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Identify how firms gain

sustainable competitive

advantage through people.

After studying this chapter, you should be able to

Explain how globalization is

influencing human resources
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reengineering influence 

HR systems.

Discuss the impact of cost

pressures on HR policies.
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demographic and employee
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and competencies of today’s 

HR managers.
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here’s an old joke that goes . . .

The organization of the future will be so technologically advanced that it
will be run by just one person and a dog. The person will be there to feed the
dog, and the dog will be there to make sure that the person doesn’t touch
anything.

In the past, observers feared that machines might one day eliminate the
need for people at work. In reality, just the opposite has been occurring. People
are more important in today’s organizations than ever before. As Ed Gubman,
author of The Talent Solution, points out, “In many fast-growing economies, it
may be easier to access money and technology than good people.” Competi-
tive advantage belongs to companies that know how to attract, select, deploy,
and develop talent.1

We use a lot of words to describe the importance of people to organizations. The
term human resources implies that people have capabilities that drive organizational
performance (along with other resources such as money, materials, and information).
Other terms such as human capital and intellectual assets all have in common the idea
that people make the difference in how an organization performs. Successful organi-
zations are particularly adept at bringing together different kinds of people to achieve
a common purpose. This is the essence of human resources management (HRM).

Why Study Human Resources Management?
As you embark on this course, you may be wondering how the topic of human
resources management relates to your interests and career aspirations. The answer to
the question “Why study HRM?” is pretty much the same regardless of whether you
plan on working in an HR department or not. Staffing the organization, designing jobs
and teams, developing skillful employees, identifying approaches for improving their
performance, and rewarding employee successes—all typically labeled HRM issues—
are as relevant to line managers as they are to managers in the HR department.

To work with people effectively, we have to understand human behavior, and we
have to be knowledgeable about the various systems and practices available to help
us build a skilled and motivated workforce. At the same time, we have to be aware of
economic, technological, social, and legal issues that either facilitate or constrain our
efforts to achieve organizational goals.2 Because employee skills, knowledge, and abil-
ities are among the most distinctive and renewable resources on which a company
can draw, their strategic management is more important than ever. As Thomas J.
Watson, the founder of IBM, said, “You can get capital and erect buildings, but it
takes people to build a business.”3

While “competing through people” may be a theme for human resources manage-
ment, the idea remains only a framework for action. On a day-to-day basis, managers
focus on specific challenges and issues that pertain to human resources. Figure 1.1
provides an overall framework for human resources management. From this figure,
we can see that HRM has to help blend many aspects of management; at this point
we will simply classify them as either “competitive challenges” or “employee con-
cerns.” By balancing sometimes competing demands, HRM plays an important role
in getting the most from employees and providing a work environment that meets
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human resources
management (HRM)

The process of managing
human talent to achieve an
organization’s objectives
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CHAPTER 1 The Challenge of Human Resources Management 5

their short-term and long-term needs. We will use this framework as a basis for our
discussion throughout the rest of this chapter.

Competitive Challenges and Human Resources Management
Professional organizations such as the Society for Human Resource Management
(SHRM) and the Human Resource Planning Society (HRPS) conduct ongoing stud-

ies of the most pressing competitive issues facing firms. By seeking the
input of chief executives and HR managers, these organizations keep a fin-
ger on the pulse of major trends. For the past decade or so, there has been a
constant theme around the following issues:

Going global

Embracing new technology

Managing change

Managing talent, or human capital

Responding to the market

Containing costs

These trends extend beyond “people issues” per se, but they all focus on the need to
develop a skilled and flexible workforce in order to compete in the twenty-first century.

Challenge 1: Going Global
In order to grow and prosper, many companies are seeking business opportunities in
global markets. Competition—and cooperation—with foreign companies has
become an important focal point for business. Indeed, exporting accounts for a large
portion of the U.S. economy, and totaled more than $1,146.1 billion in 2004. On the
flip side, the United States has imported more than it has exported every year since

COMPETITIVE 
CHALLENGES

• Globalization
• Technology
• Managing change
• Human capital
• Responsiveness
• Cost containment

EMPLOYEE 
CONCERNS

• Background diversity
• Age distribution
• Gender issues
• Job security
• Educational levels
• Employee rights
• Privacy issues
• Work attitudes
• Family concerns

HUMAN RESOURCES
• Planning
• Recruitment
• Staffing
• Job design
• Training/development
• Appraisal
• Communications
• Compensation
• Benefits
• Labor relations

Overall Framework for Human Resources ManagementFigure  1.1
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Management’s web site provides
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and links to others in the HR field.
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PART 1 Human Resources Management in Perspective6

the early 1970s. Between 2003 and 2004 alone, the U.S. trade deficit increased from
nearly $500 billion to more than $600 billion. By all accounts, the insatiable demand
of U.S. consumers is currently propelling the world’s economic growth forward.
Much of the deficit is now with China, whose new free-trade policies have helped
turn the country into an economic growth powerhouse.4

The Impact of Globalization
By partnering with firms in other regions of the world and using information tech-
nologies to coordinate distant parts of their businesses, companies such as Motorola,
General Electric, and Toyota have shown that their vision for the future is to offer
customers “anything, anytime, anywhere” around the world. Even well-known prod-
ucts are losing their national identities: BMW has traditionally been a German
brand, but now the automaker is building cars in South Carolina; Hafer, a major
Chinese appliance and electronics corporation, has opened a plant in North Carolina;
and Chevrolets—as American as apple pie—are now being assembled in Mexico.5

But globalization is not of interest only to large firms. While estimates vary widely,
approximately 70–85 percent of the U.S. economy today is affected by international
competition. Even small companies partner with organizations in other countries;
for example, SpringHill Greenhouses in Lodi, Ohio, partners with florists through
associations such as FTD and Teleflora to work with growers in Holland (tulips and
lilies) and Colombia (roses) to serve customers around the world. Even though they

produce only 30 percent of the total value of American manufactured
exports, nearly 97 percent of all U.S. exporters are small and medium-sized
companies, and their numbers are growing rapidly, up from 65,000 in 
1987 to almost 250,000 today, according to the National Small Business
Association.

Numerous free-trade agreements forged between nations in the last
half-century have helped quicken the pace of globalization. The first major
trade agreement of the twentieth century was made in 1948, following
World War II. Called the General Agreement on Tariffs and Trade (GATT),
it established rules and guidelines for global commerce between nations

and groups of nations. Since GATT began, world trade has increased more than six-
fold. GATT paved the way for the formation of the European Union in 1986; the
North American Free Trade Agreement (NAFTA), encompassing the United States,
Canada, and Mexico in 1994; and the Asia-Pacific Economic Cooperation (APEC) in
1989, which loosened trade restrictions among Pacific Rim countries. The World
Trade Organization (WTO), headquartered in Lausanne, Switzerland, now has more
than 148 member countries, accounting for more than 97 percent of world trade.6

Globalization and Corporate Social Responsibility. Even though globalization has
led to a great improvement in people’s living standards in the last half-century, free-
trade agreements still stir fierce debate. When NAFTA talks were first underway, U.S.
and Canadian citizens worried that the agreement would lead to a loss of jobs to
Mexico, where labor costs are cheaper. Other people worry that free trade is creating
a “have/have not” world economy, in which the people in developing economies and
the world’s environment are being exploited by companies in richer, more developed
countries. This has sparked anti-free-trade protests in many nations.

Concerns such as these, coupled with numerous scandals plaguing U.S. corpora-
tions in recent years, have led to a new focus on corporate social responsibility, or
good citizenship. Companies are discovering that being socially responsible helps the

globalization
The trend toward opening
up foreign markets to
international trade and
investment

corporate social
responsibility

The responsibility of the
firm to act in the best
interests of the people and
communities affected by
its activities

USING THE INTERNET

To learn more about NAFTA, go 
to the Student Resources at:
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CHAPTER 1 The Challenge of Human Resources Management 7

bottom line. Moreover, workers applying for jobs are saying corporate responsibility is
now more important to their job selection. One of HR’s leadership roles is to spear-
head the development and implementation of corporate citizenship throughout the
organization.7 Highlights in HRM 1 lists a number of Internet sites of organizations

A Guide to HR Internet Sites
HR professionals can access the following web sites for current information related to human
resources.

Codes of Conduct
Asia-Pacific Economic Cooperation Forum Business Code of Conduct

(http://www.cauxroundtable.org/APECForumBusinessCodeofConduct.html)
Caux Round Table Principles for Business (http://www.cauxroundtable.org)
European Corporate Code of Conduct (European Union Parliament,

http://www.europa.eu.int)
Fair Labor Association Workshop Code of Conduct (http://www.fairlabor.org)
Global Sullivan Principles (http://www.thegsp.org)
ILO Tripartite Declaration of Principles Concerning Multinational Enterprises and Social

Policy (http://www.ilo.org)
OECD Guidelines for Multinational Enterprises—2002 (http://www.corporate-

accountability.org)
OECD, Principles of Corporate Governance—2004 (http://www.oecd.org)
Rules of Conduct on Extortion and Bribery in International Business Transactions 

(International Chamber of Commerce, http://www.iccwbo.org)
United Nations Universal Declaration of Human Rights (http://www.un.org)

General
• AFL-CIO (http://www.aflcio.org/home.htm)—Union news, issue papers, press releases,

links to labor sites.
• American Management Association (http://www.amanet.org/index.htm)—AMA member-

ship, programs, training, and so on.
• FedWorld (http://www.fedworld.gov)—A gateway to many government web sites.
• HR Professional’s Gateway to the Internet

(http://www.prosgateway.com/www/index2.html)—Links to HR-related web pages.
• Occupational Safety and Health Resources (http://osh.net)—OSHA-related sites, govern-

ment pages, resources, and so on.
• Society for Human Resource Management (http://www.shrm.org)—Current events,

information, connections, and articles.
• Telecommuting, Telework, and Alternative Officing (http://www.gilgordon.com)—Telecom-

muting and flexible hours.
• Training & Development Resource Center (http://www.tcm.com/trdev/)—Job mart, training

links, and T&D electronic mailing list links.
• U.S. Department of Labor (http://www.dol.gov)—Job bank, labor statistics, press

releases, grants, and contract information.

Highlights in HRM 1
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PART 1 Human Resources Management in Perspective8

with different conduct codes firms internationally are striving to adhere to. Also listed
are a number of general web sites useful to HR professionals.

Effect of Globalization on HRM
For all of the opportunities afforded by international business, when managers talk
about “going global,” they have to balance a complicated set of issues related to dif-
ferent geographies, cultures, employment laws, and business practices. Human
resources issues underlie each of these concerns and include such things as gauging
the knowledge and skill base of foreign workforces and figuring out how best to hire
and train them, sometimes with materials that must be translated into a number of
different languages. Relocating managers and other workers to direct the efforts of a
foreign workforce is a challenge as well. HR personnel are frequently responsible for
implementing training programs and development opportunities to enhance man-
agers’ understanding of foreign cultures and practices. In many cases, HR managers
must adjust the compensation plans of employees working abroad to ensure that
they receive fair and equitable pay in parts of the world where living costs differ. Per-
haps the most difficult task is retaining these employees in the face of the culture
shock they and their families are likely to experience.

So while managing across borders provides new and broader opportunities for
organizations, it also represents a quantum leap in the complexity of human
resources management. In fact, the international arena for HRM is so involved that
we have devoted an entire chapter (Chapter 15) to discussing its competitive, cul-
tural, and practical implications.

Challenge 2: Embracing New Technology
Advancements in information technology have enabled organizations to take advan-
tage of the information explosion. With computer networks, unlimited amounts of
data can be stored, retrieved, and used in a wide variety of ways, from simple record
keeping to controlling complex equipment. The effect is so dramatic that at a
broader level, organizations are changing the way they do business. Use of the Inter-
net to transact business has become so pervasive for both large and small companies
that e-commerce is rapidly becoming the organizational challenge of the new millen-
nium. Even following the “dot-com bust,” in which many promising new Internet
companies failed rapidly, the Web is transforming the way traditional brick-and-
mortar companies do business. Organizations are connected via computer-mediated
relationships, and they are giving rise to a new generation of “virtual” workers who
work from home, in hotels, in their cars, or wherever their work takes them. The
implications for HRM are at times mind boggling.

From Touch Labor to Knowledge Workers
The introduction of advanced technology tends to reduce the number of jobs that
require little skill and to increase the number of jobs that require considerable skill.
In general, this transformation has been referred to as a shift from “touch labor” to
“knowledge workers,” in which employee responsibilities expand to include a richer
array of activities such as planning, decision making, and problem solving.8 In many
cases, current employees are being retrained to assume new roles and responsibilities.
Even when employees are displaced, they also require retraining.

knowledge workers
Workers whose responsi-
bilities extend beyond the
physical execution of work
to include planning, deci-
sion making, and problem
solving
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CHAPTER 1 The Challenge of Human Resources Management 9

Technology, transportation, communications, and utilities industries
tend to spend the most on training. Knowledge-based training has become
so important that Manpower Inc., the largest employment agency in the
United States, offers free information technology training through its Man-
power Global Learning Center (http://www.manpowernet.com), an online
university for its 2.5 million employees worldwide. The Manpower site fea-
tures more than 5,000 hours of online instruction in technology applica-
tions, along with professional-development and business skills, and tele-
communications courses. In fact, Manpower is so focused on developing

technical skills in potential employees that it has set up the system so that some
training and career-planning information is available to those who simply send the
company a resume. A trend toward “just-in-time” learning delivered via the Internet
to employees’ desktops has developed, as well. Cisco, for example, has online digital
videos its employees can download from its Intranet when and where they need
them to do their jobs.9

Influence of Technology in HRM
Information technology has, of course, changed the face of HRM in the United States
and abroad. Perhaps the most central use of technology in HRM is an organization’s
human resources information system (HRIS). Organizations determined to improve
productivity and lower costs are finding HR a good place to start. Because HR affects
the entire workforce—everyone who works for the company must be hired, trained,
and paid, usually through HR—the impact of HRIS can be dramatic. It can be a
potent weapon for lowering administrative costs, increasing productivity, speeding up
response times, and improving decision making and customer service.

human resources
information system (HRIS)

A computerized system
that provides current and
accurate data for purposes
of control and decision
making

USING THE INTERNET

For more information about
Manpower, go to the Student
Resources at:

http://bohlander.swlearning.com

Source: © 1998 by Nick Downes; from Harvard Business Review.

