commit-
ted to making Zappos a fun loving and energetic place to work. Hsieh’s 
passion is to create a culture where he would be excited about going to 
work every day. He aims to motivate and inspire his employees with a 
commitment to 10 Core Values, including create fun and a little weird-
ness; be adventurous, creative, and open-minded; and build positive 
and family spirit. 

www.hrci.org/
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Assisted-Graded Writing Questions found in the boxed feature at the end of 
each chapter are also available in the Writing Space in MyManagementLab. Also 
available in MyManagementLab are Auto-Graded Writing Questions. Writing 
Space includes plagiarism detection powered by TurnItIn.com and greatly 
simplifies the submission and grading process.

Don’t usually cover all 18 chapters? Available for enrollments of 25 or more, 
Pearson Custom Library allows you to easily create your own custom book. 
Include only the chapters you want to cover, in the order you want to cover them, 
or just change chapter order to match how you cover the topics. Minimized 
cross-referencing between chapters facilitates customization. To begin building 
your custom text, visit www.pearsoncustomlibrary.com or contact your Pearson 
representative.

Instructor Supplements
At www.pearsonhighered.com/irc, instructors can download a variety of digital resources 
available with this text.

●	 Instructor’s Manual
●	 Test Item File—Questions are tagged to reflect AACSB Learning Standards
●	 TestGen
●	 PowerPoint Presentation

Registration is easy; contact your Pearson sales representative, who will provide 
your login and password information. If you need assistance, our dedicated technical 
support team is ready to help with the media supplements that accompany this text. 
Visit 247pearsoned.custhelp.com for answers to frequently asked questions and 
toll-free user support phone numbers.

Video Library
Videos illustrating the most important subject topics are available in two formats:

●	 DVD–available for in classroom use by instructors, includes videos mapped to Pearson 
textbooks.

●	 MyLab–available for instructors and students, provides round the clock instant access  
to videos and corresponding assessment and simulations for Pearson textbooks.

Contact your local Pearson representative to request access to either format.

www.pearsoncustomlibrary.com
www.pearsonhighered.com/irc
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MyManagementLab®

 Improve Your Grade!
When you see this icon, visit www.mymanagementlab.com for activities  
that are applied, personalized, and offer immediate feedback.

Source: Ryan McVay/Getty Images

www.mymanagementlab.com
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Learning Objectives

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

2	 �Briefly discuss and illustrate each of the important trends influencing human 
resource management.

3	 �List and briefly describe important traits of today’s human resource 
managers.

4	 � 
Describe four important human resource manager competencies.

5	 � 
Outline the plan of this book.

Where are we Now . . .
This chapter’s purpose is to explain what human resource management is, and why it is important to all 

managers. We’ll see that human resource management responsibilities such as hiring, training, apprais-

ing, compensating, and developing employees are part of every manager’s job. We will also see that human 

resource management is often a separate function, usually with its own human resource or “HR” manager, and 

what that manager’s duties and challenges are. The main topics we’ll cover include what is human resource 

management, and why is it important?; the trends shaping human resource management; the new human 

resource manager; the human resource manager’s competencies; and the plan of this book. The three-box 

model above introduces each chapter and makes this point: That the firm’s HR policies and practices should 

produce the employee skills and behaviors the company needs to achieve its strategic aims.

Human Resource 
Management  

Policies and Practices

The Employee  
Skills and  

Performance

Required to  
  Achieve Company’s  

Strategic Goals

T he bank’s president was excited as they threw the switch activating the new productivity software; she 

had told her board of directors that it would dramatically improve the customer service representatives’ 

performance and boost bank profitability. And then she waited. And waited some more. But it was soon 

apparent that the service reps were no more productive than they’d been before. We’ll see why.

For a bird’s eye view of how man-
agers formulate human resource 
management policies and practices 
that produce the employee skills  
and performance the company  
needs to achieve its strategic goals, 
we will use the Hotel Paris continuing 
case starting in Chapter 3 as an  
applied example. 
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What Is Human Resource Management,  
and Why Is it Important?
What Is Human Resource Management?
This bank is an organization. An organization consists of people with formally assigned roles 
who work together to achieve the organization’s goals. A manager is the person responsible for 
accomplishing the organization’s goals, and who does so by managing the efforts of the organiza-
tion’s people.

