
1 Human Resource
Management: Gaining a
Competitive 
Advantage 2

Enter the World of Business: At
Xerox, Human Resource Management
Excellence Helps Company Rebound
3

Introduction 4

What Responsibilities and Roles Do
HR Departments Perform? 6

What Skills Do HRM Professionals
Need? 8

How Is the HRM Function Changing?
8

The HRM Profession 11

Competitive Challenges Influencing
Human Resource Management 12

THE SUSTAINABILITY CHALLENGE 12

Strategic Use of HRM 19

Finding and Keeping the Best
Employees 20

COMPETING THROUGH SUSTAINABILITY
A Long-Term View Pays Dividends for
Vanguard Group 22

THE GLOBAL CHALLENGE 34

COMPETING THROUGH GLOBALIZATION
Building a Common Company Culture in a
Global Company 35

THE TECHNOLOGY CHALLENGE 37

COMPETING THROUGH TECHNOLOGY

From Hiring to Dispatching, Technology
Makes a Difference 39

Meeting Competitive Challenges
through HRM Practices 44

Organization of This Book 46
A Look Back 47
Discussion Questions 47
Self-Assessment Exercise 48
Manager’s Hot Seat Exercise 48
Exercising Strategy 49

Managing People: 
From the Pages of BusinessWeek:
The Future of Work 49
Notes 51

PART 1
The Human Resource 
Environment 55

2 Strategic Human Resource
Management 56

Enter the World of Business: Flying
High 
at JetBlue 57

Introduction 58

What Is Strategic Management? 58

Components of the Strategic
Management Process 59
Linkage between HRM and the

xiii

Contents



xiv Contents

Strategic Management Process 61
Role of HRM in Strategy Formulation 61

Strategy Formulation 63

COMPETING THROUGH TECHNOLOGY
After the Turnaround, Quality Problems
Creep Up 
at Nissan 67

Strategy Implementation 67

HRM Practices 69
Strategic Types 72
HRM Needs in Strategic Types 73
Directional Strategies 74

COMPETING THROUGH GLOBALIZATION
Questioning the Value of Global
Megamergers 75

Finding and Keeping the Best
Employees 76

COMPETING THROUGH GLOBALIZATION
Offshoring and the Future of Work 79

Strategy Evaluation and Control 80

The Role of Human Resources in
Providing Strategic Competitive
Advantage 80

Emergent Strategies 80
Enhancing Firm Competitiveness 81
Strategic Human Resource Executives
81

A Look Back 83
Summary 84
Discussion Questions 84
Self-Assessment Exercise 85
Manager’s Hot Seat Exercise 85
Exercising Strategy 85

Managing People:
From the Pages of BusinessWeek:
Reprogramming Amazon 86
Notes 89

3 The Legal Environment:
Equal Employment
Opportunity 
and Safety 92

Enter the World of Business:
Problems 
at Boeing 93

Introduction 94

The Legal System in the United States
94

Legislative Branch 94

COMPETING THROUGH GLOBALIZATION
Blind Feeding the Blind 95

Executive Branch 95
Judicial Branch 96

Equal Employment Opportunity 97

Constitutional Amendments 97
Congressional Legislation 99

Finding and Keeping the Best
Employees 101

Executive Orders 103

Enforcement of Equal Employment
Opportunity 104

Equal Employment Opportunity
Commission (EEOC) 104
Office of Federal Contract Compliance
Programs (OFCCP) 105

Types of Discrimination 106

Disparate Treatment 106
Disparate Impact 109
Reasonable Accommodation 112

COMPETING THROUGH TECHNOLOGY
Nontraditional Solutions to a Traditional
Employment Problem 115

Retaliation for Participation 
and Opposition 115

Current Issues Regarding Diversity



Contents xv

and Equal Employment Opportunity
116

Sexual Harassment 116
Affirmative Action and Reverse 
Discrimination 119
Outcomes of the Americans 
with Disabilities Act 120

Employee Safety 120

The Occupational Safety and Health 
Act (OSHA) 122
Safety Awareness Programs 124

COMPETING THROUGH SUSTAINABILITY
The Gap Hopes Honesty Pays Off 126

A Look Back 127
Summary 127
Discussion Questions 128
Self-Assessment Exercise 128
Manager’s Hot Seat Exercise 128
Exercising Strategy 129

