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11

PrefaCe

It is well accepted that talent is a source of competitive advantage. Employees are what set orga-
nizations apart and drive their performance. In today’s competitive business environment, an 
organization’s ability to execute its business strategy and maintain a competitive edge depends 
even more on the quality of its employees. The quality of a company’s employees is directly 
affected by the quality of its staffing systems. Because hiring managers are involved in the staff-
ing process, hiring managers and human resource professionals need to be familiar with strategic 
staffing techniques.

The practice of staffing has changed significantly over the past 10 to 15 years. Organizations 
increasingly realize that their employees are the key to executing their business strategies. The 
war for talent has made the identification and attraction of high-performing employees essential 
for companies to compete and win in their marketplaces. The Internet and other technologies 
have also changed the ways firms identify, attract, hire, and deploy their talent.

Our goal in writing Strategic Staffing was to create a text that is grounded in research, 
communicates practical staffing concepts as well as the role of staffing in organizational per-
formance, and is engaging to read. The third edition of Strategic Staffing continues to present 
current staffing theories and practices in an interesting, engaging, and easy-to-read format. We 
have tried to be responsive to reviewers and users of this text in revising this edition. Some of the 
more substantial changes are as follows:

•	 Replacement	of	most	chapter-opening	vignettes	with	new	ones	on	companies	 including	
Facebook, MITRE, and McAfee

•	 Expanded	discussion	of	global	issues	in	staffing	throughout	the	book
•	 Revision	 of	 the	 “The	Legal	Context”	 chapter	 (Chapter	 3)	 to	 address	 current	 changes	 in	

 legislation and court decisions including pay discrimination, EEOC claims, and the Genetic 
Information Nondiscrimination Act and an expanded discussion of the use of concentration 
statistics in establishing adverse impact

•	 Addition	 of	 figures	 and	 supplement	 to	 the	measurement	 chapter	 (Chapter	 8)	 for	more	
 advanced treatment

•	 Addition	of	new	exercises	 throughout	 the	book	 including	 an	 Ivey	 job	offer	negotiation	
exercise in the instructor’s manual available free for users of this book

•	 Updated	citations,	statistics,	and	a	wide	variety	of	company	examples	throughout	the	text,	
including the examples of Google, P&G, QVC, Apple, PepsiCo, Deloitte, and Southwest 
Airlines

•	 Additional	material	on	outsourcing	as	a	sourcing	option
•	 Expanded	discussion	of	the	use	of	technology	throughout	the	staffing	process
•	 The	addition	of	information	on	current	sourcing	and	recruiting	tools	and	techniques	includ-

ing mobile career sites, Internet sourcing Web sites, and social media and networking sites 
including LinkedIn, Twitter, and Facebook

•	 Provision	of	new	and	additional	material	for	instructors	in	the	Instructor’s	Manual

This is a partial list of the changes in this edition. For a more detailed list please see New to This 
Edition below.

We treat staffing as an integrated process that begins with an understanding of a compa-
ny’s business strategy and continues through planning, sourcing, recruiting, selecting, negotiat-
ing, socializing, career planning, retaining, and transitioning the workforce. These stages enable 
organizations to meet hiring objectives and ensure that talent is in the right place at the right 
time. Although the book is research based, we include many company examples to illustrate the 
material. Strategic Staffing describes how to

•	 Develop	a	staffing	strategy	that	reinforces	business	strategy
•	 Forecast	talent	needs	and	labor	supply	and	plan	accordingly
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12 Preface

•	 Conduct	a	job	or	competency	analysis	and	a	job	rewards	analysis
•	 Strategically	source	potential	recruits
•	 Recruit	and	select	the	right	people
•	 Negotiate	with	and	hire	top	candidates
•	 Socialize,	deploy,	and	retain	talent
•	 Manage	turnover
•	 Use	staffing	metrics	and	conduct	staffing	system	evaluations
•	 Leverage	technology	throughout	the	staffing	system
•	 Integrate	the	staffing	system	with	the	other	human	resource	functions	of	training,	compen-

sation, and performance management
•	 Ensure	the	legal	compliance	of	the	staffing	system

New to the third editioN

Here is a chapter-by-chapter list of the changes in the third edition. Statistics have been updated 
throughout the book.

Chapter 1
•	 Added	discussion	of	the	potential	importance	of	hiring	an	exceptional	rather	than	an	aver-

age performer
•	 New	case	study	on	fictitious	Atlas	Corporation

Chapter 2
•	 New	examples	of	companies	including	P&G,	QVC,	Goldman	Sachs,	and	Google
•	 Updated	Web	site	addresses	for	staffing	related	standards	and	ethical	guidelines
•	 New	discussion	of	 performance	differences	 in	 different	 jobs	 and	 the	 implications	 for	 a	

high return on a staffing investment
•	 New	discussion	of	outsourcing	and	the	role	of	local	expertise	in	recruiting	globally

Chapter 3
•	 Updated	legal	information,	including	information	on	misclassifying	independent	contrac-

tors, the WARN Act, and the legal use of assessment test results
•	 Updated	statistics	and	examples	including	Goodwill	Industries	and	Best	Buy
•	 Expanded	discussion	of	the	Genetic	Information	Nondiscrimination	Act	of	2008
•	 Added	information	on	pay	discrimination
•	 Expanded	discussion	of	interpreting	concentration	data	in	establishing	disparate	impact
•	 New	case	study	on	Pfizer

Chapter 4
•	 New	opening	vignette	of	MITRE	Systems
•	 New	discussion	of	performing	an	organizational	analysis	to	identify	personality	attributes	

that support the organizational culture
•	 Updated	discussion	of	best	practices	in	writing	a	job	description
•	 New	examples	including	Red	Lobster	and	PWC
•	 Expanded	discussions	of	critical	incidents,	unstructured	interviews,	and	the	definition	of	

tasks in the task inventory job analysis approach
•	 New	material	on	interview	guides

Chapter 5
•	 New	opening	vignette	of	Black	Hills	Corporation
•	 New	examples	including	Saudi	Aramco,	FM	Facility	Maintenance,	UPS,	3M,	and	Con-way	

Freight
•	 New	discussion	on	identifying	critical	jobs
•	 New	discussion	of	legal	factors	influencing	labor	demand
•	 New	discussion	of	how	reducing	labor	expenses	as	a	cost	cutting	tool	can	backfire
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 Preface 13

•	 New	information	on	using	external	talent	networks	to	manage	temporary	skill	gaps
•	 New	information	on	the	use	of	“just	in	time”	staffing	and	its	implications

Chapter 6
•	 New	opening	vignette	featuring	McAfee
•	 New	discussion	and	examples	of	mobile	sourcing	and	recruiting
•	 New	examples	including	PepsiCo,	Accenture,	Facebook,	and	Microsoft
•	 Updated	examples	of	Internet	sourcing	Web	sites
•	 Expanded	discussion	of	Internet	sites	including	Glassdoor.com	and	sourcing	using	social	

media sites including Jobvite.com and LinkedIn.com
•	 New	discussion	of	best	practices	in	using	social	media	in	sourcing
•	 New	information	about	outsourcing	and	finding	freelancers
•	 Expanded	discussion	of	the	risks	of	prioritizing	applicant	quantity	over	quality
•	 New	case	study	of	Yahoo

Chapter 7
•	 New	opening	vignette	of	United	Parcel	Service
•	 New	examples	of	the	U.S.	Food	and	Drug	Administration,	GE,	IKEA,	and	Coca-Cola
•	 Expanded	discussion	of	global	recruiting	and	external	recruiting
•	 New	examples	of	the	use	of	technology	in	recruiting
•	 New	case	study	of	fictitious	company	Rock	Blocks

Chapter 8
•	 New	opening	vignette	of	Xerox
•	 New	discussion	of	the	meaning	and	implications	of	the	“big	data”	trend
•	 Added	a	discussion	of	evaluating	the	use	of	a	vendor’s	assessment	tool
•	 Updated	Excel	commands/formulas	for	computations

Chapter 9
•	 New	opening	vignette	of	Facebook’s	hiring	process
•	 New	discussion	of	involving	outside	stakeholders	in	the	hiring	process
•	 New	discussion	of	how	reactions	to	the	same	staffing	process	can	vary	across	national	cultures
•	 New	discussion	of	social	network	searches	and	best	practices
•	 New	information	about	using	customized	tests	to	assess	cognitive	ability
•	 Expanded	discussion	of	the	use	of	personality	assessments
•	 New	discussion	of	conducting	employment	interviews	over	the	Internet
•	 New	information	about	case	interviews,	graphology,	and	social	media	checks
•	 New	discussion	of	the	use	of	fake	references	and	information	about	using	online	software	

to conduct reference checks
•	 New	information	about	personality	or	other	attributes	that	contribute	to	failure	(“derailers”)
•	 New	information	about	the	best	use	of	criminal	history	checks
•	 New	 examples	 of	 Burger	 King,	 Bridgewater	 Associates,	 UBS,	 Deloitte,	 Google,	 and	

Southwest Airlines
•	 Two	new	video-based	Develop	Your	Skills	 exercises	 (all	 videos	 available	on	 the	 com-

panion	Web	site),	one	on	assessing	an	interviewer’s	errors	and	another	on	scoring	actual	
structured interviews

Chapter 10
•	 New	opening	vignette	featuring	Fluor
•	 New	company	examples	including	Caesar’s	Entertainment
•	 Expanded	discussion	of	the	Nine	Box	Matrix
•	 Updated	case	study	on	General	Electric

Chapter 11
•	 Expanded	discussion	of	starting	pay	policies
•	 New	discussion	of	Form	I-9
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•	 New	Ivey	job	offer	negotiation	exercise	available	in	the	Instructor’s	Manual	(free	with	use	
of	this	book)

•	 Updated	case	study	on	hiring	FBI	agents

Chapter 12
•	 New	company	examples	including	Intel,	QVC,	Sun	Microsystems,	and	Google
•	 Expanded	discussion	of	orientation	programs
•	 New	discussion	of	global	mobility
•	 Revised	information	about	best	practices	in	downsizing

Chapter 13
•	 New	company	examples	 including	Salesforce.com,	PNC	Financial	Services	Group,	and	

Southwest Airlines
•	 Expanded	discussion	of	using	technology	to	monitor	the	staffing	process	in	real	time	and	

to collect data to use in improving the staffing process
•	 New	information	about	key	staffing	metrics
•	 New	discussion	of	applicant	tracking,	HRIS,	and	cloud-based	recruiting	tools

Appendix–Chern’s Case
•	 Modified	the	description	of	Chern’s	to	be	a	men’s	and	women’s	department	store
•	 Revised	some	of	the	quantitative	information	in	the	case
•	 Clarified	the	optional	use	of	the	unstructured	video	interviews
•	 Clarified	some	of	the	instructions	based	on	user	feedback

We have also updated citations and references throughout the book so they are as current as pos-
sible. This edition continues to discuss modern strategic staffing theories and practices includ-
ing, for example, integrating staffing strategy with business strategy, aligning staffing with other 
human resource management functions, using technology in recruiting and staffing system man-
agement, downsizing strategies, and current legal issues. Of course, traditional staffing concepts 
including forecasting and planning, recruiting, assessment, and selection are covered as well. 
Throughout	the	book,	staffing	concepts	being	discussed	are	“brought	to	life”	through	organiza-
tional examples.

We also strive to develop staffing skills in addition to conveying staffing theories and con-
cepts. The Develop Your Skills feature in each chapter covers topics including job offer negotia-
tion tips, Boolean sourcing techniques, online résumé tips, and making your own career develop-
ment plan help translate the book’s concepts into real skills.

Book FeAtures

•	 We	provide	 learning objectives at the beginning of each chapter to provide an advance 
organizer of the material covered in the chapter.

•	 Each	chapter	leads	off	with	a	vignette describing a staffing challenge faced by a real orga-
nization. At the end of the chapter, the vignette concludes and integrates the relevant staff-
ing concepts used by the company to address the challenge.

•	 Every	chapter	has	a	Develop Your Skills feature that extends a topic in the chapter and 
develops a personal skill related to staffing.

•	 Discussion questions at the end of each chapter provide the opportunity to check under-
standing of chapter material.

•	 A	brief	case study at the end of each chapter encourages problem solving and the appli-
cation of chapter material by stimulating in-class discussions or focusing on individual 
solutions.

•	 Three interactive exercises at the end of each chapter bring the material to life. One exer-
cise is tied to the opening vignette, one is linked to the chapter’s Develop Your Skills 
feature, and one integrates the chapter’s staffing concepts with business strategy.

•	 A	book-long active learning project applies the breadth of the textbook material to a spe-
cific job in an organization. This active learning project develops strategic staffing skills in 
addition to developing tacit knowledge about the strategic staffing process.
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•	 A	book-long case study contained in the Appendix provides the experience of evaluating 
the staffing strategy and staffing system for sales associates in a hypothetical high-end 
retail store called Chern’s. The case also provides practice planning, budgeting, and evalu-
ating the return on the investment of the staffing choices made. Online videos accompany-
ing the case illustrate both structured and unstructured interviews and provide the experi-
ence creating an assessment plan, scoring job interviews, and making a hiring decision 
from among eight candidates.

•	 A	humorous	video is available online that illustrates what not to do in an interview.
•	 Eight	structured	and	eight	unstructured	interviews	of	eight	job	candidates	for	an	upscale	

department	score	available	for	use	with	the	Chern’s	case	(see	Appendix).	These	are	also	
available	for	standalone	use	as	examples	or	as	part	of	a	learning	activity	(all	videos	are	
available	online).

orgANizAtioN oF the Book

The book is broken into four sections.
Section	1,	“The	Staffing	Context,”	contains	Chapters	1	through	4.	Chapter	1,	“Strategic	

Staffing,”	considers	the	importance	of	staffing	for	organizational	success.	We	define	strategic 
staffing, explore the strategic staffing process, and discuss key staffing outcomes and goals. We 
describe and illustrate the difference between traditional and strategic staffing and highlight the 
impact staffing can have on the other human resource management functions.

Chapter	 2,	 “Business	 and	 Staffing	 Strategies,”	 covers	 how	 the	 organization’s	 business	
strategy and competitive advantage influence the organization’s human resource strategy, as 
well as the organization’s talent strategy and philosophy. We discuss how business strategy and 
competitive advantage connect with human resource strategy and the organization’s talent strat-
egy and philosophy. This chapter also explains how staffing can create value for a firm, and 
introduces the various strategic staffing decisions that must be made during any staffing effort.

Chapter	3,	“The	Legal	Context,”	describes	the	legal	environment	in	which	staffing	must	
operate. Laws and regulations are changing yet they play an important role in determining how 
an organization recruits, hires, promotes, and terminates employees. We discuss specialized 
employment relationships, such as independent contractors and temporary workers, and sum-
marize relevant laws and regulations. We describe legal theories including negligent referral 
and negligent hiring, and discuss barriers to legally defensible recruiting and hiring. We address 
current topics, such as definitions of applicant in an Internet world.

Chapter	 4,	 “Strategic	 Job	 Analysis	 and	 Competency	 Modeling,”	 covers	 job	 analysis,	
future-oriented job analysis, job rewards analysis, and competency modeling. We discuss the 
linkage between business strategy and employee competencies, styles, and traits. We present 
a basic job analytic technique applicable to most jobs that is also appropriate for the book-long 
active learning project.

