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Learning Objectives

After studying this chapter, you should be able to do the 
following:

 1.1	 Explain why relationship building and engagement 
are important in both human resource 
management and your personal life. PAGE 3

 1.2	 Identify the difference between the traditional 
view of human resource management (HRM) and 
the present view. PAGE 5

 1.3	 Identify the major challenges that HR managers 
face in a modern organization; note especially 
where we are not doing well. PAGE 8

 1.4	 Describe the four critical dependent variables 
that managers must control in order to compete 
in a modern organization. PAGE 9

 1.5	 Describe the four major HRM skill sets. PAGE 13

 1.6	 Discuss the line manager’s six HRM 
responsibilities. PAGE 15

 1.7	 Describe the eight major HRM discipline  
areas. PAGE 17

 1.8	 List some of the major resources for HRM  
careers. PAGE 21

 1.9	 Explain the five parts of the practitioner’s model 
for HRM and how the model applies to this  
book. PAGE 22

1.10	 Discuss the issues and trends impacting HRM 
today. PAGE 25

1 What Is Human 
Resource 
Management?
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CHAPTER 1 What Is human ResOuRce management?  3

SHRM HR Content

see appendix: SHRM 2018 Curriculum Guidebook for the complete list.

C.  Employee and Labor Relations

  4.  attendance

16.  employee engagement

17.  employee involvement

19.  employee retention

D.  Employment Law

36.  Professional liability

E.  Globalization

6-c. Global benefits—Global labor 
markets

F. HR Career Planning

8-f. Ethical decision-making—Team 
leadership

G.  HR’s Role in Organizations

1. generally . . . discuss hR’s role 
with regard to each of the 
individual hR disciplines . . .

L.  Organizational Development

  5. Improving organizational 
effectiveness

  6. Knowledge management

10.  Organizational effectiveness

13.  Ongoing performance and 
productivity initiatives

O.  Strategic HR

1-g.  Strategic management—
Organizational effectiveness

1-j.  Strategic management—
sustainability/corporate social 
responsibility

2-a. HR strategies—Ethics

2-c. HR strategies—Internal 
consulting

1.1: WHY STUDY HUMAN RESOURCE  
MANAGEMENT (HRM)?
>> LO	1.1  Explain why relationship building and engagement are important 

in both human resource management and your personal life.

Most of you who are picking up this book are asking, “Why am I taking a human 
resources course?” “What’s in it for me?” These are important questions,1 and the 
answers to them should be based on evidence.2 Today, people skills are considered 
more important than technical skills.3 So one quick answer is that success in our profes-
sional and personal lives is about creating relationships.4 Life and happiness are about 
friendships5 and developing relationships.6 So the better you can work with people, the 
more successful you will be in your personal and professional lives as an employee, line  
manager, or human resource manager.7 And that’s what this book is all about.

Do you want college to prepare you for the world of work but question the rele-
vance of your courses?8 Organizations also want their new hires to have the ability to 
apply knowledge and develop skills.9 This may be one of the few courses you take in 
which you can actually use what you learn during the course to apply the concepts and 
develop human relations skills, as we close the relevance gap that so many of you see 
between what you are taught in class and what you do at work.10 The role of modern 
managers also continues to change, requiring today’s organizational leaders to man-
age increasingly dynamic and complex environments.11 Managers have a major effect 
on performance, and unfortunately, as you may know, there are lots of poor managers.12

This brings us to the focus of this book; we designed it to be the most rele-
vant how-to book written on managing others in organizations. As indicated by the  
subtitle—Functions, Applications, and Skill Development—this book uses a three-
pronged approach, with these objectives:

• To teach you the important functions and concepts of HRM

• To develop your ability to apply HRM functions and concepts through critical 
thinking

• To develop your HRM skills in your personal and professional lives
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4  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

EXHIBIT 1.1

Features of This Book’s Three-Pronged Approach

FEATURES THAT PRESENT 
HRM FUNCTIONS AND 
IMPORTANT CONCEPTS

FEATURES TO APPLY THE 
HRM FUNCTIONS AND 
CONCEPTS THAT YOU 
LEARN

FEATURES THAT FOSTER 
SKILL DEVELOPMENT

Learning Objective Statements Organizational Examples Self-Assessments (Online)

Key Terms Work Applications Communication Skills 
Questions

Step-by-Step Behavior Models Applying the Concepts Skill Builder Exercises

Chapter Summaries With 
Glossaries

Cases

Review Questions Videos (Online)

We offer some unique features to further each of these three objectives, as summa-
rized in Exhibit 1.1.

In today’s business environment, human resource issues are some of the most prom-
inent concerns for business owners and managers.13 You’ve probably heard buzzwords 
floating around about managers—and particularly human resource managers—needing 
to be more analytical, strategic, business focused, customer focused, and generally more 
in tune with the overall operational success of the organization.14 A key item that is caus-
ing this process of rethinking management is the fact that there is much greater com-
petition and a much greater rate of change15 in an external environment that requires 
organizational agility.16 This creates an absolute requirement to be more adaptable and 
productive as an organization.17 In addition, a more analytical mindset is an absolute 
requirement in managing human resources. Because of these issues, human resource 
managers, as well as operational managers, have been forced to think in more strategic 
terms about how their organization can win against their competitors by better utilizing 
their human resources.18

One simple fact is that in today’s organizations, human resources (HR)—the people 
within an organization—are one of the primary means of creating a competitive advan-
tage for the organization because management of human resources directly affects 
company performance.19 This is because most organizations of comparable size and 
scope within the same industry generally have access to the same material and facil-
ities-based resources that any other organization within the industry may have. This 
being the case, it’s very difficult to create a competitive advantage based on material, 
facility, or other tangible or economic resources. What this frequently leaves is people 
as the organization’s most valuable asset.20

Because human resources are generally our most valuable organizational resources, 
if the organization can manage them more successfully than competitors, if it can get 
employees involved in working toward the day-to-day success of the organization, and 
if it can get them to stay with the organization, then it has a much greater chance of 
being successful—with the term successful defined in this case as being more produc-
tive and more profitable than the competition.21 Managers are responsible for getting 
the job done through employees,22 so if we can get our employees fully committed 
and engaged, we can make better decisions, increase employee trust and loyalty, and 
improve productivity.23 (We will explain the “SHRM Guide Item” that you see here 
shortly, in the section titled “Society for Human Resource Management.”) (SHRM C:17) 

To be successful in creating competitive advantage through the organization’s 
human resources, we need to engage our employees—body and mind—more than 
ever before. While employee job satisfaction can be an important aspect of employee 
engagement, the overall concept of employee engagement is much larger. It is a com-
bination of job satisfaction, ability, and a willingness to perform for the organization at 
a high level and over an extended period of time. Before you start thinking “Oh, this is 

Human resources (HR)  
the people within an 
organization

Employee engagement  
a combination of job satisfaction, 
ability, and a willingness to 
perform for the organization at a 
high level and over an extended 
period of time
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CHAPTER 1 What Is human ResOuRce management?  5

just another new fad,” let’s look at an old-line company that has been highly successful  
in improving performance through employee engagement. A recent forbes.com  
article wrote this about Campbell’s Soup: The “company had lost more than half of its 
market value and had rock-bottom employee engagement scores. A new CEO prior-
itized employee experience for years by listening to employees and creating an envi-
ronment where they were engaged and excited to work. After a slump where the stock 
price dropped to around $25 in 2000, the current price is $46. Even more telling, in the 
first decade of the engagement focus, Campbell’s Soup stock increased by 30% while 
other S&P 500 stocks lost 10% of their value.”24

A recent Gallup meta-analysis shows vividly why engagement matters. In their 
analysis, businesses in the top quartile on employee engagement had better outcomes 
in a variety of areas, including 41% lower employee absenteeism; 40% fewer product 
defects; 70% fewer safety incidents; and 21% higher profitability than those in the bot-
tom quartile.25 (SHRM C:16)

This book will teach you how to operate successfully within your organizations and 
compete productively in a modern, technology-oriented organization—as an employee, 
HR manager, or any other type of manager—in order to get your employees engaged 
and get the results necessary to succeed against tough competitors. We will focus on 
HR management, but the principles within this text apply to any form of management. 
The bottom line is that if you learn these skills and apply them successfully in your 
role as any type of manager, you will get your employees more engaged and improve 
productivity.26 That is what will get you noticed by senior management and allow you 
to quickly move up the organizational ladder. So let’s get started!

1.2: HRM PAST AND PRESENT
>> LO	1.2 �Identify�the�difference�between�the�traditional�view�of�human�

resource management (HRM) and the present view.

Management of human resources has probably changed more in the past 20 years 
than in the entire history of organized companies. Technology and the ability to ana-
lyze large data sets have disrupted every industry and the way every company does—
or should do—things, from operations to marketing to human resources.27 Let’s do 
a quick introduction to technology in human resource management. Because of the 
importance of technological change, we will also continue to explore the effects of 
technology in HRM as we look at strategy in Chapter 2 and in subsequent chapters 
throughout this book.

HRM in the Past
Back in the dark ages, around the mid-1970s—when there weren’t even any computers 
available to most managers!—the human resource manager (we usually called them 
personnel managers then) was considered to be an easy management job. HR man-
agers were expected to be only paper pushers who could correctly and legally main-
tain all of the personnel files. They maintained organizational records, but they had 
very little to do with the management of the organization’s business processes. In this 
environment, most HR departments provided limited services to the organization—
keeping track of job applicants, maintaining employee paperwork, and filing annual 
performance evaluations.

In these past organizations, the HR department was considered to be a cost center, 
a division or department within the organization that brings in no revenue or profit for 
the organization. It only costs money for the organization to run this function. As you 
can easily see, we don’t want many (or any) cost centers in an organization if we can 
help it. We need revenue centers instead. Revenue centers are divisions or depart-
ments that generate monetary returns for the organization. Where cost centers eat up 
available funds, revenue centers provide funds for the organization to operate in the 
future. HRM departments are not able to generate revenue directly because of their 
tasking within the organization, but they can generate significant revenue and profit 
in an indirect fashion. Therefore, revenue centers are a present view of HRM, as are the 
other views discussed next.

WORK 
APPLICATION 1.1

How can this course help 

you in your personal and 

professional lives? What 

are your goals, or what do 

you want to get out of this 

course?

Cost center A division or 
department that brings 
in no revenue or profit for 
the organization—running 
this function only costs the 
organization money

Revenue centers divisions or 
departments that generate 
monetary returns for the 
organization
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6  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

Present View of HRM
The old workplace in which managers simply 
told employees what to do is gone. Today’s orga-
nizations are likely using a team-based struc-
ture,28 so you will most likely work in a team,29 
perform lots of quantitative analysis on busi-
ness data, and share in decision making and 
other management tasks—participative man-
agement.30 Modern organizations also expect 
significantly greater productivity than occurred 
in their historical counterparts. (SHRM F:8-f)

Productivity centers

Welcome to the new normal and the productivity 
center. A productivity center is a revenue cen-
ter that enhances profitability of the organization 
through enhancing the productivity of the people 

within the organization. So why does a modern organization worry so much about HRM? 
Today’s HR managers are no longer running an organizational cost center. Their func-
tion, along with that of all other managers within the organization, is to improve orga-
nizational revenues and profits—to be a profit center. But how does HR create revenue 
and profits for the organization? They do it by enhancing the productivity of the people 
within the organization. Productivity is the amount of output an organization gets per 
unit of input, with human input usually expressed in terms of units of time. (SHRM L:13)

We must be more competitive in today’s business environment if we are to survive 
for the long term. As managers, we have to do things that will improve the productivity 
of the people who work for us and our organization. But how can we become more pro-
ductive? Productivity is the end result of two components that managers work to create 
and continually improve within the organization:

• Effectiveness—a function of getting the job done whenever and however it must 
be done. It answers the question, “Did we do the right things?”

• Efficiency—a function of how many organizational resources were used in 
getting the job done. It answers the question, “Did we do things right?”