Most experts agree that managing involves five functions: planning, organizing, staffing, 
leading, and controlling. In total, these functions represent the management process. Specific 
activities involved in each function include:

●	 Planning. Establishing goals and standards; developing rules and procedures; developing 
plans and forecasting.

●	 Organizing. Giving each subordinate a specific task; establishing departments; delegating 
authority to subordinates; establishing channels of authority and communication; coordi-
nating subordinates’ work.

●	 Staffing. Determining what type of people you should hire; recruiting prospective 
employees; selecting employees; training and developing employees; setting performance 
standards; evaluating performance; counseling employees; compensating employees.

●	 Leading. Getting others to get the job done; maintaining morale; motivating subordinates.
●	 Controlling. Setting standards such as sales quotas, quality standards, or production levels; 

checking to see how actual performance compares with these standards; taking corrective 
action, as needed.

In this book, we are going to focus on one of these functions—the staffing, personnel man-
agement, or human resource management (HRM) function. Human resource management 
(HRM) is the process of acquiring, training, appraising, and compensating employees, and of at-
tending to their labor relations, health and safety, and fairness concerns. The topics we’ll discuss 
should therefore provide you with the concepts and techniques you need to perform the “people” 
or personnel aspects of your management job. 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 and developing managers

Building employee commitment

And what a manager should know about:

Equal opportunity and affirmative action

Employee health and safety

Handling grievances and labor relations

Why Is Human Resource Management Important to All Managers?
Perhaps it’s easier to answer this by listing some personnel mistakes you don’t want to make 
while managing. For example, no manager wants to:

Hire the wrong person for the job

Experience high turnover

Have your people not doing their best

organization
People with formally assigned roles 
who work together to achieve the 
organization’s goals.

manager
The person responsible for accom-
plishing the organization’s goals, 
and who does so by managing 
(planning, organizing, staffing, lead-
ing, and controlling) the efforts of 
the organization’s people.

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 em-
ployees, and of attending to their 
labor relations, health and safety, 
and fairness concerns.

1	 �Explain what human resource 
management is and how it 
relates to the management 
process.
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Waste time with useless interviews

Have your company taken to court because of your discriminatory actions

Have your company cited under federal occupational safety laws for unsafe practices

Have some employees think their salaries are unfair relative to others in the organization

Allow a lack of training to undermine your department’s effectiveness

Commit any unfair labor practices

Carefully studying this book will help you avoid mistakes like these.

Improving Performance: HR as a Profit Center  More importantly, the human resource 
management concepts and techniques you’ll learn in this book can help ensure that you get results—
through people. Remember that you can do everything else right as a manager—lay brilliant plans, 
draw clear organization charts, set up world-class assembly lines, and use sophisticated accounting 
controls—but still fail, by hiring the wrong people or by not motivating subordinates. On the other 
hand, many managers—presidents, generals, governors, supervisors—have been successful even 
with inadequate plans, organization, or controls. They were successful because they had the knack of 
hiring the right people for the right jobs and motivating, appraising, and developing them. Remember 
as you read this book that getting results is the bottom line of managing, and that, as a manager, you 
will have to get those results through people. As one company president summed 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 work force 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.1

Because of global competition, technological advances, and the changing nature of work, that presi-
dent’s statement has never been truer than it is today. Human resource management methods like 
those in this book can help any line manager/supervisor (or HR manager) boost his or her team’s and 
company’s profits and performance. Here are a few of the actual examples we’ll meet in this book:

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

To reduce recruiting costs, GE Medical managers met with 20 recruiters and said they would 
henceforth use only the 10 best. To implement this, managers developed measures—such 
as “% résumés lead to interviews,” and “% interviews lead to offers.” Because of what it 
learned from these measures, GE also boosted its intern program and its referrals program. 
Recruiting costs dropped 17%.

Department store Bon-Ton Stores Inc. had high turnover among its cosmetics sales associ-
ates. It used special statistical tools to identify high-performing cosmetics associates. The 
best associates, they discovered, were problem solvers who could figure out what the cus-
tomer wants and needs, and solve the problem.