Section	2,	“Planning,	Sourcing,	and	Recruiting,”	addresses	the	identification,	attraction,	and	
recruitment of job applicants in addition to staffing planning. Because people who never apply for 
a position cannot become employees, sourcing and recruiting qualified and interested applicants 
is a critical step in the strategic staffing process. This section contains Chapters 5 through 7.

Chapter	5,	“Forecasting	and	Planning,”	describes	how	organizations	derive	business	fore-
casts that are then translated into estimates of future labor demand. Labor supply forecasts are 
also made, and when combined with labor demand estimates, they help to identify where the 
organization needs to focus attention to ensure that it has the right talent in the right place at the 
right time. We present techniques for forecasting labor supply and labor demand, action plan-
ning, and discuss issues regarding the planning of a recruiting and hiring initiative.

Chapter	 6,	 “Sourcing:	 Identifying	Recruits”	 discusses	 applicant	 sourcing,	 or	 the	 identi-
fication and attraction of recruits, including the use of different types of Internet searches. We 
describe many different recruiting sources and discuss how to develop a sourcing plan and eval-
uate recruitment source effectiveness.

Chapter	7,	“Recruiting,”	describes	employer	branding	and	image,	and	the	importance	of	
addressing applicant reactions. Methods of targeting recruits, crafting an effective recruiting 
message, and persuading people to apply for jobs are described. We also discuss considerations 
in choosing the appropriate form and content of the recruiting message.
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Section	3,	“Selecting,”	covers	the	assessment	of	job	candidates	and	the	evaluation	of	their	
fit with the job and organization. This section contains Chapters 8 through 10.

Chapter	8,	“Measurement,”	describes	some	of	the	issues	regarding	candidate	assessment.	
The concepts of central tendency, variability, scatter plots, correlation, regression, and practical 
and statistical significance are introduced along with explanations of reliability, validity, and 
validity generalization. The material in this chapter provides the foundation for some of the 
material in Chapters 9 through 13.

Chapter	9,	“Assessing	External	Candidates,”	discusses	methods	of	assessing	the	qualifica-
tions of external job candidates. We review interviews, work samples, personality testing, cogni-
tive ability testing, and other methods, and describe their effectiveness.

Chapter	10,	 “Assessing	 Internal	Candidates,”	discusses	methods	of	 assessing	 the	quali-
fications of employees being considered for a different position in the company. Performance 
reviews, the GE nine box method, and peer and supervisor ratings are some of the methods 
reviewed.

Strategic staffing involves the movement of employees into and through an organiza-
tion.	Section	4,	“Managing	the	Staffing	System,”	covers	the	final	choice	and	socializing	of	new	
employees, including the negotiation and hiring process. This section also discusses managing 
the flow of talent through the organization using career planning and succession planning, and 
by conducting separations, such as layoffs, terminations, and downsizing. We describe the use 
of technology in the staffing process, managing employee retention, and the evaluation of the 
staffing process. This section contains Chapters 11 through 13.

Chapter	 11,	 “Choosing	 and	 Hiring	 Candidates,”	 describes	 the	 process	 of	 deciding	
which	 job	 candidate(s)	 should	 receive	 job	 offers,	 subsequently	 negotiating	 those	 offers,	
and socializing new hires. Methods of combining candidate assessment scores into a single 
score that can be used to compare candidates are described. We describe candidate choice 
 methods including banding, ranking, cut scores, and grouping. We discuss tactics for negoti-
ating  hiring agreements and persuading job offer recipients to join the company, along with 
inducements. The perspectives of both the candidate and the organization on the negotiating 
process are considered.

Chapter	 12,	 “Managing	Workforce	Flow,”	 discusses	 the	management	 of	 talent	 through	
the organization, including new hire socialization, career planning, succession planning, and 
leadership development. Separation decisions, such as layoffs, terminations, and downsizing, are 
also reviewed. The chapter also covers different types of turnover, the causes of turnover, and 
methods of retaining valued talent.

Chapter	 13,	 “Staffing	 System	 Evaluation	 and	 Technology,”	 covers	 the	 importance	 of	
evaluating a staffing system’s effectiveness. We cover other metrics and evaluation methods 
in other chapters when appropriate. We describe the staffing system evaluation process and 
 present specific staffing system metrics. This chapter also discusses the ways in which technol-
ogy has changed and shaped strategic staffing systems. Technology can enable strategic execu-
tion, and many organizations are leveraging technology, such as applicant tracking systems, to 
enhance their recruitment and selection efforts. Internet recruiting, the role of a company’s own 
Web site, résumé screening software, and HRIS systems are discussed. Use of technology as an 
aid to collecting data that can be used to evaluate the effectiveness of a staffing system is also 
covered.

teAChiNg ANd LeArNiNg support

Strategic Staffing continues to be supported with an extensive supplement package for both stu-
dents and faculty.

instructor resource Center
Instructors can access a variety of supplements available with this text in downloadable, digital 
formats by visiting www.pearsonglobaleditions.com/Phillips.

To obtain access to our Instructor’s Resource Center please contact your local Pearson 
sales representative who will assign you your access code. As a registered faculty member, you 
can log in directly to download resource files, and receive immediate access and instructions for 
installing Course Management content to your campus server.
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Our dedicated Technical Support team is ready to assist instructors with questions about 
the media supplements that accompany this text. Visit http://247pearsoned.custhelp.com for 
answers to frequently asked questions and toll-free user support phone numbers.

instructor’s Manual
•	 Includes	interviewing,	résumé,	negotiation,	and	firing/layoff	tips
•	 Includes	an	Ivey	job	offer	negotiation	exercise	available	free	with	the	use	of	this	book	(the	

exercise	is	in	the	Instructor’s	Manual)
•	 Includes	new	computation	instructions	for	the	supplement	in	Chapter	8
•	 Provides	a	“User’s	Guide”	for	managing	the	Chern’s	case	and	for	using	associated	inter-

view videos
•	 Provides	support	for	Chern’s	assessment	data	(located	on	Companion	Web	site)	for	easy	

cut-and-paste response to students

test item File
This Test Item File contains multiple-choice, true/false, and essay questions. Each question is 
followed by the correct answer, the learning objective to which it correlates, AACSB category, 
question	type	(concept,	application,	critical	thinking,	or	synthesis),	and	difficulty	rating.	It	has	
been thoroughly reviewed by assessment experts.

testgen
Pearson Education’s test-generating software is available on www.pearsonglobaleditions.com/
Phillips. The software is PC compatible and preloaded with all of the Test Item File questions. 
You can manually or randomly view test questions and drag and drop to create a test. You can 
also add or modify test-bank questions as needed.

powerpoints
This edition offers accompanying PowerPoint presentations. The PowerPoint presentations offer 
helpful instructional support by highlighting and clarifying key concepts. The PowerPoints are 
available for download from www.pearsonglobaleditions.com/Phillips.

Companion website
The	companion	website	(www.pearsonglobaleditions.com/Phillips)	contains	a	data	set	for	Chapter	
8 as well as corresponding exercises. A video on how NOT to conduct an interview is also available 
as	well	as	the	eight	structured	and	eight	unstructured	interviews	(each	3	minutes	or	less)	of	eight	
job candidates for an upscale department store. Faster streaming of interview videos facilitates an 
improved viewing experience over previous editions. To access the content on the companion web-
site, please use the access code which has been bound into the front of the student’s text. Instructors 
can gain access by using their log in information to the Instructor’s Resource Center.

Coursesmart* etextbook
CourseSmart eTextbooks were developed for students looking to save on required or recommended 
textbooks. Students simply select their eText by title or author and purchase immediate access to 
the content for the duration of the course using any major credit card. With a CourseSmart eText, 
students can search for specific keywords or page numbers, take notes online, print out reading 
assignments that incorporate lecture notes, and bookmark important passages for later review.

reviewers

We would like to thank the terrific panel of reviewers whose many comments and suggestions 
improved the book:

Kalyan Chakravarty, California State University–Northridge

Scott L. Boyar, University of Alabama at Birmingham

*This product may not be available in all markets. For more details, please visit www.coursesmart.co.uk or contact your 
local Pearson representative.
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Kannu Sahni, University of Pittsburgh

George H. Bernard, Seminole State College of Florida

Howard J. Klein, Ohio State University

Debbie L.Mackey, University of Tennessee

Carl J. Blencke, University for Central Florida

We would like to thank our sons, Ryan and Tyler, for their patience and support while we 
wrote this book. We dedicate it to them and could not have done it without the joy and inspira-
tion they give us. We also gratefully acknowledge the superb Pearson team for their contribu-
tions to this revision. Kris Ellis-Levy, Sarah Holle, and Meghan DeMaio were true partners in 
the effort. Pete Troost and Hébert Peck of Rutgers University’s iTV Studio did a terrific job 
shooting and producing the interview videos. We thank J. Allen Suddeth for his skill in casting 
and directing the video, and Beth Wicke for her efforts in assembling and motivating a terrific 
cast. We also appreciate the talented engineering work of Alex Fahan, Thomas Sanitate’s sound 
expertise, Steve Barcy’s skilled camera work, and Debra Andriano’s administrative help. We 
appreciate Rutgers University’s Eric Polino and Jim Drumheller for allowing us to use their 
interview bloopers video in conjunction with this book. We also thank the many people who 
shared their stories and staffing tools and allowed us to include them for your benefit.

We firmly believe that learning should be fun and not boring, and wrote the book with this 
goal in mind. The information in this book can not only help you to staff more effectively but 
by understanding the hiring process it can help you to secure a better job as well. We hope you 
enjoy reading it, and welcome your feedback at phillipsgully@gmail.com!

Jean Phillips and Stan Gully

Pearson would like to thank and acknowledge Bhavani Ravi, HR consultant, for her contribu-
tions	to	the	Global	Edition.	Pearson	would	also	like	to	thank	Anushia	Chelvarayan	(Multimedia	
University),	Bindu	Chhabra	(International	Management	Institute),	and	Nilanjana	Sinha	(NSHM	
Business	School)	for	reviewing	and	providing	suggestions	that	helped	in	improving	the	Global	
Edition.
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Chapter 1
Strategic Staffing

Learning Objectives

After studying this chapter, you should be able to: 
◾	 Understand why staffing is critical to an organization’s performance.
◾	 Define strategic staffing and contrast it with less strategic views of staffing.
◾	 Describe the seven components of strategic staffing.
◾	 Understand staffing goals.
◾	 Describe how staffing influences and is affected by the other functional areas of human resource 

management.

Outline

Improving Store Performance at Caribou Coffee
The Staffing Context
Defining Strategic Staffing
How Strategic Staffing Differs from Traditional Staffing
The Components of Strategic Staffing

Workforce Planning
Sourcing and Recruiting Talent
Selecting Talent
Acquiring Talent
Deploying Talent
Retaining Talent
Matchmaking Process

The Goals of Strategic Staffing
Identifying Staffing Goals
Evaluating the Staffing System

Integrating the Functional Areas of Human Resource Management
Develop Your Skills: Internet Staffing Resources
Training
Compensation
Performance Management
Career Development and Succession Management

The Organization of This Book
Improving Store Performance at Caribou Coffee
Summary

21
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22	 Chapter	1	 •	 Strategic	Staffing

People’s efforts, talents, knowledge, and skills matter to organizations. If you don’t believe this 
is true, then fire all your organization’s employees and replace them with cheaper labor. Few 
successful organizations would accept this challenge because they understand that their people 
are the key to their performance and survival. A competitive advantage is something that a com-
pany can do differently from its rivals that allows it to perform better, survive, and succeed in its 
industry. Sometimes an organization’s competitive advantage is defined by its technology. Other 
times, innovative product lines, low-cost products, or excellent customer service drive competi-
tive advantage. In each case, the company’s employees create, enhance, or implement the com-
pany’s competitive advantage.

How do people make a difference? At companies like Facebook and Google, key technol-
ogy is devised, implemented, and updated by the people who create and use it. Employees at 
Apple Computer, Pfizer, and 3M create and sell new and innovative product lines. Employees 
identify and implement the manufacturing system improvements that create low-cost, high- 
quality automobiles at Hyundai. Finally, the service at Starbucks is all about employee–customer 
interactions and experiences. In each of these cases, employees influence and implement the key 
drivers of the success of the business. Depending on the business, it may be true that the deci-
sions made by marketing, finance, R&D, or some other department are the most impactful for a 
company. But all business decisions are made by employees. Hiring and retaining only mediocre 
talent is likely to result in mediocre decisions and performance. Moreover, bad hires can be 
very costly to organizations in terms of revenue or productivity losses, legal issues, and lowered 
employee morale and client relationships.3

Effective staffing is the cornerstone of successful human resource management—it lays the 
foundation for an organization’s future performance and survival. Why is it so important? Staffing 
is important because its outcomes determine who will work for and represent a company, and what 
its employees will be willing and able to do. As a result, staffing influences the success of future 
training, performance management, and compensation programs as well as the organization’s abil-
ity to execute its business strategy. Perhaps no other single activity has the potential to have as great 
an impact on employees’ capabilities, behaviors, and performance as identifying and obtaining the 
talent that the organization will ultimately use to produce its products or services. For some jobs, 
the performance difference between an average and an exceptional performer can be quite high. 
For example, because Google knows that an exceptional technologist’s performance is as much as 
300 times higher than that of an average one, it is willing to invest heavily in sourcing, recruiting, 
and hiring top technical talent.4 Many successful companies give employee recruitment, reten-
tion, and motivation the same high-level attention as their other core business functions, such as 
marketing, finance, and research and development. Research has confirmed that staffing practices 
are positively related to both profitability and profit growth.5 Effective staffing can also enhance 
the performance of an organization’s shares in the stock market. A survey by a large consulting 

Improving Store Performance at Caribou Coffee

After establishing their first coffee house in 1992, Caribou Coffee Company cofounders John and 
Kim Puckett quickly grew the company. Headquartered in Minneapolis, Minnesota, Caribou Coffee 
Company is now the nation’s second largest specialty coffee company with almost 500 company-
owned stores and over 6,000 employees.1 The company also sells its coffee, equipment, and other goods 
through the Caribou Coffee Web site and various retail partners.

Caribou’s leaders logically assumed that customer service was the reason customers returned to their 
stores. This made sense, particularly given the company’s emphasis on the customer service skills of 
all of its employees, including district managers who were responsible for eight to fourteen locations. 
But the fact that store success varied more across district managers than within a single district man-
ager’s stores created a puzzle: If there was an across-the-board focus on customer service, why was the 
performance of each district manager’s stores so similar, but the performance of each district manager 
different? Did the higher-performing district managers communicate more effectively to customers and 
associates? Were they better at developing employees? What exactly accounted for the difference?2

Imagine that Caribou Coffee approaches you for ideas as to what its highest-performing district 
managers must be doing or offering to consistently outperform the others. After reading this chapter, 
you should have some good ideas.
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firm found that a strong staffing function led to greater shareholder return. In particular, companies 
that had a clear idea of whom they wanted to hire and that judged applicants against clear criteria 
outperformed companies with weaker staffing functions.6

By collaborating with hiring managers and influencing the flow of talent into, through, and 
out of an organization, staffing professionals play an important strategic role in organizations. 
Effective staffing requires a partnership between hiring managers and staffing professionals in 
the human resource management department. Staffing professionals bring expertise to the work-
force planning and staffing processes, including evaluating what a job requires; identifying what 
competencies, skills, personalities, and so forth, are required for job success; and assessing those 
characteristics in job applicants. As the expert in the job itself, the hiring manager provides input 
throughout the process and typically makes the final hiring decision after the staffing specialist 
generates and screens a much larger pool of applicants. In addition to promoting the goals of 
their firms, staffing professionals promote the goals of society by helping match people with jobs 
and organizations in which they are able to be successful and happy.