Managing People:
From the Pages of BusinessWeek:
Brown v. Board of Education: A
Bittersweet Birthday 130
Notes 132

4 The Analysis and Design 
of Work 134

Enter the World of Business:
Structural Realignment at Microsoft:
Opening New Windows of
Opportunity 135

Introduction 136

Work-Flow Analysis and Organization
Structure 137

Work-Flow Analysis 138
Organization Structure 141

Job Analysis 145

The Importance of Job Analysis to HR 
Managers 145

COMPETING THROUGH GLOBALIZATION
Wanted: Jobs That Do Not Travel Well 146

COMPETING THROUGH SUSTAINABILITY
Clean Rooms: Clean in Name Only? 148

The Importance of Job Analysis to Line
Managers 148
Job Analysis Information 149
Job Analysis Methods 151

COMPETING THROUGH TECHNOLOGY
“If You Want the Job Done Right . . .” 156

Dynamic Elements of Job Analysis 156

Job Design 158

Strategic Use of HRM 159

Mechanistic Approach 159
Motivational Approach 160

Finding and Keeping the Best
Employees 162

Biological Approach 162
Perceptual–Motor Approach 163
Trade-Offs among Different Approaches
to Job Design 164

A Look Back 166
Summary 166
Discussion Questions 166
Self-Assessment Exercise 167
Manager’s Hot Seat Exercise 167
Exercising Strategy 167

Managing People: 
From the Pages of BusinessWeek:
Tech Jobs Are Sprouting Again 168
Notes 169



xvi Contents

PART 2
Acquisition and Preparation 
of Human Resources 173

5 Human Resource Planning 
and Recruitment 174

Enter the World of Business: History
Repeating Itself? The Impact 
of Offshoring 175

Introduction 176

The Human Resource Planning
Process 177

Forecasting 177
Goal Setting and Strategic Planning
181

COMPETING THROUGH GLOBALIZATION
Low Cost Strategy Cuts Both Ways 182

COMPETING THROUGH SUSTAINABILITY
Productivity Improvement: Who Wins and
Who Loses? 184

Strategic Use of HRM 192

Program Implementation and
Evaluation 192
The Special Case of Affirmative Action 
Planning 193

The Human Resource Recruitment 
Process 194

Personnel Policies 195
Recruitment Sources 197

Finding and Keeping the Best
Employees 198

COMPETING THROUGH TECHNOLOGY
Taming the Monster 202

Recruiters 204

A Look Back 207
Summary 208
Discussion Questions 208

Self-Assessment Exercise 208
Manager’s Hot Seat Exercise 209
Exercising Strategy 209

Managing People: 
From the Pages of BusinessWeek:
Waking Up from the American Dream
210
Notes 213

6 Selection and Placement
216

Enter the World of Business:
Standardizing Selection 217

Introduction 218

Selection Method Standards 219

Reliability 219
Validity 223

COMPETING THROUGH TECHNOLOGY
New Technology Redefines the Language 
of Personnel Selection 226

Generalizability 228

Strategic Use of HRM 228

Utility 229
Legality 231

COMPETING THROUGH SUSTAINABILITY
Older but Wiser: Demographic Shifts Create
Opportunities for the Over-50 Set 232

Types of Selection Methods 234

Interviews 234

Finding and Keeping the Best
Employees 236

References and Biographical Data 237

COMPETING THROUGH GLOBALIZATION
Private Contractors Go to War: Impact of
Work Context on Global Hiring Decisions
238

Physical Ability Tests 239
Cognitive Ability Tests 240



Contents xvii

Personal Inventories 241
Work Samples 242
Honesty Tests and Drug Tests 243

A Look Back 244
Summary 246
Discussion Questions 246
Self-Assessment Exercise 246
Manager’s Hot Seat Exercise 247
Exercising Strategy 247

Managing People: 
From the Pages of BusinessWeek:
Coming Out in Corporate America 248
Notes 250