Both of these are important, but most of the time, we are focused on efficiency.31 
Our people allow us to be more efficient as an organization if they are used and moti-
vated in the correct manner. This course is about how to make our people more effi-
cient. (SHRM L:5, L:10, O:1-g)

Companies around the world take this need for efficiency very seriously, and new 
technologies and new ways of working are helping companies improve their efficiency. 
Chief human resource officers (CHROs) are concerned about employee engagement 
and productivity (along with a reasonably new term—employee experience—which we 
will discuss later in the chapter) and especially about improving efficiency in their 
respective organizations,32 and companies have learned that they need some of their 
best managers in the HRM job.33 In addition to improving efficiency, some fairly new 
research has shown that among Fortune 500 firms, having a senior HR manager in the 
“C-suite”—meaning having a CHRO in addition to having a chief operations officer 
(COO), a chief finance officer (CFO), and so on—has the potential to increase overall 
profitability, especially through the use of people analytics.

In another productivity analysis, McKinsey reported that “companies using a port-
folio of HR-analytics solutions could realize an increase of 275 basis points [2.75%] in 
profit margins, on average, by 2025.”34 For reference, the average net profit in the S&P 
500 companies averages between 10% and 12% per year,35 so a 2.75% increase would be 
quite large at around 23% to 27.5% more than average.

Recall that efficiency is a function of how many organizational resources we use 
up in order to get the job done. It doesn’t matter what kind of resources we are talking 
about. We use up material, monetary, and facility resources doing our jobs. But do we 
use up human resources? Well, not literally, though we can burn them out and thus 

GaudiLab/Shutterstock.com

Productivity center A revenue 
center that enhances the 
profitability of the organization 
through enhancing the 
productivity of the people within 
the organization

Productivity the amount of 
output an organization gets per 
unit of input, with human input 
usually expressed in terms of 
units of time

Effectiveness A function of 
getting the job done whenever 
and however it must be done

Efficiency a function of how 
many organizational resources 
were used in getting the job 
done
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CHAPTER 1 What Is human ResOuRce management?  7

make them useless if we subject them to intolerable working conditions. But we do use 
up their time. This is the value that we have in our people: their time. We physically  
use up monetary resources, facility resources, and material resources, but we use up the 
time available from our people.

HR management deals primarily with improving the efficiency of the people 
within our organization. If our people are inefficient over long periods of time, our 
organization will fail. If we don’t use our people efficiently, we’re ultimately going to be 
forced out of business by somebody who is better at using those resources than we are. 
So the primary reason we’re worried about HR management within an organization is 
to improve the efficiency of our human beings.

So how do we make our people more efficient? We can’t really directly affect the 
performance of individuals within the organization. We can’t force employees to act in 
a certain way all of the time within the organization, and while we have the ability to 
punish them when they don’t do what we need them to do, we don’t have the ability to 
directly control all of their actions. So as managers for the organization, we have to do 
things that will have an indirect effect on our people’s productivity—their efficiency 
and effectiveness. And we do have certain things within our control as managers that 
can cause our people to do things we need them to do.

Technology’s�Effect�on�Efficiency
Senior HR managers have learned that one way to improve efficiency of their work-
ers is through use of technology and especially through the use of people analytics. 
Old ways of doing work have become too slow in almost all cases—with competitors 
constantly innovating processes and customers and employees demanding that we 
use technology tools to speed up both work and feedback on the work that is done.36 
Today’s companies must be agile.37 Using technology allows us to gather, analyze, and 
manage large amounts of data much more quickly than we have ever been able to do 
before. This, in turn, allows managers—including HR managers—to find commonali-
ties in the data that can help them create new and more efficient processes, as well as 
more engaged employees. One example will help show what we are talking about:

The Financial Times notes in an article that after Bank of America outfitted 
their employees in a call center with badges that monitored how they 
moved about the office, who they talked to, and for how long, the company 
“discovered that its more productive workers were those allowed to take their 
breaks together, in which they let off steam and shared tips about dealing with 
frustrated customers. The bank took heed and switched to collective breaks, 
after which performance improved 23 percent and the amount of stress in 
workers’ voices fell 19 percent.” 38

WORK 
APPLICATION 1.2

Recall your most recent 

job. Did you work in a 

traditional cost center, 

a revenue center, or a 

productivity center? Briefly 

describe the firm and 

department and what 

made it a cost, revenue, or 

productivity center.

HRM Past and Present View

Identify each statement as being a present or past hRm 
view, and write the corresponding letter before each 
statement. 

a. past view of hRm

b. present view of hRm

____ 1.  the organization focuses on maintaining 
employee paperwork.

____ 2.  the organization uses participative 
management.

____ 3.  the organization uses productivity centers.

____ 4.  the organization focuses on answering the 
question, “did we do the right things?”

____ 5.  the hRm department provides limited 
services to other departments.

____ 6.  the organization uses cost centers.

____ 7.  the organization focuses on answering the 
question, “did we do things right?”

____ 8.  the organization uses revenue centers.

1.1 APPLYING THE CONCEPT
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8  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

1.3: THE CHANGING WORLD OF HRM
>> LO	1.3  Identify the major challenges that HR managers face in a modern 

organization; note especially where we are not doing well.

Now let’s look at some of the issues facing today’s HR managers, including new HRM 
challenges, the competencies that will be required in order to do the job, and some 
demographic factors we need to be aware of in a modern labor market.

New HRM Challenges
What types of issues are today’s corporate executives concerned with? While CEO 
sentiment changes constantly, many of the top concerns in every survey or report 
include the issue of people and their performance. Here is a brief review of some recent 
surveys of CEOs and CHROs:

1. Upskilling the workforce to successfully manage the AI revolution39

2. “a shortage of skilled talent to clean, integrate, and extract value from big data 
and move beyond baby steps toward AI”40

3. Build critical skills and competencies for the organization41

4. Strengthen the current and future leadership bench42

Reviewing these challenges, HRM has been reasonably good at identifying and 
meeting some of them, while others have gone without significant attention to date in 
most companies. We have pursued better selection and retention strategies for a num-
ber of years, and we have recently become much better at identifying future leaders 
and managing organizational relationships, culture, and structure.

Where we have still not done as well—at least in most organizations—is in business 
acumen, especially in quantitative areas dealing with metrics and people analytics. The 
ability to analyze large data sets allows HRMs to work toward overcoming another of 
their challenges: creating strategic agility.43 We will introduce you to some basic HR 
metrics as we go through this text so that you have a working understanding of how 
they might be used in each functional area of HRM.

Labor Demographics
Demographic changes in the labor force will significantly affect companies over the 
next 20 years. Businesses will become far more diverse in terms of gender, ethnic-
ity, and religion, among other characteristics, with a focus on creating an inclusive 
environment with equal employment opportunity and acceptance for all employees.44 
Aging of the workforce, skills shortages, integration of AI, and many other factors will 
also affect the ability of HR to provide the organization with the right numbers and 
types of employees. Let’s quickly review a few of these issues.

Companies in developed countries are seeing a reduction in the number and qual-
ity of potential skilled employees, as well as greater gender, ethnic, and age diversity 
than at any time in the past.45 The lack of skilled professionals is an ongoing, worldwide 
problem,46 but recently, there have been problems attracting skilled blue-collar workers 
as well.47 Partly as a result of this shortage of skilled labor, we are seeing more older 
employees with high-level skill sets remain in the workforce. So as a manager, your 
workforce will begin to look much older than it has historically.48

Your organization will also soon look more culturally diverse—even compared to 
today. The global (including in the United States) white population is decreasing, as 
there are more deaths than births in this group. The population growth in the United 
States and many other countries is coming from other races and ethnicities.49 The 
growth in immigrant workers over the next 10-plus years will be substantial. According 
to the U.S. Bureau of Labor Statistics (BLS), “The Hispanic share of the labor force 
is projected to increase more than that of any other race or ethnic group by 2026.”50 
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CHAPTER 1 What Is human ResOuRce management?  9

The BLS expects Hispanic people to be nearly 21% of workers in 2028.51 Asian workers 
are expected to move from about 6.3% in 2018 to about 7.3% of the workforce in 2028.52  
But the gender mix will stay fairly close to what it is today. The percentage of women 
in the workforce has stabilized at about 47% or 48%.

All of this means that managers will need to be more culturally aware and able to 
deal with individuals with significantly different work ethics, cultural norms, and even 
languages.

Knowledge Workers and the Pace of Change
In the now-mature Information Age, we are managing a different kind of worker. 
Knowledge workers are workers who “use their head more than their hands” and who 
gather and interpret information to improve a product or process for their organiza-
tions. In essence, knowledge workers manage knowledge for the firm.

Knowledge is precious in an organization. There is a continuous shortage of knowl-
edge workers, and the United States is not alone. In most countries of the world, the 
news is the same—too few knowledge workers and too many knowledge jobs open and 
waiting for them. In fact, in one recent SHRM study, 67% of employers “said their big-
gest challenge in hiring is the lack of skilled, high-quality candidates.”53 So for the fore-
seeable future, we will likely have a shortage of knowledge workers on a global scale.

As a result, each HR manager is going to be competing with every other HR man-
ager in the world for the pool of knowledge workers. If the organization has a reputation 
as a difficult place to work, will they succeed in getting knowledge workers to come to 
work for the organization when those workers have so many other opportunities? That 
would be very unlikely! Only if the organization manages its human resources success-
fully and maintains a reasonable organizational reputation and working environment 
will it have any chance of filling most of the jobs that it has available. (SHRM E:6-c)

One of the most critical issues HR managers face is the fact that technology is 
outpacing our ability to use it at an ever-increasing rate.54 Computers get faster and 
faster, but the human beings who have to use them don’t. This means that if the people 
in our organization can figure out ways to take advantage of the technology better and 
quicker than our competitors can, then we can create a sustainable competitive advan-
tage. Notice that we didn’t say create better technology—that wouldn’t give us a sus-
tainable advantage since our competitors could just copy the technology and improve 
it once we designed it. We must continually figure out ways to use the technology more 
successfully through hiring and training better and more capable knowledge workers—
our human resources. If we do this, then as the technology changes, our people will 
continually figure out ways to take advantage of it before our competitors’ people do. 
According to Deloitte, a leading international consulting company, “It’s important not 
to lose sight of the fact that for most companies, human beings are the fundamental 
unit of economic value.”55 This ability within our people is the thing that creates a con-
tinuing advantage over competitors who either don’t have people with numerous and 
varied knowledge and skills or don’t have people who want to assist the organization 
because they are not engaged and not satisfied. (SHRM L:6)

1.4: UNDERSTANDING HR’S  
CRITICAL FACTORS
>> LO	1.4  Describe the four critical dependent variables that managers 

must control in order to compete in a modern organization.

While there are many factors in successfully managing the organization’s human 
resources, a few stand out in today’s business world. Management of people is nec-
essarily different from managing money or other material resources because people 
have free will and can do things in any way they see fit. Therefore, HR managers and 
all other leaders in organizations need to learn how to indirectly control their human 
resources, where to lead the people resources of the company, and what tools are 
becoming more important in creating advantage for one business over another. Let’s 
review these three issues next.

Knowledge workers Workers 
who “use their head more than 
their hands” and who gather and 
interpret information to improve 
a product or process for their 
organizations
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10  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

Critical Dependent Variables
Before we go any further in this text, let’s evaluate some of the things that managers 
tell us they must control in order to compete in today’s business environment, but they 
can’t directly manipulate because people have free will. These items are called depen-
dent variables because we can affect them only through indirect means. We don’t have 
the ability to directly manipulate them. We have to control some other variable—called 
an independent variable because we can independently (directly) control it—to affect 
these items in any meaningful way.

Every time we survey managers in any industry or any department about managing 
others, they bring up the following issues as being among the most important and most 
difficult things they deal with:56

1. Productivity—previously defined

2. Employee engagement—previously defined

3. Turnover—permanent loss of workers from the organization. When people 
quit, it is considered voluntary turnover, while when people are fired, it is 
involuntary turnover.