This chapter begins with an explanation of the context in which staffing operates, followed 
by a definition of strategic staffing. We then discuss how strategic staffing is different from less 
strategic ways of looking at staffing, what strategic staffing entails, and why it matters. We then 
describe the importance of integrating staffing with the other areas of human resource manage-
ment (i.e., training, compensation, performance management, career development, and succession 
management). Finally, we explain our plan for the rest of the book and describe some of the core 
ideas that we will present in each chapter. After reading this chapter, you should understand why a 
company’s staffing practices must be consistent with its business strategy and with the other areas 
of human resource management if they are to support the larger goals of the organization.

The STaffing ConTexT

There are almost 6 million employers in the United States,7 employing anywhere from one to 
hundreds of thousands of people. Over 143 million jobs existed in the United States in May of 
2013.8 Millions of employees are hired or separated every month, making staffing a multibillion-
dollar business.9

Many forces in an organization’s environment influence its staffing activities. For exam-
ple, as globalization expands, companies are increasingly searching the world for talent. This 
has resulted in greater competition for top talent and has made it more difficult for firms to hire 
the best workers. Global competition for a firm’s products and services also influences staff-
ing because the increased competition can lower the company’s profit margins and leave fewer 
 resources available for its staffing activities.

Technological changes have also dramatically influenced the ways in which firms hire and 
manage their employee relationships. Technology has made it easier for firms to track and develop 
their employees’ skills as well as recruit and hire new employees. The Internet and mobile technolo-
gies have changed the way organizations recruit and hire, and changed the ways many people now 
look for jobs. Similarly, database software systems have greatly facilitated the staffing evaluation 
process, making it easier to evaluate a staffing system and address any underperforming parts.

Many different legal and societal forces shape firms’ staffing activities, too. For example, 
firms face antidiscrimination laws and laws that hold them responsible for the damaging actions 
of their employees if they fail to exercise reasonable care in hiring them. Applicants responding 
negatively to a firm’s recruiting or selection methods, employees demanding greater work-life 
balance, or customers no longer buying the products of a firm that lays off domestic workers and 
hires cheaper labor abroad can influence a firm’s future staffing choices as well.

Together these forces drive the way organizations identify, attract, assess, and integrate 
talent into the workforce. talent management is the implementation of integrated strategies 
or systems designed to increase workplace productivity by developing improved processes for 
attracting, developing, retaining, and utilizing people with the required skills and aptitude to 
meet current and future business needs.10 As one expert put it, “The ability to execute business 
strategy is rooted in the ability to attract, retain, and develop key talent. Successful talent man-
agement creates the most enduring competitive advantage. No company can afford to be unpre-
pared for both the best and worst of times.”11 This book addresses the role that staffing can play 
in the talent management process.

tAlent mAnAgement

attracting, developing, retaining, and 
utilizing people with the required skills 
and aptitudes to meet current and 
future business needs
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Defining STraTegiC STaffing

strategic staffing is the process of staffing an organization in future-oriented, goal-directed 
ways that support the business strategy of the organization and enhance its effectiveness.12 This 
involves the movement of people into, through, and out of the organization.

This definition differs from the way companies often staff themselves. For example, too 
many organizations still fill a job opening by putting the same job announcement they have been 
using for years in one or two recruiting sources, such as a job board or newspaper, and make a 
hiring decision based on a gut feeling they get during an interview. In other words, they don’t put 
sufficient thought or planning into hiring in the way that best helps the firm execute its business 
strategy with an eye toward the future.13 The focus of strategic staffing is the integration of staff-
ing practices with business strategy and with the other areas of human resource management to 
enhance organizational performance.

how STraTegiC STaffing DifferS from TraDiTional STaffing

A strategy is a long-term plan of action to achieve a particular goal. Traditional staffing tends 
to focus on quickly and conveniently filling an opening rather than on aligning the staffing 
effort with the long-term strategic needs of the organization. By contrast, strategic staffing 
entails both short- and long-term planning. The process involves acquiring, deploying, and 
retaining the right number of employees with the appropriate talents to effectively execute this 
strategy, focusing on maximizing return on investment rather than simply minimizing costs. 
When done strategically, staffing can enable a company to acquire a sustainable competitive 
advantage that allows it to successfully fulfill its mission and reach its goals. To illustrate what 
we mean by strategic staffing and how it differs from “less strategic” ways of thinking about 
staffing, let’s consider how two hypothetical organizations fill job openings. The first company, 
Treds, has a less-strategic staffing process.

As the store manager of Treds, a popular shoe store in a local shopping mall, Ron knows he cannot 
afford to be understaffed during the upcoming holiday season. As soon as his assistant manager, Sandy, 
tells him she is quitting, Ron reaches into his file drawer and pulls out the job description (description 
of the job requirements) and person specification (description of the qualifications and competencies 
required of a person performing the job description) he used to hire her two years earlier. He quickly 
scans it, decides that it would be all right to use it again without making any changes, and forwards it to 
his regional manager along with a job requisition to get permission to hire a replacement.

When Lee, who is in Treds’s human resource department, receives the approved job requisition and 
job description from Ron’s boss, she checks how the company typically finds assistant managers. She sees 
that when it last hired an assistant manager, the firm posted an ad in the local paper. Lee can’t tell from 
the company’s records how many people had applied after seeing the ad. However, she decides that if it 
worked before, it should work again. So, she places the same “help wanted” ad in the store’s local paper.

After two weeks, seven people have responded to the recruitment ad and submitted their résumés. 
Three of them lack the previous retail experience Lee sees as a minimum qualification for the position. 
After reading the other four résumés, Lee sets up telephone interviews with all four of them. She never 
gets back to the three applicants who lack retail experience to let them know that they are not being 
considered further.

After interviewing the four candidates over the phone about how interested they are in the job 
and confirming they have appropriate education and experience, Lee decides that three of them merit 
an interview and schedules them to meet with Ron at the store. At that point, Lee does not let the 
rejected candidate know that she is no longer being considered for the position.

Ron asks the three candidates individually about their work history and what they are looking for 
from the job and decides to hire Alex. Alex seems eager to start as soon as possible. Although he doesn’t 
have a lot of retail management experience, Ron hopes he will be able to learn quickly on the job even 
though Treds doesn’t have a formal training program. Alex receives a job offer contingent upon his 
passing a drug test and background check. After the background report and drug tests come back favor-
ably, Alex accepts the job offer.

Ron sends Alex a copy of Treds’s policy manual and schedules, and he reports to work the 
 following Monday. The other finalists are not informed that the position has been filled until they call 
Ron to follow up.

strAtegy

a long-term plan of action to achieve a 
particular goal

strAtegic stAffing

the process of staffing an organization 
in future-oriented, goal-directed ways 
that support the business strategy 
of the organization and enhance its 
effectiveness
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The second company, Soles, illustrates a better strategic staffing process.

Amy, the manager of popular shoe retailer Soles, has to replace her departing assistant manager, Ken, 
who has worked with her for the past two years. To be prepared for the upcoming holiday season, Amy 
would like to replace Ken as quickly as possible. She sets aside some time in her busy day to think about 
what she needs in an assistant manager.

Amy goes to her computer and reviews the job description she used when hiring Ken two years ago. 
“It is a good description of the job,” she thinks, “but it seems like something is missing.” Amy thinks 
about how the store’s competitive landscape has changed over the past few years. When she first started 
working at Soles four years ago, there was only one other shoe retailer in the mall in which it is located. 
Now there are five, and two of them offer lower prices on shoes that compete with some of Soles’s key 
product lines. Amy knows that her company can’t lower its prices, but she feels that if her store offers 
excellent customer service, her customers will be willing to pay higher prices for her store’s shoes. Also, 
Soles is planning to move all store transactions to tablets rather than the fixed register stations, so having 
an assistant manager with technological skills would also be useful.

Amy calls her human resource representative, Mike, to get some assistance in analyzing what her 
new assistant manager should be able to do. After performing a job analysis and determining what the 
job requires, Amy sends a revised job description to her regional manager along with a job requisition 
to get permission to hire a replacement.

After receiving hiring approval, Mike gives some thought to the qualifications and competencies 
Amy listed for the position. He tries to figure out where people with those qualifications might be so that 
he can find a way to let them know about the job opportunity. Mike realizes that the company’s salary 
is competitive with the other stores in the mall but not different enough to attract applicants. He thinks 
about the other aspects of the job that could appeal to a talented potential recruit. The company has 
good benefits, a good performance assessment and training program, and tries to promote from within. 
Although he probably won’t be able to hire a very experienced assistant manager in light of the salary 
he can offer, the opportunity should appeal to someone with at least some experience—someone who 
would like to advance through Soles’s managerial ranks.

Mike reviews the data about how the company has been most successful in hiring past assistant 
managers. He then brainstorms with Amy about where they might find qualified and interested people. 
He also decides to visit some of the other stores in the mall to evaluate their employees and see if any 
of them might be suited for the job. While at the stores, he pays  particular attention to how the assistant 
managers there interact with customers and evaluates the strength of their customer service skills. In 
addition, Mike posts a job advertisement on the job board of a local college that offers a degree in fash-
ion design. The ad emphasizes that Soles is searching for someone with managerial experience, fashion 
knowledge, technological skills, and excellent customer service skills.

Within two weeks, Mike has recruited five promising mall employees to apply for the position and 
received 15 applications from the college’s job board. He screens the résumés for retail and managerial 
experience, and identifies three mall employees and seven candidates from the college who appear to 
be promising candidates. He immediately sets up phone meetings with all ten of them, and asks them 
each a series of questions designed to assess their knowledge of retail management and their customer 
service orientation. He then evaluates their answers and invites five of them to take a written test that 
assesses their management skills and intellectual curiosity (which the company has identified as being 
related to better customer interactions, service performance, and continuous learning on the job). The 
five applicants who are not being considered further are sent a letter thanking them for their interest in 
the position and explaining that they are not being considered further.

During the testing phase, the five candidates are given instructions and asked to perform several 
timed tasks using the Internet. Mike then shows them around the company’s regional headquarters and 
answers their questions about the company and the job opportunity. He schedules the three top scorers 
to meet with Amy at the store, and calls the other two to let them know that they are no longer being 
considered for the position.

Amy goes online to the company’s hiring resource center and downloads a series of questions the 
company has developed to assess the competencies needed for the job and some questions the company 
uses to assess customer service skills. She completes the brief online training refresher module on con-
ducting and scoring the interviews, and meets with the three candidates. She finds all three impressive 
but feels that Jose is most qualified for the position. After passing a drug test and background check as 
well as some additional screening, Jose accepts the job.

Before Jose works in the store, he reviews the company’s policies online and receives a copy of the 
store’s policy manual. He is introduced to the assistant managers at several other Soles locations, given 
their contact information, and encouraged to call them if he has any questions about the job. Amy meets 
with Jose to review the company’s performance expectations and answer any questions he has. She also 
schedules him to work with her for a few shifts to help him quickly learn his new job.
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Mike contacts the other two finalists to let them know that although they did not get the job, he feels 
that they would be very competitive for other assistant manager positions. He then asks if they would 
be interested in being considered for other job opportunities that come up in the next few months. Mike 
knows that the turnover of assistant managers is typically 20 percent a year. Consequently, he expects 
the company to have three more openings in nearby stores within a month or two. The two finalists say 
yes, giving Mike two very strong candidates for his next openings.

Mike then ensures that the data on each of the job applicants is successfully entered into Soles’s 
staffing evaluation database, including the recruiting source that produced them, and whether they were 
hired or not. He knows that this will be useful for future recruiting purposes.

Which company is likely to perform better as a result of its staffing process? Good strate-
gic staffing systems incorporate the following:

•	 Longer-term	planning
•	 Alignment	with	the	firm’s	business	strategy
•	 Alignment	with	the	other	areas	of	human	resources
•	 Alignment	with	the	labor	market
•	 Targeted	recruiting
•	 Sound	candidate	assessment	on	factors	related	to	job	success	and	longer-term	potential
•	 The	evaluation	of	staffing	outcomes	against	preidentified	goals

Clearly, this better describes Soles’s staffing process.
Both companies would say they engage in the staffing process as mapped in Figure 1–1. 

Both planned, decided where to advertise the job opening, recruited applicants, and selected who 
should receive a job offer, but clearly they did so in very different ways. Mike’s decision to seek 
out local college students was aligned with his need to hire people with fashion knowledge and 
a willingness to learn, and who likely have retail experience. Getting back to rejected applicants 

figure 1-1 A Flowchart of the Staffing Process
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to let them know that they are no longer being considered helps keep them feeling positive about 
the company so they will be willing to shop at Soles and apply for jobs with it again in the future.

Figure 1–1 illustrates the general staffing process and identifies whether the applicant, 
human resource department, or hiring manager is responsible for each stage. The staffing process 
begins when a hiring manager determines there is a need for a position, which could be due to 
turnover or the creation of a new job. If necessary, the human resource department conducts a job 
analysis, and the hiring manager gets a job requisition approved that authorizes him or her to fill 
the position. Human resource personnel then recruit appropriate applicants and advertise the job 
opportunity. Applicants apply for the job, and the human resource department screens them to 
identify those to consider further. By further assessing the remaining candidates, the department 
screens out applicants who are a poor fit for the job and identifies the finalists for the position. 
The hiring manager subsequently interviews them and determines who should receive the job 
offer. The firm then makes a job offer contingent upon the candidate passing any background 
check, drug test, or other tests. If that candidate turns down the offer or fails to pass the assess-
ment, another candidate receives a contingent job offer until someone is hired. The organization 
begins socializing the new employee to familiarize him or her with the job and the organization 
and to help the new employee become productive as quickly as possible.

Companies also differ in how proactively they manage their existing workforce. Software 
company SAS developed an employee retention program that crunches data on the skills, pro-
files, studies, and friendships of employees who have quit in the past five years and then finds 
current employees with similar patterns. Another SAS program identifies the workers most 
likely to experience accidents.14

Our goal in this book is to help you understand how to design and better strategically exe-
cute the staffing process in ways that will lead to higher-quality staffing decisions and enhanced 
organizational performance. We will not only describe the strategic staffing process, but also 
discuss how to make it more effective in helping a firm meet its goals. When we use the term 
staffing in this book we are referring to strategic staffing.