7 Training 254
Enter the World of Business: Learning
Is Business at Nokia 255

Introduction 256

High-Leverage Training Strategy: A
Systematic Approach 257

Strategic Use of HRM 259

Designing Effective Training Activities
260

Needs Assessment 261
Organizational Analysis 262
Person Analysis 265
Task Analysis 267
Ensuring Employees’ Readiness for
Training 269

COMPETING THROUGH SUSTAINABILITY
Capitalizing on Local Talent 273

Creating a Learning Environment 273
Ensuring Transfer of Training 277
Manager Support 278

Finding and Keeping the Best
Employees 278

Selecting Training Methods 280

COMPETING THROUGH TECHNOLOGY
Technology Makes Training an Easy Sale at
Cisco Systems 292

Advice for Choosing a Training
Method 297

Evaluating Training Programs 298

Special Training Issues 302

Cross-Cultural Preparation 302

COMPETING THROUGH GLOBALIZATION
Language Training Helps World Business
304

Managing Workforce Diversity 306
Characteristics of Successful Diversity
Efforts 310

Socialization and Orientation 313

Anticipatory Socialization 313
Encounter 314
Settling In 314
Socialization and Orientation Programs
314

A Look Back 316
Summary 316
Discussion Questions 316
Self-Assessment Exercise 317
Manager’s Hot Seat Exercise 317
Exercising Strategy 318

Managing People: 
From the Pages of BusinessWeek:
Look Who’s Building Online Classrooms
318
Notes 320

PART 3
Assessment and Development 
of HRM 325



xviii Contents

8 Performance Management
326

Enter the World of Business:
Performance Management ABCs: Is
This the Way 
to Manage Human Resources? 327

Introduction 328

An Organizational Model of
Performance Management 330

Purposes of Performance
Management 332

Strategic Purpose 332
Administrative Purpose 333
Developmental Purpose 333

COMPETING THROUGH GLOBALIZATION
The Transition from Expatriates to Local
Talent 334

Strategic Use of HRM 336

Performance Measures Criteria 336
Strategic Congruence 337
Validity 338
Reliability 339
Acceptability 339
Specificity 339

Approaches to Measuring
Performance 340

The Comparative Approach 340

COMPETING THROUGH SUSTAINABILITY
Team Performance Helps Get the Bills Paid
341

The Attribute Approach 344
The Behavioral Approach 346
The Results Approach 351
The Quality Approach 354

Choosing a Source for Performance
Information 359

Managers 359

Peers 361
Subordinates 361
Self 362
Customers 362

Rater Errors in Performance 
Measurement 363

COMPETING THROUGH TECHNOLOGY
Online Goals Provide Clear Line of Site 364

Similar to Me 365
Contrast 365
Distributional Errors 365
Halo and Horns 365
Reducing Rater Errors 365
Appraisal Politics 366

Performance Feedback 366

Finding and Keeping the Best
Employees 367

The Manager’s Role in an Effective
Performance Feedback Process 368

What Managers Can Do to Manage
the Performance of Marginal
Employees 370

Developing and Implementing a
System That Follows Legal Guidelines
371

Use of Technology for Performance
Management: Electronic Monitoring
372

Using Performance Management
Applications for Decision Making 373

A Look Back 373
Summary 373
Discussion Questions 374
Self-Assessment Exercise 374
Manager’s Hot Seat Exercise 375
Exercising Strategy 375



Contents xix

Managing People:
From the Pages of BusinessWeek:
Focusing on the Softer Side of
Managing 375
Notes 376

9 Employee Development
380

Enter the World of Business:
Developing Employees Increases
Intellectual Capital 
at Booz Allen Hamilton 381

Introduction 382

Finding and Keeping the Best
Employees 382

The Relationship between
Development, Training, and Careers
383

Development and Training 383
Development and Careers 384

Approaches to Employee
Development 385

Formal Education 386

COMPETING THROUGH TECHNOLOGY
E-Learning Helps Build Management Talent
388

Assessment 389
Job Experiences 396
Interpersonal Relationships 402

COMPETING THROUGH SUSTAINABILITY
Mentoring Programs Have Potential to Pay
Individual, Corporate, and Societal
Dividends 405