Managing Human Resources, 14e, Bohlander/Snell - © 2007 Thomson South-Western



PART 1 Human Resources Management in Perspective10

The most obvious impact has been operational—that is, automating routine
activities, alleviating administrative burdens, reducing costs, and improving produc-
tivity internal to the HR function itself. As shown in Highlights in HRM 2, the most
frequent uses include automating payroll processing, maintaining employee records,
and administering benefits programs. One of the big trends in recent years has been
toward HRIS “self-service”—setting up systems, usually on an Intranet, to allow
managers to access employee records themselves for administrative purposes, and to
allow employees to access and change their own benefits and other personal infor-
mation. Merck’s HR system was redesigned to enable line managers and employees
to enter, retrieve, and edit data in order to make better decisions faster. This has
helped alleviate many of the paper burdens Merck’s HR group previously faced and
offered greater convenience to both managers and their employees.

Today, however, software applications are available to automate far more HR
activities than just payroll, records, and benefits information. All sorts of routine HR
activities, from front to back, have seen some sort of automation. Companies are
now using software to recruit, screen, and pretest applicants online before hiring
them as well as to train and promote employees once they’ve been hired. For exam-
ple, Merck’s staffing management system supports the hiring process by tracking
applicants’ information, scanning resumes, and making the information immediately
accessible to line managers so they can search systematically for the people whose
skills they want. Managers can search online for internal and external talent by run-
ning searches of candidates who have been categorized by skill set. An outside ven-
dor that specializes in web-based recruiting administers the system and acts as a con-
duit between Merck and broader databases such as Monster.com and Hotjobs.com.10

Corning, Inc., uses HR software, among other things, to set the developmental
goals of its employees once they’ve been hired and gauge how well they are meeting
them. Employees can look online to see their own goals and mark their progress as
well as see everyone else’s goals in the command chain, from the CEO down to their

Most Common HR Information Systems Applications
Payroll 76.7%
Benefits administration 57.1
Benefits enrollment 41.4
Recruiting—applicant tracking 39.1
Personnel administration 39.1
Training and development 31.6
Employee self-service 24.8
Manager self-service 18.0
Other 3.8

Source: “How HR Managers Use Technology Applications to Control HR Department Costs,” Human
Resource Department Management Report, no. 4–5 (May 2004).

Highlights in HRM 2
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CHAPTER 1 The Challenge of Human Resources Management 11

immediate supervisors. This “cascading” of goals has helped Corning’s employees
align their personal goals with the organization’s overall objectives in order to reach
higher levels. “Like any large company, we tended to get ‘silo-ed’ and fragmented the
more we grew,” said one vice president at a company using a system similar to Corn-
ing’s. “We needed a better way to pull our global team together and get people
focused on what the priorities are for our business.” Brown and Williamson Tobacco
uses a program called Career Tracker not only to trace the performance of employees
but also to allow them to create a personalized learning curriculum from materials
online. Similarly, Merck worked with a software vendor to develop a system that pro-
vides coaching tips and learning tools and resources for employees and managers
based on their goals.11

Highlights in HRM 3 shows just a partial list of software companies and the
products they provide for managing people. According to a survey by Cedar Group, a
technology consulting firm, prepackaged, or “canned,” HR web-based solutions are
as commonly used as custom-designed systems. Generally, companies also have the
choice of hosting the applications on their own servers or having a vendor do it for
them. Most companies have outside vendors such as Oracle-PeopleSoft (sometimes
called ASPs, which stands for application service providers) support the applications,
instead of the IT groups within their own organizations.

So what sort of system should HR professionals choose from among the many
options available to them? Expert say the first step in choosing an HRIS is for HR per-
sonnel to evaluate the biggest “headaches” they experience, or most time-consuming
tasks, and then choose the applications that can have the strongest impact on the
firm’s financial measures—that is, the ones that get the “biggest bang for the buck.”
These applications are more likely to get “buy-in” from the firm’s top managers. HR
managers should then calculate the costs based on average salaries, or HR hours, that
could be saved by using an HRIS, along with the hours of increased productivity that
would occur as a result.

Other factors that need to be evaluated include the following:

Fit of the application to the firm’s employee base. If many of the firm’s employees
work on a factory floor, is the system appropriate, or does HR need to install
kiosks in employee areas? How will the information be secured? Will employees
need to be assigned passwords? Can they access the information from offsite, say,
from their homes?

Ability to upgrade or customize the software. What sorts of costs will be involved
to upgrade the software in the coming years?

Compatibility with current systems. Does the HRIS link into existing, or planned,
information systems easily and inexpensively?

User friendliness. Does the software provide additional features such as links to
learning resources or help for managers who might need it?

Availability of technical support. Should the HRIS system be supported internally
or should the vendor host it? What are the vendor’s technical support capabilities?

Time required to implement and train staff members to use the HRIS, including HR
and payroll personnel, managers, and employees. Who is responsible for training
employees and how will it be done?

Initial costs and annual maintenance costs. Is a “suite” of applications needed or
just a few key applications? Experts advise HR managers to price each applica-
tion separately and then ask vendors for a “bundled” price.12

Managing Human Resources, 14e, Bohlander/Snell - © 2007 Thomson South-Western



PART 1 Human Resources Management in Perspective12

Human Resources Information System Companies

Highlights in HRM 3

ADP
http://www.adp.com
Roseland, NJ
(973) 974-5000
Provides solutions and services for payroll, tax,
and HR benefits administration, including
401k/retirement services.

Best Software Inc.
http://www.bestsoftware.com
Irvine, CA
(800) 854-3415
Provider of software for accounting, budgeting
and planning, fixed assets, customer relationship,
analytics, human resources, and payroll.

Ceridian
http://www.ceridian.com
Minneapolis, MN
(952) 853-8100
Integrated human resources, payroll, tax, time,
benefits management, and employee effective-
ness services.

Employease
http://www.employease.com
Norcross, GA
(770) 325-7700
Hosted, web-based human resources software and
services benefits administration, reporting, and
applicant tracking applications.

Human Concepts
http://www.orgplus.com/company/index.htm
Sausalito, CA
(888) 821-1261
Solutions for managing organizational change
and supporting critical business decisions. Soft-
ware integrates with HR databases to automati-
cally create and publish organizational charts.

Kronos
http://www.kronos.com
Chelmsford, MA
(978) 250-9800
Provider of systems that collect attendance data
and automatically post it to payroll. Labor man-
agement analysis software and payroll processing
applications.

NuView Systems, Inc.
http://www.nuviewinc.com
Wilmington, MA
(978) 988-7884

Applications for human resources and benefits
administration, recruitment, applicant tracking and
resume scanning, training administration, succes-
sion planning, employee and manager self-service,
and corporate performance metrics.

Oracle-PeopleSoft
http://www.oracle.com/peoplesoft/index.html
Redwood City, CA
(650) 506-7000
Software for data center management, business
intelligence, corporate governance, information
security, supply chain management, and relation-
ship management.

People Trak, by Technical Difference
http://www.people-trak.com
Bonsall, CA
(760) 941-5800
Offers tools for personnel management, time and
attendance, COBRA administration, workplace
safety management, recruitment applicant track-
ing, and training administration.

SAS Institute
http://www.sas.com
Cary, NC
(919) 677-8000
Human capital software that can gather and ana-
lyze information on headcount, retention, churn,
compensation, staffing, recruiting, budgeting,
employment history, and affirmative action and
EEO issues.

Spectrum Human Resource Systems
Corporation
http://www.spectrumhr.com
Denver, CO
(303) 592-3200
Offers a variety of web-based and desktop-based
software products for human resource manage-
ment that allow for employee self-service. Spec-
trum also provides in-house support services for its
software, including planning, training, and a hotline.

Ultimate Software Group
http://www.ultimatesoftware.com
Weston, FL
(954) 331-7000
Provider of web-based software that manages
employee communications, benefits, payroll, and
staffing functions.

Managing Human Resources, 14e, Bohlander/Snell - © 2007 Thomson South-Western



CHAPTER 1 The Challenge of Human Resources Management 13

When an effective HRIS is implemented, perhaps the biggest advantage gained is
that HR personnel can concentrate more effectively on the firm’s strategic direction
instead of on routine tasks. This can include forecasting personnel needs (especially
for firms planning to expand, contract, or merge), planning for career and employee
promotions, and evaluating the impact of the firm’s policies—both those related to
HR functions and other functions—to help improve the firm’s earnings and strategic
direction. “We wanted our HR teams to focus on people issues instead of data prob-
lems,” explains Sandra Hoffman, CIO of MAPICS, an HR applications provider.

The initial drive to adopt human resources information systems was related to
cutting HR costs. But HR managers have since discovered that the systems have
allowed them to share information with line managers, who, by having access to it,
have been able to come up with better production practices and cost control solu-
tions. As a result, HR managers are now asking their application providers to develop
additional software to meet certain goals, such as lowering a company’s total spend-
ing on employee health care and improving customer service.13

Challenge 3: Managing Change
Technology and globalization are only two of the forces driving change in organiza-
tions and HRM. Today, being able to manage change has become paramount to the
firm’s success. As one pundit put it, “No change means chance.” Successful compa-
nies, says Harvard Business School professor Rosabeth Moss Kanter, develop a cul-
ture that just keeps moving all the time.14 Given the pace of today’s commerce,
organizations can rarely stand still for long. In highly competitive environments,
where competition is global and innovation is continuous, change has become a core
competency of organizations.

Types of Changes
Programs focused on total quality, continuous improvement, downsizing, reengi-
neering, outsourcing, and the like are all examples of the means organizations are
using to modify the way they operate in order to be more successful. Some of these
changes are reactive change, resulting when external forces have already affected an
organization’s performance. Other changes are proactive change, initiated by man-
agers to take advantage of targeted opportunities, particularly in fast-changing
industries in which followers are not successful. Bob Nardelli, for example, recog-
nized the need for change when he took over as CEO of Home Depot. Even though
the company was the leader in the home improvement industry, Nardelli recognized
the unrealized potential of the company and its capacity for growth. In the first year
of his term, Nardelli and Dennis Donovan, executive vice president of HR, utilized
their experience at GE (working under Jack Welch) to initiate organization-wide
transformation of the company. The main thrust of the change-management pro-
gram was to involve employees in instituting continuous innovation and excellent
customer service. These types of change initiatives are not designed to fix problems
that have arisen in the organization so much as they are designed to help renew
everyone’s focus on key success factors.15

Managing Change through HR
In a survey by the American Management Association (AMA), 84 percent of executives
polled said that they have at least one change initiative going on in their organizations.

reactive change
Change that occurs after
external forces have
already affected
performance

proactive change
Change initiated to take
advantage of targeted
opportunities
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PART 1 Human Resources Management in Perspective14

Yet surprisingly, in contrast to the Home Depot experience,
only about two-thirds said that their companies have any
sort of formal change-management program to support
these initiatives!16 This is unfortunate because successful
change rarely occurs naturally or easily. Most of the major
reasons why change efforts can fail come down to HR issues.
Some of the top reasons are as follows:17

1. Not establishing a sense of urgency

2. Not creating a powerful coalition to guide the effort

3. Lacking leaders who have a vision

4. Lacking leaders who communicate the vision

5. Not removing obstacles to the new vision

6. Not systematically planning for and creating short-term
“wins”

7. Declaring victory too soon

8. Not anchoring changes in the corporate culture

Most employees—regardless of occupation—understand
that the way things were done five or ten years ago is very
different from how they are done today (or will be done five
or ten years from now). Responsibilities change, job assign-
ments change, and work processes change. And this change 
is continuous—a part of the job—rather than temporary.
Nevertheless, people often resist change because it requires

them to modify or abandon ways of working that have been successful or at least
familiar to them. As Dr. Marilyn Buckner, the immediate past president of the
Human Resource Planning Society in New York City, put it: “Non-technical, unat-
tended human factors are, in fact, most often the problem in failed change projects.”
To manage change, executives and managers, including those in HR, have to envision
the future, communicate this vision to employees, set clear expectations for perform-
ance, and develop the capability to execute by reorganizing people and reallocating
assets. Organizations that have been successful in engineering change typically build
into their change-management planning these key elements:

They link the change to the business strategy.

They create quantifiable benefits.

They engage key employees, customers, and their suppliers, early.

They integrate required behavior changes.

They lead clearly, unequivocally, and consistently.

They invest to implement and sustain change.

They communicate continuously and personally.