The ComponenTS of STraTegiC STaffing

There are seven staffing activities that, if done well strategically, create a staffing system that 
 supports business strategy and organizational performance. The seven activities are planning, sourc-
ing, recruiting, selecting, acquiring, deploying, and retaining talent. Table 1–1 summarizes how each 
of the seven is important strategically. We next discuss each of these seven activities in more detail.

workforce planning

Workforce planning is the process of predicting an organization’s future employment needs 
and assessing its current employees and the labor market to meet those needs. This means that 
the firm’s managers and HR personnel have to evaluate the company’s current lines of business, 
new businesses it will be getting into, lines of business it will be leaving, and the gaps that exist 

workforce plAnning

the process of predicting an 
organization’s future employment 
needs and the availability of current 
employees and external hires to meet 
those employment needs and execute 
the organization’s business strategy

Table 1-1  Seven Components of Strategic Staffing

 1. Workforce Planning: strategically evaluating the company’s current lines of business, 
new businesses it will be getting into, businesses it will be leaving, and the gaps 
between the current skills in the organization and the skills it will need to execute its 
business strategy

 2. Sourcing Talent: locating qualified individuals and labor markets from which to recruit
 3. Recruiting Talent: making decisions and engaging in practices that affect either the 

number or types of individuals willing to apply for and accept job offers
 4. Selecting Talent: assessing job candidates and deciding who to hire
 5. Acquiring Talent: putting together job offers that appeal to chosen candidates, and 

persuading job offer recipients to accept those job offers
 6. Deploying Talent: assigning people to appropriate jobs and roles in the organization 

to best utilize their talents
 7. Retaining Talent: keeping successful employees engaged and committed to the firm
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between the current skills of its workforce and the skills the workforce will need in the future. 
For example, if a manufacturing business is planning to expand, then it will likely need to hire 
more people in areas like sales and production. If the company is planning to automate some of 
its production activities, then it will likely need fewer employees, but the employees it already 
has may need new skills related to the new technologies.

Workforce planning usually involves the joint efforts of both the hiring manager and 
a staffing specialist. The staffing specialist looks at the organization’s forecasted business 
activities and determines the number and types of people needed by the organization. The 
staffing specialist then uses the organization’s business strategy to specify further the com-
petencies and talents the organization will need to execute its business strategy. To plan for 
expected job openings, the staffing specialist assesses both the organization’s current employ-
ees and the external labor market of potential new hires to gauge the availability of desired 
talent. The specialist then secures the resources needed to engage in an appropriate staffing 
effort. After working with the hiring manager to identify the talent profiles most appropriate 
for an open position, the staffing specialist develops recruitment and selection strategies to 
obtain the desired talent.

Without first identifying the competencies and behaviors the firm needs to execute 
its business strategy, it is difficult, if not impossible, to develop effective recruiting, staff-
ing, and retention plans to meet those needs. Identifying and securing necessary resources, 
 delegating responsibilities, and creating a timeline are also important outcomes of the plan-
ning stage. Planning activities can be short-term and focus on an immediate hiring need, or 
long-term and focus on the organization’s needs in the future. Workforce plans are more 
strategic if they better address both the firm’s short- and long-term needs. The plans can also 
address how a firm will address demographic issues, such as an aging workforce and diver-
sity issues.

Sourcing and recruiting Talent

sourcing is a component of recruiting that focuses on locating qualified individuals and labor 
markets from which to recruit. For example, a sourcing specialist responsible for identifying 
potential applicants for pharmaceutical sales representative positions may learn that experi-
enced nurses make excellent pharmaceutical salespeople because of their ability to communicate 
with physicians, and persuade them to prescribe the firm’s drugs. The sourcing specialist then 
 identifies where nurses can be found and how best to reach them, perhaps by placing recruiting 
advertisements in nursing publications.

recruiting refers to all organizational practices and decisions that affect either the number 
or types of individuals willing to apply for and accept job offers.15 Recruiting is how firms of all 
sizes generate a sufficiently large group of applicants from which to select qualified individu-
als for available jobs.16 Sourcing focuses on identifying desirable people and finding ways to 
reach them; recruiting converts these people into actual applicants. Many organizations consider 
sourcing to require different skills than recruiting. Consequently, they hire both sourcing spe-
cialists and recruiting specialists. Because people who don’t apply can’t be hired, sourcing and 
recruiting are critical to an effective staffing effort.

Recruiting practices include evaluating which recruiting sources generate greater propor-
tions of high-performing employees who do well in their jobs17 and improve the firm’s perfor-
mance.18 A firm’s recruiters, their behavior, the messages they send, and the sources from which 
they recruit affect whether people choose to become or remain applicants of the firm and accept 
its job offers.19 The primary goal of recruiting is to get the right people interested in working for 
an organization or in a specific job, persuade them to apply for it, and then ultimately accept the 
job offer if it’s extended.

If recruiting is done poorly, few people will apply for a job with the company, and more of 
those who do apply will drop out of the hiring process. In other words, organizations that disrespect 
job candidates or who fail to meet their information-gathering needs during the recruiting process 
will be less able to hire them. As a result, more of the company’s job offers will be rejected, and the 
people who end up being hired might not be as committed to the job or the company as they would 
if a better recruiting job had been done. Moreover, applicants with a bad recruiting experience are 
likely to tell others about it, making it harder for the organization to recruit people in the future. 

sourcing

locating qualified individuals and 
labor markets from which to recruit

recruiting

all organizational practices and 
decisions that affect either the number 
or types of individuals willing to apply 
for and accept job offers
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Because they are unlikely to apply for future jobs with the company, the company is likely to lose 
the opportunity to hire unhappy current job applicants for future jobs as well.

Both organizations and individuals use a screening process when forming an employment 
relationship. Applicants can select themselves out of consideration for a job at any time. It is 
thus important that recruitment activities continue during the candidate assessment and selection 
process to maintain candidates’ interest in the job and organization.

Another component of recruiting is employer branding, or creating a favorable image 
in desired applicants’ minds about the organization being a good place for them to work. 
For example, Royal Philips Electronics tells potential employees that the company gives 
them an opportunity to work in an environment where “you can touch lives every day.”20 
When potential applicants are considering whether to apply to a particular organization, 
they evaluate factors including whether the organization is a place they would like to work. 
Because most applicants do not know very much about what different organizations are like 
as employers, many companies proactively craft employer brands for themselves through 
marketing and advertising. For example, Federated Department Stores created an employ-
ment brand and recruitment Web site called Retailology.com. Starbucks has employed a 
“Program Manager for Employer Branding,” whose job it is to promote the coffee chain as a 
great place to work.

Selecting Talent

The selection process involves putting applicants through activities such as skills tests and 
employment interviews to evaluate their capabilities and qualifications so that the organization 
can choose whom to hire. The methods an organization uses to assess and select job candidates 
will determine how well the firm’s new hires, and thus the company as a whole, will perform.21

Of course, the effectiveness of the selection process depends in part on recruitment. If a 
recruiting effort generates 1,000 applicants but only a few of them are qualified, this bogs down 
the selection process.

Targeted recruiting practices that prescreen applicants can result in fewer but higher  quality 
applicants than can general recruiting practices. For example, if a pharmaceutical sales position 
requires a certain amount of medical knowledge that nurses with certain credentials have, then 
the recruiting effort might prescreen applicants by locating nurses with the required credentials. 
Prescreening saves the organization both time and money because it does not have to sift through 
as many underqualified applicants during the selection process.

In contrast, if recruitment efforts fail to generate qualified applicants, then it is impossible 
for any selection system to identify them. It is not surprising that the effectiveness of various 
selection practices, such as interviews and skill testing, vary dramatically with a firm’s recruit-
ment practices.22 Historically, organizations have tried to maximize the quality of their new 
hires by focusing on recruiting a large number of applicants, then relying on various applicant 
assessment methods to identify the highest quality candidates. However, it is important to note 
that there is no guarantee that the appropriate qualifications will be present in any applicant pool, 
regardless of its size.

The goal of strategic recruiting, therefore, is to attract a greater percentage of applicants who 
are likely to meet minimum hiring requirements and reduce the burden on the selection system. It 
is also very possible that the hiring gains will come with a reduced administrative burden and lower 
cost per hire, even if the initial cost of the recruiting system is higher. When we examine staffing 
and retention from these perspectives, it is easy to see why many companies make the search for the 
right talent their top priority. As a manager of one high-technology company stated, “The quality of 
our talent is as important as our technologies. The quality of our talent is how we win in our busi-
ness.”23 The same is true for most nontechnology-oriented businesses as well.

acquiring Talent

Acquiring talent involves putting together job offers that appeal to chosen candidates and per-
suading job offer recipients to accept those job offers. Although many job offers are presented on 
a take-it-or-leave-it basis, organizations sometimes negotiate job offer terms with the candidates 
they want to hire. Job offers can include salary, health care, retirement contributions, vacation 
time, relocation expenses, housing allowances, and other benefits. The employment contract, 

selection

assessing job candidates and deciding 
whom to hire
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or written offer to the candidate, then formalizes the outcome of the negotiations. In addition to 
specifying the job’s compensation, such as salary, bonus, long-term accounting, and stock-based 
compensation, the employment contract addresses other aspects of the relationship between the 
employee and the firm—for example, retirement or severance payments, procedures governing 
conflict resolution, and restrictions on the employee’s ability to engage in other activities, such 
as doing similar work for other firms.

Although the terms of an employment contract help to align a new hire’s behavior with the 
firm’s business strategy, many companies do not have comprehensive explicit (written) employ-
ment agreements or they have an explicit agreement that covers only limited aspects of their 
relationships. A case in point: in 2005, less than half of S&P 500 firms had an explicit written 
employment contract with their CEOs.24 In lieu of an explicit agreement, these firms and their 
CEOs rely on implicit contracts through which the CEO is employed “at will.” We will discuss 
employment contracts in greater detail in Chapters 3 and 11.

Deploying Talent

Deployment involves assigning talent to appropriate jobs and roles in the organization. The 
deployment of new talent and the redeployment of existing employees as needed are both rel-
evant to optimally leveraging an organization’s talent. For example, assigning a technically 
capable programmer who dislikes interacting with people to a sales position would be a talent 
deployment mistake.

Socialization is the process of familiarizing newly hired and promoted employees with 
their jobs, work groups, and the organization as a whole. It is an important step in terms 
of  getting these people up to speed quickly.25 Some organizations simply give new hires 
a  manual of company policies and show them to their desks. Instead, it is critical to take 
the time to help them form appropriate expectations about the company’s corporate culture, 
suggest ways for them to adjust and perform well in their new jobs, provide them with the 
emotional support they need to improve their satisfaction and job success, and increase their 
commitment to the firm.26

Over time, firms can develop employees’ skills and capabilities, resulting in a broader set 
of deployment options. Through succession management and career development, employees 
can acquire new skills and be prepared to assume different and higher-level positions in the 
organization. Internal talent development sometimes enables faster transitions and higher perfor-
mance than does external hiring because existing employees are familiar with the organization’s 
culture, customers, and how work gets done most efficiently (i.e., they understand how the firm’s 
internal systems work and the strengths and weaknesses of people in key positions).

retaining Talent

Succession management and career development are also effective tools for retaining high- 

performing employees. It can be frustrating to locate and hire the right talent only to watch these 
people leave after a short time. Turnover is expensive, especially when it is the best perform-
ers who are leaving. Although the turnover of poor performers can be beneficial, the departure 
of key employees can be devastating. Losing excellent employees to a competitor is an even 
greater loss. Retaining successful employees also means that the organization spends less time 
and fewer resources filling job vacancies in the future.

matchmaking process

Strategic staffing is a matchmaking process that involves much more than simply generating 
applications for an open position. Recruiting and selection are interdependent, two-way pro-
cesses in which both employers and recruits try to look appealing to the other while learning as 
much as they can about their potential fit. Although applicants choose organizations as much as 
organizations choose applicants, too often organizations focus exclusively on selection at the 
expense of effective recruitment. Because applicants can drop out of the hiring process at any 
time, recruitment does not end when the employment application is submitted. The applicant 
is no longer a recruit only when either side is no longer interested in pursuing an employment 
relationship. Recruitment continues throughout the selection and acquisition process until the 
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person is no longer a viable job candidate, or until a job offer is accepted and the person reports 
for work. Some firms even try to continuously “recruit” employees to maintain their attractive-
ness as an employer and enhance retention.

The goalS of STraTegiC STaffing

identifying Staffing goals

Creating hiring goals that are clearly linked to organizational strategies and objectives guides the 
strategic staffing process. Process goals relate to the hiring process itself, including how many 
of what quality applicants apply, attracting appropriate numbers of diverse applicants, and meet-
ing hiring timeline goals, such as completing interviews within two weeks and making job offers 
within one week of the final interview. Outcome goals apply to the product of the hiring effort 
and include the number and quality of people hired, the financial return on the staffing invest-
ment, and whether the staffing effort improved organizational effectiveness. Table 1–2 presents 
a sampling of the many possible staffing goals.

Not all these goals will be relevant in every hiring situation. Different goals are likely to 
take priority at different times. It is also common for staffing goals to conflict. For example, it 
can be challenging to hire top performers who will stay with the organization for many years 
while simultaneously filling jobs quickly and minimizing staffing costs.

Firms that do not staff strategically are often focused on goals such as the time it takes 
to fill an opening, the number of hires a recruiter produces in a period of time, and the 
cost per hire. Although these can be useful goals for improving the efficiency of the staffing 
process, they are not necessarily aligned with improving the strategic performance of the 
staffing system. For example, if executing the firm’s strategy requires hiring top-tier tal-
ent, the company’s recruiting goals should emphasize the quality of applicants versus hiring 
speed. For some positions, hiring top talent that will stay with the organization for a long 
time might be critical (perhaps if the positions are in management, long-term research and 
development projects, or sales). There may be other positions for which average talent and 
moderate  turnover is acceptable.

The key objectives of the staffing effort28 can change over time and be different for differ-
ent positions, too. Because, over time, jobs change and different technologies emerge, the people 
best able to do a job as it exists today may be less able to do the job in a few years. And because 
different organizations pursue different business strategies, each organization’s staffing goals are 
likely to be different as well. Furthermore, differences usually exist in a single organization’s 
staffing goals across positions and over time because positions change, and different positions 
require different talents.

Table 1-2  examples of Staffing Goals27

Process Goals
•	 Attracting	sufficient	numbers	of	appropriately	qualified	applicants
•	 Complying	with	the	law	and	any	organizational	hiring	policies
•	 Fulfilling	any	affirmative	action	obligations
•	 Meeting	hiring	timeline	goals
•	 Staffing	efficiently
Outcome Goals
•	 Hiring	individuals	who	succeed	in	their	jobs
•	 Hiring	individuals	who	will	eventually	be	promoted
•	 Reducing	turnover	rates	among	high	performers
•	 Hiring	individuals	for	whom	the	other	human	resource	functions	will	have	the	desired	

impact (e.g., who will benefit from training, and who will be motivated by the firm’s 
compensation package)

•	 Meeting	stakeholder	needs
•	 Maximizing	the	financial	return	on	the	organization’s	staffing	investment
•	 Enhancing	the	diversity	of	the	organization
•	 Enabling	organizational	flexibility
•	 Enhancing	the	business’s	strategy	execution
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Each organization needs to identify what its staffing goals are for any position, recog-
nizing that its goals may change over time as the organization changes its strategy or faces 
changes in its labor or product markets. These goals should be based on the priorities of the 
organization as well as the needs of the hiring managers. Table 1–3 contains some key ques-
tions managers and human resource personnel need to ask themselves before setting strategic 
staffing goals.