4. Absenteeism—temporary absence of employees from the workplace

Note that all of these issues deal with people—not computers, not buildings, not 
finances. Also, managers have no direct control over these things. They only affect 
these items through indirect actions. In other words, we can’t force an employee come 
to work and thus avoid absenteeism, nor can we force an employee to be fully engaged 
with their work. We have to create conditions in which the employee is willing to or 
even wants to come to work and in which they can enjoy their job. We can and should 
do this through employment practices that the employee perceives as fair and reason-
able, such as providing acceptable pay for the tasks performed by the employee. We 
have already introduced you to productivity and employee engagement, but let’s take a 
moment for a more detailed look at absenteeism and turnover.

Turnover is the permanent loss of workers from the organization. Does turnover 
cost the organization? Absolutely!57 There is strong evidence that turnover can have 
important consequences for organizational productivity and performance, as well as 
competitive advantage.58 What specific issues are associated with turnover? Well, first 
is the cost of the paperwork associated with the departing employees, and if they left 
involuntarily, we may have increases in our unemployment insurance payments and 
might even have some potential security issues. Next, there is finding someone else 
to do the job, which incurs job analysis costs, recruiting costs, and selection costs. (We 
will talk about all of these later.) Once we hire someone new, we have orientation and 
other training costs, costs associated with getting the new worker up to speed on their 
job (something we call a learning curve), and the costs associated with them just not 
knowing our way of doing business. (Every company has a unique culture, and not 
knowing how to act within that culture can cause problems.) One SHRM article on 
“toxic work cultures” notes that turnover drained “nearly a quarter of a trillion dollars 
from businesses over the last five years as workers fled managers who they believed 
created the caustic environment.”59 (SHRM C:19)

On the other hand, absenteeism is the failure of an employee to report to the work-
place as scheduled. So what’s the problem with that? If employees don’t come to work, 
we don’t have to pay them, right? Well, some of them anyway—but not when we give 
paid sick leave or when they are “exempt” employees. (We will talk about exemptions in 
Chapter 11.) So why do managers worry about absenteeism? Well, for one thing, it does 
cost the organization money60—not necessarily directly but indirectly. On an annual 
basis, the costs of absenteeism and the lack of employee engagement were estimated 
at around $2 trillion in 2018 by looking at an average estimated cost of absence and 
disengagement of around $15,980 per employee61 and multiplying that by the number 
of employees (about 130 million) in the United States in 2018.62 (SHRM C:4)

In addition, even if we don’t have to pay employees when they are absent from work, 
we still have to maintain benefits like health insurance. We also likely lose productivity 

Turnover The permanent loss of 
workers from the organization

Absenteeism The failure of 
an employee to report to the 
workplace as scheduled
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CHAPTER 1 What Is human ResOuRce management?  11

from other employees because of having to do the missing employee’s work and not 
being able to do their normal job; that costs us money, too. And if some of our workers 
are frequently absent, it causes lower job satisfaction in others who have to continually 
“take up the slack” for their absent coworker. So we can quickly see that even though we 
don’t have to pay some of our workers if they don’t come to work, absenteeism, along 
with engagement and turnover, still costs the organization large amounts of money.

Note that our four dependent variables are interrelated. Absenteeism is costly, is 
often due to a lack of employee engagement, and leads to lower productivity.63 People 
tend to leave their jobs (turnover) when they aren’t engaged with their work, and during 
the process of replacing them—and sometimes after—productivity goes down. So now 
we can see the importance of these four big issues that managers can’t directly control. 
The bottom line is this:

As managers, we always need to be doing things that will improve productivity and 
employee engagement and that will reduce absenteeism and turnover. These items are 
critical. Everything in HRM revolves around these four things.

WORK 
APPLICATION 1.3

How would you rate your 

level of productivity, 

employee engagement, 

turnover, and absenteeism 

on your current job or a 

past job?

Sustainable competitive 
advantage A capability that 
creates value for customers 
that rivals can’t copy quickly 
or easily and that allows the 
organization to differentiate its 
products or services from those 
of competitors

Critical Dependent HRM Variables

Identify each statement by its variable, and write the 
letter corresponding to the correct variable before the 
statement. 

a. productivity

b. employee engagement

c. turnover

d. absenteeism

____ 9.  Of course I take all my sick days; if I don’t, I’ll 
lose them.

____ 10.  I got tired of the poor management telling 
me what to do, so I left for a better job.

____ 11.  most of us don’t really like management, so 
we do only enough work to stay out of any 
trouble with the boss.

____ 12.  I’m fed up with management continuing to 
lay off employees and expecting the rest of 
us to do their work to maintain production 
quotas.

____ 13.  I’m a good worker. You aren’t really going to 
fire me, are you?

____ 14.  I’m taking a vacation day today to go fishing.

1.2 APPLYING THE CONCEPT

The Importance of Strategic HRM
Strategy and strategic planning look at our organization and environment—both today 
and in the expected future—and determine what we, as an organization, want to do to 
meet the requirements of that expected future. We work to predict what this future 
state will look like and then plan for that eventuality.

Today’s HR management must be proactive in nature. Instead of waiting for some-
one to quit, then going out and finding a replacement, HR managers are now actively 
seeking out talent for their organizations.64 Good HR managers are also constantly 
looking at processes within the organization and, if there is something going wrong, 
figuring out how to assist the line management team in fixing the problem—whether 
it is a training problem, a motivation problem, or any other people-oriented problem. 
The function of HR has been redesigned to enhance the other (line) functions of the 
business.

sustainable competitive advantage

Why has HRM been redesigned? To make our organizations more competitive and 
to create sustainable competitive advantages. This is the basis of strategic HRM.65 
Strategy and strategic planning deal with the concept of creating sustainable com-
petitive advantage, a capability that creates value for customers that rivals can’t copy 
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12  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

quickly or easily and that allows the organization to differentiate its products or services  
from those of competitors.

Can we gain an advantage from our buildings, our physical facilities, or our equip-
ment? Can we create machinery that our competitors can’t create or imitate? Do we 
have access to computers that they don’t have access to? Of course not—not in most 
cases anyway. It is very rare today that we can create any real technological advantage 
over a significant period of time, even if our technology is proprietary. If we create a 
technological advantage in today’s business environment, it’s usually overcome—or at 
least closely matched fairly quickly. So where within the organization can we create 
sustainable competitive advantage? In most cases, the only place we can consistently 
create advantage that our rivals can’t quickly match is through the successful use of 
our human resources—getting them to be more productive and more engaged with the 
organization than are our rivals’ human resources.66 If we can create an organization 
where people want to come to work and where they are therefore more productive, less 
likely to leave, less likely to be absent, and more creative and innovative, then guess 
who wins? We win; you lose; you die. It’s that simple.

The�Influence�of�Social�Media
The last factor we will discuss here is the emergence of social media as a major tool for 
the workplace. Almost everyone is familiar with social media in their personal life—
Facebook, Instagram, Snapchat, and LinkedIn are just a few of the many social-media 
platforms. However, many of you probably don’t know how much social-media plat-
forms have changed the way work is done in the organization. Let’s quickly review 
some of the common areas where social media is put to use. We will also discuss more 
about social media as we go through the remainder of the book.

Recruiting and selection

The recruiting process in many companies has almost been taken over by social media. 
Recruiters (and AI-based chatbots!) scour social-media platforms like LinkedIn for tal-
ented individuals whose profile fits a job the recruiter is attempting to fill.67 On the 
other side of the process, many candidates use social media to check out the potential 
employer, connect with existing employees of the company, and review the company’s 
social-media tools that they will have available if they choose to join its workforce.

Selection may be supported by Skype interviewing, where the candidate can per-
sonally interact with members of the company at little or no cost to either party. Other 
social-media sites, like Facebook and LinkedIn, are frequently scoured (as long as the state 
or country where the selection is taking place allows such reviews) as part of the back-
ground checks done on candidates to help the company make a selection that fits with 
the organizational culture.68 These checks are, again, of little or no cost to the company.

the Onboarding Process

Once the person is selected to join the organization, social media can again be used 
to assist in many steps needed to get the person up to speed and capable of contribut-
ing to the company. We can use social media to teach organizational culture; create 
an FAQ area to answer common questions from new employees; provide mentors or 
work buddies to support the new employee; and provide commonly required payroll, 
equal opportunity, safety, and other information that can be reviewed at any time. We 
can create “communities” on the company intranet that can provide the new person 
with interaction with other employees all over the company. The use of social media to 
inform and enculturate new members of the organization is really unlimited.

training and development

As you will see in Chapter 7, social learning is one of the primary ways that we learn 
new things. Social-media platforms can easily be used to provide training for current 
jobs or developmental information to employees.69 Many employees today rate the 
ability to learn and develop their skills for future jobs as more important than pay. 
Here again, formal mentoring and development communities can help with training 
and development for the new employee.
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CHAPTER 1 What Is human ResOuRce management?  13

Performance management

Social-media platforms give companies the means for continuous feedback to their 
employees.70 Many employees respond better to continuing feedback than to quarterly 
or annual formal appraisal sessions. Many social-media platforms can also provide 
permanent records of the good, bad, and ugly of each employee’s work. This can be use-
ful if we ultimately have to go through a disciplinary process. You can pretty quickly 
see that social media is invading almost every area of HRM, so HR managers need a 
strong understanding of the uses and the dangers of social media. We will continue to 
point out areas where social media can be helpful and harmful as we go through the 
remainder of this book.

1.5: HRM SKILLS
>> LO	1.5 Describe the four major HRM skill sets.

What skill sets does an HR manager need in order to succeed in their job? All man-
agers require a mix of technical, interpersonal, conceptual and design, and business 
skills in order to successfully carry out their jobs (see Exhibit 1.2).71 HR managers are 
no different. The set of necessary HR skills is similar to the skills needed by other 
managers, but, of course, it emphasizes people skills more than some other manage-
ment positions do. The Society for Human Resource Management (SHRM) created 
the SHRM competency model, which discusses four basic “competency clusters” that 
match up well with the following four skill sets.72

EXHIBIT 1.2

HRM Skills

Business Skills

Interpersonal Skills Conceptual and Design Skills

Technical Skills            

 

Technical Skills
The first skill set an HR manager must develop to be successful—and also, the easiest 
one to develop—is the technical skill set.73 Technical skills are defined as the abil-
ity to use methods and techniques to perform a task. Being successful as an HR man-
ager requires many skills, including comprehensive knowledge of laws, rules, and 
regulations relating to HR; computer skills (because everything in HR is now com-
puterized); interviewing skills; training knowledge and skills; understanding of per-
formance appraisal processes; cultural knowledge (so we don’t make culture-related 
mistakes); and many others. This skill set is part of the SHRM technical expertise 
competency. We will cover many of these technical skills in the remaining chapters 
of this book.

Interpersonal Skills
The second major skill set is interpersonal skills, which comprise the ability to under-
stand, communicate, and work well with individuals and groups through developing 
effective relationships. Our relationships and happiness are based on our interper-
sonal skills.74 The resources you need to get the job done are made available through 

Technical skills The ability to 
use methods and techniques to 
perform a task

Interpersonal skills The ability 
to understand, communicate, 
and work well with individuals 
and groups through developing 
effective relationships
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14  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

relationships with people both inside the organization (i.e., coworkers and supervi-
sors) and outside the organization (i.e., customers, suppliers, and others).75 Richard 
Branson says, “You definitely need to be good with people to help bring out the best  
in people.”76

HR managers must have strong interpersonal skills to lead employees.77 This does 
not mean that HR managers always have to be gullible or sympathetic to every sob 
story, but it does mean they have to be empathetic. Empathy is simply being able to put 
yourself in another person’s place—to understand not only what he or she is saying but 
why he or she is communicating that information to you. Empathy involves the ability 
to consider what the individual is feeling while remaining emotionally detached from 
the situation.

Interpersonal skills also involve the ability to work well with others in teams; to 
persuade others; to mediate and resolve conflicts; to gather information from others; 
and to jointly analyze, negotiate, and come to a collective decision. This skill set is iden-
tified as interpersonal proficiency in the SHRM competency model. We will focus on 
interpersonal skills throughout this book, and you will have the opportunity to develop 
your skill set throughout this course.