Career Management and
Development Planning Systems 406

Strategic Use of HRM 409

COMPETING THROUGH GLOBALIZATION

Career and Development Planning Needed 
for Successful Reentry 410

Special Issues in Employee
Development 411

Melting the Glass Ceiling 411
Succession Planning 414
Helping Managers with Dysfunctional 
Behaviors 416

A Look Back 417
Summary 417
Discussion Questions 417
Self-Assessment Exercise 418
Manager’s Hot Seat Exercise 418
Exercising Strategy 419

Managing People: 
From the Pages of BusinessWeek:
How to Groom the Next Boss 419
Notes 420

10 Employee Separation 
and Retention 424

Enter the World of Business: When
Family-Friendly Policies Attack 425

Introduction 426

Managing Involuntary Turnover 427

Principles of Justice 428

COMPETING THROUGH SUSTAINABILITY
You’re Fired! What You Should (and
Shouldn’t) Learn from “The Donald” 430

Progressive Discipline 431
Alternative Dispute Resolution 431
Employee Assistance Programs 432
Outplacement Counseling 433

Managing Voluntary Turnover 434

Process of Job Withdrawal 434
Job Satisfaction and Job Withdrawal
436



xx Contents

Sources of Job Dissatisfaction 437

COMPETING THROUGH GLOBALIZATION
How Do You Say Role Overload in French? 
You Don’t 442

Strategic Use of HRM 444

Measuring and Monitoring Job
Satisfaction 445
Survey-Feedback Interventions 446

Finding and Keeping the Best
Employees 448

COMPETING THROUGH TECHNOLOGY
Taking the Pulse of Your Organization: Don’t
Wait 
for Your Annual Checkup 450

A Look Back 452
Summary 452
Discussion Questions 452
Self-Assessment Exercise 453
Manager’s Hot Seat Exercise 453
Exercising Strategy 454

Managing People:
From the Pages of BusinessWeek:
The Costco Way 455
Notes 456

PART 4
Compensation of Human 
Resources 459

11 Pay Structure Decisions
460

Enter the World of Business: AMR
Unions Express Fury over
Management Benefits 461

Introduction 462

Equity Theory and Fairness 463

Developing Pay Levels 465

Market Pressures 465
Employees as a Resource 466
Deciding What to Pay 466
Market Pay Surveys 466

Strategic Use of HRM 467

Developing a Job Structure 467
Developing a Pay Structure 469
Conflicts between Market Pay Surveys
and Job Evaluation 472
Monitoring Compensation Costs 474
Globalization, Geographic Region, and
Pay Structures 475

The Importance of Process:
Participation 
and Communication 476

Participation 476
Communication 476

Finding and Keeping the Best
Employees 477

Current Challenges 477

Problems with Job-Based Pay Structures
477

COMPETING THROUGH TECHNOLOGY
A Chill East Wind 478

Responses to Problems with Job-Based
Pay Structures 479

COMPETING THROUGH SUSTAINABILITY
Can the German Labor Force Compete?
482
Can the U.S. Labor Force Compete?
482

COMPETING THROUGH GLOBALIZATION
IBM Documents Give Rare Look at Sensitive
Plans 
on “Offshoring” 484

Executive Pay 487

Government Regulation of Employee
Compensation 487



Contents xxi

Equal Employment Opportunity 487
Minimum Wage, Overtime, and
Prevailing Wage Laws 491

A Look Back 492
Summary 492
Discussion Questions 493
Self-Assessment Exercise 493
Manager’s Hot Seat Exercise 493
Exercising Strategy 494

Managing People:
From the Pages of BusinessWeek:
Revenge of the Overworked Nerds 494
Notes 495

12 Recognizing Employee
Contributions with Pay 498

Enter the World of Business:
Microsoft Ushers Out Golden Era of
Options 499

Introduction 501

How Does Pay Influence Individual
Employees? 501

Reinforcement Theory 502
Expectancy Theory 502
Agency Theory 502

How Does Pay Influence Labor Force
Composition? 504

Programs 504

Merit Pay 504
Individual Incentives 510

Profit Sharing and Ownership 510

COMPETING THROUGH SUSTAINABILITY
BMW’s Labor Practices Are Cutting-Edge
Too 511

Finding and Keeping the Best
Employees 515

Gainsharing, Group Incentives, and

Team 
Awards 516

Balanced Scorecard 517

Strategic Use of HRM 518

Managerial and Executive Pay 520

Process and Context Issues 521

Employee Participation in Decision
Making 521
Communication 522
Pay and Process: Intertwined Effects
523