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

You May Spend Some Time as an HR Manager  Here is another reason to study this book’s 
contents: You may make an unplanned stopover as a human resource manager. For example, 
Pearson Corporation (which publishes this book) promoted the head of one of its publishing 
divisions to chief human resource executive at its corporate headquarters. About one-third of the 
top HR managers in Fortune 100 companies moved there from other functional areas.2 Reasons 
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given include the fact that such people may give the firm’s HR efforts a more strategic emphasis, 
and the possibility that they’re sometimes better equipped to integrate the firm’s human resource 
efforts with the rest of the business.3

However, most top human resource executives do have prior human resource experience. About 
80% of those in one survey worked their way up within HR.4 About 17% of these HR executives 
had earned the Human Resource 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, study this book because you might end up as your own human 
resource manager. More than half the people working in the United States—about 68 million out 
of 118 million—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 should know the nuts and bolts of human resource management.5 
We will address HR for entrepreneurs in later chapters.

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

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

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

Line Managers’ Human Resource Duties
However, line managers still have many human resource duties. This is because the direct han-
dling of people has always been part of every line manager’s duties, from president down to first-
line supervisors. For example, one major company outlines its line supervisors’ responsibilities 
for effective human resource management under these general headings:

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

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

line authority
The authority exerted by an HR man-
ager by directing the activities of the 
people in his or her own department 
and in service areas (like the plant 
cafeteria).

staff authority
Staff authority gives the manager 
the right (authority) to advise other 
managers or employees.

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

staff manager
A manager who assists and advises 
line managers.

www.shrm.org/Communities/StudentPrograms/Documents/07-0971%20Careers%20HR%20Book_final.pdf
www.shrm.org/Communities/StudentPrograms/Documents/07-0971%20Careers%20HR%20Book_final.pdf
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In small organizations, line managers may carry out all these personnel tasks unassisted. But as 
the organization grows, they need the assistance, specialized knowledge, and advice of a separate 
human resource staff. The human resource department provides this specialized assistance.

Human Resource Manager’s Duties
In providing this specialized assistance, the human resource manager carries out three distinct 
functions:

	 1.	A line function. The human resource manager directs the activities of the people in his or 
her own department, and perhaps in related areas (like the plant cafeteria).

	 2.	A coordinative function. The human resource manager also coordinates personnel activi-
ties, a duty often referred to as functional authority (or functional control). Here he or she 
ensures that line managers are implementing the firm’s human resource policies and prac-
tices (for example, adhering to its sexual harassment policies).

	 3.	Staff (assist and advise) functions. Assisting and advising line managers is the heart 
of the human resource manager’s job. He or she advises the CEO so the CEO can better 
understand the personnel aspects of the company’s strategic options. HR assists in hiring, 
training, evaluating, rewarding, counseling, promoting, and firing employees. It admin-
isters benefit programs (health and accident insurance, retirement, vacation, and so on). 
It helps line managers comply with equal employment and occupational safety laws, and 
plays an important role in handling grievances and labor relations. It carries out an innova-
tor role, by providing up-to-date information on current trends and new methods for better 
utilizing the company’s employees (or “human resources”). It plays an employee advocacy 
role, by representing the interests of employees within the framework of its primary obli-
gation to senior management. Although human resource managers generally can’t wield 
line authority (outside their departments), they are likely to exert implied authority. This 
is because line managers know the human resource manager has top management’s ear in 
areas like testing and affirmative action.

Organizing the Human Resource Department’s Responsibilities
The size of the human resource department reflects the company’s size. For a very large employer, 
an organization chart like the one in Figure 1-1 would be typical, containing a full complement of 
specialists for each HR function.

Examples of human resource management specialties include:6

●	 Recruiters. Search for qualified job applicants.
●	 Equal employment opportunity (EEO) coordinators. Investigate and resolve EEO grievances, 

examine organizational practices for potential violations, and compile and submit EEO reports.
●	 Job analysts. Collect and examine information about jobs to prepare job descriptions.

functional authority
The authority exerted by an HR man-
ager as coordinator of personnel 
activities.
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Line authority gives the 
manager the right to issue 
orders.
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●	 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.

At the other extreme, the human resource team for a small manufacturer may contain just 
five or six (or fewer) staff, and have an organization similar to that in Figure 1-2. There is gener-
ally about one human resource employee per 100 company employees.