They sell commitment to the change, not communication about the change.18

Challenge 4: Managing Talent, 
or Human Capital
The idea that organizations “compete through people” highlights the fact that success
increasingly depends on an organization’s ability to manage talent, or human capital.

human capital
The knowledge, skills, and
capabilities of individuals
that have economic value
to an organization

Formal change manage-
ment programs help to
keep employees focused
on the success of the
business.
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CHAPTER 1 The Challenge of Human Resources Management 15

The term human capital describes the economic value of employees’ knowledge, skills,
and capabilities. Although the value of these assets may not show up directly on a
company’s balance sheet, it nevertheless has tremendous impact on an organization’s
performance. The following quotations from notable CEOs illustrate this point:19

“If you look at our semiconductors and melt them down for silicon, that’s a tiny
fraction of the costs. The rest is intellect and mistakes.” (Gordon Moore, Intel)

“An organization’s ability to learn, and translate that learning into action rapidly,
is the ultimate competitive business advantage.” (Jack Welch, General Electric)

“Successful companies of the 21st century will be those who do the best jobs of
capturing, storing and leveraging what their employees know.” (Lew Platt,
Hewlett-Packard)

Human Capital and HRM
Human capital is intangible and elusive and cannot be managed the way organiza-
tions manage jobs, products, and technologies. One of the reasons for this is that the
employees, not the organization, own their own human capital. If valued employees
leave a company, they take their human capital with them, and any investment the
company has made in training and developing those people is lost.

To build human capital in organizations, managers must continue to develop
superior knowledge, skills, and experience within their workforce. Staffing programs
focus on identifying, recruiting, and hiring the best and the brightest talent available.
Training programs complement these staffing practices to provide skill enhance-
ment, particularly in areas that cannot be transferred to another company if an
employee leaves.20 In addition, employees need opportunities for development on the
job. The most highly valued intelligence tends to be associated with competencies
and capabilities that are learned from experience and are not easily taught.21 Conse-
quently, managers have to do a good job of providing developmental assignments to
employees and ensuring their job duties and requirements are flexible enough to
allow for growth and learning.

Beyond the need to invest in employee development, organizations have to find
ways of using the knowledge that currently exists. Too often, employees have skills
that go unused. As Robert Buckman (who served as CEO of Buckman Laboratories
for twenty-two years, a period of unprecedented growth for the company) noted, “If
the greatest database in the company is housed in the individual minds of the associ-
ates of the organization, then that is where the power of the organization resides.
These individual knowledge bases are continually changing and adapting to the real
world in front of them. We have to connect these individual knowledge bases
together so that they do whatever they do best in the shortest possible time.”22 Efforts
to empower employees and encourage thier participation and involvement more
fully utilize the human capital available. (Employee empowerment is discussed fully
in later chapters.)

In companies such as Texas Instruments and Toys “R” Us, managers are evaluated
on their progress toward meeting developmental goals. These goals focus on skill
development and gaining new competencies and capabilities. In a growing number of
instances, pay is attached to this knowledge and skill acquisition. Skill-based pay, for
example, rewards employees for each new class of jobs they are capable of perform-
ing. We will discuss skill-based pay (or pay-for-knowledge) more in Chapter 9.

Developmental assignments, particularly those involving teamwork, can also be
a valuable way of facilitating knowledge exchange and mutual learning. Effective
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PART 1 Human Resources Management in Perspective16

communication (whether face to face or through information technology) is instru-
mental in sharing knowledge and making it widely available throughout the organi-
zation. As Dave Ulrich, professor of business at the University of Michigan, noted:
“Learning capability is g times g—a business’s ability to generate new ideas multi-
plied by its adeptness at generalizing them throughout the company.”23

HR programs and assignments are often the conduit through which knowledge
is transferred among employees. A recent survey by the Human Resource Planning
Society revealed that 65 percent of responding companies believed that their HR
group plays a key role in developing human capital. Boeing Satellite Systems, for
example, has created a “lessons learned” site on its Intranet where all areas of the
company can store the knowledge they have learned. As information and intellectual
capital are posted to the company’s electronic newsgroups, they can be analyzed and
consolidated by editorial teams. Employees can access and use this new codified
knowledge directly from the Internet. Executives at Boeing estimate that this form of
intellectual capital has reduced the cost of developing a satellite by as much as $25
million.24

HR managers and line managers each play an important role in creating an
organization that understands the value of knowledge, documents the skills and
capabilities available to the organization, and identifies ways of utilizing that knowl-
edge to benefit the firm. We will address these issues throughout the text, but partic-
ularly in Chapters 5 and 7 on career development and training.

Challenge 5: Responding to the Market
Meeting customer expectations is essential for any organization. In addition to
focusing on internal management issues, managers must also meet customer require-
ments of quality, innovation, variety, and responsiveness. These standards often sepa-
rate the winners from the losers in today’s competitive world. How well does a com-
pany understand its customers’ needs? How fast can it develop and get a new
product to market? How effectively has it responded to special concerns? “Better,
faster, cheaper”—these standards require organizations to constantly align their
processes with customer needs. Management innovations such as total quality man-
agement (TQM) and process reengineering are but two of the comprehensive
approaches to responding to customers. Each has direct implications for HR.

Total Quality Management, Six Sigma, and HRM
Total quality management (TQM) is a set of principles and practices whose core
ideas include understanding customer needs, doing things right the first time, and
striving for continuous improvement. Total quality management techniques were
developed in the mid-1940s by Dr. W. Edward Deming after studying Japanese com-
panies rebuilding following WWII. The TQM revolution in the United States began
in the mid-1980s, led by companies such as Motorola, Xerox, and Ford. But since
that time, criteria spelled out in the Malcolm Baldrige National Quality Award have
provided the impetus for both large and small companies to rethink their approach
to HRM. Currently, the Baldrige Award is given annually in each of five categories:
manufacturing, service, small business, education, and healthcare.25

Unfortunately, early TQM programs were no panacea for responding to cus-
tomer needs and improving productivity. In many cases, managers viewed quality as
a quick fix and became disillusioned when results did not come easily. When TQM

total quality management
(TQM)

A set of principles and
practices whose core
ideas include understand-
ing customer needs, doing
things right the first time,
and striving for continuous
improvement
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CHAPTER 1 The Challenge of Human Resources Management 17

initiatives do work, it is usually because managers have made major changes in their
philosophies and HR programs. More recently, companies such as Motorola, GE,
Dow Chemical, and Home Depot have adopted a more systematic approach to qual-
ity, called Six Sigma, which includes major changes in management philosophy and
HR programs. Six Sigma is a statistical method of translating a customer’s needs into
separate tasks and defining the best way to perform each task in concert with the
others. By examining the optimal process, Six Sigma can have a powerful effect on
the quality of products, the performance of customer service, and the professional
development of employees. What makes Six Sigma different from other quality
efforts is that it catches mistakes before they happen. In a true Six Sigma environ-
ment, variation from standard is reduced to only 3.4 defects per million.26

The importance of HR to Six Sigma begins with the formation of teams, and
extends to training, performance management, communication, culture, and even
rewards. As individuals progress through Six Sigma training, they can move up from
“green belt” to eventually achieve “black belt” status. Many of Dow’s key HR slots
require black-belt certification, for example. If this all sounds a bit hokey, take note
of the successful companies that have made cultural—and performance—transfor-
mation as a result: Motorola credits Six Sigma with $16 billion in savings over the
past twelve years; Ford reports that it saved more than $4 billion in one year alone;
Motorola is so committed to Six Sigma that it now conducts Six Sigma training for
employees of other firms who attend its Motorola University.27 The most important
quality-improvement techniques stress employee motivation, change in corporate
culture, and employee education. Organizations known for product and service
quality strongly believe that employees are the key to that quality.

One of the reasons that HR programs are so essential to programs such as Six
Sigma is that they help balance two opposing forces. According to Laurie Broedling,
an organizational psychologist and human resources expert, “One set of forces (the
need for order and control) pulls every business toward stagnation, while another set
of forces (the need for growth and creativity) drives it toward disintegration.” Six
Sigma’s focus on continuous improvement drives the system toward disequilibrium,
while Six Sigma’s focus on customers, management systems, and the like provide the
restraining forces that keep the system together. HR practices help managers balance
these two forces. Like human resources information systems, TQM has helped HR
departments progress from a focus on functional activities to strategic planning. Bet-
ter business thinking builds more strategic HR thinking.28

Reengineering and HRM
In addition to TQM and Six Sigma programs, some companies take a more radical
approach to process redesign called reengineering. Reengineering has been described
as “the fundamental rethinking and radical redesign of business processes to achieve
dramatic improvements in cost, quality, service and speed.”29 Reengineering often
requires that managers start over from scratch in rethinking how work should be
done, how technology and people should interact, and how entire organizations
should be structured. HR issues are central to these decisions. First, reengineering
requires that managers create an environment for change, and, as we mentioned previ-
ously, HR issues drive change. Second, reengineering efforts depend on effective lead-
ership and communication processes, two other areas related to HRM. Third, reengi-
neering requires that administrative systems be reviewed and modified. Selection, job
descriptions, training, career planning, performance appraisal, compensation, and

Six Sigma
A process used to trans-
late customer needs into a
set of optimal tasks that
are performed in concert
with one another

reengineering
Fundamental rethinking
and radical redesign of
business processes to
achieve dramatic improve-
ments in cost, quality,
service, and speed
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PART 1 Human Resources Management in Perspective18

labor relations are all candidates for change to complement and support reengineer-
ing efforts. We will return to these issues, and speak more directly to the organiza-
tional development tools necessary for reengineering, in later chapters.

Challenge 6: Containing Costs
Investments in reengineering, TQM, human capital, technology, globalization, and
the like are all very important for organizational competitiveness. Yet at the same
time, there are increasing pressures on companies to lower costs and improve pro-
ductivity to maximize efficiency. Like other functional department managers, human
resources managers are now under pressure to show top managers the “bottom line”
financial results their departments are achieving. Labor costs are one of the largest
expenditures of any organization, particularly in service- and knowledge-intensive
companies. Moreover, the healthcare costs of insuring workers and their families
have skyrocketed in the past decade, posing a much bigger burden to firms. Organi-
zations are taking many approaches to lowering labor-related costs. In addition to
shifting some of the rising costs of healthcare back onto employees, firms are also
downsizing, outsourcing, offshoring, and engaging in employee leasing in an attempt
to enhance productivity. Each of these efforts has a big impact on HR policies and
practices.

Downsizing
Downsizing is the planned elimination of jobs. For example, when L. L. Bean saw
that sales had fallen, the company undertook a number of efforts to identify what it
called “smart cost reductions.” Bean’s TQM activities helped the company target
quality problems and saved an estimated $30 million. But the cuts were not enough,
and ultimately Leon Gorman, president of the firm, and Bob Peixotto, vice president
of HR and quality, realized the company needed to eliminate some jobs. Instead of
simply laying off people, however, the company started early retirement and “sweet-
ened” voluntary separation programs. Then the company offered employee sabbati-
cals for continuing education.30

These efforts, combined with better employee communication, helped soften the
blow of layoffs at L. L. Bean. But the pain of downsizing has been widespread
throughout the United States. Virtually every major corporation within the country
has undergone some cycle of downsizing. During the period from 1995 to 2002,
about 2 million U.S. manufacturing jobs were lost—an 11 percent drop. One-third of
companies downsized following 9/11. And it’s not just U.S. firms that are losing
manufacturing jobs. China lost 15 percent of its industrial jobs during the
1995–2002 period as well.

Historically, layoffs tended to affect manufacturing firms and line workers in
particular, but in the 1990s, the layoffs began to encompass white-collar workers in
greater numbers. In fact, in the largest U.S. firms, most of the jobs lost in the last
decade have been white-collar jobs. One of the hardest-hit industries has been infor-
mation technology.31

But downsizing is no longer being regarded as a short-term fix when times are
tough. It’s now become a tool continually used by companies to adjust to changes in
technology, globalization, and the firm’s business direction. For example, in a study
that surveyed 450 senior HR executives at companies that had downsized in the past
three years, only 21 percent said that financial difficulties had spurred the cutbacks,

downsizing
Planned elimination 
of jobs
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CHAPTER 1 The Challenge of Human Resources Management 19

compared to 78 percent in a similar study in 1994. In fact, 34 percent of the execu-
tives said that the downsizing was done to strengthen their companies’ future posi-
tions; 21 percent said it was done to achieve fundamental staff realignment; 17 per-
cent said it was due to a merger or acquisition.

Whatever the reason, while some firms improve efficiency (and lower costs)
with layoffs, many others do not obtain such benefits. These kinds of trade-offs have
led some firms to establish a policy of “no layoffs.” For example, in an industry that
has seen layoffs in the tens of thousands, Southwest Airlines hasn’t laid off a single
employee. In fact, the company hasn’t had layoffs in thirty years. Nucor Steel is
another company with a no-layoff policy. These practices are admittedly an excep-
tion, but some firms are taking such an approach because of downsizing’s toll on
retention and recruitment. A study by Watson Wyatt of 750 companies showed that
companies with excellent recruiting and retention policies provide a nearly 8%
higher return to shareholders compared to those that don’t. Those with a strong
commitment to job security earned an additional 1.4% for shareholders.

Advocates of a no-layoff policy often note that layoffs may backfire after taking
into account such hidden costs as the following:

Severance and rehiring costs

Accrued vacation and sick-day payouts

Pension and benefit payoffs

Potential lawsuits from aggrieved workers

Loss of institutional memory and trust in management

Lack of staffers when the economy rebounds

Survivors who are risk averse, paranoid, and political

In contrast, companies that avoid downsizing say they get some important benefits
from such policies:

A fiercely loyal, more productive workforce

Higher customer satisfaction

Readiness to snap back with the economy

A recruiting edge

Workers who aren’t afraid to innovate, knowing their jobs are safe32

More than one executive has concluded that you don’t get dedicated and pro-
ductive employees if at the first sign of trouble you show them that you think they
are expendable.

To approach downsizing more intelligently, companies such as Continental Air-
lines, Dial Corporation, and L. L. Bean have made special efforts to reassign and
retrain employees for new positions when their jobs are eliminated. This is consistent
with a philosophy of employees as assets, as intellectual capital.