Organization Strategy and
Compensation Strategy: A Question
of Fit 523

COMPETING THROUGH TECHNOLOGY
Technology Alters How Performance Is
Gauged—
And Rewarded 524

A Look Back 526
Summary 526
Discussion Questions 526
Self-Assessment Exercise 527
Exercising Strategy 527

Managing People: 
From the Pages of BusinessWeek:
The CEOs’ Gravy Train May Be Drying
Up 528
Notes 529

13 Employee Benefits 532
Enter the World of Business: Shifting
Burden Helps Employers Cut Health
Costs 533

Introduction 534

Reasons for Benefits Growth 535

Benefits Programs 538



xxii Contents

Social Insurance (Legally Required) 539
Private Group Insurance 541

COMPETING THROUGH TECHNOLOGY
Doctor “Scorecards” Are Proposed in a
Health Care Quality Drive 542

Retirement 544

COMPETING THROUGH SUSTAINABILITY
Employers Consider Insurance Pools 545

Finding and Keeping the Best
Employees 550

Pay for Time Not Worked 551
Family-Friendly Policies 553

Managing Benefits: Employer
Objectives 
and Strategies 554

Surveys and Benchmarking 554
Cost Control 555
Nature of the Workforce 561
Communicating with Employees 561

General Regulatory Issues 565

Nondiscrimination Rules and Qualified
Plans 565
Sex, Age, and Disability 565
Monitoring Future Benefits Obligations
566

A Look Back 566
Summary 567
Discussion Questions 567
Self-Assessment Exercise 567
Manager’s Hot Seat Exercise 568
Exercising Strategy 569

Managing People: 
From the Pages of BusinessWeek:
Dr. Goodnight’s Company Town 569
Notes 570

PART 5
Special Topics in Human
Resource Management 573

14 Collective Bargaining and
Labor Relations 574

Enter the World of Business: The
American Dream 575

Introduction 577

The Labor Relations Framework 577

Goals and Strategies 580

Society 580
Management 580
Labor Unions 581

Union Structure, Administration, 
and Membership 581

National and International Unions 581
Local Unions 582
American Federation of Labor and
Congress 
of Industrial Organizations (AFL-CIO)
584
Union Security 584
Union Membership and Bargaining
Power 586

Strategic Use of HRM 589

Legal Framework 590

Unfair Labor Practices—Employers 591
Unfair Labor Practices—Labor Unions
592
Enforcement 592

COMPETING THROUGH TECHNOLOGY
How Briggs Is Revving the Engines 594

Union and Management Interactions:
Organizing 594



Contents xxiii

Why Do Employees Join Unions? 594
The Process and Legal Framework 
of Organizing 594

Union and Management Interactions:
Contract Negotiation 600

The Negotiation Process 600
Management’s Preparation for
Negotiations 601
Negotiation Stages and Tactics 602
Bargaining Power, Impasses, and
Impasse Resolution 603
Management’s Willingness to Take a
Strike 603
Impasse Resolution Procedures:
Alternatives 
to Strikes 605

Union and Management Interactions:
Contract Administration 605

Grievance Procedure 605

COMPETING THROUGH GLOBALIZATION
As Jobs Head East in Europe, Power Shifts
Away 
from Unions 606
New Labor–Management Strategies
609

Labor Relations Outcomes 611

Strikes 612
Wages and Benefits 612
Productivity 613

COMPETING THROUGH SUSTAINABILITY
What Goodyear Got from Its Union 614
Profits and Stock Performance 615

The International Context 616

The Public Sector 617

A Look Back 618
Summary 618
Discussion Questions 619
Self-Assessment Exercise 619

Manager’s Hot Seat Exercise 619
Exercising Strategy 620

Managing People:
From the Pages of BusinessWeek:
Sweatshops: Finally, Airing the Dirty 
Linen 621
Notes 622