Conceptual and Design Skills
Conceptual and design skills are another skill set required in a successful HR man-
ager. Such skills help in decision making. Clearly, the decisions you have made over 
your lifetime have affected you today. Likewise, leaders’ decisions determine the suc-
cess or failure of the organization.78 So organizations train their people to improve 
their decision-making skills.79 Conceptual and design skills include the ability to 
evaluate a situation, identify alternatives, select a reasonable alternative, and make a 
decision to implement a solution to a problem. This skill set is a critical part of creating 
and maintaining the ability to lead in an organization.

The conceptual part of this skill set is an ability to understand what is going on 
in our business processes—the ability to “see the bigger picture” concerning how our 
department or division and the overall organization operate. It also includes the ability 
to see if we are getting outside expected process parameters. In other words, are we 
doing things that we shouldn’t be, or are we not successfully doing things that are nec-
essary for maintaining a high level of productivity?

Design skills are the other part of the equation. This is the skill set that allows us 
to figure out novel or innovative solutions to problems that we have identified through 
the use of our conceptual skills. So one part of this skill set is identification of any 
problems that exist, and the second part is decision making to solve problems and car-
rying out (leading) the solution. Learning this skill set is necessary if you are going to 
become capable in the SHRM leadership proficiency competency.

Business Skills
Finally, SHRM’s business-oriented proficiency competency is a mandatory HRM skill. 
Like technical skills, business skills are easier to develop than human relations and 
conceptual and design skills. Business skills are the analytical and quantitative 
skills—including in-depth knowledge of how the business works and its budgeting and 
strategic-planning processes—that are necessary for a manager to understand and con-
tribute to the profitability of the organization. HR professionals must have knowledge 
of the organization and its strategies if they are to contribute strategically. This also 
means they must have an understanding of the financial, technological, and other fac-
ets of the industry and the organization and be able to manipulate large amounts of 
data using data analytics programs and HR metrics.

To summarize, technical and business skills are primarily concerned with things, 
interpersonal skills are primarily concerned with people, and conceptual and design 
skills are primarily concerned with ideas and concepts.

Empathy The ability to put 
yourself in another person’s 
place—to understand not only 
what that person is saying 
but why the individual is 
communicating that information 
to you

Conceptual and design 
skills The ability to evaluate a 
situation, identify alternatives, 
select a reasonable alternative, 
and make a decision to 
implement a solution to a 
problem

Business skills The analytical 
and quantitative skills—including 
in-depth knowledge of how the 
business works and its budgeting 
and strategic-planning 
processes—that are necessary 
for a manager to understand and 
contribute to the profitability of 
the organization

WORK 
APPLICATION 1.4

Give examples of how a 

present or past boss of 

yours used each of the 

four HRM skills.
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CHAPTER 1 What Is human ResOuRce management?  15

1.6: LINE MANAGERS’  
HRM RESPONSIBILITIES
>> LO	1.6 Discuss the line manager’s six HRM responsibilities.

What if you are not planning on becoming an HR manager? Why do you need to 
understand the topics we are discussing throughout this book? Well, line managers 
are the first point of contact with most of our employees when they have questions 
about human resources policies or procedures. As a result, you have to have a basic 
understanding of the management of your organization’s human resources. You need 
to be able to answer employee HR questions; and if you don’t follow company HR pol-
icies, you can cause legal problems for your firm, get disciplined and fired, and poten-
tially even spend time in jail.

Line managers also have outsized effects on employee engagement and, ultimately, 
organizational loyalty. One recent HR Magazine article titled “Building a Better Boss” 
notes that “bad managers can make or break your organization’s ability to achieve its 
goals” and that “half of workers who quit their jobs say they left because of their manag-
ers.”80 So even if you are not considering becoming an “HR manager,” you still need to 
maximize your interpersonal skills. In this section, we explain the difference between 
line and staff management and line managers’ major HRM responsibilities.

Line�Versus�Staff�Management
Line managers are the individuals who create, manage, and maintain the people and 
organizational processes that create whatever it is the business sells. Put simply, they 
are the people who control the actual operations of the organization. A line manager 
may have direct control over staff employees, but a staff manager would not generally 
have any direct control of line employees.81

Line managers The individuals 
who create, manage, and 
maintain the people and 
organizational processes that 
create whatever it is that the 
business sells

HRM Skills

Identify each activity as being one of the  
following types of hRm skills, and write the letter  
corresponding to each skill before the activity or 
activities describing it:

a. technical

b. interpersonal

c. conceptual and design

d. business

____ 15.  the hR manager is in a meeting making a 
presentation with statistical data.

____ 16.  The HR manager is working on fixing a 
broken copy machine.

____ 17.  the hR manager is working on the strategic-
planning process.

____ 18.  the hR manager is working on determining 
why more employees have been coming to 
work late recently.

____ 19.  The HR manager is filling out a complex 
government form.

____ 20.  the hR manager is talking socially with a few 
of her staff members.

____ 21.  The HR manager is praising a staff member 
for finishing a job analysis ahead of schedule.

____ 22.  the hR manager is assigning projects to 
various staff members.

____ 23.  the hR manager is communicating with 
employees throughout the company via 
e-mail.

1.3 APPLYING THE CONCEPT

Copyright ©2022 by SAGE Publications, Inc.  
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



16  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

HR managers, on the other hand, would generally be staff managers, individu-
als who advise line managers in some field of expertise. These managers act basically 
as internal consultants for the company, within their fields of specialized knowledge. 
As an example, a company accountant or lawyer would usually have staff authority 
within a manufacturing firm—they would be there to advise the operational managers 
concerning what is legal or illegal. However, in a law firm, a lawyer would usually be 
a line manager because the organization’s end product is knowledge and application 
of the law. In this case, the lawyer would have the ability to control the organization’s 
processes to produce their output—a legal briefing, a lawsuit, or a contract agreement, 
for instance. (SHRM O:2-c)

Major HR Responsibilities of Line Management
What does a line manager need to know about HR management? A lot! Remember that 
every manager’s primary job is to manage the resources of the organization, including 
the human resources.82 The following list shows some of the major items that line man-
agers would need to understand in order to successfully do their job.

Legal considerations

Line managers can inadvertently violate the law if they don’t know what the vari-
ous federal, state, and local employment laws say and what actions are prohibited or 
required in dealing with employees. Laws that a line manager needs to understand 
include employment laws, workplace safety and health laws, labor laws, and laws 
 dealing with compensation and benefits.

Labor cost controls

What can and can’t line managers do to minimize labor costs? All managers need to 
know how they can manage labor costs, both from an efficiency standpoint and from 
the standpoint of understanding the state and federal laws that limit our options for 
managing our labor resources.

Leadership and motivation

The ability to lead is an important skill for everyone, especially for managers, because 
leadership contributes to organizational success.83 A survey found that 63% of compa-
nies screen all new hires on the basis of leadership ability.84 Managers need to improve 
their workers’ performance and productivity through the use of motivation, which is 
part of leadership.

training and development

Line managers are generally the first to see a problem with organizational processes. 
This is frequently an indication that some type of training is needed. Line manag-
ers are also the individuals who would debrief most employees on their annual per-
formance appraisals. This is another situation in which a manager might recognize 
the need for further training of their workforce. Finally, line managers are the peo-
ple responsible for making changes to organizational processes. As a result of these 
changes, we frequently need to train our people on the new methods of doing our work.

Line managers are also the people responsible for identifying the talented work-
ers in the organization whom we need to develop so they can move into higher-level 
positions when they are needed. The organization needs to have these people “in the 
pipeline” so that as others leave the company or retire, we have qualified individuals to 
take their place.

appraisal and Promotion

Line managers should almost always be responsible for the appraisal (also called evalua-
tion) of the people who work for them, as well as for the process of debriefing those indi-
viduals on their annual (or more frequent) work evaluations. The line manager should 
also have a strong voice in who should be eligible for promotions in the organization, 
since the line manager’s job is to know their people and their capabilities and limitations.

Staff�managers Individuals who 
advise line managers in some 
field of expertise

WORK 
APPLICATION 1.5

Give examples of line 

and staff positions at an 

organization where you 

work or have worked.
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CHAPTER 1 What Is human ResOuRce management?  17

safety and security of employees

Line management has primary responsibility for maintaining the safety and security 
of the organization’s workforce. They must know federal and state laws concerning 
occupational safety and health, as well as procedures for securing the organization’s 
workspaces and people from both outsiders and other employees who would want to 
harm them. Line managers need to monitor the areas under their physical control to 
minimize the hazards that can occur inside our companies.

So line managers have a lot to do with the human resources in the organization, 
don’t they? All line managers need to know all of these things and more in order to be 
successful in their jobs.

1.7: HR MANAGERS’ RESPONSIBILITIES:  
DISCIPLINES WITHIN HRM
>> LO	1.7 Describe the eight major HRM discipline areas.

But what if you are planning to become an HR manager? HR managers take the lead 
in the management and maintenance of the organization’s people. It is an exciting field 
with many different paths that you can take over the course of your career.85 It is also 
currently one of the most promising managerial careers, according to the U.S. Bureau 
of Labor Statistics. A Wall Street Journal article analyzed the BLS statistics and 
identified HR manager as the 35th highest-rated job out of 800 total occupations.86 
The field of HR is also so broad that you could do something different each year for a 
40-year career and never exactly duplicate an earlier job.

So if you have decided that you would like to explore the field of HRM as a career, 
what kind of jobs could you expect to fill inside your organization? What are your 
options for a career, and what kinds of specialized training and certification are avail-
able for you in the field? Although there are many different jobs in the field, most of 
them fall into a few categories. Let’s briefly take a look at each of these disciplines or 
specialties. We will provide the details in later chapters. (SHRM G:1)

Most HR jobs are either generalist jobs, in which the HR employee works in many 
different areas, or specialist jobs, in which the employee focuses on a specific discipline 
of HR. Small businesses tend to have more generalist HR managers, versus more spe-
cialists in larger organizations. What specialties are available? What follows is a partial 
list of some of the major specialist careers that you can get into if you desire.

The Legal Environment, EEO, and Diversity Management
Equal employment opportunity (EEO) and diversity management specialists are 
involved with the management of the organization’s employee-related actions to 
ensure compliance with equal opportunity laws and regulations, as well as organiza-
tional affirmative action plans (when such plans are required or desired). Such special-
ists also have responsibilities related to the management of diverse employee groups 
within the company. There are many management-level issues in the diversity effort, 
including intergroup conflict management, creating cohesiveness, combating preju-
dice, and others. We will discuss some of these issues later in the text.

The HR legal and regulatory environment is critical to every organization today. 
This is also quite likely the area that changes more than any other in HRM. Every court 
case that deals with the human resource environment inside any organization has the 
potential to affect every organization because of the results of that case. Even if the 
court ruling doesn’t change the way a company has to do business, if a federal or state 
legislature sees that a ruling was unfair, they may change the law at either the federal or 
state levels, and that affects each organization under their jurisdiction. This is how the 
Lilly Ledbetter Fair Pay Act (among other laws) was created. The U.S. Supreme Court 
heard a case dealing with unequal pay and made its ruling based on existing laws. 
Because the U.S. Congress felt that the ruling was unfair, it enacted a new law to change 
certain rules on how and when an equal pay complaint can be filed. We will talk a little 
more about this law in Chapter 3.
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18  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

So if every court case that deals with equal opportunity, compensation and ben-
efits, harassment, or discrimination in any form has the potential to change the way 
in which every company does business, then you can quickly see that the HR-related 
legal environment is an area of critical importance to your company. Therefore, people 
with strong expertise in HR law are equally critical to the organization. So if you want 
a job where you really never do the same thing twice, look at becoming an HR legal 
specialist.

Staffing
Staffing includes all of the things we need to do to get people interested in work-
ing for our company: going through the recruiting process, selecting the best can-
didates who apply, and getting them settled into their new jobs. This is likely one of 
the most rewarding areas in HRM. We get to hire people into the organization who 
want to work for us. However, it is also a highly complex job in which we have to 
understand the jobs for which we are hiring, the people who apply to fill those jobs, 
and the legalities involved with the hiring process. This is the first line of defense 
for the company. This area can literally make or break the organization in its ability 
to be productive.87 If we attract and hire the right types of people with the right atti-
tudes and skills, then the organization will have a good start at being successful. If 
we hire the wrong types—people who don’t want to work or don’t have the correct 
skill sets—then the organization will have a very difficult time being successful in 
the long term.