Outsourcing, Offshoring, and Employee Leasing
Over the past twenty-five years, the employment relationship between companies
and employees has shifted from relationship-based to transaction-based. Fewer people
are working for one employer over the course of their lifetimes, and the Internet has
created a workforce that is constantly scanning for new opportunities. More people
are choosing to work on a freelance or contract basis, or to work part-time, especially
women. Outsourcing is evidence of this trend.33 Outsourcing simply means hiring

outsourcing
Contracting outside the
organization to have 
work done that formerly
was done by internal
employees
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PART 1 Human Resources Management in Perspective20

someone outside the company to perform tasks that could be done internally. Com-
panies often hire the services of accounting firms, for example, to take care of finan-
cial services. They may hire advertising firms to handle promotions, software firms
to develop data-processing systems, or law firms to handle legal issues. Maintenance,
security, catering, and payroll are being outsourced in order to increase the organiza-
tion’s flexibility and lower its overhead costs. Interest in outsourcing has been
spurred by executives who want to focus their organization’s activities on what they
do best versus peripheral activities. Increasingly, outsourcing is changing the way HR
departments operate as well. Indeed, outsourcing has been one of the most promi-
nent HR trends of the last 10 years, and will continue to be until the last dollar of
excess costs has been wrung out. HR outsourcing is already is a $25 billion market,
according to the research firm Gartner, Inc. In 2005, more than 85 percent of U.S.
employers expected to outsource at least one HR function.34

Offshoring, also referred to as “global sourcing,” is the controversial practice of
moving jobs overseas. Nonetheless, almost half of 500 senior finance and HR leaders
surveyed said their firms are either offshoring or are considering offshoring in the
next three years, according to a study by Hewitt Associates.35 Figure 1.2 shows the
huge number of jobs estimated to be offshored in the coming years, along with the
fields most likely to be affected. Cost reduction is the overwhelming motivator for
doing so—companies estimate that they can save 40–60 percent on labor costs by
offshoring work to countries such as India, where highly educated workers can per-
form the same jobs as U.S. workers at half the price. Other markets include the
Philippines, Russia, China, Mexico, Brazil, and Hungary. But hidden costs can chew
up most, if not all, of the profits gained from offshoring, including those associated
with finding foreign vendors, productivity lost during the transition, domestic layoff
costs, language difficulties, foreign regulatory challenges, and political and economic
instability that can threaten operations.

In Chapter 2, you will learn about the other ways firms can get a competitive
edge besides just cutting labor costs. But offshoring is going to continue to be a fact

Offshoring
The business practice of
sending jobs to other
countries

Dell Computer has thou-
sands of employees
located at call centers in
India and elsewhere
around the world. In fact,
the Austin, Texas, com-
puter maker has more
employees working out-
side the United States
than within it.
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NUMBER OF U.S. JOBS MOVING OFFSHORE BY JOB CATEGORY, 2003–2015

2003 2004 2005 2006 2007 2008 2010 2015

Management 3,500 15,000 34,000 42,000 48,000 64,000 106,000 259,000
Business 30,000 55,000 91,000 105,000 120,000 136,000 176,000 356,000
Computer 102,000 143,000 181,000 203,000 228,000 247,000 322,000 542,000
Architecture 14,000 27,000 46,000 54,000 61,000 70,000 93,000 191,000
Life sciences 300 2,000 4,000 5,500 6,500 9,000 16,000 39,000
Legal 6,000 12,000 20,000 23,000 26,000 29,000 39,000 79,000
Art, design 2,500 4,500 8,000 9,000 10,000 11,000 15,000 30,000
Sales 11,000 22,000 38,000 47,000 55,000 67,000 97,000 218,000
Office 146,000 256,000 410,000 475,000 541,000 616,000 815,000 1,600,000

Total 315,000 540,000 830,000 960,000 1,100,000 1,200,000 1,700,000 3,400,000

Source: Near-Term Growth of Offshoring Accelerating, Forester Research, Inc., May 2004.
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of life as the global economy shifts and the lure of low labor costs continues to entice
U.S. corporations. Too often, however, the decision to offshore is made by top man-
agers and finance, without HR’s initial input: “Companies can minimize hidden costs
and maximize their returns by enabling HR to have a seat at the table early so they
can carefully address issues such as skill and language requirements, labor costs by
market, alternative talent pools, workforce training, retraining and change manage-
ment,” says Mark Arian, a corporate restructuring and change practice leader for
Hewitt. To minimize problems, line and HR managers have to work together with the
firm’s other functional groups to define and communicate transition plans, minimize
the number of unknowns, and help employees identify their employment options.36

As an alternative to downsizing, outsourcing, and offshoring, many companies,
especially small ones, have decided to sign employee leasing agreements with pro-
fessional employer organizations (PEOs). A PEO—typically a larger company—takes
over the management of a smaller company’s HR tasks and becomes a co-employer
to its employees. The PEO performs all the HR duties of an employer—hiring, pay-
roll, and performance appraisal. Because PEOs can co-employ a large number of
people working at many different companies, they can provide employees with bene-
fits such as 401k and health plans that small companies can’t afford. Today 700 PEOs
oversee 2 to 3 million American workers. The value of employee leasing lies in the
fact that an organization can essentially maintain its working relationships with its
employees but shift some employment costs to the PEO, in return for a fee. Full-
service PEOs sell an even broader range of services, including high-end benefits such
as adoption assistance, usually found only at the largest corporations. More details
on employee leasing will be discussed in Chapter 5.37

Productivity Enhancements
Pure cost-cutting efforts such as downsizing, outsourcing, and leasing may prove to
be disappointing interventions if managers use them as simple solutions to complex
performance problems. Overemphasis on labor costs perhaps misses the broader
issue of productivity enhancement.

Employee productivity is the result of a combination of employees’ abilities,
motivation, and work environment, and the technology they have to work with.
Since productivity can be defined as “the output gained from a fixed amount of
inputs,” organizations can increase productivity either by reducing the inputs (the
cost approach) or by increasing the amount that employees produce, by adding more
human and/or physical capital to the process. Nonetheless, it is quite possible for
managers to cut costs only to find that productivity falls even more rapidly. Con-
versely, managers may find that increasing investment in employees (raising labor
costs) may lead to even greater returns in enhanced productivity.

In absolute terms, the United States remains the world’s most productive nation.
Figure 1.3 shows how markedly U.S. productivity per person (in dollars) has
increased since the 1930s. That said, the growth in output per worker is now climb-
ing faster in less-developed countries such as China that have lacked expertise and
technology in the past but are making strides to close the gap. Even in the wake of
the last U.S. recession, however, new investments in technology kept the productivity
of U.S. workers climbing upward. The problem is that this rapid investment in faster
computers and more-efficient machine tools is beginning to level off. This will limit
how much assistance technology can offer U.S. employee in terms of their productiv-
ity in the years to come. And employees are already working more hours than they

employee leasing
The process of dismissing
employees who are then
hired by a leasing com-
pany (which handles all
HR-related activities) and
contracting with that com-
pany to lease back the
employees
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CHAPTER 1 The Challenge of Human Resources Management 23

have at any time since 1973. This means that that any additional productivity will
have to come from the enhanced ability of employees, their motivation, and their
work environment—which makes the job of the HR manager in the coming years all
the more crucial.38 Figure 1.4 shows some of the topics that we cover in this textbook
that help managers increase productivity in their organizations.
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MOTIVATION
• Job enrichment
• Promotions
• Coaching
• Feedback
• Rewards

ENVIRONMENT
• Employee 

 empowerment
• Teams
• Leader support
• Culture

ABILITY
• Recruitment
• Selection
• Training
• Development

Figure  1.4 Productivity Enhancements
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Demographic and Employee Concerns
In addition to the competitive challenges facing organizations, managers in general—
and HR managers in particular—need to be concerned about changes in the makeup
and the expectations of their employees. As we noted at the beginning of this chap-
ter, HRM involves being an advocate for employees, being aware of their concerns,
and making sure that the exchange between the organization and its employees is
mutually beneficial. Highlights in HRM 4 shows a summary of social concerns in
HRM. We will discuss some of these issues here and address all of them in greater
detail throughout the book.

Demographic Changes
Among the most significant challenges to managers are the demographic changes
occurring in the United States. Because they affect the workforce of an employer,
these changes—in employee background, age, gender, and education—are important
topics for discussion.

Social Issues in HRM
Changing Demographics: The coming decades will bring a more diverse and aging work-
force. This has major implications for all aspects of HRM as it alters traditional experience
and expectations regarding the labor pool. Among the issues in this area are:

• Shrinking pool of skilled entry-level workers • Globalization
• Diversity strategies • Social Security and retirement issues
• Continual skills development
• Outsourcing, offshoring, and the use of temporary and part-time employees

Employer/Employee Rights: This area reflects the shift toward organizations and individuals
attempting to define rights, obligations, and responsibilities. Among the issues here are:

• Relationship employment versus • Comparable worth
transactional-based employment • Concern for privacy

• Ethics • Legal compliance
• Whistle-blowing • Mandated benefits

Attitudes toward Work and Family: Because of the increase of working women as well as
employee mobility and a growing concern about family issues, there is demand for recogniz-
ing and supporting family-related concerns. Among the issues are:

• Daycare and elder care • Flextime
• Job sharing • Alternative work schedules
• Job rotation • Telecommuting
• Parental leave

Highlights in HRM 4
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The Diversity Challenge
As shown in Figure 1.5, minorities in the United States are increasing relative to the
total population. It comes as no surprise, then, that American workers are becoming
more diverse as well. The U.S. Census Bureau estimates that in 2012, minorities will
make up an even larger share of the U.S. labor force than they do today, and the
white non-Hispanic labor force will continue to comprise a smaller share. For exam-
ple, between 2002 and 2012, the Hispanic labor force is expected to grow by more
than 30 percent versus just 10 percent for the white, non-Hispanic labor force. Much
of the growth of the minority workforce is due to the arrival of immigrants who
often are of working age but have different educational and occupational back-
grounds from those of the U.S. population.39 In cities such as New York, Houston,
Chicago, Los Angeles, Atlanta, and Detroit, minorities currently represent more than
half the population.

To accommodate the shift in demographics, many organizations have increased
their efforts to recruit and train a more diverse workforce. In this regard, a group of
600 firms such as Chevron, AT&T, and Monsanto has developed an organization
called Inroads, which for the past twenty-five years has identified promising minority
students during their senior year in high school and offered them summer intern-
ships. Darden Restaurants, best known for its Olive Garden and Red Lobster chains,
has a long history of recruiting minority employees. Denny’s and 7-Eleven have

stepped up their efforts to attract minority owners of their franchises.40

Age Distribution of Employees
Past fluctuations in American birthrates are producing abrupt changes in the
makeup of the labor force. The U.S. Census Bureau projects that between
2002 and 2012, the annual growth rate of the 55-and-older group will be 4.1
percent—four times the annual growth rate for the overall labor force.41

Imbalance in the age distribution of the labor force has significant implica-
tions for employers. Companies such as Pacific Gas and Electric and Dow
Chemical are finding that large portions of their workforces are nearing

Because the U.S. popula-
tion is becoming more
diverse, companies that
don’t hire minorities
reflecting the change 
are likely to find them-
selves at a competitive
disadvantage.
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PART 1 Human Resources Management in Perspective26

retirement. Beyond the sheer number of employees they will have to replace, managers
are concerned that the expertise of these employees is likely to be drained too rapidly
from the company. As a stopgap measure, employers are making positive efforts to
attract older workers, especially those who have taken early retirement. And workers
are taking them up on the on the offer. AARP has reported that 68 percent of workers
between ages 50 and 70 plan to work in retirement or never retire. Good health and
longer life expectancies play the biggest role in extended work lives. But some retirees
have returned to the workforce because of economic needs.

Home Depot is one company participating in a pilot program with AARP in an
effort to attract older workers. As part of the program, AARP’s web site matches
AARP members with corporations looking to hire them. Bob Nardelli, Home
Depot’s CEO, said he intends to hire older employees in direct proportion to their
increase as a share of the population. Borders, the national bookseller, is attempting
to do likewise. “Whenever our demographics match up with a community, sales are
better,” says Borders senior vice president Dan Smith.

Recruiting older workers may sound counterintuitive because they incur higher
healthcare costs. But older workers also have fewer dependents and offer other cost
savings. “Our over-50 employee turnover is 10 times less than those under 30,” says
Smith. “So when you think about the savings you have in training costs, transitions
costs, and recruitment costs, you save a lot more on that for the over-50 workers
than you do for others.”42

The other problem that accompanies age imbalances in the workforce might be
referred to as the “echo boom” effect. Similar to the trends with baby boomers, those
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who constitute the new population bulge are experiencing greater competition for
advancement from others of approximately the same age. This situation challenges
the ingenuity of managers to develop career patterns for employees to smooth out
gaps in the numbers and kinds of workers.43

Gender Distribution of the Workforce
Sixty percent of women participate in the labor force, and as a group they represent
47 percent of the total U.S. labor force. Approximately 80 percent of mothers with
school-age children are employed in some capacity. As shown in Figure 1.6, projec-
tions by the Bureau of Labor Statistics suggest that women will continue to join the
U.S. labor force and are expected to account for just under 48 percent by 2012.44 Edu-
cational attainment of women is also increasing relative to men. Employers who want
to attract the talent that women have to offer are taking measures to ensure that
women are treated equally in the workplace in terms of advancement opportunities
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and compensation. They also need to accommodate working parents
through parental leaves, part-time employment, flexible work schedules,
job sharing, telecommuting, and child and elder care assistance.