15 Managing Human
Resources Globally 626

Enter the World of Business: Global
Sourcing of Talent: IBM’s Dilemma
627

Introduction 628

Current Global Changes 630

European Economic Community 630
North American Free Trade Agreement 
(NAFTA) 630
The Growth of Asia 630
General Agreement on Tariffs and Trade 
(GATT) 631

Factors Affecting HRM in Global
Markets 631

Culture 631

Education–Human Capital 636

COMPETING THROUGH TECHNOLOGY
Technology’s Impact on Culture 637

Political–Legal System 638

COMPETING THROUGH SUSTAINABILITY
Dealing with HIV/AIDS in Africa 639

Economic System 639

Managing Employees in a Global
Context 641

Types of International Employees 641
Levels of Global Participation 642

COMPETING THROUGH GLOBALIZATION
Offshoring Isn’t Just for the Big Companies



644

Managing Expatriates in Global Markets
646

Finding and Keeping the Best
Employees 655

A Look Back 656
Summary 657
Discussion Questions 657
Self-Assessment Exercise 657
Manager’s Hot Seat Exercise 658
Exercising Strategy 658

Managing People:
From the Pages of BusinessWeek:
Poland and the EU 659
Notes 662

16 Strategically Managing the
HRM Function 664

Enter the World of Business: Market-
Driven HR at Sysco 665

Introduction 666

Activities of HRM 666

COMPETING THROUGH GLOBALIZATION
Human Resource Management in an
Expanded European Union 668

Strategic Management of the HRM 
Function 668

Building an HR Strategy 671

The Basic Process 671
Involving Line Executives 672
Characterizing HR Strategies 673

COMPETING THROUGH SUSTAINABILITY
The Advantage of Ethics 674

Measuring HRM Effectiveness 674

COMPETING THROUGH GLOBALIZATION
HRM’s Evolving Role in China 675

Approaches for Evaluating Effectiveness
676

Improving HRM Effectiveness 681

Restructuring to Improve HRM
Effectiveness 681
Outsourcing to Improve HRM
Effectiveness 683
Improving HRM Effectiveness through
Process Redesign 684
Improving HRM Effectiveness through 
Using New Technologies—HRM
Information Systems 687

Software Applications for HRM 691

Improving HRM Effectiveness through
New Technologies—E-HRM 691

COMPETING THROUGH TECHNOLOGY
PeopleSoft and London Drugs: Partnering 
for Organizational Success 692

Finding and Keeping the Best
Employees 695

The Future for HR Professionals 696

A Look Back 698
Summary 698
Discussion Questions 699
Self-Assessment Exercise 699
Manager’s Hot Seat Exercise 700
Exercising Strategy 700

Managing People: 
From the Pages of BusinessWeek:
Gap: Missing That Ol’ Mickey Magic
701
Notes 703

PART 6
CCaassee  SSttuuddiieess    770066
Businessworld A Tale of Great 

Expectations

xxiv Contents



Doing Unto Others—Abbott
Laboratories (Chapter 7) 738
Patagonia Nurtures the Environment—
and Employees (Chapter 9) 739
Women Are Working in Jobs That Were 
Once Almost Exclusively Filled by Men 
(Chapter 9) 740
Working for the Best: The Container
Store (Chapter 12) 741
Human Resource Management: Finding
and Keeping the Best Employees—SAS 
(Chapter 13) 742
LUV in the Workplace: Southwest
Airlines (Chapter 14) 743
Jobs on the Move (Chapter 15) 744

Glossary 745

Photo Credits 755

Subject Index 756

From Hiring to 
Partnership

HR in the Personal 
ORBIT

Of Ethics and 
Efficiency

Right Man, Wrong 
Job?

HotJobs.com (Chapter 1) 732
JetBlue Airways Founder and CEO
David Neeleman Discusses the
Launching of His New Airline (Chapter
2) 733
The Jobless Recovery (Chapter 5) 734
Diversity in Hiring (Chapter 6) 735
Reality on Request—Digital Domain 
(Chapter 6) 737

Businessworld

Businessworld

Businessworld

Businessworld

Contents xxv