Believe it or not, planning the “churn” of employees can also be an organizational goal. 
In some cases, particularly when technology is changing rapidly, organizations prefer a steady 
supply of new hires whose skills are as current as possible rather than continually retraining 
their existing employees. If the skill sets of employees who have been with the company for sev-
eral years become inferior to those of new hires, planning for regular churn is a better strategic 
choice. For example, a small software development firm that does not have a lot of money to 
invest in training might plan to replace most of its programmers every two to four years and offer 
two-year contracts to its workers. Other organizations, like SAS, the world’s largest privately 
held software company, value long employee tenure with the company and prefer to invest in 
ongoing employee development. If building and maintaining customer relationships is impor-
tant, if unique organizational knowledge is critical for getting the firm’s work done, or if the 
company plans to develop its future leaders from within, then a more appropriate staffing goal 
may be a reduction in turnover.

The goals of the firm’s staffing effort should also be consistent with the goals of the 
firm’s other stakeholders, including the individual hiring managers to whom new hires will 
report. Each work group and supervisor differs with regard to the type of person wanted to 
fill a job. Identifying these differences is important. One of the key roles of the recruiter is 
to partner with hiring managers to assess their underlying needs in this regard. For example, 
if a firm’s Web site development function is being outsourced, then hiring someone with 
Web site development skills might not be what the hiring manager really needs—even if 
an employee with these skills has left recently. As we have said, jobs change, and the talent 
mixes of work groups change. Because hiring managers don’t always recognize changing 
talent needs or know what they need in a new hire, they should see recruiters as partners in 
this process.

The ultimate goal for a staffing system is to hire people who can perform well, contribute 
to the execution of the company’s business strategy, and increase profits. Doing so as quickly as 
possible and experiencing a good return on the time and resources invested in the staffing effort 
are also important. Staffing goals should be identified in the early stages of staffing planning, 
and the staffing system should be evaluated to ensure that it is meeting these goals. (Evaluating 
the staffing system is discussed in the next section.)

Many resources exist to help staffing professionals stay current and informed. This chap-
ter’s Develop Your Skills feature lists several Internet staffing resources.

evaluating the Staffing System

Linking the goals of a staffing effort directly to the evaluation criteria the firm will use in assess-
ing the staffing system is key to its success. For example, if filling positions quickly is an impor-
tant goal, then the time it takes to fill each position should be tracked and evaluated for each 

Table 1-3  Questions to ask When Setting Staffing Goals

•	 Is	it	more	important	to	fill	the	position	quickly	or	fill	it	with	someone	who	closely	matches	
a particular talent profile?

•	 What	levels	of	which	competencies,	styles,	values,	and	traits	are	really	needed	for	job	
success and to execute the business strategy?

•	 What	is	the	business’s	strategy	and	what	types	of	people	will	it	need	1,	5,	and	10	years	
from now?

•	 What	talents	must	new	hires	possess	rather	than	be	trained	to	develop?
•	 What	are	the	organization’s	long-term	talent	needs?	Is	it	important	for	the	person	hired	to	

have the potential to assume leadership roles in the future?

M01_PHIL3491_03_GE_C01.indd   32 9/11/14   4:27 PM



	 Chapter	1	 •	 Strategic	Staffing 33

recruiting source. However, it should be recognized that filling positions quickly may require 
the recruiter to make a trade-off against the quality of the talent pool that will be quickly acces-
sible. If recruiting high-quality applicants is an important goal, then the quality of recruits from 
different recruiting sources should also be tracked and evaluated. Because a firm’s staffing goals 
should be closely aligned with the organization’s business strategy, it is important to evaluate the 
staffing system to be sure these goals are being met.

inTegraTing The funCTional areaS of human reSourCe 
managemenT

In addition to laying the foundation for a firm’s strategic execution, staffing impacts the 
 effectiveness of the other human resource management practices within the firm. Because the 
various functional areas of human resource management (e.g., staffing, training, performance 
management, and compensation) interact with each other,29 getting enough people with the right 
qualifications and competencies to apply for jobs with the organization in the first place will 
impact these functions. That is, the firm’s ability to train, motivate, and retain its employees will 
be affected. Therefore, it is critical for all human resource functional areas to be aligned with 
each other.30

When Robert Eckert became CEO of toy giant Mattel, he developed a staffing and work-
force management strategy that supported the company’s new strategic objectives of improv-
ing productivity, globalizing and extending the firm’s brand name, and creating new brands. 
His goal was to change Mattel’s culture to motivate employees to work together, give them 
more discipline, and improve their skills as well as their internal mobility and retention. Eckert 
did this by creating employee development programs that would generate a more skilled and 
competitive workforce, establishing metrics to understand how the workforce was performing, 
and developing a systematic succession strategy that would enable the company to retain the 
valuable talent it developed.31 “The institutionalization of people development is what I would 
love my legacy to be,” Eckert said, “so that nobody necessarily remembers who I am, but 
that there is a people development machine that lives on forever.”32 Today, Mattel’s staffing, 
performance measurement, and training programs support each other and reinforce the firm’s 
corporate goals, too.

If even a single functional area reinforces goals that are different from the other functional 
areas, executing the company’s strategy will be much more difficult. Let’s now look at the other 
HR functions and how they are affected by the firm’s staffing system.

The Equal Employment Opportunity Commission
(www.eeoc.gov)—provides information about the laws enforced 
by the EEOC and compliance guidance

Electronic Recruiting Exchange
(www.ere.net)—has information and articles related to recruiting 
and employer branding

Human Resource Planning Society
(http://hrps.org)—provides information, publications, and resourc-
es on staffing and talent management

O*Net Center
(http://online.onetcenter.org)—a government site that provides 
labor and occupational market information useful for doing a 
job analysis

Corporate Executive Board’s Recruiting Leadership Council
(www.recruitingroundtable.com)—provides information, best 
practices, tools, metrics, and networking for recruiting executives

Society for Human Resource Management
(www.shrm.org)—provides articles and other resources on 
 staffing including Staffing Management magazine articles

Staffing.org
(www.staffing.org)—has information and resources about 
 staffing processes, practices, tools, and metrics

Workforce Management
(http://workforce.com)—contains articles and resources on staff-
ing and legal issues pertaining to staffing

World at Work
(www.worldatwork.org)—a not-for-profit professional 
 association focusing on attracting, motivating, and retaining 
employees

Develop Your SkillS
Internet Staffing Resources
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Training

Strategic staffing ensures that new hires are ready and able to benefit from the organization’s 
training and development programs. Training is often expensive; therefore, one of the first things 
to consider in terms of developing a staffing strategy is to decide whether new hires should already 
possess certain competencies at the time they are hired or whether the firm will help them develop 
those competencies via training. If the staffing function fails to hire candidates with appropri-
ate qualifications, training them may be an organization’s only option. Even if the firm chooses 
to train its new hires, they need to possess at least the minimum qualifications and motivation 
needed to succeed in the training or the effort is likely to be futile.33 It is also important to iden-
tify how long employees tend to stay with the company. Training might not be the right choice if 
employees tend to leave the organization before it recoups the cost of training them. For example, 
some retailers have turnover rates approaching 200 percent. If a retailer wants to invest significant 
time and resources training its employees, it should focus on identifying and hiring employees 
who are likely to remain with the organization to recoup its training investment.

Compensation

The level of pay an organization is willing and able to invest in salaries can both determine and 
be determined by its ability to hire people with the necessary qualifications. If an organization is 
willing to pay premium wages, its staffing effort can focus on identifying and attracting the most 
qualified candidates. If an organization would like to pay lower wages, but is unable to hire the 
candidates it would like at its preferred salary levels, then it may be forced to raise its salaries to 
be competitive in the labor market or to make investments in training and development. When the 
labor supply is tight, the firm might need to increase its salaries just to be able to hire candidates 
with minimum skill levels and qualifications. For example, professors in engineering and business 
are able to command higher wages in today’s market because there is a shortage of people with 
the qualifications they have. If higher pay is not an option, recruiting from nontraditional sources 
might allow the organization to overcome its compensation challenges. For example, Grocery 
chain ShopRite has hired hundreds of welfare recipients who went through a 16-week program to 
acquire the skills required for different jobs in its stores.34 If hiring from nontraditional labor pools 
is unsuccessful, automating the job, increasing the training the organization provides its employ-
ees, or reducing the required qualifications of new hires may be the only alternatives.

The success of incentive pay programs can also be influenced by hiring outcomes. An 
organization that wishes to motivate its employees to be more productive by using a pay-for-
performance or merit pay system will not be able to fully leverage its programs if the skills of 
the workforce are lacking. Performance incentives are only effective if the individuals have the 
potential to perform well in the first place. Ensuring that new hires have the potential to succeed 
is one of the primary goals of staffing.

Consider an organization that has developed a comprehensive merit pay compensation  system. 
The organization pays employees an above-market base salary, plus up to a 20 percent bonus if they 
meet or exceed their performance goals. But suppose the labor market is tight, so the organization 
hires several new employees who do not have the skills or experience to  perform at the expected 
levels. In this case, their performance levels will not be consistent with their above-market base 
compensation. They also will earn no bonuses, which will tend to cause them to  further underper-
form. To avoid this situation, organizations need to assess the availability of their sought-after com-
petencies in the labor market and use recruitment and effective selection practices to ensure that new 
hires have the requisite skills, background, and motivation so the firm’s compensation system works 
as it’s intended. It should be noted, too, that paying top dollar to hire the highest quality candidates 
is not always the best strategy if the company doesn’t really need top talent or if the performance 
difference between average and star performers in a job is not that great. In other words, sometimes 
the greater productivity of the most talented applicants is not enough to offset their higher salaries. 
For example, does every employee in a research unit really need a PhD?

performance management

Performance management involves setting goals, appraising and evaluating past and current 
performance, and providing suggestions for improvement. Without this information, employees 
will be unable to adjust their behavior. Staffing influences the effectiveness of a performance 
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management system by providing the raw talent that the system will manage. Even the best per-
formance management system cannot replace important capabilities that employees must have 
to do their jobs well.

Conversely, performance management systems affect a staffing system’s effectiveness. 
Without performance goals, employees will not know what aspects of their jobs to focus on nor 
the performance levels expected of them. As a result, they will tend to underperform, and some 
will quit or need to be replaced, potentially bogging down the staffing system. Even if highly 
talented employees are hired, they won’t perform at their best if they get no or inaccurate perfor-
mance feedback. If they perceive that the feedback they’ve been given about their performance 
is unfair, they will not be motivated to contribute as much as they could.

Career Development and Succession management

The future success of any organization depends on its next generation of leaders. An organiza-
tion is likely to flounder and perhaps even go out of business if it is lacking qualified successors 
to manage the business after the inevitable departure of its current leaders. When Yahoo!’s chief 
technology officer Farzad Nazem announced that he was leaving the company, there was imme-
diate investor concern that the company might not be able to retain key talent.35 A. G. Lafley was 
asked to come out of retirement to resume his position as CEO at P&G when his replacement 
unexpectedly retired without a successor.36 Succession management and career development 
activities can help to ensure that an organization has people ready to assume leadership positions 
when they become available.

Staffing practices can influence and be influenced by an organization’s career development 
activities and the career advancement opportunities that exist in the company. An organization 
unable to offer employees opportunities for challenging work and career advancement is likely 
to have a low job offer acceptance rate. In addition, high-potential new hires who do actually 
go to work for the company are likely to quit sooner as a result of their being overqualified and 
underchallenged. This might prompt staffing personnel to recruit less qualified individuals who 
are less likely to quit but who may also be lower performers. Obviously, this is an even larger 
problem if the people being hired for current jobs are intended to be the employees upon whom 
the firm focuses its succession efforts. So, if the firm’s current hiring efforts fail to produce 
employees with the potential for promotion, the organization’s future leadership capabilities are 
likely to be compromised. Thus, organizations that rely on internal recruiting and promoting as 
part of their succession plans need to consider the long-term potential of candidates they hire 
from outside of the firm as well as their ability to perform the jobs they’re currently applying for.

The organizaTion of ThiS Book 

This book is broken into four sections. Section 1, “The Staffing Context,” contains Chapters 
1 through 4. In Chapter 2, “Business and Staffing Strategies,” we discuss how the organiza-
tion’s business strategy and competitive advantage influence the organization’s human resource 
strategy and staffing strategy. We next discuss how to design a firm’s staffing strategy to rein-
force its business strategy. Chapter 3, “The Legal Context,” describes the legal environment in 
which staffing must operate. Laws and regulations play an important role in determining how an 
organization recruits, hires, promotes, and terminates employees. Barriers to legally defensible 
recruiting and hiring are also discussed. Chapter 4, “Strategic Job Analysis and Competency 
Modeling,” covers job analysis, job rewards analysis, and competency modeling. To identify 
the best person to hire, the job and its role in the execution of the business strategy must first be 
understood. 

Section 2, “Planning, Sourcing, and Recruiting,” explains how job applicants are identi-
fied, attracted, and recruited. Planning is the first step in the strategic staffing process. It involves 
estimating the numbers and types of employees the company will need based on its strategy, what 
the hiring timeline is, and what the firm’s staffing budget will allow. Because people who never 
apply for a position cannot become employees, sourcing and recruiting qualified and interested 
applicants are the next critical steps in the strategic staffing process. Chapter 5, “Forecasting and 
Planning,” describes how organizations translate business forecasts into future labor demand 
estimates. Labor supply forecasts are then compared with labor demand estimates to identify 
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where the organization needs to focus attention to ensure it has the right talent in the right place 
at the right time. Techniques for forecasting labor supply and demand are presented in this chap-
ter. We also discuss issues regarding the planning of a recruiting and hiring initiative. Chapter 6, 
“Sourcing: Identifying Recruits,” discusses applicant sourcing, or the identification and targeting 
of recruits. Chapter 7, “Recruiting,” focuses on getting the people identified through sourcing to 
apply to the organization and accept job offers if extended. 

Section 3, “Selecting,” covers the assessment of job candidates and the evaluation of 
their fit with the job and organization. Chapter 8, “Measurement,” describes some of the issues 
regarding candidate assessment. We also present basic staffing-related statistical concepts in 
an easy-to-understand way. Chapter 9, “Assessing External Candidates,” discusses methods of 
assessing the qualifications of people who do not currently work for the company. Chapter 10, 
“Assessing Internal Candidates,” covers the methods used to assess the qualifications of cur-
rent employees being considered for other positions in the firm, including career planning and 
 performance appraisal. 

Strategic staffing involves the movement of employees into and through an organiza-
tion. Section 4, “Managing the Staffing System,” covers choosing whom to hire, negotiating 
the employment contract, and socializing new employees. Chapter 11, “Choosing and Hiring 
Candidates,” describes the process of deciding which job candidate(s) should receive job offers 
and subsequently negotiating those offers. Persuading job-offer recipients to join the company 
and negotiating hiring agreements with them is an important part of talent acquisition. If the 
right people apply to an organization but ultimately turn down job offers, the staffing effort 
cannot be considered effective. Chapter 12, “Managing Workforce Flow,” covers socializing 
new hires, different causes and types of turnover, and methods of retaining valued talent. It also 
discusses terminations, downsizings, and layoffs. In Chapter 13, “Staffing System Evaluation 
and Technology,” we describe the ways in which many organizations are leveraging technology 
to enhance their staffing systems, the importance of evaluating a staffing system’s effectiveness, 
the staffing system evaluation process, and specific staffing system metrics. 