Training and Development
Next, we have the training and development discipline. This is where the education 
and training function occurs in organizations. A modern organization won’t get 
very far without constantly training its employees. Research supports the idea that 
employees who participate in more training and development are less likely to leave 
the company (i.e., less likely to cause turnover) and less likely to engage in neglectful 
behavior.88 We train people for a variety of reasons, from teaching them their basic 
job to teaching them the things that they will need to move up in the organization as 
people above them resign or retire. If you enjoy teaching and learning, this might be 
an area to consider as a career field in HRM. Many HR managers stay in training and 
development for their entire career because they like it. They get to interact with many 
different people within the organization and get to learn about many different parts of 
the company as they go through the training processes.

As a training and development specialist, you would have responsibility for the 
training processes within the organization, as well as for the development of curricula 
and lesson plans and the delivery of training courses. You would also be involved with 
the development of talent within the company so that employees are trained and ready 
to move into more senior positions as those positions become vacant.

Employee and Labor Relations
This specialty covers a very wide array of items associated with management and 
employee relations. It involves such things as coaching, conflict resolution, coun-
seling, employee evaluation, disciplining, leadership, and team-building efforts. All 
organizations manage employees, but in union organizations, it is common to use the 
term labor relations. HR managers who work in this area might be involved in union 
votes, negotiations for union agreements, contract collective bargaining, handling 
grievances, and other items that affect the union–management relationship within the 
organization.

We also measure and evaluate job satisfaction and employee engagement as part 
of employee relations. HR managers in this function have to keep up with the many 
and varied laws relating to employee relations, and this specialty also involves the 
management of employee communication. Finally, these managers have to maintain a 
working knowledge of all of the federal labor laws, such as the National Labor Relations 
Act and the Taft-Hartley Act. Again, we will cover this in more detail later.
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CHAPTER 1 What Is human ResOuRce management?  19

Compensation�and�Benefits
A compensation and benefits specialist might find jobs in compensation planning, sal-
ary surveys, benefits management, incentive programs, and more. This area deals with 
how we reward the people who work for us. Rewards come in many styles and types, 
and the compensation and benefits specialist helps decide the total compensation 
package that the organization will use to attract and retain the best mix of people with 
skills that are specifically suited to the organization. Here again, a manager will have 
to understand the federal and state laws that deal with compensation management 
within businesses, including the Fair Labor Standards Act plus EEO and discrimina-
tion laws. Compensation management also includes issues such as pay secrecy, com-
parable worth, and wage compression—topics that we will cover in some detail in later 
chapters.

In this specialty, you would have a hand in setting pay scales, managing pay of 
various types, and administering benefits packages. All of the processes within this 
discipline are designed to help the organization attract and keep the right mix of 
employees. You would also deal directly with all of the federal and state compensation 
laws to ensure compliance in organizational pay and benefits procedures.

Safety and Security
We also need to protect our human resources. In the safety and security discipline, a 
manager might work in the area of occupational safety and/or health to make sure we 
don’t injure our people or cause them to become sick because of exposure to some sub-
stance they work with. This discipline also includes fields such as stress management 
and employee assistance programs, which help employees cope with the demands of 
their jobs on a daily basis. We have to protect our people if we are going to expect them 
to do their jobs.

As a safety and security specialist, the HR manager works to ensure that the work 
environment is safe for all workers so that on-the-job injuries, illnesses, and other nega-
tive events are minimized to the greatest extent possible. You also have responsibility for 
managing the organization’s plans for securing the workforce, both from being harmed 
by other people as well as from natural disasters, such as earthquakes or tornados. 
Maintaining the privacy of employees’ confidential HR files is also part of this specialty.

Ethics and Sustainability
In this specialty, you would bear responsibility for seeing to it that the organization 
acts in an ethical and socially responsible manner. You would work on codes of ethics 
and also make sure employees live by those codes, such as by maintaining ways in 
which employees can report violations of ethics. (SHRM O:2-a)

Environmental issues are major social concerns today,89 and sustainable devel-
opment has become one of the foremost issues facing the world.90 Sustainability is 
meeting the needs of today without sacrificing future generations’ ability to meet 
their needs.91 All developed societies and a growing number of developing countries 
expect sustainability, and that includes wanting managers to use resources wisely 
and responsibly; protect the environment; minimize the amount of air, water, energy, 
minerals, and other materials used in the final goods we consume; recycle and reuse 
these goods to the extent possible rather than drawing on nature to replenish them; 
respect nature’s calm, tranquility, and beauty; and eliminate toxins that harm people 
in the workplace and in communities.92 Some companies have historically done a rel-
atively poor job of maintaining the environment in some less developed countries in 
which they operated. In fact, in many cases, companies decided to operate out of a 
particular country to minimize their costs associated with conservation and sustain-
ability. (SHRM O:1-j)

People Analytics
Finally, we come to the latest addition to HRM functions in the organization. People 
analytics is the discipline where we utilize computers and large databases to ana-
lyze patterns in our work environment. We look for patterns and relationships within 
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20  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

the data that we may not intuitively see. Hopefully, these patterns can help us pre-
dict employee actions that will be detrimental to the company, and as a result, we 
can take action to change or otherwise address the expected issues. People analyt-
ics has been appearing in more and more organizations and “promises to help orga-
nizations understand their workforce . . . by making data about employee attributes, 
behavior and performance more accessible, interpretable and actionable.”93 In fact, it 
is expected by some leading international consulting firms, including Deloitte94 and 
McKinsey,95 that companies unable or unwilling to learn and apply good people ana-
lytics processes will be left far behind in the search for talented employees in the not-
too-distant future.

We have gone through the disciplines very quickly here, but we will deal with each 
in much more detail as we continue through this text. For right now, just understand 
that there are many different areas in which an HR manager can work as part of their 
organization. So it is pretty much guaranteed that you won’t get bored in your role as 
an HR manager if you don’t want to. Next, let’s take a look at some of the professional 
organizations that are out there to help you get where you want to go in HRM.

WORK 
APPLICATION 1.6

Give examples of HR 

responsibilities performed 

by your present boss or a 

past boss.

HRM Disciplines

Identify each hRm discipline, and write the  
letter corresponding to it before the activity  
involving it:

a. Legal environment, eeO, and diversity  
management

b. Staffing

c. training and development

d. employee and Labor Relations

e. Compensation and Benefits

f. safety and security

g. ethics and sustainability

h. People analytics

____ 24.  the hR manager is running a statistical 
program to better understand why the 
company has a high turnover rate.

____ 25.  the hR manager is writing an ad to recruit a 
job candidate.

____ 26.  the hR manager is investigating an 
employee complaint of racial discrimination.

____ 27.  the hR manager is taking a class in 
preparation for the exam to become  
certified as a professional in human 
resources (PhR).

____ 28.  the hR manager is working with an 
insurance company to try to keep the high 
cost of health insurance down.

____ 29.  The HR manager is replacing the office 
copier with a more energy-efficient model.

____ 30.  the hR manager is having a new software 
program installed to protect employee 
records from theft.

____ 31.  the hR manager is working on the new 
collective-bargaining contract with the 
teamsters union.

____ 32.  the hR manager is looking for potential new 
employees at the LinkedIn website.

____ 33.  The HR manager is filling out an accident 
report with a production worker who got hurt 
on the job.

____ 34.  the hR manager is reviewing a company 
report that compares its wages and salaries 
to other businesses in the area.

____ 35.  the hR manager is giving priority to 
promoting a member of a minority group to a 
management position.

____ 36.  the hR manager is teaching the new 
employee how to use the hR software 
program.

____ 37.  the hR manager is referring an employee to 
a marriage counselor.

1.4 APPLYING THE CONCEPT
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CHAPTER 1 What Is human ResOuRce management?  21

1.8: RESOURCES FOR HRM CAREERS
>> LO	1.8 List some of the major resources for HRM careers.

If you are interested in HRM as a career, there are several professional associations 
and certification programs associated with HR management that will help you get into 
these jobs and help you advance more quickly in the future. We’ve listed some of them 
subsequently, and there are several others within specific HR disciplines that are not 
discussed here.

Society for Human Resource Management (SHRM)
The Society for Human Resource Management (SHRM) is the largest and most recog-
nized of the HRM advocacy organizations in the United States. According to its website, 
SHRM is “the foremost expert, convener and thought leader on issues impacting today’s 
evolving workplaces” and represents more than “300,000 members in 165 countries.”96

What does SHRM do? Probably the biggest part of its work is dedicated to  
(1) advocacy for national HR laws and policies for organizations and (2) training and 
certification of HR professionals in a number of specialty areas. SHRM also provides 
its members with a place to network and learn from their peers, plus a vast library of 
articles and other information on HR management.

Anyone thinking about a career in human resources should consider joining 
SHRM. Student memberships have always been and continue to be very inexpensive, 
especially considering all that is available to members of the organization. If you are 
a college or university student, does your school have a student SHRM chapter? If 
it does, and you are serious about a career in HR—join. If your school doesn’t have a 
 chapter, consider starting one.

SHRM also provides a curriculum guide for colleges and universities that offer either 
undergraduate or graduate HRM degree programs. The guide identifies specific areas in 
which SHRM feels students should gain competence as HRM majors. It breaks down cur-
riculum areas into required and secondary sections. Because SHRM is such a significant 
force in each of the HRM fields, we have decided to show you where each of the required 
curriculum areas is covered within this text. In each chapter, you will see notes within the 
text when a SHRM-required topic is discussed. These notes are alphanumerically keyed 
to the information in the Appendix: SHRM 2018 Curriculum Guidebook. You might want 
to pay special attention to these notes if you have plans to become an HR manager.

If you do decide to work toward a goal of becoming an HR manager, you will 
need to think about taking the SHRM-CP Exam. To get more information about the 
SHRM-CP Exam and when you are eligible to take it, go to the SHRM website at www.
shrm.org/assessment.

Other Major HR Organizations
In addition to SHRM, there are three organizations that have certification programs that 
are recognized in many countries around the world. The first one is the Association for 
Talent Development (ATD). As its name implies, ATD primarily focuses on supporting 
those who develop the knowledge, skills, and abilities of employees in organizations 
around the world.97 Its major certification is the certified professional in learning and 
performance (CPLP). According to the ATD websites, CPLP certification “measures a 
talent development professionals’ competency in 10 areas of expertise (AOEs) with a 
focus on global mindset as defined by the latest ATD Competency Model.”98

The Human Resource Certification Institute (HRCI) is another organization 
that provides some of the most respected certifications for HR personnel anywhere 
in the world. The three biggest HRCI certification programs are the PHR, SPHR, and 
GPHR certifications.99 PHR stands for professional in human resources, SPHR stands 
for senior professional in human resources, and GPHR stands for global professional 
in human resources. These certifications are recognized by organizations worldwide as 
verification of a high level of training.

Society for Human Resource 
Management (SHRM) The 
largest and most recognized of 
the hRm advocacy organizations 
in the united states
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22  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

The other major organization that we want to mention is WorldatWork. 
Certifications from this organization include certified compensation professional 
(CCP), advanced certified compensation professional (ACCP), certified benefits 
professional (CBP), global remuneration professional (GRP), work–life certified pro-
fessional (WLCP), certified sales compensation professional (CSCP), and certified 
executive compensation professional (CECP). As you can quickly see, WorldatWork 
mainly deals with compensation, benefits, and performance management programs.100

All of the previously mentioned certification bodies are quite high in quality within 
their areas of focus. Each of them has an extensive website (the primary sites are www 
.td.org, hrci.org, and worldatwork.org). If you are interested in these certifications, take 
a look as you have time.