Rising Levels of Education
Over the years, the educational attainment of the U.S. labor force has risen
dramatically. Not coincidentally, some of the fastest-growing sectors of
employment over the past few decades have been in areas requiring higher
levels of education.45 Figure 1.7 shows the average payoff in annual earnings
from education. It is important to note, however, that while the complexity
of jobs is increasing significantly, the skills gap is huge and widening. One
study by the U.S. Department of Education found that less than half of all

high school seniors can handle mathematics problems involving fractions, decimals,
percents, elementary geometry, and simple algebra. Between 45 and 50 percent of
adults in the United States have only limited reading and writing abilities needed to
handle the minimal demands of daily living or job performance. As a result, busi-
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nesses now spend billions of dollars on basic skills training for their employees. In a
speech to the Commonwealth Club of California, David Kearns, the renowned for-
mer CEO of Xerox Corporation and ardent education advocate, said, “The American
workforce is in grave jeopardy. We are running out of qualified people. If current
demographic and economic trends continue, American business will have to hire a
million new workers a year who can’t read, write, or count.”46

And it’s not just workers with four-year degrees that are in great demand. Com-
panies are having trouble finding trained and certified workers such as pipe fitters,
motorcycle mechanics, and air traffic controllers. As the baby boomer generation
retires, the problem will likely worsen. HR departments will have to offer higher com-
pensation packages to attract qualified candidates, and recruiting and selection sys-
tems will have to function much more competitively in order to identify talent. Given
the recession the United States experienced earlier in the decade, this might sound
strange. But demographic shifts can, and will, have a huge impact on HR and society.

HR managers are interested in these trends because the economy and job market
are critical to HR’s operations. For example, given that minorities and women have
increased their share of the labor force, HR managers frequently analyze how each
group is represented in both fast-growing and slow-growing occupations. Women, for
example, are fairly well represented in fast-growing occupations such as health services
but are also represented in some slow-growth occupations such as secretarial, com-
puter processing, and financial records processing. For blacks and Hispanics, the data
are less encouraging. Blacks and Hispanics have been heavily concentrated in several of
the slow-growth and declining groups. Given these data, a number of efforts have been
undertaken to encourage minority recruitment, selection, and training.

But these are only the initial efforts to provide an overall environment that val-
ues and utilizes a diverse workforce. Managing diversity means being acutely aware
of characteristics common to employees, while also managing these employees as
individuals. It means not just tolerating or accommodating all sorts of differences
but supporting, nurturing, and utilizing these differences to the organization’s
advantage.47 Figure 1.8 summarizes a model for developing a diversity strategy in
organizations. While there are important social reasons for including a broader spec-
trum of workers, there are some essential business reasons as well. Highlights in
HRM 5 shows the primary business reasons for diversity management.

Cultural Changes
The attitudes, beliefs, values, and customs of people in a society are an integral part
of their culture. Naturally, their culture affects their behavior on the job and the
environment within the organization, influencing their reactions to work assign-
ments, leadership styles, and reward systems. Like the external and internal environ-
ments of which it is a part, culture is undergoing continual change. HR policies and
procedures therefore must be adjusted to cope with this change.

Employee Rights
Over the past few decades, federal legislation has radically changed the rules for
management of employees by granting them many specific rights. Among these are
laws granting the right to equal employment opportunity (Chapter 3), union repre-
sentation if desired (Chapter 14), a safe and healthful work environment (Chapter
12), pension plans regulated by the government (Chapter 11), equal pay for men and

managing diversity
Being aware of character-
istics common to employ-
ees, while also managing
employees as individuals
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women performing essentially the same job (Chapter 9), and privacy in the work-
place. An expanded discussion of the specific areas in which rights and responsibilities
are of concern to employers and employees, including the often-cited employment-at-
will doctrine, will be presented in Chapter 13.

Concern for Privacy
HR managers and their staffs, as well as line managers in positions of responsibility,
generally recognize the importance of discretion in handling all types of information
about employees. Since the passage of the federal Privacy Act of 1974, increased
attention to privacy has been evident, heightened by the increase in identity theft in
recent years. While the act applies almost exclusively to records maintained by fed-
eral agencies, it has drawn attention to the importance of privacy and has led to the
passage of additional privacy legislation, including the Health Insurance Portability
and Accountability Act of 1996 (HIPAA) and the associated privacy rule issued by
the U.S. Department of Health and Human Services, which protects the use and dis-
closure of personal medical information. (Although the Electronic Communications

Culture
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Model of Diversity Management StrategyFigure  1.8

Source: Reprinted by permission of Elsevier from “Managing for Effective Workforce Diversity” by Kathleen Iverson from The Cornell Hotel
and Restaurant Administration Quarterly 41, no. 2 (April 2000): 31–38.
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Privacy Act of 1986 legislated the protection of electronic communications such as e-
mail, the rules are different when it comes to the privacy that employees can expect
with regard to their electronic communications at work.) Globalization has added
another twist to privacy compliance. For example, EU countries prohibit the transfer
of personal data to countries with inadequate data protection laws, such as China.

According to the Society for Human Resources Management, of more than 400
human resources professionals, 54 percent said they now have written privacy policies
safeguarding employee data. IBM was one of the first companies to show concern for
how personal information about employees was handled. It began restricting the
release of information as early as 1965, and in 1971 it developed a comprehensive
privacy policy. Other things companies are doing to protect their employees include
limiting the use of Social Security numbers on time sheets, log-in sheets, and other
employment forms. Some companies lock up employee files, conduct background
checks on employees who have access to others’ files, educate employees in fraud
prevention, and contract with outside firms specializing in identity theft.48 In Chap-
ter 13, we will discuss the content of such programs, along with the privacy employ-
ees can expect while on the job, and present some recommended privacy guidelines.

Changing Attitudes toward Work
Employees today are less likely to define their personal success only in terms of finan-
cial gains. This trend has been evolving for some time, but observers have noted that
it has peaked since the terrorist attacks of September 11, 2001. Personal fulfillment
and self-expression—as well as a balance between work and family—are key factors
in a complex array of job attitudes. Many people view life satisfaction as more likely
to result from balancing the challenges and rewards of work with those in their per-
sonal lives. Though most people still enjoy work, and want to excel at it, they tend to

Why Diversity?
The primary business reasons for diversity management include . . .

Source: Survey data from Gail Robinson and Kathleen Dechant, “Building a Business Case for Diversity,”
Academy of Management Executive 11, no. 3 (August 1997): 21–31; permission conveyed through the
Copyright Clearance Center, Inc.
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PART 1 Human Resources Management in Perspective32

be focused on finding interesting work and may pursue
multiple careers rather than being satisfied with just “hav-
ing a job.” In fact, in a survey of more than 3,000 workers,
86 percent said work fulfillment and work-life balance
were their top priorities. Only 35 percent said being suc-
cessful at work and moving up the ladder were their top
priorities. People also appear to be seeking ways of living
that are less complicated but more meaningful. These new
lifestyles cannot help having an impact on the way employ-
ees must be motivated and managed. Consequently, HRM
has become more complex than it was when employees
were concerned primarily with economic survival.

Balancing Work and Family
Work and the family are connected in many subtle and not-
so-subtle social, economic, and psychological ways. Because
of the new forms that the family has taken—such as the
two-wage-earner and the single-parent family—work organ-
izations find it necessary to provide employees with more
family-friendly options. “Family friendly” is a broad term
that may include unconventional hours, daycare, part-time
work, job sharing, pregnancy leave, parental leave, executive
transfers, spousal involvement in career planning, assistance

with family problems, and telecommuting.
Flextime options for employees are on the rise, according to the Society for

Human Resource Management. More than half of all companies—American Express,
Levi Strauss, PepsiCo, and Schering-Plough among them—now offer such programs.
In general, these companies calculate that accommodating individual needs and cir-
cumstances is a powerful way to attract and retain top-caliber people. Aetna Life and
Casualty, for example, cut turnover by 50 percent after it began offering six-month
parental leaves, coupled with an option for part-time work when employees return
to the job. Bank of America encourages all its employees to visit their children’s
schools or volunteer at any school—on company time. Still, there are acknowledged
costs. In professional firms such as law, career paths and promotions are pro-
grammed in a lockstep manner. Time away from work can slow down—and in some
cases derail—an individual’s career advancement.49

Furthermore, family-friendly companies have to balance the benefits they provide
to families versus their single employees. A majority of employees have no children
under 18. A Conference Board survey of companies with family-friendly programs
found that companies acknowledge that childless employees harbor resentment
against employees with children who are able to take advantage of these programs.50

The Partnership of Line Managers and HR Departments
We have taken a good deal of time up front in this book to outline today’s competi-
tive and social challenges to reinforce the idea that managing people is not some-
thing that occurs in a back room called the HR department. Managing people is

Parents today face real
challenges in balancing
work and home life.
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every manager’s business, and successful organizations combine the experience of
line managers with the expertise of HR specialists to develop and utilize the talents
of employees to their greatest potential. Addressing HR issues is rarely the exclusive
responsibility of HR departments acting alone. Instead, HR managers work side by
side with line managers to address people-related issues of the organization. And
while this relationship has not always achieved its ideal, the situation is rapidly
improving. HR managers are assuming a greater role in top-management planning
and decision making, a trend that reflects the growing awareness among executives
that HRM can make important contributions to the success of an organization.

Responsibilities of the Human 
Resources Manager
Although line managers and HR managers need to work together, their responsibili-
ties are different, as are their competencies and expertise. The major activities for
which an HR manager is typically responsible are as follows:

1. Advice and counsel. The HR manager often serves as an in-house consultant 
to supervisors, managers, and executives. Given their knowledge of internal
employment issues (policies, labor agreements, past practices, ethics and corpo-
rate governance, and the needs of employees) as well as their awareness of exter-
nal trends (economic and employment data, new legal and regulatory issues, and
the like), HR managers can be an invaluable resource for making decisions. For
example, larger companies have begun appointing “chief ethics officers” to help
their employees wade through gray areas when it comes to right and wrong. The
firm’s top HR manager is in a good position for this job. In smaller companies,
however, this task frequently falls on the shoulders of individual HR managers.
These managers need to counsel both employees and executives in this area and
areas in which Congress has passed new corporate governance laws to prevent,
among other things, top executives from abusing their power. (Corporate gover-
nance relates to the way rights and responsibilities are shared within corpora-
tions, especially between managers and shareholders.) HR managers are also
being relied on more heavily to advise compensation committees, which are
more closely scrutinizing executives’ pay than they have in years past.

2. Service. HR managers also perform a host of service activities such as recruiting,
selecting, testing, planning and conducting training programs, and hearing
employee concerns and complaints. Technical expertise in these areas is essential
for HR managers and forms the basis of HR program design and implementa-
tion. Moreover, managers must be convinced that the HR staff is there to help
them increase their productivity rather than to impose obstacles to their goals.
This requires not only the ability on the part of the HR executive to consider
problems from the viewpoint of line managers and supervisors but also skill in
communicating with the managers and supervisors.

3. Policy formulation and implementation. HR managers generally propose and draft
new policies or policy revisions to cover recurring problems or to prevent antici-
pated problems. Ordinarily, these are proposed to the senior executives of the
organization, who actually issue the policies. HR managers may monitor per-
formance of line departments and other staff departments to ensure conformity
with established HR policies, procedures, and practices. Perhaps more important,
they are a resource to whom managers can turn for policy interpretation.
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4. Employee advocacy. One of the enduring roles of HR managers is to serve as an
employee advocate—listening to employees’ concerns and representing their
needs to managers. Effective employee relations provides a support structure
when disruptive changes interfere with normal daily activities.

In the process of managing human resources, increasing attention is being given
to the personal needs of the participants. Thus throughout this book we will not only
emphasize the importance of the contributions that HRM makes to the organization
but also give serious consideration to its effects on the individual and on society.

Increasingly, employees and the public at large are demanding that employers
demonstrate greater social responsibility in managing their human resources. Com-
plaints that job stress is devitalizing the lives and injuring the health of employees are
not uncommon. Charges of discrimination against women, minorities, the physically
and mentally disabled, and the elderly with respect to hiring, training, advancement,
and compensation are being leveled against some employers. Issues such as compara-
ble pay for comparable work, the high cost of health benefits, daycare for the children
of employees, elder care for their parents, and alternative work schedules are concerns
that many employers must address as the workforce grows more diverse. All employ-
ers are finding that privacy and confidentiality of information about employees are
serious matters and deserve the greatest protection that can be provided.

Where employees are organized into unions (covered in Chapter 14), employers
can encounter costly collective bargaining proposals, threats of strike, and charges of
unfair labor practices. Court litigation, demands for corrective action by governmen-
tal agencies, sizable damage awards in response to employee lawsuits, and attempts to
erode the employment-at-will doctrine valued by employers are still other hazards
that contemporary employers must try to avoid. (We will discuss these issues in
detail in Chapter 13.)

Top management generally recognizes the contributions that the HR program
can make to the organization and thus expects HR managers to assume a broader
role in the overall organizational strategy. Thus HR managers must remember the
bottom line if they are to fulfill their role.

Competencies of the Human 
Resources Manager
As top executives expect HR managers to assume a broader role in overall organiza-
tional strategy, many of these managers will need to acquire a complementary set of
competencies. These competencies are summarized here and shown graphically in
Figure 1.9.

1. Business mastery. HR professionals need to know the business of their organiza-
tion thoroughly. This requires an understanding of its economic and financial
capabilities so that they can “join the team” of business managers in order to
develop the firm’s strategic direction. It also requires that HR professionals
develop skills at external relations focused on their customers.

2. HR mastery. HR professionals are the organization’s behavioral science experts.
In areas such as staffing, development, appraisal, rewards, team building, and
communication, HR professionals should develop competencies that keep them
abreast of changes.

3. Change mastery. HR professionals have to be able to manage change processes 
so that HR activities are effectively merged with the business needs of the organi-
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zation. This involves interpersonal and problem-solving skills, as well as innova-
tiveness and creativity.