Summary

Strategic staffing is a complex process of planning, acquiring, 
deploying, and retaining talent that enables the organization to 
meet its hiring objectives and to execute its business strategy. 
This process supports the movement of talent into, through, 
and out of the organization in a way that enables the organi-
zation to compete successfully in its marketplace. Because an 

organization’s people are central to its development of a com-
petitive advantage and the execution of its business strategy, 
strategic recruitment and staffing activities are a cornerstone of 
organizational effectiveness.

A strategic staffing effort focuses on first understanding 
the organization’s mission and objectives as well as its business 

Improving Store Performance at Caribou Coffee37

Caribou Coffee wanted to know what accounted for the differences in average store performance for 
its district managers. It assumed that customer service had a lot to do with it, but wanted to objectively 
evaluate what its best performing district managers did so that it would know for sure and could use this 
information to improve the future staffing of its district manager positions.

Caribou discovered that its district managers’ skills did vary. Some were really customer focused, as 
it expected. But the sales figures of those stores were not always the best. Caribou discovered that the 
most important district manager competency was his or her ability to effectively staff the store manager 
position. When a district manager took the time to find the best replacement for a store manager instead 
of automatically promoting the shift supervisor with the most tenure, the results had a strong impact on 
revenue.

Caribou’s ability to show its district managers concrete evidence that hiring the right store man-
agers positively impacts sales has been critical in focusing district managers on the careful staffing 
of its store manager positions. Not only have sales increased in the previously underperforming 
stores, the district managers appreciated the information and assistance as well in improving their 
own performance.
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strategy. Subsequently, the nature and requirements of the job 
are identified and potential recruits who are likely to meet or 
exceed the minimum personal and technical requirements of 
the position are identified. Recruiting then focuses on attract-
ing these people to apply, retaining qualified applicants in the 

candidate pool, and finally on enticing the chosen candidates 
to ultimately accept job offers. Efforts are then made to retain 
valuable employees. This type of strategic staffing effort is 
likely to produce a greater proportion of successful hires and 
a greater proportion of higher-performing employees as well.

Takeaway Points

 1. Staffing is critical to an organization’s performance because it is 
the means through which the firm acquires, deploys, and retains 
the talent needed to execute its business strategies and perform 
well. Staffing is the cornerstone of effective human resource man-
agement because it generates the talent that is supported and fos-
tered by a company’s other HR functions.

 2. Strategic staffing is the process of staffing an organization in 
 future-oriented, goal-directed ways that support the organiza-
tion’s business strategy and enhance its effectiveness. Strategic 
staffing moves people into, through, and out of the organiza-
tion in ways that maximize the organization’s performance and 
 ability to compete. It requires long-term planning, as well as 
aligning the staffing function with the firm’s business strategy 
and the other areas of HR. Strategic staffing involves assessing 
the labor market, targeting recruits, assessing candidates based 
on job-related success factors and the candidates’ longer-term 
potential, and evaluating staffing outcomes against preidentified 
goals.

 3. The seven components of strategic staffing are planning, sourcing, 
recruiting, selecting, acquiring, deploying, and retaining talent.

 4. The ultimate goal for a staffing system is to hire people who can 
perform well and contribute to the execution of the company’s 
business strategy. Doing so as quickly as possible and experienc-
ing a good return on the time and resources invested in the staffing 
effort are also important. Other staffing goals might involve the 
quality of new hires, their retention rates, how quickly openings 
are filled, the company’s return on the training new hires receive, 
and the promotion rates of new hires. Staffing goals should be 
identified in the early stages of staffing planning, and the staffing 
system should be evaluated to ensure that it is meeting these goals.

 5. Staffing both influences and is affected by performance manage-
ment, training, and compensation. Staffing practices can influence 
the options available to and the effectiveness of the rest of the human 
resource function. It is critical that the goals and practices of all of 
the human resource functional areas be in alignment with each other 
in support of the firm’s human resource and business strategies.

Discussion Questions

 1. Relate a hiring experience you have had as a job seeker to the pro-
cess illustrated in Figure 1–1. What could the organization you 
applied to have done to improve your experience?

 2. Assume a retail chain is looking to refine its selection of work-
force. Discuss how you would position or sell the idea of 
using a strategic staffing approach to the management of the 
organization.

 3. Why is staffing so important to store performance as discussed in 
the chapter vignette?

 4. Recruiting and selection are interdependent, two-way processes in 
which both employers and recruits try to look appealing to each 
other while learning as much as they can about their potential fit. 
Impression management is the process through which people and 
employers each try to control the impressions others form of them. 
How do applicants and employers try to look appealing to each 
other during the staffing process?

 5. What would be the impact of filling vacancies through internal pro-
motions and job transfers even if the personnel are less qualified?

Exercises

 1. Strategy Exercise: Working alone for five minutes, take notes 
about how you might design a staffing flowchart for your own 
job. If you have no work experience, choose a job with which you 
are familiar. Next, form a group of three to four students, choose 
one of the jobs just identified by your group members, and design 
a staffing flowchart for it. Be prepared to share your ideas with 
the class.

 2. Opening Vignette Exercise: This chapter’s opening vignette 
described how Caribou Coffee discovered the importance 
of carefully staffing its store manager positions. Working in 
a group of three to five students, address the following ques-
tions. Feel free to use the Internet or other resources if you need 
 additional information. Be prepared to share your ideas with 
the class.

 a. Describe three staffing goals that would reinforce Caribou’s 
desire to hire the best store managers.

 b. How else can Caribou Coffee ensure that its staffing strategy 
for store managers is integrated with the firm’s other HR func-
tional areas?

 3. Develop Your Skills Exercise: Visit www.onetonline.org/skills/ for 
O*NET OnLine’s “Skills Search” feature. Identify the skills that you 
have and the skills that you plan to acquire in the next two years and 
click on the “Go” button. Next, choose one of the occupations that 
match the skills you identified. Scroll to the bottom of the summary 
report and identify a state in the “State and National” section. Click 
on the “Go” button and read the occupation profile. View the career 
video if one is provided. Write a one-page report describing how you 
think this resource could be used by staffing professionals.
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Semester-Long Active Learning Project

This project will enhance your analytical skills and allow you to apply 
the concepts in this textbook to a real-world situation. Your project 
team will select an organization about which your team has some inter-
est or knowledge and about which you can acquire additional informa-
tion. The goal of your report is to align the staffing system for a key 
position in this organization with the organization’s business strategy. 
Your team will analyze how effectively the target organization is staff-
ing a key position and make recommendations for improvement. At 
the end of each chapter is an assignment requiring you to apply that 
chapter’s material to your chosen job.

Your report should target the company’s executive management 
team. Your job is to persuade them that your recommendations will 
lead to a positive return on investment (ROI) for the firm and better 
enable it to execute its business strategy. Assume that the team does 
not have a working knowledge of staffing terminology. As a result, you 
need to write your report so that a layperson can easily understand 
what you are communicating.

Your task the first week is to form teams of four to five stu-
dents, exchange contact information, and brainstorm jobs that at least 
one team member has access to. It can be a job one of you currently 
holds or has held in the past, or a job a family member or friend has. 
Ideally, you will need about 30 minutes of time from a person who 
currently works or who has worked in the job and 30 minutes of his 
or her supervisor’s time. If you cannot get the supervisor to partici-
pate, using one or two current or previous jobholders is acceptable. 
Before leaving class, you should identify at least two positions that 
your group would like to use for the project and choose one to pursue. 
Before the next class, you should confirm that you will have access 
to the job experts and solidify the job and organization your team will 
use for the project.

You will also need to identify realistic long-term and short-term 
process and outcome goals for your chosen position. Table 1–2 gives 
examples of both types of staffing goals, and Table 1–3 gives you 
some questions to consider in setting appropriate staffing goals.

Case study

Strategic Staffing at atlaS corporation

Graphic T-shirt company Atlas Corporation knows that exe-
cuting its growth strategy depends on promoting from within. 
Atlas believes that its staffing activities must obtain talent able 
to do the job being filled and with the potential to advance 
into management. Because it tends to receive a large number 
of applications for its job openings, Atlas must also process a 
large number of applicants for every opening and wants to do 
so as efficiently as possible.

Atlas decides that it wants to capitalize on the trend of using 
social media to source and recruit. The company opens a Twitter 
account and starts Tweeting its job openings to people following 
the company (generally customers hoping for discount offers). 
It also posts its jobs on Monster.com, a large and popular job 
board, to try to maximize the number of applications. When job 
seekers apply for graphic design positions, they first complete 
an online application, and the information is sent to a database. 
A recruiter is immediately sent any applications that pass an ini-
tial competency screen. Within a few days, the recruiter e-mails 
the candidate requesting a sample portfolio of his or her work. 
Because of the size of the files, the portfolios are often rejected 
by recruiters’ e-mail accounts and the candidate must fax the 
documents as Atlas has no cloud storage mechanism. Due to the 
large number of applications, those not passing the initial screen 
remain in the database unviewed and are not contacted in any 
way by the company.

Applications passing the initial screen are invited to 
a telephone interview with a recruiter to assess basic job-
related competencies. The top 10 candidates are then invited 
to interview face-to-face with another recruiter to assess 
their fit with Atlas’s culture and to better assess job-related 
skills and competencies. The top scoring 5 candidates are 
then invited to interview with the hiring manager, who 
makes the final decision on who should receive a job offer. 
A background check is then performed and if it is passed 
then a job offer is made. If a candidate declines the offer, the 
next highest scoring candidate receives a background check 
and a job offer until no acceptable finalists are left. Atlas 
evaluates the effectiveness of every staffing effort by evalu-
ating the number of applications it received, the time it took 
to fill the position, and whether or not one of its first two job 
offers were accepted.

Questions

 1. What is Atlas doing well with regard to staffing 
strategically?

 2. How could Atlas staff its graphic designer positions more 
strategically?

 3. What would you suggest Atlas do to further enhance the 
alignment between its staffing function and its need to 
promote from within?

Case Study Assignment: Chern’s

See the appendix at the back of the book for this case study assignment.
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Is Staffing an Investment or a Cost?
Should Our Staffing Function Be Centralized or Decentralized?

Achieving a Competitive Talent Advantage
Starbucks’s Staffing Strategy
Summary

Chapter 

Learning Objectives

After studying this chapter, you should be able to:
◾	 Explain how different staffing strategies support different business strategies.
◾	 Describe the resource-based view of the firm and how staffing can contribute to a company’s sustainable 

competitive advantage.
◾	 Explain when an organization would use talent-oriented rather than job-oriented staffing.
◾	 Describe human capital advantage and human process advantage and the differences between them.
◾	 Describe the strategic staffing decisions any organization must make.
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Why does one company succeed and another company fail? Most people believe a company must 
focus on its strategic, financial, and technological capabilities to compete successfully. We now 
know that these important capabilities must be supplemented with organizational capabilities gen-
erated by attracting, retaining, motivating, and developing talented employees. Therefore, staffing 
plays a central role in creating and enhancing any organization’s competitive advantage. As Steve 
Ballmer, the CEO of Microsoft, said, “You may have a technology or a product that gives you an 
edge, but your people determine whether you develop the next winning technology or product.”5

Organizations that pursue different competitive strategies require different staffing strategies 
to execute them. For example, companies like Procter & Gamble, which must continually introduce 
new and improved products like multiblade razors and tooth-whitening toothpaste to stay competi-
tive, need to foster creativity and risk taking among certain employees. By contrast, companies that 
focus on delivering the best quality or value to customers need to focus more on operations and 
improving their work processes to reduce costs and improve product quality. These companies are 
more likely to need team players who are trainable and able to follow standardized procedures.

Acquiring, developing, and retaining the right talent helps businesses create the organiza-
tional capability and intellectual capital driving their strategy execution. This potential is well 
known by companies such as Time, Inc., the world’s largest magazine publisher. Kerry Bessey, 
Time’s senior vice president of human resources (HR), states, “HR’s mission is building capabil-
ity for Time’s business.…Our executives view us as management partners because we recognize 
this business is about talent—it’s what drives the quality of products that connect to readers.”6 
At QVC, business strategies are so closely aligned with staffing strategy that every project or 
capital plan has an accompanying talent plan.7

This chapter first describes the resource-based view of the firm and then explains how the 
business strategy and competitive advantage of a firm affect its staffing needs. We describe what 
we mean by an organization’s “talent philosophy” and discuss how talent philosophies influence 
human resource strategy and staffing strategy. We also discuss nine strategic staffing decisions 
all firms must make. After reading this chapter, you should understand the role staffing plays in 
terms of creating and sustaining a competitive advantage for the firm as it attempts to execute 
different types of business strategies.

A ResouRce-BAsed View of the fiRm

Most organizations recognize that a large budget and state-of-the-art facilities do not guaran-
tee success. Success really depends on employees’ motivations, competencies, and skills. The 
resource-based view of the firm describes how employees’ motivations, competencies, and skills 
can help it create a sustained competitive advantage.

Starbucks’s Staffing Strategy

Starbucks, the Seattle-based premium coffee company named after the first mate in Herman Melville’s 
Moby Dick, has expanded from just 84 stores in 1990 to over 100 times that number today. Starbucks’s 
ability to get high prices for its coffee drinks depends on the firm hiring the right employees able to 
provide high-quality customer service. Reflecting its focus on its employees, Starbucks refers to all 
employees as “partners.” Starbucks even calls its human resource function “Partner Resources.”1

Another guiding principle at Starbucks is to develop enthusiastically satisfied customers. More than 
coffee, Starbucks sells an experience—and that experience is completely dependent on the partners who 
greet and serve over 30 million customers around the world every day.2 The challenge facing Starbucks 
as it pursues its aggressive global growth strategy is to find enough qualified and desirable candidates 
to increase its current U.S. workforce and double its workforce in the Asia Pacific region by 2017.3 
Because Starbucks depends on the skills and personalities of its people, it is a daunting challenge for it 
to continue to successfully recruit and staff its global workforce. As Jim Donald, Starbucks’s president, 
states, “My biggest fear isn’t the competition, although I respect it. It’s having a robust pipeline of 
people to open and manage the stores who will also be able to take their next steps with the company.”4

How can Starbucks use staffing to pursue its growth strategy and maintain its competitive advan-
tage? What kind of staffing strategy would you recommend Starbucks pursue to help it continue to 
hire the right people? After reading this chapter, you should have some good ideas to share with the 
company.
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what is the Resource-Based View of the firm?