Professional Liability
One of the more important things that you need to understand if you are thinking 
about becoming an HR manager is the issue of professional (personal) liability for the 
actions that you take on behalf of the organization. It is not a well-known fact that HR 
managers can be held personally liable for some of the actions that they take as part of 
their job. For instance, two federal laws—the Fair Labor Standards Act and the Family 
and Medical Leave Act (which we will discuss in more detail in later chapters)—“have 
both been construed by courts to provide for individual liability.”101 Both the organiza-
tion and managers who have authority to make decisions for the organization can be 
sued by an employee who feels that their rights under these laws have been violated. 
This is one of the many reasons why if you plan to manage people, you really want to 
understand all of the HRM concepts as well as possible. These are only two examples 
of potential professional liability that an HR manager can incur if they fail to take fed-
eral and state laws into account. There are many others, so you need to be aware of 
the potential for personal liability. And in some cases, you may even need to consider 
professional liability insurance—for instance, if you are an HRM consultant to outside 
organizations. (SHRM D:36)

1.9: PRACTITIONER’S MODEL FOR HRM
>> LO	1.9 �Explain�the�five�parts�of�the�practitioner’s�model�for�HRM�and�how�

the model applies to this book.

We have given you a (very) brief history of current HRM practices and what HR man-
agement does for the organization. Now, we need to get into the particulars of the mat-
ter and start talking about some of the detailed information you will need to know in 
order to be a successful manager for your organization. How will we do that? We are 
going to work through what you need to know using a practitioner’s model for HRM, 
shown in Exhibit 1.3.

The Model
The practitioner’s model is designed to show you how each of the parts of HRM interact 
and which items you must deal with before you can go on to successfully work on the 
next part—kind of like building a foundation before you build a house. The model first 
provides you with knowledge of which organizational functions are critical to ensure 
that the organization can be viable over the long term—so that it will operate legally 
and work toward the goals that it has identified as critical to gaining success. Second, 
the model helps you learn what things the organization needs to do in order to sustain 
itself and its human resources over the long term—including identifying and setting 
up different jobs, finding the right people, and getting them into the organization and 
ready to work. Next, the model discusses the critical issues in managing those human 
resources successfully—training, developing them for the future, evaluating and 
improving their performance, and maintaining a strong relationship between man-
agement and employees. Fourth, the model discusses how to maintain your workforce 
through managing the compensation and benefits provided to your people—including 

WORK 
APPLICATION 1.7

Are you joining or will 

you join a professional 

association, and will you 

seek certification? Explain 

why or why not.
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CHAPTER 1 What Is human ResOuRce management?  23

PART I: Human Resources, Strategic Planning, and Legal Requirements
What HRM issues are CRITICAL to your organization’s long-term sustainability?

Chapter 1
What Is Human Resource 

Management? 

Chapter 2
Strategy-Driven Human 
Resource Management

Chapter 3
The Legal Environment

PART III: Developing and Managing
How do you MANAGE your Human Resources?

Chapter 7
Learning, Training,  
and Development

Chapter 8
Performance Management 

and Appraisal

Chapter 9
Rights and Employee 

Management

Chapter 10
Employee and Labor 

Relations

PART II: Staffing
What HRM functions do you NEED for sustainability?

Chapter 4
Workforce Planning: Job Analysis, Job 
Design, and Employment Forecasting

Chapter 5
Recruiting Job  

Candidates

Chapter 6
Selecting New  

Employees

PART IV: Compensating
How do you REWARD and MAINTAIN your Human Resources?

Chapter 11
Compensation Management

Chapter 12
Incentive Pay

Chapter 13
Employee Benefits

PART V: Protecting and Expanding Organizational Reach
How do you PROTECT and EXPAND your Human Resources?

Chapter 14
Workplace Safety, 

Health, and Security

Chapter 16
Global Issues for Human 

Resource Managers

Chapter 15
Ethics, Diversity,  

Inclusion, and Social 
Responsibility

Productivity
Satisfaction
Absenteeism
Turnover

EXHIBIT 1.3

The Practitioner’s Model for HRM End Result = Organizational Success

 

determining fair pay and incentives for work completed, as well as what benefits to  
provide to workers. Finally, we look at some special issues that have become  
very important to organizational success: safety and health, ethics and social  
responsibility, and globalization of work.

Parts of the Model
Let’s discuss the details of each part of the model separately.

Part I: human Resources, strategic Planning, and Legal Requirements

You have already begun Part I, where we discuss the modern form of HRM, including 
the necessity of having strategy-driven HRM and a strong understanding of the basic 
HR legal environment. This is the basis for everything else an HR manager will do, 
so it is the foundation of our model. These are the things that are most critical to the 
organization’s basic stability and success because if we don’t get them right, we will 
probably not be around long enough as an organization to be successful in the parts 
resting on this one.
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24  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

Part II: Staffing

Now that we have a stable organization with some form of direction, we start to look 
at getting the right people into the right jobs in Part II. This section includes the items 
that will allow the organization to get its work done successfully over long periods 
of time. We first look at identifying the jobs that will need to be filled and then work 
through how to recruit the right numbers and types of people to fill those jobs. Finally, 
we find out what our options are concerning methods to select the best of those job 
candidates whom we have recruited. The items in Part II are absolutely necessary for 
long-term organizational sustainability and success.

EXHIBIT 1.5

Part II: Practitioner’s Model for HRM

PART II: STAFFING

What HRM functions do you NEED for sustainability?

Chapter 4

Workforce Planning: Job 
Analysis, Job Design, and 
Employment Forecasting

Chapter 5

Recruiting Job Candidates

Chapter 6

Selecting New Employees

Part III: developing and managing

In the third part, we learn how to manage our people once they have become part of the 
organization. We have to train (and retrain) our people to do jobs that are ever changing 
in today’s organization, we have to evaluate them in some formal manner so that they 
know how well they are doing in the eyes of their management, and we have to develop 
them so that they can fill higher-level positions as we need people to step up into those 
positions. We sometimes have to coach, counsel, and/or discipline our employees as 
well, so we need to learn how to do those things so that we can improve motivation when 
possible. And if we can’t improve motivation or overcome poor work behaviors, we will 
know how to correctly and humanely separate (i.e., terminate) the individual from the 
organization. Finally, Part III addresses the role of employee and labor relations, with 
emphasis on the function of unions within organizations. So Part III shows us how to 
manage our human resources on a routine basis.

EXHIBIT 1.6

Part III: Practitioner’s Model for HRM

PART III: DEVELOPING AND MANAGING

How do you MANAGE your Human Resources?

Chapter 7

Learning, Training, 
and Development

Chapter 8

Performance 
Management and 
Appraisal

Chapter 9

Rights and Employee 
Management

Chapter 10

Employee and  
Labor Relations

EXHIBIT 1.4

Part I: Practitioner’s Model for HRM

PART I: HUMAN RESOURCES, STRATEGIC PLANNING, AND LEGAL REQUIREMENTS

What HRM issues are CRITICAL to your organization’s long-term sustainability? 

Chapter 2

Strategy-Driven Human Resource Management

•	 Strategy

•	 Structure

•	 Culture

Chapter 3

Legal Environment

•	 Legal Environment

•	 Equal Employment Opportunity (EEO) and 
Affirmative Action

•	 Diversity
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CHAPTER 1 What Is human ResOuRce management?  25

Part IV: compensating

The fourth part will cover the compensation and benefits packages that we work with to 
keep our people satisfied (or at least not dissatisfied). Both direct compensation, in the 
form of base pay and incentives, and indirect pay, in the form of worker benefits, provide 
us with some level of control over what our employees decide to do for the organization 
(since we cannot directly make them more productive). Part IV shows us how to reward 
and maintain our workforce because they are so critical to our ongoing success.

EXHIBIT 1.7

Part IV: Practitioner’s Model for HRM

PART IV: COMPENSATING

How do you REWARD and MAINTAIN your Human Resources?

Chapter 11

Compensation Management

Chapter 12

Incentive Pay

Chapter 13

Employee Benefits

Part V: Protecting and expanding stakeholder Reach

The last part’s topics include managing safety and health, providing ethical and social 
responsibility guidelines to members of the organization, and the globalization issues 
involved in working in multiple countries and cultures. The area of worker safety and 
health is critical because the employees in any organization are almost always the basis 
of at least some of our competitive advantage over our rivals in any industry, so we 
need to keep them healthy and happy. In addition to safety and health, two other areas 
have become far more important since the beginning of the Information Age in the 
early 1980s: ethical, sustainable, and socially responsible organizations and the ability 
to operate in a global business environment. We wind up the text with these topics.

EXHIBIT 1.8

Part V: Practitioner’s Model for HRM

PART V: PROTECTING AND EXPANDING ORGANIZATIONAL REACH

How do you PROTECT and EXPAND your Human Resources?

Chapter 14

Workplace Safety, Health, and 
Security

Chapter 15

Ethics, Diversity, Inclusion, and 
Social Responsibility

Chapter 16

Global Issues for Human 
Resource Managers

1.10: TRENDS AND ISSUES IN HRM
>> LO	1.10 Discuss the issues and trends impacting HRM today.

In each chapter of this book, we will introduce some of the most important issues 
and trends in HRM today. These issues and trends will cover areas such as the use 
of technology in HRM, social media, ethical issues, and diversity and equal opportu-
nity. For this chapter, we have chosen the following issues: “Employee Experience” and 
“Continuing Worldwide Problems With Managerial Training.”

Employee Experience: The Latest HR Imperative
We have already introduced you to employee engagement—defined as a combination of 
job satisfaction, ability, and a willingness to perform for the organization at a high level 
and over an extended period of time. This combination of satisfaction, ability, and will-
ingness is a more critical predictor of company performance today than ever before.102 
However, we are finding that employee engagement is “necessary but not sufficient” to 
maximize employee–employer relationships. A recent, more comprehensive concept is 
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26  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

employee experience, which includes employee engagement (defined earlier) as well as 
the totality of other interactions between the individual and their workplace and whether 
those interactions are positive or negative overall. Burt Rea, director of human capital 
consulting at Deloitte, says, “It’s the whole life cycle of the employee, from recruiting to 
onboarding to how I’m paid to how I interact with leadership.”103

Josh Bersin of Bersin by Deloitte provides a few tips for building a workplace that 
allows for strong employee experience:104

• Empathize with employees. In other words, put yourself in your employees’ 
shoes to see what part of their interactions with the organization work and 
what parts don’t.

• Involve employees in solutions. You need to ask what is going on that is not 
working and “work with the employees to fix old and broken processes, design 
new systems, and make work easier.”

• Simplify processes. “Design the organization around the customer and 
employee, not around the hierarchy.” This may require that we complete some 
job analysis and job redesign. We will discuss these processes in Chapter 4.

• Use analytics. We need valid data to determine where time is being wasted 
and frustration is growing because of bad processes. For instance, we may 
have multiple layers of approval for a simple process such as a petty-cash 
expenditure where one or two people are all that may be necessary.

Following these tips will allow the company to at least begin to analyze employee expe-
rience in a dedicated way.

Continuing Worldwide  
Problems With Managerial Training
One would think that we would have figured out by now how to train managers to 
successfully manage and lead others in the workplace. However, we continue to have 
problems in many, if not most, organizations after more than 100 years of organized, 
collective work. We noted earlier in this chapter that organizations have lost an esti-
mated quarter of a trillion dollars over five years due to turnover where “workers fled 
managers who they believed created [a] caustic environment.”105 A recent Gallup sur-
vey also notes “more than half of employees (51%) are searching for new jobs or watch-
ing for openings . . . and 35% of workers report changing jobs within the past three 
years.”106 Where are companies failing?