4. Personal credibility. HR professionals must establish personal credibility in the
eyes of their internal and external customers. Credibility and trust are earned by
developing personal relationships with customers, by demonstrating the values
of the firm, by standing up for one’s own beliefs, and by being fair-minded in
dealing with others. Highlights in HRM 6 outlines the code of ethics HR profes-
sionals should follow, according to the Society for Human Resource Management.

The ability to integrate business, HR, and change competencies is essential. By
helping their organizations build a sustained competitive advantage and by learning
to manage many activities well, HR professionals are becoming full business partners.
Forward-looking CEOs such as Bob Nardelli at Home Depot; Herb Kelleher, the

HR MASTERY
• Staffing
• Performance 
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• Rewards system
• Communication
• Organization design

CHANGE 
MASTERY

• Interpersonal skills 
and influence

• Problem-solving skills
• Rewards system
• Innovativeness and 

creativity

BUSINESS 
MASTERY

• Business acumen
• Customer orientation
• External relations

PERSONAL 
CREDIBILITY
• Trust
• Personal 

relationships
• Lived values
• Courage

Human Resource Competency ModelFigure  1.9

Source: Arthur Yeung, Wayne Brockbank, and Dave Ulrich, “Lower Cost, Higher Value: Human Resource Function in Transformation.”
Reprinted with permission from Human Resource Planning, Vol. 17, No. 3 (1994). Copyright 1994 by The Human Resource Planning Society,
317 Madison Avenue, Suite 1509, New York, NY 10017, Phone: (212) 490-6387, Fax: (212) 682-6851.
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Highlights in HRM 6

SHRM Code of Ethical and Professional Standards 
in Human Resource Management

Society for Human Resource Management
CODE PROVISIONS

PROFESSIONAL RESPONSIBILITY

Core Principle
As HR professionals, we are responsible for adding value to the organizations we serve and
contributing to the ethical success of those organizations. We accept professional responsi-
bility for our individual decisions and actions. We are also advocates for the profession by
engaging in activities that enhance its credibility and value.

Intent
• To build respect, credibility and strategic importance for the HR profession within our

organizations, the business community, and the communities in which we work.
• To assist the organizations we serve in achieving their objectives and goals.
• To inform and educate current and future practitioners, the organizations we serve, and

the general public about principles and practices that help the profession.
• To positively influence workplace and recruitment practices.
• To encourage professional decision-making and responsibility.
• To encourage social responsibility.

Guidelines
1. Adhere to the highest standards of ethical and professional behavior.
2. Measure the effectiveness of HR in contributing to or achieving organizational goals.
3. Comply with the law.
4. Work consistent with the values of the profession.
5. Strive to achieve the highest levels of service, performance and social responsibility.
6. Advocate for the appropriate use and appreciation of human beings as employees.
7. Advocate openly and within the established forums for debate in order to influence

decision-making and results.

PROFESSIONAL DEVELOPMENT
Core Principle
As professionals we must strive to meet the highest standards of competence and commit
to strengthen our competencies on a continuous basis.

Intent
• To expand our knowledge of human resource management to further our understanding

of how our organizations function.
• To advance our understanding of how organizations work (“the business of the business”).
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Guidelines
1. Pursue formal academic opportunities.
2. Commit to continuous learning, skills development and application of new knowledge

related to both human resource management and the organizations we serve.
3. Contribute to the body of knowledge, the evolution of the profession and the growth of

individuals through teaching, research and dissemination of knowledge.
4. Pursue certification such as CCP, CEBS, PHR, SPHR, etc. where available, or comparable

measures of competencies and knowledge.

ETHICAL LEADERSHIP
Core Principle
HR professionals are expected to exhibit individual leadership as a role model for maintain-
ing the highest standards of ethical conduct.

Intent
• To set the standard and be an example for others.
• To earn individual respect and increase our credibility with those we serve.

Guidelines
1. Be ethical; act ethically in every professional interaction.
2. Question pending individual and group actions when necessary to ensure that decisions

are ethical and are implemented in an ethical manner.
3. Seek expert guidance if ever in doubt about the ethical propriety of a situation.
4. Through teaching and mentoring, champion the development of others as ethical leaders

in the profession and in organizations.

FAIRNESS AND JUSTICE
Core Principle
As human resource professionals, we are ethically responsible for promoting and fostering
fairness and justice for all employees and their organizations.

Intent
To create and sustain an environment that encourages all individuals and the organization to
reach their fullest potential in a positive and productive manner.

Guidelines
1. Respect the uniqueness and intrinsic worth of every individual.
2. Treat people with dignity, respect and compassion to foster a trusting work environment

free of harassment, intimidation and unlawful discrimination.
3. Ensure that everyone has the opportunity to develop their skills and new competencies.
4. Assure an environment of inclusiveness and a commitment to diversity in the organiza-

tions we serve.
5. Develop, administer and advocate policies and procedures that foster fair, consistent and

equitable treatment for all.
6. Regardless of personal interests, support decisions made by our organizations that are

both ethical and legal.
7. Act in a responsible manner and practice sound management in the country(ies) in which

the organizations we serve operate.

(continued on next page)
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(continued from previous page)

CONFLICTS OF INTEREST
Core Principle
As HR professionals, we must maintain a high level of trust with our stakeholders. We must
protect the interests of our stakeholders as well as our professional integrity and should not
engage in activities that create actual, apparent or potential conflicts of interest.

Intent
To avoid activities that are in conflict or may appear to be in conflict with any of the provi-
sions of this Code of Ethical and Professional Standards in Human Resource Management
or with one’s responsibilities and duties as a member of the human resource profession
and/or as an employee of any organization.

Guidelines
1. Adhere to and advocate the use of published policies on conflicts of interest within your

organization.
2. Refrain from using your position for personal, material or financial gain or the appearance

of such.
3. Refrain from giving or seeking preferential treatment in the human resources processes.
4. Prioritize your obligations to identify conflicts of interest or the appearance thereof; when

conflicts arise, disclose them to relevant stakeholders.

USE OF INFORMATION
Core Principle
HR professionals consider and protect the rights of individuals, especially in the acquisition
and dissemination of information while ensuring truthful communications and facilitating
informed decision-making.

Intent
To build trust among all organization constituents by maximizing the open exchange of infor-
mation, while eliminating anxieties about inappropriate and/or inaccurate acquisition and
sharing of information

Guidelines
1. Acquire and disseminate information through ethical and responsible means.
2. Ensure only appropriate information is used in decisions affecting the employment

relationship.
3. Investigate the accuracy and source of information before allowing it to be used in

employment related decisions.
4. Maintain current and accurate HR information.
5. Safeguard restricted or confidential information.
6. Take appropriate steps to ensure the accuracy and completeness of all communicated

information about HR policies and practices.
7. Take appropriate steps to ensure the accuracy and completeness of all communicated

information used in HR-related training.
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founder of Southwest Airlines; and Daniel Carp at Eastman Kodak make certain that
their top HR executives report directly to them and help them address key issues.

At lower levels in the organization, a rapidly growing number of companies
such as Ford, Intel, and Corning assign HR representatives to business teams to make
certain that HR issues are addressed on the job and that HR representatives, in turn,
are knowledgeable about business issues rather than simply focusing on the adminis-
trative function.

Role of the Line Manager
As much as we might say about the role of the HR department, in the final analysis
managing people depends on effective supervisors and line managers. As one execu-
tive at Merck put it, “Human resources are far too important to be left to the person-
nel department.” Although HR managers have the responsibility for coordinating
programs and policies pertaining to people-related issues, managers and employees
themselves are ultimately responsible for performing these functions.

We understand that most readers of this book will be line managers and super-
visors, rather than HR specialists. The text is, therefore, oriented to helping people
manage people more effectively, whether they become first-line supervisors or chief
executive officers. Students now preparing for careers in organizations will find that
the study of HRM provides a background that will be valuable in managerial and
supervisory positions. Discussions concerning the role of the HR department can
provide a better understanding of the functions performed by this department. A
familiarity with the role of HR should help facilitate closer cooperation with the
department’s staff and fuller utilization of the assistance and services available from
this resource.

SUMMARY

People have always been central to organiza-
tions, but their strategic importance is grow-
ing in today’s knowledge-based industries.
An organization’s success increasingly

depends on the knowledge, skills, and abilities of its
employees.

Globalization influences approximately
70–85 percent of the U.S. economy and
affects the free flow of trade among coun-
tries. This influences the number and kinds

of jobs that are available and requires that organizations
balance a complicated set of issues related to managing
people in different geographies, cultures, legal environ-

ments, and business conditions. HR functions such as
staffing, training, compensation, and the like have to be
adjusted to take into account the differences in global
management.

Advanced technology has tended to reduce
the number of jobs that require little skill
and to increase the number of jobs that
require considerable skill, a shift we refer to

as moving from touch labor to knowledge work. This
displaces some employees and requires that others be
retrained. In addition, information technology has
influenced HRM through human resources informa-
tion systems (HRIS) that streamline HR processes,
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make information more readily available to managers
and employees, and enable HR departments to focus on
the firm’s strategies.

Both proactive and reactive change initiatives
require HR managers to work with line man-
agers and executives to create a vision for the
future, establish an architecture that enables

change, and communicate with employees about the
processes of change.

In order to “compete through people,”
organizations have to do a good job of man-
aging human capital: the knowledge, skills,
and capabilities that have value to organiza-

tions. Managers must develop strategies for identifying,
recruiting, and hiring the best talent available; for
developing these employees in ways that are firm-spe-
cific; for helping them to generate new ideas and gener-
alize them through the company; for encouraging
information sharing; and for rewarding collaboration
and teamwork.

In order to respond to customer needs better,
faster, and more cheaply, organizations have
instituted total quality management (TQM)
and reengineering programs. Each of these

programs requires that HR be involved in changing
work processes, training, job design, compensation, and
the like. HR issues also arise when communicating with
employees about the new work systems, just as with any
change initiative. Better business thinking builds more
strategic HR thinking.

In order to contain costs, organizations have
been downsizing, outsourcing, offshoring,
and leasing employees, and enhancing pro-
ductivity. HR’s role is to maintain the rela-

tionship between a company and its employees while
implementing the changes.

The workforce is becoming increasingly
diverse, and organizations are doing more to
address employee concerns and to maximize
the benefit of different kinds of employees.

Demographic changes, social and cultural differences, and
changing attitudes toward work can provide a rich source
of variety for organizations. But to benefit from diversity,
managers need to recognize the potential concerns of
employees and make certain that the exchange between
the organization and employees is mutually beneficial.

In working with line managers to address the
organization’s challenges, HR managers play
a number of important roles; they are called
on for advice and ethics counsel, for various

service activities, for policy formulation and implemen-
tation, and for employee advocacy. To perform these
roles effectively, HR managers must contribute business
competencies, state-of-the-art HR competencies, and
change-management competencies. Ultimately, manag-
ing people is rarely the exclusive responsibility of the
HR function. Every manager’s job is managing people,
and successful companies combine the expertise of HR
specialists with the experience of line managers to
develop and utilize the talents of employees to their
greatest potential.
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KEY TERMS

corporate social responsibility
downsizing
employee leasing
globalization
human capital
human resources information

system (HRIS)

human resources management
(HRM)

knowledge workers
managing diversity
offshoring
outsourcing
proactive change

reactive change
reengineering
Six Sigma
total quality management (TQM)
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DISCUSSION QUESTIONS

1. Are people always an organization’s most
valuable asset? Why or why not?

2. Suppose your boss asked you to summa-
rize the major people-related concerns in
opening an office in Tokyo. What issues
would be on your list?

3. Will technology eliminate the need for
human resources managers?

4. What are the pros and cons of change?
Does it help or hurt organizational per-
formance? Do you like change? Why or
why not?

5. Can you think of a situation in which, if a
particular person left an organization, the
organization’s expertise would drop rapidly?

6. Someone once said that TQM “is like
paving cow paths.” What do you suppose
this means in relation to reengineering?

7. Do pressures on cost containment work
against effective management of people?
Why or why not?

8. What are the pros and cons of having a
more diverse workforce? Is the United States
in a better position to compete globally
because of its diverse population?

9. In your opinion, what is the most impor-
tant role of HR managers?
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HRM Experience

Balancing Competitive Challenges and Employee Concerns
Today, human resources management is not just the responsibility of the personnel depart-
ment. If people are a competitive resource, then line managers play an increasingly important
role in managing the workforce. But this is not an either/or situation. Rather than seeing line
managers take over responsibility from HR managers, we see both groups working together
to handle workforce issues. But how do they work together?

Assignment
1. Working in teams of four to six individuals, identify what role the HR department would

play and what role line managers would play in the following activities. Where would
overlaps occur, and would there be any likely problems?
a. Recruiting and selection
b. Training and development
c. Compensation
d. Performance evaluation
e. Labor relations

2. How would potential problems be resolved?
3. Write the groups’ findings on flip charts and post for all to see. One member from each

team should explain his or her findings to all class members.
4. Point out the similarities and differences across the teams. Save these points and revisit

them—possibly revising them—as you study subsequent chapters in this textbook.

o
b

je
c
ti

v
e 77

o
b

je
c
ti

v
e 88

o
b

je
c
ti

v
e 99

Managing Human Resources, 14e, Bohlander/Snell - © 2007 Thomson South-Western



PART 1 Human Resources Management in Perspective42

When Tom Van Berkem, senior vice president, HR, arrived at WellPoint (Thousand
Oaks, Calif., $20.4 billion in 2003 revenue) seven years ago, he was faced with the
challenge of cost-effectively managing human resources for a company of about
6,000 employees that planned to quadruple in size.

“We faced the strategic challenge to build an [HR] infrastructure for a Fortune
500 company to become Fortune 100,” says Van Berkem. “Our existing system wasn’t
up to that challenge.”