The resource-based view of the firm proposes that a company’s resources and competencies 
can produce a sustained competitive advantage by creating value for customers by lowering 
costs, providing something of unique value, or some combination of the two.8 To create value, 
the hiring programs, policies, and practices of an organization must either lower the costs of the 
organization’s products or services, enhance the differentiation of the organization’s products 
or services in the eyes of customers, or both. To the extent that staffing influences who has 
the opportunity and desire to pursue an employment relationship with the organization, staffing 
serves as a “gatekeeper” by influencing the level and composition of an organization’s talent. 
In short, the resource-based view of the firm focuses attention on the quality of the skills of a 
company’s workforce at various levels, and on the quality of the motivational climate created by 
management.9

Requirements of a competitive Advantage

Jay Barney, a professor and business strategy expert, has identified the five criteria (shown in 
Table 2-1) that a resource must meet to provide an organization with a sustainable competi-
tive advantage.10 Research shows that resources such as a firm’s employees meet the criteria 
when they add value to the firm, are rare, cannot be imitated, and cannot easily be substituted 
with other things. The company must also be organized in a way that enables the resource to be 
exploited.11 Companies cannot necessarily replicate another firm’s capabilities just by imitating 
the competitor’s human resource practices. Thus, good human resource management is valued 
not only for its ability to implement a given competitive strategy but also for its ability to gener-
ate strategic capabilities for the firm.12

the ResouRce must Be VAluABle Staffing activities can create value for a firm in that 
they can help it to exploit opportunities and/or neutralize threats. The return on staffing invest-
ments and the retention and performance of employees can be increased by rigorously evaluat-
ing the effectiveness of various staffing practices and targeting staffing activities to identify 
and attract the best types of applicants for the organization’s needs. Providing applicants with 
realistic  information about the job and organization can also help reduce employee turnover, cut 
overall labor costs, and improve the firm’s productivity.13 Hiring people who do a better job for 
the same pay is also a way that staffing investments can create value.

The potential of strategic staffing to create value and a sustainable competitive advantage 
for an organization has been recognized by investors as well. An Ernst & Young study found that 
institutional investors’ decisions to buy a company’s stock are based in part on the company’s 
ability to attract talent. Because the quality of a company’s staffing practices can differenti-
ate it to investors,14 staffing appears to meet the value requirement of creating a competitive 
advantage.

the ResouRce must Be RARe Value creation alone is not enough to produce a sustainable 
competitive advantage. For a company to outperform competitors, its staffing practices must 
also result in a set of workforce attributes that are rare. The ability to identify and attract rare 
talent varies across organizations. For example, some organizations, such as Google and the 
 warehouse club Costco, are able to hire and retain the best talent at a greater rate than their 
competitors. Strategic staffing practices are what allow firms such as these to meet the rarity 

resource-bAsed view of the 
firm

proposes that a company’s resources 
and competencies can produce a 
sustained competitive advantage 
by creating value for customers by 
lowering costs, providing something 
of unique value, or some combination 
of the two

Table 2-1   Requirements a Resource Must Meet to Give a Firm a Competitive 
advantage

 1. The resource must be valuable to the firm by exploiting opportunities and/or neutralizing 
threats in an organization’s environment.

 2. The resource must be rare among the company’s current and future competition.
 3. The resource must not be easily imitated by other firms.
 4. The resource must not be easily substituted or replaced with another resource.
 5. The company must be organized to be able to exploit the resource.
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requirement for gaining a competitive advantage.15 They have the potential to create organiza-
tions that are more intelligent and flexible than their competitors, and that exhibit superior levels 
of cooperation and performance as well.16

the ResouRce must Not Be eAsily imitAted If an organization’s strategic staffing prac-
tices can be easily copied by a competitor, the organization’s resulting talent will not be distinct 
from the talent of its competitors. But the fact is that this is not always easy to do. A firm’s 
staffing competencies are, in part, determined by the unique, or rare, talent attributes available 
in the labor market and the firm’s ability to identify staffing practices that contribute to the 
 acquisition of this talent. However, the competencies are also due, in part, to the company’s 
deeply ingrained social relationships and its recruiting networks (such as the relationship it has 
with its employees, customers, and the community that can provide it with candidates) as well as 
its long-standing relationships with its talent sources, such as employment agencies, universities, 
and professional recruiters.

An organization’s unique history and resulting reputation and culture can also influence 
competitors’ abilities to copy an organization’s staffing practices.17 Imagine if an established 
company highly respected for its integrity and community philanthropy simply passed out busi-
ness cards at a community function that read, “We’re Hiring!” and provided an Internet address 
for people to go to for further information. The organization is likely to receive a more favorable 
response to such a recruiting initiative than would a start-up company with little visibility and no 
reputation. In other words, companies that try the same staffing initiative may not experience the 
same response. To the extent that many interrelated factors contribute to the success of an orga-
nization’s staffing effort, it will be difficult for a competitor to copy all of them exactly. Thus, 
staffing meets the inimitability requirement for providing a competitive advantage.

the ResouRce must Not Be eAsily suBstituted A staffing practice should have minimal 
substitutability. In other words, for it to provide a competitive advantage, there can be no good 
substitute for it.18 If one company successfully recruits students via e-mail from a university 
known for its technological capabilities but a competitor can effectively reach the same students 
by handing out recruiting brochures to them on campus, then neither company will experience 
a staffing advantage relative to the other. Similarly, if a competitor can find a substitute for the 
type of talent another organization has acquired, neither organization will realize a competitive 
advantage. Technology is also unlikely to serve as a substitute for the talents employees contrib-
ute. Why? Because no machine can duplicate the intelligence, judgment, and innovation human 
beings are able to bring to their jobs. Thus, superior staffing meets the competitive advantage 
criteria of nonsubstitutability as well.19

the compANy must Be oRgANized to exploit the ResouRce For talent to be a source 
of a sustained competitive advantage, a company must be organized to take full advantage of the 
value-creating, rare, and inimitable talent it employs.20 For example, if a firm’s human resource 
activities—its recruitment, selection, compensation, and training systems—are disorganized or 
inconsistent with one another, the firm won’t be able to fully leverage its talent. To illustrate, sup-
pose an organization is able to recruit and select the top candidates it is pursuing but can offer them 
only a below-market rate of pay. If this is the case, it is unlikely the firm will be able to hire or retain 
them despite the success of its recruiting and selection functions. Likewise, if an organization suc-
cessfully hires lower-skilled people with the intention of training them in the necessary job skills 
but the training program is poor, the organization won’t be fully able to capitalize on its effective 
staffing system. This is why a firm’s staffing practices have to be integrated with the company’s 
human resource and other functions as well as be consistent with its policies and practices.

the fiRm’s BusiNess stRAtegy

A company’s business strategy defines how the firm will compete in its marketplace.21 The 
strategy should reflect what the organization’s customers want, what the firm wants, and what 
the firm can cost-effectively deliver. Business strategies are likely to differ across multiple busi-
ness units in a diversified corporation. Procter & Gamble, IBM, and General Electric take dif-
ferent strategic approaches to ensure the success of their various business lines. This involves 
making different choices about which products and services to offer, and which strategies to 

business strAtegy

how a company will compete in its 
marketplace
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pursue to gain a competitive advantage. Both, of course, will hinge on a company’s capabilities, 
strengths, and weaknesses in relation to its competitors. In other words, for a company to execute 
its business strategy, not only must its human resource management policies and practices fit 
with its strategy, but also its business strategy must square with the firm’s competitive environ-
ment and the immediate business conditions it faces.22

Because it is an organization’s people who are responsible for gaining and keeping a 
 competitive advantage, hiring and retaining the right people are critical to business strategy 
 execution. Researchers Michael Treacy and Fred Wiersma have identified many sources of compet-
itive  advantage, including having the best-made or cheapest product, providing the best level of cus-
tomer service, being more convenient to buy from, having shorter product development times, and 
having a well-known brand name.23 Warehouse retailer Costco’s strong and loyal customer base, 
access to a broad range of high-quality products for a low price, and committed employees give it a 
competitive advantage over smaller and lesser-known retailers. Although Costco pays its employees 
substantially more than its closest competitor, Sam’s Club, it has similar financial returns on its labor 
costs due to lower turnover and higher levels of employee productivity.24 This, in turn, results in 
a better-qualified workforce and a higher-quality customer experience. According to management 
expert Michael Porter, to have a competitive advantage, a company must ultimately be able to give 
customers superior value for their money (a combination of quality, service, and acceptable price)—
a better product that is worth a premium price or a good product at a lower price can both be a source 
of competitive advantage.25 Table 2-2 lists some possible sources of competitive advantage.

types of Business strategies

A company can create value based on price, technological leadership, customer service, or some 
combination of these and other factors. Its business strategy not only involves the issue of how to 
compete but also encompasses the following:

•	 The	strategies	of	different	functional	areas	in	the	firm
•	 How	 changing	 industry	 conditions,	 such	 as	 deregulation,	 product	market	maturity,	 and	

changing customer demographics, will be addressed
•	 How	the	firm	as	a	whole	will	address	the	range	of	strategic	issues	and	choices	it	faces

Business strategies are partially planned and partially reactive to changing circumstances. 
A large number of possible strategies exist for any organization, and an organization may pursue 
different strategies in different business units. Companies may also pursue more than one strategy 
at a particular time. Porter proposes that a business can compete successfully by being the cheap-
est producer, by making unique products valued by consumers, or by applying its  expertise in a 
narrow market segment to meet that segment’s particular product or service needs.26 Companies 
can also make a strategic choice to grow the business. Next, we discuss each of these strategies 
and their implications for what is required of the staffing function.

A cost-leAdeRship stRAtegy Firms pursuing a cost-leadership strategy strive to be the 
lowest-cost producer in an industry for a particular level of product quality. These businesses 
are typically good at designing products that can be manufactured efficiently (e.g., designing 
products with a minimum number of parts needing assembly) and at engineering efficient manu-
facturing and distribution processes to keep production costs and customer prices low. Walmart 
is a good example of a firm pursuing a cost-leadership strategy.

cost-leAdership strAtegy

be the lowest-cost producer for a 
particular level of product quality

Table 2-2  Sources of a Competitive advantage

Innovation: develop new products, services, and markets and improving current ones
Cost: be the lowest-cost provider
Service: provide the best customer support before, during, or after the sale
Quality: provide the highest-quality product or service
Branding: develop the most positive image
Distribution: dominate distribution channels to block competition
Speed: excel at getting your product or service to consumers quickly
Convenience: be the easiest for customers to do business with
First to market: introduce products and services before competitors
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Because organizations pursuing a cost-leadership strategy focus on keeping costs and 
prices low, they try to develop a competitive advantage based on operational excellence. 
Employees in these firms need to identify and follow efficient processes and engage in continu-
ous improvement practices. Manufacturing and transportation companies frequently adopt this 
approach. These organizations continually look for ways to reduce their costs and lower their 
prices while offering a desirable product that competes successfully with competitors’ prod-
ucts. Dell Computers, FedEx, and Walmart are good examples of companies whose competitive 
 advantage is based on operational excellence.

Most firms striving for operational excellence want trainable and flexible employees 
who are able to focus on shorter-term production objectives, avoid waste, and lower the com-
pany’s production costs. As a result, hiring employees who have high salary expectations is 
not necessarily desirable.27 Because organizations pursuing this strategy operate with tight 
margins and tend to rely more on work teams, it is not as helpful to pay the high price required 
to attract top talent. The return on this investment is not high enough, and the resulting pay 
disparity among employees can hinder their effective teamwork. Instead, the staffing goals 
for such an organization’s core production workforce are likely to include hiring people who 
are adaptable, efficiency oriented, team oriented, trainable, and willing to follow standardized 
procedures.

A diffeReNtiAtioN stRAtegy When a firm pursues a differentiation strategy it attempts 
to develop products or services that have unique characteristics valued by customers— products 
and services for which the firm may be able to charge a premium price. The dimensions along 
which a firm can differentiate include the image of the firm’s products (Rolex watches are 
an example), product durability (Carter’s children’s clothing), quality (Lexus automobiles), 
safety (the Volvo brand name), and usability (Apple Computers). As we mentioned ear-
lier, companies can pursue more than one strategy at a time. Southwest Airlines is both a 
cost leader and a differentiator. In addition to being a low-cost, no-frills airline, Southwest 
Airlines differentiates itself from its competitors by creating an unconventional atmosphere for  
customers.

Organizations pursuing a differentiation strategy often try to develop a competitive advan-
tage based on product innovation. This requires employees to continually develop new prod-
ucts and services to create an organization’s advantage in the market. These companies create 
and maintain an environment that encourages employees to bring new ideas into the company. 
These companies then listen to and consider these ideas, however unconventional they might 
be. For these companies, the frequent introduction of new products is key to staying competi-
tive. This strategy is common in technology and pharmaceutical companies. Johnson & Johnson, 
Nike, and 3M are good examples of organizations whose competitive advantage is based on 
product innovation.

Product innovators must protect their entrepreneurial corporate culture. To that end, they 
recruit, hire, and train employees to fit their innovative culture. That means that instead of 
selecting job candidates based only on their related experience, they also assess whether a 
candidate can work cooperatively in teams and whether she or he is open-minded and cre-
ative.28 An organization with a product innovation competitive advantage would likely seek 
a core workforce of research and development employees who have an entrepreneurial mind-
set, longer-term focus, high tolerance for ambiguity, and an interest in learning and discovery. 
Employees who need stability and predictability would not fit in as well. Individuals able to 
sift through large amounts of information to identify ideas that lead to new products or services 
would also be valuable to innovative companies. For example, P&G, which relies on innova-
tion to create new products and develop new markets, looks for curious, creative people who 
work well with others and welcome change.29 Firms pursuing a differentiation strategy based 
on innovation would likely make greater investments in their human resources and focus on 
hiring highly skilled workers for key research positions compared to companies pursuing a 
cost-leadership strategy.30

Being first to market with the best new products is usually the highest priority of product 
innovators. As a result, cost is less of a barrier when it comes to acquiring top talent for the firm’s 
key research and development positions. Individual contributions are important for this type  

operAtionAl excellence

maximizing the efficiency of the 
manufacturing or product development 
process to minimize costs

differentiAtion strAtegy

developing a product or service that 
has unique characteristics valued by 
customers

product innovAtion

developing new products or services
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of organization. Consequently, new hires who are motivated by pay-for-performance systems 
and who accept that pay disparities will exist among employees depending upon their contribu-
tions to new product development are likely to be good employees. Innovative organizations 
also need employees with a wider range of aptitudes and abilities than do organizations pursuing 
low-cost strategies in relatively stable markets.31

A speciAlizAtioN stRAtegy Businesses pursuing a specialization strategy focus on a 
narrow market segment or niche—a single product, a particular end use, or buyers with spe-
cial needs—and pursue either a differentiation or cost-leadership strategy within that market 
segment. Successful businesses following a specialist strategy know their market segment very 
well, and often enjoy a high degree of customer loyalty. This strategy can be successful if it 
results in either lower costs than competitors serving the same niche or an ability to offer cus-
tomers something other competitors cannot, say, nonstandard products and parts, for example. 
Sports clothing retailer UnderArmour, eyewear company Luxottica Group, and toymaker LEGO 
are examples of companies pursuing a specialization strategy.