Yoh, a “talent and outsourcing company,” asked Harris Poll what managerial 
issues made employees consider quitting their jobs. They found the following issues:

• Lack of respect for employees in lesser positions (53%)

• Broken promises (46%)

• Unrealistic expectations (42%)

• Playing favorites among subordinates (40%)

• Gossiping about other employees (39%)

• Being overly critical (37%)

• Micromanaging (35%)

• Not listening to subordinates’ opinions (34%)

It’s not like these are a surprise to anyone, so why do they continue to be issues? The 
problem is a lack of managerial training. Most of us think that managing others is 
an intuitive thing and that it’s easy. Managing in a modern organization is anything 
but intuitive, and if managers are not trained, they can create enormous liability for 
their employer. But why are so many managers incapable—or at least ignorant of their 

Employee experience  
employee engagement as 
well as the totality of other 
interactions between the 
individual and their workplace 
and whether those interactions 
are positive or negative overall
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shortcomings? The main answer is that they are poorly trained for their new position. 
Most new supervisors or managers are promoted because they were good employees 
in lower-level jobs. This does not prepare them for the difficult work of leading oth-
ers and interacting with their new charges successfully. Intentional management and 
leadership training is necessary, and refresher training is also required when we see 
that a manager may not be doing the things necessary create a positive “employee 
experience” as we discussed previously. Ultimately, senior management is responsible 
for training new managers and, after such training if necessary, getting that new leader 
out of the position if they cannot adapt to the needed behaviors to drive positive per-
formance. Companies can’t afford to drive away talent in today’s tight labor markets.

CHAPTER SUMMARY

LO	1.1 �Explain�why�relationship�building�and�engagement�
are important in both human resource management 
and your personal life.

the people within an organization are one of the primary 
means of creating a competitive advantage for the 
organization. to be successful at this, you need to know how to 
engage people. the better you can work with people, the more 
successful you will be in your personal and professional lives 
as an employee, line manager, or human resource manager.

LO	1.2 �Identify�the�difference�between�the�traditional�view�
of human resource management (HRM) and the 
present view.

the traditional view holds that human resource management 
is a cost center, meaning a department or division within an 
organization that uses up organizational resources but doesn’t 
create revenues for the company. In the organization, we view 
hRm as a productivity center for the company. as a productivity 
center, hR fulfills a revenue-generating function by providing 
the organization with the right people in the right place and 
with the right skills so that organizational productivity can be 
improved.

LO	1.3 �Identify�the�major�challenges�that�HR�managers�
face in a modern organization; note especially 
where we are not doing well.

the combined major challenges are as follows:

• upskilling the workforce to manage the aI revolution

• extracting value from big data

• Building critical skills and competencies for organizations

• strengthening current and future leadership

LO	1.4 �Describe�the�four�critical�dependent�variables�that�
managers must control in order to compete in a 
modern organization.

the four critical variables are productivity, employee 
engagement, turnover, and absenteeism.

1. Productivity is the amount of output that an organization 
gets per unit of input, with human input usually expressed 

in terms of units of time. the two parts of productivity are 
efficiency and effectiveness.

2. Employee engagement is a combination of job satisfaction, 
ability, and a willingness to perform for the organization at 
a high level and over an extended period of time.

3. Turnover is permanent loss of workers from the 
organization. When people quit, it is considered voluntary 
turnover, while when people are fired, it is involuntary 
turnover.

4. Absenteeism is temporary absence of employees from the 
workplace.

LO	1.5 Describe�the�four�major�HRM�skill�sets.

the hRm skill sets include technical skills, interpersonal skills, 
conceptual and design skills, and business skills. Technical 
skills include the ability to use methods and techniques 
to perform a task. Interpersonal skills provide the ability to 
understand, communicate, and work well with individuals and 
groups through developing effective relationships. Conceptual 
and design skills provide the ability to evaluate a situation, 
identify alternatives, select an alternative, and implement 
a solution to the problem. Finally, business skills provide 
analytical and quantitative skills, including the in-depth 
knowledge of how the business works and of its budgeting 
and strategic-planning processes that are necessary for a 
manager to understand and contribute to the profitability of 
the organization.

LO	1.6 Discuss�the�line�manager’s�six�HRM�responsibilities.

Line managers require knowledge of each of the following 
topics:

• Legal considerations. Line managers must know all of the 
major employment laws so that they don’t accidentally 
violate them in their daily interactions with their 
employees.

• Labor cost controls. Line managers have to understand 
what they are legally and ethically allowed to do to control 
labor costs.

• Leadership and motivation. Probably the most significant 
function of a line manager is that of being a leader 
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and motivator for the people who work for him or her. 
managers are worth less than nothing if they don’t 
improve employee performance.

• Training and development. Line managers are typically 
the first point of contact to determine whether or not their 
workforce needs training or development to perform at 
a high level. they are also the people responsible for 
making changes to organizational processes. training 
in these new processes is typically required to create 
maximum productivity in our workforce.

• Appraisal and promotion. Line managers are the primary 
individuals who evaluate subordinates’ work performance, 
and they should have a strong voice in who should be 
eligible for promotions in the organization because their 
job is to know their people and each of their capabilities 
and limitations.

• Employee safety and security. Line managers have primary 
responsibility for the safety and security of the workers 
in an organization. they have to know the laws that deal 
with occupational safety and health as well as security 
procedures to protect their people from individuals who 
might want to do them harm.

LO	1.7 Describe�the�eight�major�HRM�discipline�areas.

• The legal environment: EEO and diversity management. 
this discipline deals with equal opportunity laws 
and regulations as well as management of a diverse 
workforce.

• Staffing. this discipline manages the processes involved in 
job analysis, recruiting, and selection into the organization.

• Training and development. this discipline has responsibility 
for the training processes within the organization, for 
developing curricula and lesson plans, and for delivery 
of training courses. It is also involved with development 
of talent within the company to provide a group of 
employees who will be able to move into more senior 
positions that become vacant.

• Employee and labor relations. this area involves the 
coaching, counseling, and discipline processes, along 
with employee communication and stress management. 
It is also typically responsible for the management of job 
satisfaction and employee engagement.

• Compensation and benefits. this discipline works with 
pay of various types and with benefits packages, all of 
which are designed to attract and keep the right mix of 
employees in the organization. It also deals directly with 
all of the federal and state compensation laws to ensure 
compliance.

• Safety and security. this discipline works to ensure that 
the environment on the job is safe for all workers so that 
on-the-job injuries and illnesses are minimized to the 
greatest extent possible. It also involves managing the 
organization’s planning for securing the workforce, both 
from being harmed by other people and from natural 
disasters such as earthquakes or tornados.

• Ethics and sustainability. this discipline bears responsibility 
for seeing to it that the organization acts in an ethical 

and socially responsible manner, to minimize harm to 
the environment and its various stakeholders. It involves 
managing the sustainability efforts in the organization 
to minimize the organization’s “footprint” on the 
environment—in other words, to minimize the depletion of 
worldwide resources caused by the organization carrying 
out its processes.

• People analytics. this allows the hRm manager to identify 
patterns in the work environment. this will allow a more 
proactive approach to addressing issues that could pose a 
potential risk and harm to the organization.

LO	1.8 List�some�of�the�major�resources�for�HRM�careers.

the major resource for most hR managers is the society for 
human Resource management, or shRm. shRm maintains 
information on all of the hR functions that we mentioned in 
chapter 1. Other sources for information include atd (the 
association for talent development), which focuses on training 
and developing employees in organizations; the human 
Resource certification Institute (hRcI), which provides some of 
the most respected certifications for hR personnel anywhere 
in the world, the PhR, sPhR, and gPhR certifications; and 
WorldatWork, which primarily focuses on total compensation 
of the workforce in all types of organizations.

LO	1.9 �Explain�the�five�parts�of�the�practitioner’s�model�for�
HRM and how the model applies to this book.

the practitioner’s model is designed to show the relationships 
between each of the functions and disciplines within hRm.

• On the first level are the items that are absolutely critical 
to the organization if it is going to continue to operate (and 
stay within federal and state laws while doing so) and be 
stable and successful for a significant period of time.

• the second level encompasses those things that are 
required to identify the kinds of jobs that must be filled 
and then to recruit and select the right types of people 
into those jobs so the company can maximize productivity 
over the long term. these are the items that will allow the 
organization to get its work done successfully over long 
periods of time.

• as we get into the third tier, we concern ourselves with 
management of the human resources that we selected in 
the second level. We have to get them training to do their 
jobs and allow them to perform those jobs for a period of 
time. We then have to appraise their performance and, if 
necessary, correct their behaviors that are not allowing 
them to reach their maximum potential. We do the latter 
through the coaching, counseling, and disciplinary 
processes. as this is occurring, we need to ensure that 
we maintain positive relationships with our employees 
so that they remain engaged with the organization and 
productive. We manage these positive relationships in 
many ways, from measuring and assessing job satisfaction 
periodically to managing relationships with union 
employees.

• In the fourth tier, we look at how to reward and maintain 
employees. Compensation and benefits can help keep 
employees satisfied and motivated.
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• Finally, in the top tier, we want to make sure that 
we reward and maintain our workforce to minimize 
unnecessary turnover and dissatisfaction. We do this 
through fair and reasonable compensation planning and 
through the maintenance of a safe and secure workplace.

LO	1.10 �Discuss�the�issues�and�trends�impacting�HRM�today.

a focus has shifted not solely to employee engagement 
with the totality of all other interactions in the workplace. 
additionally, it is important to continue to train managers to be 
effective in their roles.

REVIEW

Key	Terms

absenteeism, 10
business skills, 14
conceptual and design  

skills, 14
cost center, 5
effectiveness,�6
efficiency,�6
empathy, 14
employee engagement, 4
employee experience, 26
human resources (HR), 4
interpersonal skills, 13
knowledge workers, 9

line managers, 15
productivity, 6
productivity center, 6
revenue centers, 5
Society for Human 

Resource Management 
(SHRM), 21

staff�managers,�16
sustainable competitive 

advantage, 11
technical skills, 13
turnover, 10

Key	Terms	Review

complete each of the following statements using one of this 
chapter’s key terms:

    1. _____ consists of the people within an organization.

   2. _____ is a combination of job satisfaction, ability, and a 
willingness to perform for the organization at a high level 
and over an extended period of time.

   3. _____ is a division or department within an organization 
that brings in no revenue or profit; in other words, it costs 
money for the organization to run this function.

   4. _____ is a division or department that generates monetary 
returns for the organization.

   5. _____ is a revenue center that enhances the profitability of 
the organization through enhancing the productivity of 
the people within the organization.

   6. _____ is the amount of output that an organization gets per 
unit of input, with human input usually expressed in terms 
of units of time.

    7. _____ answers the question, “did we do the right things?” 
It is a function of getting the job done whenever and 
however it must be done.

   8. _____ is a function of how many organizational resources we 
used in getting the job done; it answers the question, “did 
we do things right?”

   9. _____ are workers who “use their head more than their 
hands” to gather and interpret information to improve a 
product or process for their organizations.

10. _____ is the permanent loss of workers from the 
organization.

11. _____ is the failure of an employee to report to the 
workplace as scheduled.

12. _____ is a capability that creates value for customers that 
rivals can’t copy quickly or easily and that allows the 
organization to differentiate its products or services from 
those of competitors.

13. _____ include the ability to use methods and techniques to 
perform a task.

14. _____ are the ability to understand, communicate, and work 
well with individuals and groups through developing 
effective relationships.

15. _____ is being able to put yourself in another person’s 
place—to understand not only what they are saying but 
why they are communicating that information to you.

16. _____ are made up of the ability to evaluate a situation, 
identify alternatives, select a reasonable alternative, and 
make a decision to implement a solution to a problem.

17. _____ are the analytical and quantitative skills, including 
in-depth knowledge of how the business works and of 
its budgeting and strategic-planning processes, that are 
necessary for a manager to understand and contribute to 
the profitability of the organization.

18. _____ create and manage the organizational processes and 
the people that create whatever it is that a business sells.

19. _____ are the individuals who advise line management of 
the firm in their area of expertise.

20. _____ is meeting the needs of today without sacrificing 
future generations’ ability to meet their needs.

21. _____ is the largest and most recognized of the hRm 
advocacy organizations in the united states.

22. _____ includes employee engagement as well as the 
totality of other interactions between the individual 
and their workplace and whether those interactions are 
positive or negative overall.

Communication	Skills

the following critical-thinking questions can be used for 
class discussion and/or for written assignments to develop 
communication skills. Be sure to give complete explanations 
for all answers.