Van Berkem’s vision for meeting that challenge was to centralize HR services, along
with instituting sweeping self-service functionality and 24/7 call center capability—an
ambitious set of requirements for that time. Having vetted all the vendor players in
the marketplace, Van Berkem relates, WellPoint chose PeopleSoft (Pleasanton, Calif.)
because, “We were looking for a vendor we thought shared our vision and most
closely matched what we wanted.”

Lacking internal resources, WellPoint relied on “a major accounting firm” for
PeopleSoft version 7 in January 1998, according to Chuck Moore, staff vice president,
HR information systems and administration. It went live on the client/server system
in October 1998, with about 100 HR staff users.

In 2000, when WellPoint was ready to make the leap to Web-based self-service, it
turned to PeopleSoft Global Services to implement version 8.0 of the vendor’s solu-
tion. The five-month implementation, which ended in August 2000, required a signif-
icant investment in hardware to cope with a shift from the 100 HR users to the entire
employee population of over 14,000. But it was at that time that WellPoint also

Self-Service
System Works
Out Well for
WellPoint

case study 1

BIZFL IX  EXERCISES

Babe: Herding Sheep, Babe’s Way
This chapter’s introduction to human resources man-
agement emphasized its role in helping managers
bring together different types of people to reach a
common purpose. An earlier chapter section, “Demo-
graphic and Employee Concerns,” highlighted those
differences. Watch this scene from Babe while recalling
those discussions.

Babe is a charming Australian film featuring eccen-
tric, quiet Farmer Hoggett (James Cromwell), who
trains a pig he won at the fair to herd his sheep. His
eccentricity turns to determination when he enters the
pig in the Australian National Sheepdog Champi-
onships. The Academy Award–winning visual effects
include a seamless mixture of animatronic doubles,
computer images, and live animals.

This scene comes from the “a pig that thinks it’s a
dog” segment that appears about 40 minutes into the

film. Farmer Hoggett’s sheepdogs, Rex (voiced by Hugo
Weaving) and Fly (voiced by Miriam Margolyes), along
with Babe (voiced by Christine Cavanaugh) the pig,
accompany him to his sheep herd. Hoggett needs to
gather the sheep into a pen so he can shear their wool.
Before leaving for the pasture, Farmer Hoggett saw
Babe carefully divide some chickens into two groups
based on their color. Hoggett suspects that perhaps
Babe has some herding skills.

What to Watch for and Ask Yourself
• Are Babe’s methods of herding sheep different from those

used by the sheepdogs? If yes, what are the differences?
• Does Babe discover that he cannot successfully herd

sheep as a sheepdog herds them? What does he do?
• Does Farmer Hoggett accept Babe for what he is—a

pig not a sheepdog?
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achieved a large payback from the system. A month after going live, the carrier was
able to use the PeopleSoft solution to bring its open enrollment process in-house, sav-
ing $25-per-head—or roughly $400,000.

That kind of gain was possible because of the strategic role envisioned for the
system, according to Moore. “At the beginning, we made the decision that the People-
Soft database was going to be the source of all [employee] information,” he says.
“Over time, we have more and more systems dependent on PeopleSoft to become the
source of accurate information.” The solution is tied into tertiary budgeting and
expense report systems, and it plays an important role in employee communications.
For example, by tying into PeopleSoft, “a vendor can contact scores of our employees
on a moment’s notice with voicemail messages,” Moore explains.

WellPoint turned to PeopleSoft Global Services again in the summer of 2003 to
manage an upgrade to PeopleSoft version 8.3, which enabled all HR manager trans-
actions to be immediately uploaded to the solution’s database. The carrier is cur-
rently in the process of launching a PeopleSoft portal, which delivers more personal-
ized information than the standard self-service interface. WellPoint is also about to
move to a PeopleSoft-driven paperless paycheck system that will save the company
$1.17 per employee per check. With about 20,000 employees currently, savings for
open-enrollment add up to $500,000 annually, and paperless paychecks amount to a
savings of $608,400 per year.

Full-Service Strategic Solution 
Added to these benefits is a savings of about 40 to 50 human resources employees,
plus related facilities expenses not needed within a self-service HR paradigm. With
productivity benefits owing to the efficiency of the self-service process, the solution
more than pays back an investment of about $8.5 million plus undisclosed annual
maintenance fees, says Van Berkem. “We have transformed a traditional payroll [and]
personnel record solution into a full-service strategic solution at a cost not substan-
tially higher than a traditional solution,” he asserts.

QUESTIONS
1. What problems do you think WellPoint might have encountered by moving so

many employees to a web-based HR system?
2. What do you think WellPoint’s HR department should try to achieve in moving

forward?
3. How can PeopleSoft make certain that WellPoint is happy with its service?

Source: Anthony O’Donnell, “WellPoint Grows with PeopleSoft: Self-Service Functionality and
Centralized HR Services Help the Health Insurer Navigate the Challenges of Its Aggressive
Growth Strategy Cost-Effectively,” Insurance & Technology 29, no. 5 (May 2004): 17.

When Robert Kilbey began selling medical supplies out of his twenty-four-foot
Airstream trailer in the early 1960s, he came upon a brilliant idea: make the braces
and wraps with a new sort of closure—Velcro fasteners—instead of the common
laces and hooks-and-eyes. The new hook-and-loop fastener, invented in the early
1940s and now used on everything from automobiles to footwear, caught on with
the medical world. Kilbey moved Professional Products, Inc., from his base in
Miami to DeFuniak Springs, Florida, where it quietly has become one of Walton

Florida Company
Fastens Its
Sights on 
Global Growth

case study 2
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County’s largest and most stable employers. Forty-two years later his son, Bryan
Kilbey, is expanding the company and taking it international. “We will build a new
100,000-square-foot building this year,” the company’s CEO said. “And we are going
to open a new sales office for the European market.”

“From order to shipping, we can fill an order in 41⁄2 hours,” Kilbey said. “These
are often specific requests from doctors who like a piece of equipment to work a
certain way. So we don’t have a lot of inventory.” Instead, as general manager Dean
Stanton says, the company is vertical in its operations, designing and making most
of its own components.

“We make our own elastic,” Kilbey said. “We have the thread, the rubber, and
we make our own.” He said new technology and equipment will be used to stream-
line production. Some work will be outsourced to other countries, possibly Mexico
and Honduras. That decision hasn’t been made. But no jobs will disappear.

“We have never laid off anyone,” Kilbey said. “We have worked short weeks,
although we haven’t done that in 15 years. But we have kept our people.” Neither
does he go into panic-hiring mode and add employees at crunch time.

“These are highly skilled jobs,” Stanton said. “We can’t just go out and hire any-
one.” Stanton said, “We will cross-train people to do other jobs” when some work
moves to possibly Mexico, Honduras, and other countries.

QUESTIONS
1. How would you describe Professional Products’ growth strategy?
2. Why would Professional Products commit to no layoffs in its expansion? Is this

a positive move, or could it be detrimental to the company?
3. In addition to training employees for other jobs, what other HR strategies might

the firm employ to maintain its relationship with its domestic employees?

Source: Excerpted from Fraser, Morris, “DeFuniak Springs Company Fastens Its Sight on
Growth,” Northwest Florida (Fort Walton Beach) Daily News (via Knight-Ridder/Tribune Busi-
ness News), March 7, 2005.

In 1992, Deloitte & Touche, LLP, was celebrating the tenth year in which approxi-
mately 50 percent of its new hires were women. Because it takes nearly a decade to
become a partner, the accounting firm based in Wilton, Connecticut, was now sit-
ting back waiting for all the women in the pipeline to start making bids for partner-
ship. But something unexpected happened. Instead of seeing an increase in the
number of women applying for partnership, Deloitte & Touche saw a decline. Tal-
ented women were leaving the firm and this represented a huge drain of capable
people. In a knowledge-intensive business such as theirs, this problem went beyond
social consciousness. They could not afford to lose valued partners.

The company formed the Task Force on the Retention and Advancement of
Women to pinpoint the reason women were leaving. The task force conducted a mas-
sive information-gathering initiative, interviewing women at all levels of the company,
even contacting women who had left the firm. It uncovered three main areas of com-
plaint: (1) a work environment that limited opportunity for advancement, (2) exclu-
sion from mentoring and networking, and (3) work and family issues.

Deloitte &
Touche:
Managing
Diversity for 
a Competitive
Advantage

case study 3
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The networking and mentoring concerns seemed to be the most troublesome.
In a male-dominated business, men often network, sometimes to the exclusion of
women. To tackle this problem, Deloitte & Touche retooled the work environment.
It made changes such as a renewed commitment to flexible work arrangements,
reduced workload, and flextime. The firm also developed plans for company-spon-
sored networking and formal career planning for women. In addition, the firm’s
5,000 partners and managers attended two-day workshops called “Men and Women
as Colleagues” at a price to the company of approximately $3 million.

The results were terrific. Retention of women at all levels rose, and for the first
time in the history of the firm, turnover rates for senior managers (just before mak-
ing partner) were lower for women than for men. In addition to winning an Optima
Award, it was cited as one of the top places for women to work in a New York City
survey by McKinsey & Company. Deloitte not only had one of the highest propor-
tions of women employees among those surveyed—more than 75 percent—but
received especially high marks for its leadership in work/life quality and effective-
ness. The firm was singled out as the only company to have a full suite of skills
training and succession planning programs specifically for women. Deloitte also
ranked number six on Training magazine’s 2005 “Training Top 100” list.

QUESTIONS
1. How did the problems at Deloitte & Touche occur in the first place?
2. Did their changes fix the underlying problems? Explain.
3. What other advice would you give their managers?

Source: Excerpted from “Deloitte Earns #6 Ranking on ‘Training Top 100’ List,”PR Newswire
(March 2, 2005); “Deloitte Recognized by City of New York as One of the Five Best Employers
in New York City for Women,” PR Newswire (October 27, 2003); “Firm’s Diversity Efforts Even
the Playing Field,” Personnel Journal (January 1996): 56.

NOTES AND REFERENCES

1. Edward L. Gubman, The Talent Solution: Aligning Strategy and

People to Achieve Extraordinary Results (New York: McGraw-

Hill Professional Publishing, 1998).

2. “Retiring Workforce, Widening Skills Gap, Exodus of ‘Critical

Talent’ Threaten Companies: Deloitte Survey,” Canadian Cor-

porate News (February 15, 2005); “The Importance of HR,”

HRFocus 73, no. 3 (March 1996): 14.

3. T. J. Watson, Jr., A Business and Its Beliefs: The Ideas That

Helped Build IBM (New York: McGraw-Hill, 1963).

4. William L. Helkie, “U.S. International Transactions in 2001,”

Federal Reserve Bulletin 88, no. 5 (May 2002): 235–47; John S.

McClenahen and Traci Purdum, “U.S. Trade Deficit to Deepen,”

Industry Week 251, no. 4 (May 2002): 56; “Goods and Services

Deficit Increases in 2004,” U.S. International Trade in Goods and

Services Highlight, U.S. Census Bureau (February 10, 2005).

5. Fay Hansen, “U.S. Firms Extend Global Reach,” Workforce Man-

agement 83, no. 13 (December 1, 2004): 138; Susan Meisinger,

“Going Global: A Smart Move for HR Professionals,”

HRMagazine 49, no. 3 (March 2004): 6.

6. “FTAA Progress Report,” The New American 18, no. 12 (June

17, 2002): 7. For more information, see the web page for the

World Trade Organization at http://www.wto.org/english/thewto_

e/whatis_e/10ben_e/10b07_e.htm; Christian Doeringer, “Going

Global? Let HR Pave the Way,” China Staff 10, no. 8 (July–

August 2004): 36–42.

7. Nancy R. Lockwood, “Corporate Social Resonsibility: HR’s Lead-

ership Role,” HRMagazine 49, no. 2 (December 2004): S1–11.

8. Peter F. Drucker, “Knowledge-Worker Productivity: The Biggest

Challenge,” California Management Review 41, no. 2 (Winter

1999): 79–94; A. D. Amar, Managing Knowledge Workers (West-

port, CT: Quorum, 2002); Cynthia C. Froggat, Work Naked:

Eight Essential Principles for Peak Performance in the Virtual

Workplace (New York: John Wiley and Sons, 2002); Mary Ann

Roe, “Cultivating the Gold-Collar Worker,” Harvard Business

Review 79, no. 5 (May 2001): 32–33. See also D. P. Lepak and S.

A. Snell, “The Human Resource Architecture: Toward a Theory

of Human Capital Development and Allocation,” Academy of

Management Review 24, no. 1 (1999): 31–48; “China Engineers

Managing Human Resources, 14e, Bohlander/Snell - © 2007 Thomson South-Western



PART 1 Human Resources Management in Perspective46

Next Great Leap with Wave of ‘Knowledge Workers,’” Milwaukee

Journal Sentinel (via Knight-Ridder/Tribune News Service),

December 31, 2003; “Edward Yourdon’s New Book Helps

‘Knowledge Workers’ Put Emotion Aside to Look at the Facts of

the New Economic Reality,”PR Newswire (October 4, 2004).

9. “Industry Report 1998: Information-Technology Training,”

Training 35, no. 10 (October 1998): 63–68; Barb Cole-Gomolski,

“Recruiters Lure Temps with Free IT Training,” Computerworld

33, no. 31 (August 2, 1999): 10; Ben Worthen, “Measuring the

ROI of Training,” CIO 14, no. 9 (February 15, 2001): 128–36.

10. Scott A. Snell, Donna Stueber, and David P. Lepak, “Virtual HR

Departments: Getting Out of the Middle,” in R. L. Heneman

and D. B. Greenberger (eds.), Human Resource Management in

Virtual Organizations (Columbus, OH: Information Age Pub-

lishing, forthcoming); Samuel Greengard, “How to Fulfill Tech-

nology’s Promise,” Workforce (February 1999): HR Software

Insights supplement, 10–18.