Reorganizing the Human Resource Management Function  Many employers are 
changing how they organize their human resource functions. For one thing, the traditional human 
resource organization tends to divide HR activities into separate “silos” such as recruitment, 
training, and employee relations for the whole company. J. Randall MacDonald, IBM’s senior 
vice president of human resources, took a different approach. He split IBM’s 330,000 employees 
into three segments for HR purposes: executive and technical employees, 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. This helps to ensure that the 
employees in each segment get the specialized testing, training, and rewards they require.7

FIGURE 1-1  Human Resources Organization Chart Showing Typical HR Job Titles
Source: “Human Resources Organization Chart Showing Typical HR Job Titles,” www.co.pinellas.fl.us/persnl/pdf/orgchart.pdf.  
Courtesy of Pinellas County Human Resources. Reprinted with permission.

Director of Human
Resources 

 

Human Resource
Assistant  

Compensation and
Benefits Manager

 Recruiting and
Selection Manager

 

FIGURE 1-2  HR 
Organization Chart  
(Small Company)

www.co.pinellas.fl.us/persnl/pdf/orgchart.pdf


� Chapter 1  •  Introduction to Human Resource Management        9

You may find other configurations.8 For example, some employers create transactional HR 
teams. These teams provide specialized support in day-to-day HR activities (such as changing benefits 
plans), usually through centralized call centers and through outside vendors (such as benefits advisors). 
Specialized corporate HR teams assist top management in top-level issues such as developing the 
personnel aspects of the company’s long-term strategic plan. Embedded HR teams have HR general-
ists (also known as “relationship managers” or “HR business partners”) assigned to functional depart-
ments like sales and production. They provide the selection and other assistance the departments need.  
Centers of expertise are like specialized HR consulting firms within the company. For example, one 
might provide specialized advice in organizational change to the company’s department managers.

Cooperative Line and Staff HR Management: An Example
Line managers and human resource managers share responsibility for most human resource manage-
ment activities.9 For example, in recruiting and hiring, the line manager describes the qualifications 
employees need to fill specific positions. Then the human resource team develops sources of qualified 
applicants and conducts initial screening interviews. They administer the appropriate tests. Then they 
refer the best applicants to the line manager, who interviews and selects the ones he or she wants.  
In training, the line manager again describes what he or she expects the employee to be able to do. Then 
the human resource team devises a training program, which the line manager may then administer.

Some activities are usually HR’s alone. For example, 60% of firms assign HR the exclusive 
responsibility for preemployment testing, 75% assign it college recruiting, and 80% assign it 
insurance benefits administration. But employers split most activities, such as employment in-
terviews, performance appraisal, skills training, job descriptions, and disciplinary procedures, 
between HR and line managers.10

So in summary, human resource management is part of every manager’s job. Whether you 
are a first-line supervisor, middle manager, or president—or whether you’re a production man-
ager or county manager (or HR manager)—getting results through people is the name of the 
game. And to do this, you will need a good working knowledge of the human resource manage-
ment concepts and techniques in this book.

The Trends Shaping Human Resource Management
What human resource managers do and how they do it is changing. Some of the reasons for 
these changes are obvious. One is technology. For example, employers now use their intranets to 
let employees change their own benefits plans, something they obviously couldn’t do years ago. 
Other trends shaping human resource management include globalization, deregulation, changes in 
demographics and the nature of work, and economic challenges (summarized in Figure 1-3). Let’s 
look at these trends next.11

Trends
So Companies 

Must Be

Human Resource Managers 
Will Therefore Need These 

New Competencies

• Technological advances
• Trends in the nature of work
• Demographic and workforce
 trends
• Globalization and competition
• Indebtedness (“Leverage”) 
 and deregulation
• Economic challenges
 and trends

• More competitive
• Faster and more responsive
• More cost-effective
• Human-capital oriented
• More scientific and how they
  make decisions

• They focus more on strategic, 
 big-picture issues strategic goals
• They use new ways to provide
 HR services 
• They take a talent management
 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

FIGURE 1-3  Trends 
Shaping Human Resource 
Management

2	� Briefly discuss and illustrate 
each of the important trends 
influencing human resource 
management.
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