 1. Why is it important for all business majors to take this 
course in hRm?

 2. Are you interested in becoming an HR manager? Why, or 
why not?
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 3. Do you agree with the following statement? “Effectively 
utilizing the human resources within the organization is 
one of the few ways to create a competitive advantage in 
a modern business.” Why, or why not?

 4. Is employee engagement and a positive employee 
experience possible in an age when people tend to have 
very little loyalty to their employers and vice versa? how 
would you work to improve employee experience as a 
manager?

 5. Can HRM really create revenue for the organization? If  
so, how?

 6. Identify some things that could be done by a manager  
to increase productivity and employee engagement  
and decrease absenteeism and turnover. make a list for 
each item.

 7. If you were the HR manager for your organization, what 
would you do to increase the number of applicants 
who apply for “knowledge worker” positions in your 
organization? assume you can’t pay them more.

 8. Is there anything that an individual within an organization 
can do to help improve relations among diverse workers? 
If so, what?

  9. some say that for managers, hard skills (technical and 
business skills) are more important than soft skills (human 
relations and conceptual and design skills). What do you 
think, and why?

10. are external certification programs (in all jobs) becoming 
more important? Why?

CASE 1.1 STRATON INDUSTRIES SHOWS WHY EVEN SMALL BUSINESSES NEED HR

straton Industries is a connecticut-based manufacturer of 
molds, tools, dies, and stampings. as a machine shop, they help 
other companies with any of their custom manufacturing needs. 
Founded in 1961, the firm has built its reputation by providing 
superb customer service and ensuring that everything they 
do is of the highest quality. It’s difficult to find an industry that 
Straton Industries has not served—aerospace, electronics, 
energy, military, medical, and much more. With fewer than 100 
employees, providing this high level of service shows that small 
companies can effectively thrive in the machining industry.(1)

however, small companies are notorious for not having a 
human resources department. this is a role that is common 
in large, diversified companies with hundreds, if not 
thousands, of employees. entire departments may have 20 
or more individuals dedicated to the hR function. But with 
a small business, it is typically the owner or one of the vice 
presidents who take on the hR duties. this means they are 
often not trained and do not have the expertise to properly 
manage staffing, training, employee relations, compensation, 
benefits, safety, and more. Fortunately, the president of 
straton Industries, david cremin, recognized the need for a 
person to be dedicated to the hR role in his company.(2)

By hiring donna toth to manage the growing company’s 
hR needs, it gave cremin time to focus on managing the 
business. cremin knew hR was important, but overseeing 
every aspect of the firm meant that HR concerns were usually 
farther down on his list of things to do each day. cremin was 
primarily focused on the growth of the company—ensuring 
that sales were increasing and that the firm was garnering 
new customers.

But turnover started to become an issue when some 
employees started leaving the company. “We missed 
the cues,” he said, referring to the departure of several 
employees.(3) Toth was hired when Cremin realized too 
many employees were quitting the company because they 
were dissatisfied with their employment situation. A person 
dedicated to the HR function of the firm was needed.

toth was able to hit the ground running by bringing straton 
Industries’ hR function up to date. she started with simple 
steps, such as writing job descriptions and facilitating 
improved communication. Then, she worked on staffing and 
team building. With these actions, toth impacted the internal 
operations of the company immediately. according to 
Cremin, “You think of it as just ‘people stuff,’ as something soft 
and optional you can take care of in between other things.”(4) 
Fortunately, cremin realized that hR was more than just 
“people stuff”; human resources are the key to the success of 
a business.

Primarily, toth is focused on three aspects of hR that are 
important to straton Industries. daily, she is ensuring the 
firm is hiring the right people, retaining those individuals, 
and ensuring the firm is complying with all federal and state 
hR laws. Of course, she is also managing all the other hR 
functions in the company, but by dedicating efforts to these 
three areas, cremin can return his attention to growing the 
company and garnering new clients.

What is his advice for small companies that don’t have an 
HR professional on staff? “Try it part time,” he says. Having an 
individual focused on human resources issues even part time 
is better than none at all.(5)

Questions

1. Why should businesses—no matter how small—have 
someone dedicated to the hR function?

2. think of two ways a small business could justify hiring an 
hR professional.

3. How effective would Straton Industries be without Donna 
toth as their hR professional? What potential concerns 
might develop?

4. as straton Industries grows, should an additional hR 
professional be hired to help donna toth? and if so, what 
should that new person be focused on?
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Case written by Dr. Steven Austin Stovall, Southeast Missouri 
State University

CASE 1.2 FRACTURING THE LABOR MARKET—EMPLOYMENT IN  
THE OIL SERVICES INDUSTRY

When oil hit $26.21 a barrel in 2016, down from nearly $100 a 
barrel from five years earlier, jobs in the oil service industry 
were rare, and people were out of work. “everyone [was] 
so hungry, it [was] like we were hanging a steak in front of a 
bunch of starving people,” said Joseph triepke, founder of 
the industry research company Infill Thinking in Dallas. A year 
later, with oil at $55 a barrel, an employer like Piotr galitzine is 
having a hard time keeping up with his orders and is running 
24/7 one of his houston-based, steel pipe shops.(1)

The rising oil prices are fueling orders with the oil field 
equipment giant national Oilwell Varco Inc. as well, with 
a 10-year shift in their business from offshore gear to land 
based. “It’s tough,” said the chief executive officer of Agility 
Energy Inc. “We’ve got commitments that are very difficult to 
keep right now because we can’t get the drivers.”(2) this is 
surprising because truckers who haul fracking sand have a 
starting pay of around $80,000 per year.

Yet the shift of employment in this market segment is not 
evident when looking at the larger labor picture because 
unemployment, for the most part, has been unchanged. the 
Bureau of Labor statistics (the government agency charged 
with tracking u.s. employment) reported that long-term 
unemployment, defined as those being out of work for more 
than 26 weeks, remained stable at 1.8 million in February 
2017. This constituted 23.8% of total unemployment. The 
annual rate of total unemployment dropped from 4.9% 
to 4.7%, with the total number of unemployed remaining 
constant at 7.5 million.

construction employment did account for the largest growth 
in February 2017. construction, in general, over the last six 
months accounted for job growth of 177,000, with a one-
month gain of 58,000 jobs. heavy and civil engineering 
construction added 15,000, while specialty trade contractors 
accounted for 36,000.(3)

With the price of crude oil doubling over the past three 
years, oil companies are quite busy. this growth has been 
supported by new technology that allows for faster drilling, 
more intelligent fracking, and locating a greater quantity of 
rich oil deposits. this boom could be very short-lived, given 
the fact that finding good shale formations are hit or miss. 
Once found, the fracking process begins—the adjacent 
rock is bombarded with chemicals, water, and sand. the 
most stress-free drilling is in pancaked layered formations 

(predominantly found in the Permian Basin of new mexico 
and West texas).

When business booms, so does employment. canada and 
the united states are outpacing worldwide expenditures 
on production and exploration by 4:1, with the united states 
outpacing the last oil surge with an additional 125,000 barrels 
a day since september 2016.

“every time I push that computer button that says ‘approved’ 
on the rehire, I feel better.”(4) ceO galitzine of pipe supplier 
tmK Ispco, the u.s. unit of Russia’s tmK PJsc, said that 
just over the past four months, he has hired nearly 300 
employees, increasing the number of his workers to the 
highest level since January of 2016. Yet he feels this boom of 
oil prices may not last.

“When we were at $100, to look at $50 would have been very 
scary. Now, the confidence $100 used to instill can probably 
be had at $65. that’s how much cost has been squeezed out 
of the supply chain. so $65 is the new $100.”(5)

Is galitzine right? supply and demand drive the industry, and 
Galitzine is tracking how growth in shale drilling is offsetting 
the november reduction of 1.2 million barrels a day of crude 
from the 13-member Organization of Petroleum Exporting 
countries and Russia.

Bryan Sheffield, chief executive officer of Parsley Energy Inc., 
is worried that the boom/bust cycle will repeat itself; he just 
doesn’t know when. “For every barrel that OPec cuts, the 
american shale drillers are putting on half a barrel. If that 
remains, then I think we’re okay.” If shale fields start churning 
out much more, “then who knows what’s going to happen to 
the price of oil,” he said. “Probably nothing good.”(6)

Questions

1. One of the two main goals of strategic hRm is to ensure 
the correct number of employees with the types of skills 
the organization requires. given the boom/bust nature 
of the oil services industry, what external factors in this 
case should an hRm manager monitor to ensure that 
employment needs are met?

2. What types of jobs and related skill sets seem to be in 
short supply currently in the oil supply industry, given the 
increase in construction employment in the past year? 
Which of the three new hRm challenges and four critical 
dependent variables does this issue most closely address?

Copyright ©2022 by SAGE Publications, Inc.  
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



32  PART I human ResOuRces, stRategIc PLannIng, and LegaL RequIRements

3. HR managers have several disciplines of responsibilities—
which disciplines does this case directly and indirectly 
address?

4. given the feast/famine cycle in the oil supplier industry, 
what trends and issues in hR address the necessity of 
retaining these firms’ best employees?

5. The people quoted in the case are all CEOs of their firms, 
not hRm managers. Why would ceOs concern themselves 
with hR issues if these issues are the responsibility of hR 
managers
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Case written by Dr. Herbert Sherman and Theodore Vallas, Long 
Island University

SKILL BUILDER 1.1 GETTING TO KNOW YOU

Objectives

to get acquainted with some of your classmates; to gain a 
better understanding of what the course covers; to get to 
know more about your instructor

Skills

the primary skills developed through this exercise are as 
follows:

1. HR management skill—Human relations

2. SHRM 2018 Curriculum Guidebook—C: Employee and 
Labor Relations

Procedure 1 (5–8 minutes)

Break into groups of five or six, preferably with people you do 
not know. have each member tell the group his or her name 
and two or three significant things about himself or herself. 
then, have all group members ask each other questions to get 
to know each other better.

Procedure 2 (4–8 minutes)

can everyone in the group address every other person by 
name? If not, have each member repeat his or her name. then, 
each person in the group should repeat the names of all the 
group members until each person knows everyone’s first name.

Application

What can you do to improve your ability to remember people’s 
names?

Procedure 3 (5–10 minutes)

elect a spokesperson for your group. Look over the following 
categories, and decide on some specific questions you would 
like your spokesperson to ask the instructor from one or more 
of the categories. the spokesperson will not identify who asked 
the questions. You do not have to have questions for each area.

• Course expectations. What do you expect to cover or hope 
to learn from this course?

• Doubts or concerns. Is there anything about the course that 
you don’t understand?

• Questions about the instructor. List questions you’d like to 
ask the instructor to get to know him or her better.

Procedure 4 (10–20 minutes)

each spokesperson asks the instructor one question at a time 
until all questions have been answered. spokespeople should 
skip questions already asked by other groups.

Apply It

What did I learn from this experience? how will I use this 
knowledge in the future?
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SKILL BUILDER 1.2 COMPARING HR MANAGEMENT SKILLS AND HR 
RESPONSIBILITIES

Objective

to better understand the importance of good hR management 
skills and implementing HR responsibilities effectively

Skills

the primary skills developed through this exercise are as follows:

1. HR management skills—Conceptual and design

2. SHRM 2018 Curriculum Guidebook—C: Employee and 
Labor Relations

Compare Your Supervisors’ HR Management  
Skills�and�HR�Responsibilities�Effectiveness

Recall the best supervisor or boss you ever worked for and 
the worst one you ever worked for (preferably line managers, 
not hR managers). compare these two people by writing 
brief notes in the following chart about each person’s hR 
management skills and hR responsibilities.

HR Management Skills and HR Responsibilities

Best supervisor or Boss Worst supervisor or Boss

technical skills

Interpersonal skills

conceptual and  
design skills

Business skills

Legal considerations  
Responsibilities

Labor cost control  
Responsibilities

Leadership and motivation  
Responsibilities

training and development  
Responsibilities

appraisal and Promotion  
Responsibilities

safety and security  
Responsibilities

Based on your own experiences with a good boss and a poor 
one, what do you believe are the key differences between 
good and poor managers?

Apply It

What did I learn from this exercise? how will I use this 
knowledge in the future?
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