11. Drew Robb, “Building a Better Workforce: Performance Man-

agement Software Can Help You Identify and Develop High-

Performing Workers,” HRMagazine 49, no. 10 (October 2004):

86–92.

12. Robb, “Building a Better Workforce,” 86–92; “How to Imple-

ment an Effective Process for a New HR Management System,”

HRFocus (January 2005): 3–4.

13. Bruce Shutan, “HRMS Flexibility Unlocks Secret to Success,”

Employee Benefits (August 1, 2004).

14. John P. Kotter, “Ten Observations,” Executive Excellence 16, no.

8 (1999): 15–16.

15. Chad Terhune, “Home Depot’s Home Improvement—Retail

Giant Aims to Spur Sales with Less-Cluttered Stores, Increased

Customer Service,” The Wall Street Journal, March 8, 2001, B1.

16. Jennifer J. Laabs, “Change,” Personnel Journal (July 1996): 54–63.

17. John P. Kotter, “Leading Change: Why Transformation Efforts

Fail,” Harvard Business Review (March–April 1995): 59–67;

Kotter, “Ten Observations,” 15–16; Edward E. Lawler III, Alec

Levenson, and John W. Boudreau, “HR Metrics and Analytics:

Use and Impact,” Human Resource Planning 27, no. 4 (Decem-

ber 2004): 27–36.

18. Lee G. Bolman and Terry E. Deal, “Four Steps to Keeping

Change Efforts Heading in the Right Direction,” Journal of

Quality and Participation 22, no. 3 (May/June 1999): 6–11;

“Coaching Employees through the Six Stages of Change,”

HRFocus 79, no. 5 (May 2002): 9; Stefan Stern, “Forever Chang-

ing,” Management Today (February 7, 2005): 40; Dennis Smil-

lie, “Managing Change, Maximizing Technology,” Multi-Hous-

ing News 40, no. 1 (January 2005): 4.

19. For information on a company that does measure its intellec-

tual capital, see the Skandia AFS web site and look at the com-

pany’s Business Navigator at http://www.skandia.com/en/index;

Donald C. Busi, “Assignment Reviews (ARs): Moving toward

Measuring Your Most Valuable Asset,” Supervision 66, no. 1

(January 2005): 3–7.

20. David Lepak and Scott Snell, “Knowledge Management and the

HR Architecture,” in S. Jackson, M. Hitt, and A. DeNisi (eds.),

Managing Knowledge for Sustained Competitive Advantage:

Designing Strategies for Effective Human Resource Management

(SIOP Scientific Frontiers Series, forthcoming); David Lepak and

Scott Snell, “Examining the Human Resource Architecture: The

Relationship among Human Capital, Employment, and Human

Resource Configurations,” Journal of Management, forthcoming;

Steve Bates, “Study Links HR Practices with the Bottom Line,”

HRMagazine 46, no. 12 (December 2001): 14; Ann Pomeroy,

“Cooking Up Innovation: When It Comes to Helping Employees

Create New Products and Services, HR’s Efforts Are a Key Ingre-

dient,” HRMagazine 49, no. 11 (November 2004): 46–54.

21. Gary S. Becker, Human Capital (New York: Columbia University

Press, 1964); Charles A. O’Reilly III and Jeffrey Pfeffer, “Cisco

Systems: Acquiring and Retaining Talent in Hypercompetitive

Markets,” Human Resource Planning 23, no. 3 (2000): 38–52.

22. For more on Buckman Labs and their approach to managing

human capital, visit their web site at http://www.buckman

.com. The company is also well known for its knowledge man-

agement initiatives, called Knowledge Nurture, as well as its

knowledge management system, called K’Netix; see http://www

.knowledge-nurture.com.

23. Dave Ulrich, Steve Kerr, and Ron Ashkenas, The GE Work-Out:

How to Implement GE’s Revolutionary Method for Busting

Bureaucracy & Attacking Organizational Problems (New York:

McGraw-Hill Professional Publishing, 2002).

24. Joseph E. McCann, Managing Intellectual Capital: Setting the

Agenda for Human Resource Professionals (New York: Human

Resource Planning Society, 1999); Benoit Guay, “Knowledge

Management Is a Team Sport,” Computing Canada 27, no. 3

(July 13, 2001): 23; Pimm Fox, “Making Support Pay,” Comput-

erworld 36, no. 11 (March 11, 2002): 28.

25. C. W. Russ Russo, “Ten Steps to a Baldrige Award Application,”

Quality Progress 34, no. 8 (August 2001): 49–56; “Nonprofits

Aim to Apply for Baldrige Award,” Quality 43, no. 11 (Novem-

ber 2004): 11–13.

26. The term Six Sigma is a registered trademark of Motorola. It is

based on the Greek letter sigma, used as a symbol of variation

in a process (the standard deviation). For more information

see Peter S. Pande, Robert P. Neuman, and Roland R.

Cavanagh, The Six Sigma Way: How GE, Motorola, and Other

Top Companies Are Honing Their Performance (New York:

McGraw-Hill, 2000).

27. Joseph A. Defeo, “Six Sigma: Road Map for Survival,” HRFocus

76, no. 7 (July 1999): 11–12; Michele V. Gee and Paul C. Nys-

trom, “Strategic Fit between Skills Training and Levels of Qual-

ity Management: An Empirical Study of American Manufac-

turing Plants,” Human Resource Planning 22, no. 2 (1999):

12–23; Linda Heruing,” Six Sigma in Sight,” HRMagazine 49,

no. 3 (March 2004): 76–81.

28. Ed Gubman, “HR Strategy and Planning: From Birth to Business

Results,” Human Resource Planning 27, no. 1 (March 2004): 13–21.

29. M. Hammer and J. Champy, Reengineering the Corporation

(New York: HarperCollins, 1994). See also Michael Hammer,

Beyond Reengineering: How the Process-Centered Organization

Is Changing Our Work and Our Lives (New York: Harper

Business, 1996); William M. James, “Best HR Practices for

Today’s Innovation Management,” Research-Technology Man-

agement 45, no. 1 (January–Februrary 2002): 57–61.

Managing Human Resources, 14e, Bohlander/Snell - © 2007 Thomson South-Western



CHAPTER 1 The Challenge of Human Resources Management 47

30. “Up to Speed: L. L. Bean Moves Employees as Workloads Shift,”

Chief Executive (July–August 1996): 15; Darrell Rigby, “Look

before You Lay Off,” Harvard Business Review 80, no. 4 (April

2002): 20–21.

31. “WorldatWork Finds One-Third of Companies Downsized

after 9/11,” Report on Salary Surveys (December 2002): 2.

32. Stephanie Armour, “Some Companies Choose No-Layoff Pol-

icy,” USA Today, December 17, 2001, B-1; Gene Koretz, “Hire

Math: Fire 3, Add 5,” Business Week Online (March 13, 2000);

Michelle Conlin, “Where Layoffs Are a Last Resort,” Business

Week Online (October 8, 2001); Lynn Miller, “Downsizing

Trend Brings New Change to HR Directors,” HRMagazine 45,

no. 1 (January 2001); Norman E. Amundson, William A. Bor-

gen, Sharalyn Jordan, and Anne C. Erlebach, “Survivors of

Downsizing: Helpful and Hindering Experiences,” Career

Development Quarterly 52, no. 3 (March 2004): 256–72.

33. Gubman, “HR Strategy and Planning,” 13–21.

34. Gubman, “HR Strategy and Planning,” 13–21; Thomas W.

Gainey, Brian S. Klaas, and Darla Moore, “Outsourcing the

Training Function: Results from the Field,” Human Resource

Planning 25, no. 1 (2002): 16–23; Helen G. Drinan, “Outsourc-

ing: Opportunity or Threat?” HRMagazine 47, no. 2 (February

2002): 8–9; George Tischelle and Elisabeth Goodridge, “Pru-

dential Financial Expects Savings by Outsourcing HR,” Infor-

mationWeek (January 28, 2002): 873, 881; Denise Pelham, “Is It

Time to Outsource HR?” Training 39, no. 4 (April 2002):

50–52; Tom Anderson, “HR Outsourcing Expected to Surge

this Year,” Employee Benefit News (February 1, 2005).

35. Karyn Siobhan Robinson, “HR Needs Large Role in Off-

shoring,” HRMagazine 590, no. 45 (May 2004): 30–32.

36. Gainey, Klaas, and Moore, “Outsourcing the Training Function,”

16–23; Drinan, “Outsourcing: Opportunity or Threat?” 8–9;

Tischelle and Goodridge, “Prudential Financial Expects Savings

by Outsourcing HR,” 873, 881; Pelham, “Is It Time to Outsource

HR?” 50–52; Pam Babcock, “America’s Newest Export: White-

Collar Jobs,” HRMagazine 49, no. 4 (April 2004): 50–54.

37. Elliot Spagat, “Procter & Gamble to Outsource about 80% of

Back-Office Work,” The Wall Street Journal Online (June 14,

2002); “Outsourcing HR,” Industry Week 249, no. 10 (May 15,

2000): 71; Carolyn Hirschman, “For PEOs, Business Is Boom-

ing,” HRMagazine 45, no. 2 (February 2000): 42–47; Brian

Klaas, “Trust and the Role of Professional Employer Organiza-

tions: Managing HR in Small and Medium Enterprises,” Jour-

nal of Managerial Issues 14, no. 1 (Spring 2002): 31–49; Chris

Pentilla, “Got It Covered: If You Can’t Afford to Offer

Employee Benefits on Your Own, Why Not Joint Forces with a

PEO?” Entrepreneur 32, no. 2 (February 2004): 66–68.

38. Patrick Barta and Andrew Caffrey, “Productivity Leap Shows

Potential of U.S. Economy—Rise at 8.6 Percent Pace, Positive

for Profits, Doesn’t Bode Very Well for Employment,” The Wall

Street Journal, May 8, 2002, A1; Jon E. Hilsenrath, “The Econ-

omy: Big U.S. Service Sectors Boosted Late 1990s Surge in Pro-

ductivity,” The Wall Street Journal, April 22, 2002, A2; Karen

Lowry Miller, “Economy: Out of Steam—A Dip in U.S. Pro-

ductivity Provokes Anxious Questions,” Newsweek International

(February 21, 2005): 34.

39. Mitra Tooss, “Labor Force Projections to 2012: The Graying of

the U.S. Workforce,” The U.S. Department of Labor’s Bureau of

Labor Statistics 127 (February 2004).

40. Charlotte Thomas, “Challenges to Diversity: Recruiting and

Retaining Minorities,” Pharmaceutical Executive (July 2001):

10–14. For more information about Inroads, visit their web site

at http://www.inroads.org; Gail Johnson, “Time to Broaden

Diversity,” Training 41, no. 9 (September 2004): 16; Irwin

Speizer, “Diversity on the Menu: Rachelle Hood, Denny’s Chief

Diversity Officer, Has Boosted the Company’s Image. But That

Hasn’t Sold More Breakfasts,” Workforce Management 83, no. 12

(November 1, 2004): 41.

41. The U.S. Department of Labor’s Bureau of Labor Statistics keeps

up-to-date projections and percentages in these categories. Inter-

ested readers can access this information at http://www.bls.gov.

42. “Work Force Reflects How Much Gray Matters,” The Kansas

City Star (via Knight-Ridder/Tribune Business News), March 6,

2005; Kevin G. Hall, “Age-Old Dilemma,” Fort Worth Star-

Telegram (via Knight-Ridder/Tribune News Service), March 7,

2005, C3–C4.

43. Peter Francese, “My, You’ve Grown: The Teen Economy Is Like

Totally Awesome,” The Wall Street Journal, June 28, 2000, S3.

44. The U.S. Department of Labor’s Bureau of Labor Statistics

keeps up-to-date projections and percentages in these cate-

gories. Interested readers can access this information at http://

www.bls.gov; Robert Schwab, “Dancing on the Glass Ceiling,”

Colorado Biz 31, no. 5 (May 2004): 18–23.

45. The U.S. Department of Labor’s Bureau of Labor Statistics

keeps up-to-date projections and percentages on educational

requirements for different kinds of jobs. Interested readers can

access this information at http://www.bls.gov; Louis Uchitelle,

“College Degree Still Pays, but It’s Leveling Off,” The New York

Times, January 13 2005, C1.

46. The U.S. Department of Education has either commissioned or

conducted several studies on literacy rates in the United States

(http://www.ed.gov). In addition, the National Institute for

Literacy (NIFL) is a federal organization that shares information

about literacy and supports the development of high-quality lit-

eracy services (http://www.nifl.gov). See also “Corporate Amer-

ica Can’t Write,” Work & Family Newsbrief (January 2005): 4.

47. Kathleen Iverson, “Managing for Effective Workforce Diversity,”

Cornell Hotel and Restaurant Administration Quarterly 41, no. 2

(April 2000): 31–38; Gail Johnson, “Time to Broaden Diversity

Training,” Training 41, no. 9 (September 2004): 16.

48. “Avoiding Identity Theft,” Aftermarket Business 114, no. 12

(December 2004): 10.

49. Todd Raphael, “The Drive to Downshifting,” Workforce 80, no.

10 (October 2001): 23; Jim Olsztynski, “Flexible Work Sched-

ules May Make More Sense: One in Six Americans Qualifies as

a Caregiver Who May Benefit from Flextime,” National Driller

26, no. 2 (February 2005): 16–19.

50. Leah Carlson, “Flextime Elevated to National Issue,” Employee

Benefit News (September 15, 2004).

Managing Human Resources, 14e, Bohlander/Snell - © 2007 Thomson South-Western