Organizations pursuing a specialization strategy often try to develop a competitive advan-
tage based on customer intimacy and try to deliver unique and customizable products or ser-
vices to meet their customers’ needs and increase their loyalty. This approach involves dividing 
markets into segments or niches and then tailoring the company’s offerings to meet the demands 
of those niches. Creating customer loyalty requires employees to have operational flexibility 
as well as detailed knowledge about what their customers want so they can respond quickly to 
meet their needs, from customizing products to fulfilling special requests. Consulting, retail, and 
banking organizations often pursue customer intimacy strategies. High-end retailer Nordstrom 
is known for the high-quality customer service it provides customers. Employees in primary 
contact with customers would likely receive particular staffing attention due to their key role in 
obtaining customer intimacy.

Most service-quality experts say that hiring is not only the first but also the most criti-
cal step in building a customer-oriented company.32 Hiring active learners with good cus-
tomer relations skills and emotional resilience under pressure would complement a firm’s 
customer intimacy competitive advantage. It would also help ensure that the organization 
continually enhances its ability to deliver on promises to customers.33 Employee coopera-
tion and collaboration are important to developing customer intimacy, so firms pursuing this 
strategy should focus on identifying and attracting adaptable team players with good people 
skills.

Starbucks is an example of a firm that pursues this strategy. The company is able to 
command a high price for a cup of coffee because it focuses on its relationship with custom-
ers. But imagine if Starbucks replaced its workforce with cheaper labor, including people 
who don’t enjoy interacting with customers or people or who have weak communication 
skills. Soon Starbucks’s competitive advantage would begin to erode, and its brand would 
lose its luster. Quickly Starbucks would have to reduce the price of its coffee to keep custom-
ers coming back. Eventually, Starbucks could find itself pursuing a cost-leadership strategy 
rather than a specialization strategy because it failed to recruit and hire the right types of 
people.

A gRowth stRAtegy A growth strategy involves expanding the company to either increase 
the firm’s sales or allow the company to achieve economies of scale. The success of a growth 
strategy depends on the firm’s ability to find and retain the right number and types of employ-
ees to sustain its intended growth. The growth can be organic, happening as the organization 
 expands from within by opening new factories or stores. If it is, it requires an investment in 
recruiting, selecting, and training the right people to expand the company’s operations. This is 
what Starbucks has had to do as it regularly opens new stores.

Firms can also pursue growth strategies through mergers and acquisitions. Mergers and 
acquisitions have been a common way for organizations to achieve growth and expand interna-
tionally. In addition to expanding the organization’s business, mergers and acquisitions can also 
be a way for an organization to acquire the quality and amount of talent it needs to execute its 
business strategy.

speciAlizAtion strAtegy

focusing on a narrow market segment 
or niche and pursuing either a 
differentiation or cost-leadership 
strategy within that market segment

customer intimAcy

delivering unique and customizable 
products or services that better 
meet customers’ needs and increase 
customer loyalty

growth strAtegy

a strategy to expand the company 
either organically or via acquisitions
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For example, an organization whose growth strategy requires it to hire thousands 
of additional experienced information technology consulting specialists may seek to ac-
quire a company that already employs this talent. It is not unusual for organizations to 
acquire other companies solely for their talent and subsequently discontinue the busi-
ness the  acquired company was initially in. Fast growing technology companies Google, 
Facebook, and Zynga frequently buy start-ups to acquire their engineers and founders and 
then jettison their products.34 Employees in redundant positions or in jobs not needed by the 
merged  organization are reassigned or let go and the targeted talent is incorporated into the 
 acquiring company’s ranks. Assuming the targeted talent stays with the merged organiza-
tion, which is not guaranteed, this strategy can be effective in expanding an organization’s 
talent base. It is important to consider the match between organizational cultures, values, 
talent philosophy, and human resource practices when using mergers and acquisitions as 
a way to implement a growth strategy. Mismatches between merged or acquired organi-
zations can result in the loss of talented employees. Mergers and acquisitions often fail 
because of people issues rather than technical or financial issues. For example, a culture 
clash prevented the DaimlerChrysler, AOL/Time Warner, and Sprint/Nextel mergers from 
achieving the anticipated synergies.35

Table 2-3 illustrates the staffing implications of the different sources of competitive 
advantage.

Table 2-3  Staffing Implications of the Different Sources of Competitive advantage

Source of Competitive advantage Description Staffing Implications

Operational Excellence (Low Cost) •  Focus is on the efficient production and 
delivery of products and/or services

• Efficiency focus

• Adaptable

• Trainable

•  Objective is to lead industry in both 
price and convenience

•  Willing to follow standardized 
procedures

Product Leadership (Innovation) •  Provide a continuous stream of new 
cutting-edge products and services

• Top research talent

• Entrepreneurial mind-set

• Creativity

•  Objective is the fast commercialization 
of new ideas

• High tolerance for ambiguity

•  Interested in and motivated by  
learning and discovery

Customer Intimacy (Customization) •  Tailor and shape products and services 
to fit each customer’s needs

• Adaptable

• Learning oriented

•  Objective is long-term customer loyalty 
and long-term customer profitability

• Networking skills

• Customer relations skills

• Emotional resilience

Growth •  Expand the company to either increase 
the firm’s sales or allow the company to 
achieve economies of scale

• Fit with company culture

• Future oriented

•  Flexible (willing to assume  
multiple roles)

• Willing to take controlled risks
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making changes to the firm’s Business strategy—and staffing

Strategy implementation and strategic change require large-scale organizational changes, one of 
the largest of which may be the nature of the competencies, values, and experiences required of 
employees. Depending on the nature of a strategic change, some employees are likely to lack the 
willingness or even the ability to support the new strategy. Targeting the staffing effort to hire 
people who will be willing and able to implement a new strategy may help the strategy to take 
hold and ultimately influence its effectiveness.

Imagine an organization currently manufacturing semiconductor chips. The competitive 
environment is such that the organization must compete on cost. The organization is focused on 
operational efficiencies to control expenses, and tries to hire the best labor it can at the lowest 
wages possible. Its focus is on keeping hiring and training costs contained, and the organization 
promotes from within, when possible, to help achieve these goals. Now consider what would 
change if the organization identifies a better competitive position by specializing in designing 
new and innovative computer chips and outsourcing their production. The organization’s recruit-
ing focus would now be on identifying and attracting the best and brightest research and devel-
opment talent to join the organization, and the cost of doing so would be less of a factor. External 
hires would be more prevalent despite their higher cost because the need for the top chip design 
skills would require the firm to invest in new, more expensive talent. The return on the larger 
staffing investment would be much greater than under the old low-cost producer strategy. Intel 
went through this type of transformation in the early 1970s when it moved from being a producer 
of semiconductor memory chips to programmable microprocessor chips.

Because staffing influences the skills, motivations, and interests of the organization’s 
employees, unintended strategies may emerge in an organization as employees exercise their 
interests and skills. These emergent strategies can actually create new market opportunities for 
the firm and influence future business strategy. For example, an organization intending to become 
a leader in pharmaceutical drug research and development may alter its course toward genomics 
research because it finds that many of the scientists it has hired to do traditional research have 
skills and expertise in this area as well.

how the organizational life cycle Affects staffing

The organizational and product life cycle can also influence a firm’s choice of strategy. As 
a firm or a particular product ages, it grows, matures, declines, and dies. A firm’s strategies 
often change to adjust to the different stages in the life cycle. During the introduction stage 
when a company is forming, attracting top technical and professional talent is often a prior-
ity, often requiring the company to meet or exceed market compensation rates. Firms that lack 
the resources they need to attract the talent they require to get off the ground sometimes offer 
applicants ownership in the company (company stock, generally). During the growth stage, new 
companies or products must set themselves apart from competitors to gain customers and market 
share by pursuing innovation or differentiation strategies. Because they are less established and 
thus higher-risk employers, they often need to invest more money and resources in staffing to 
attract the talent they need to grow. They usually lack a large and strong internal talent pool, 
and they need to hire new employees externally as they grow. Because of their rapid growth, 
employees are likely to be promoted or transferred to other positions faster than during the other 
stages of an organization’s life cycle.

During the maturity stage of the life cycle, the firm’s products and services have fully 
evolved, and their market share has become established. The company’s focus then shifts to 
maintaining or obtaining further market share via a cost-leadership strategy. Companies achieve 
this by streamlining operations and focusing on efficiency. Because mature companies have a 
larger pool of internal talent from which to draw, the talent focus becomes more internal dur-
ing this stage, and promotion opportunities can decrease unless the turnover of lower perform-
ers is managed carefully. Many companies also restructure during their mature years, which 
requires employees to be more adaptable and mobile as the company’s needs for workers and 
skills change.

Companies in decline are facing shrinking markets and weaker business performance.  
A company in decline can pursue a cost-leadership strategy and allow the decline to continue 
until the business is no longer profitable. Alternatively, it can try to make changes to revive its 
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product or service. If it chooses to try to change its product or service, the firm typically adopts 
a specialization or differentiation strategy.

Up to this point, we have discussed how a firm’s business strategy shapes its staffing 
needs and influences the characteristics it looks for in its new hires. A firm’s human resource 
strategy and its talent philosophy influence a company’s staffing strategy as well. We discuss 
this next.

the fiRm’s tAleNt philosophy

An organization’s talent philosophy is a system of beliefs about how its employees should 
be treated. Typically shaped by its founders, it reflects how an organization thinks about its 
employees. For example, some organizations view employees as partners and key stakeholders 
in the company, whereas others view employees as more expendable and easily replaceable.  
A company’s business strategy can also influence how a company interacts with its employees, 
which then affects how it decides to manage the movement of people into, through, and out of 
the company.

A firm’s human resource strategy links the entire human resource function with the 
firm’s business strategy. Strategic human resource management aligns a company’s values and 
goals with the behaviors, values, and goals of employees and influences the substrategies of each 
of the firm’s human resource functions, including its staffing, performance management, train-
ing, and compensation functions. The alignment of these separate functions creates an integrated 
human resource management system supporting the execution of the business strategy, guided 
by the talent philosophy of the organization.

An organization’s overall staffing strategy is the constellation of priorities, policies, and 
behaviors used to manage the flow of talent into, through, and out of an organization over time. 
An organization’s talent strategy thus encompasses its approaches to acquiring, deploying, and 
retaining its talent, and the choice of jobs to which it devotes greater or lesser resources. A firm’s 
staffing strategy ultimately reflects its business strategy, human resource strategy, and talent 
philosophy. We next look more closely at how a company’s talent philosophy shapes its staffing 
strategy.

If not created intentionally, a firm’s talent philosophy evolves on its own as the personal 
values of high-level managers are expressed in their hiring and talent management decisions and 
actions. Over time, these values and perspectives become those of the organization. Johnson & 
Johnson’s articulates its talent philosophy as part of the company credo.36

The four core questions to answer in developing a talent philosophy are summarized in 
Table 2-4. We will discuss each of the questions next.

filling Vacancies or hiring for long-term careers

An organization’s talent philosophy can focus on a short- or long-term horizon. Some organiza-
tions fill open positions with people able to do the open job without also considering their likeli-
hood of advancement. The only concern is getting a qualified person in the vacant job as soon as 
possible. Other organizations, including Nokia, believe in hiring people with the ability to both 
fill the vacant job successfully as well as move into other positions in the organization over time. 
Google is famous for hiring top talent even when it doesn’t have any opening as much to keep 
this talent from competitors as to build its own capabilities.37

tAlent philosophy

a system of beliefs about how a firm’s 
employees should be treated

humAn resource strAtegy

the linkage of the entire human 
resource function with the company’s 
business strategy

stAffing strAtegy

the constellation of priorities, policies, 
and behaviors used to manage the flow 
of talent into, through, and out of an 
organization over time

Table 2-4  Questions addressed by an Organization’s Talent Philosophy

 1. Do we want people to contribute to the company over long-term careers or do we want 
to focus on filling vacancies in the short term?

 2. Do we value the ideas and contributions of people with diverse ideas and perspectives?
 3. Do we see our employees as assets to be managed or employees as investors who 

choose where to allocate their time and efforts?
 4. What are our ethical principles when it comes to our employees?

M02_PHIL3491_03_GE_C02.indd   50 12/09/14   6:38 PM



	 Chapter	2	 •	 Business	and	Staffing	Strategies 51

If a company’s talent philosophy is to hire employees for long-term careers, it should 
focus on hiring people with both the potential and the desire to eventually be promoted. This 
increases the likelihood that employees will be able to take advantage of the training and career 
advancement opportunities the organization makes available. Such a company should also invest 
more heavily in the staffing system for its entry-level positions, as this is also the source of the 
company’s future leaders. P&G hires less than one-half of 1 percent of the 400,000 people who 
apply each year for its entry-level management positions, placing strong emphasis on candi-
dates’ values, empathy, and leadership and innovation skills.38 The company’s staffing invest-
ment is worth it as 95 percent of its talent starts at the entry level and progresses throughout the 
organization.39

If a company has high turnover, a better strategic choice might be to focus on filling 
vacancies quickly and hiring people who can hit the ground running. Why? Because any train-
ing costs are unlikely to be recovered if a new hire leaves quickly. If turnover is low and 
the company invests a lot of money and time developing employees, then the better strategic 
choice might be to hire employees for long-term careers. Similarly, if the company’s business 
involves long-term projects, or higher-level managers need a substantial amount of knowledge 
about how the company works to be effective, then hiring employees for long-term careers 
makes sense.

the firm’s commitment to diversity

Another component of an organization’s talent philosophy is its commitment to diversity.  
A firm can proactively recruit a diverse mix of people and strive to incorporate diversity into its 
workplace. Alternatively, the company can more passively let diversity “happen on its own” to 
the extent that it occurs. In light of the many laws and regulations we will cover in Chapter 3, 
actively managing diversity through staffing is usually the better strategic choice.

Diversity is important for more than legal reasons. Years of research have shown that 
well-managed, heterogeneous groups will generally outperform homogeneous groups in prob-
lem solving, innovation, and creative solution building, which are critical to business success 
in today’s fast-paced global marketplace.40 Organizations also benefit from diversity because 
their customers are diverse. In the United States today, African Americans, Hispanics, Asian 
Americans, and Native Americans have an estimated combined spending power of more than 
$1.3 trillion.41 Diverse employees may also be better able to understand and negotiate with dif-
ferent suppliers and customers and develop products and services that better appeal to different 
people.

An organization’s staffing strategy reflects its commitment to diversity. For example, 
3M values diversity, innovation, and long-term commitment on the part of its employees. 
Consequently, it focuses on attracting and hiring intelligent and intellectually curious individu-
als. As stated on its Web site, “At 3M, our recruiting efforts are first and foremost dedicated to 
identifying talent. With that goal in mind, we look for individuals from all walks of life that share 
our commitment to innovation and excellence.”42

An organization proactively seeking diversity is likely to establish relationships with 
recruiting sources of diverse people, and actively create a culture of inclusion. For example, 
Goldman Sachs diversity recruiting programs include hosting women’s leadership camps for 
undergraduate and MBA students to explore career opportunities, EmployAbility internships to 
give students with disabilities the opportunity to gain work experience, and a Pride Summit to 
introduce LGBT undergraduates to the company.43

This chapter’s Develop Your Skills feature will help you to assess your organization’s 
climate for diversity.

Applicants and employees as either Assets or investors

Another important way organizations differ in their talent philosophies is in viewing their job 
applicants and employees as either assets (i.e., “human capital”) or as investors. If applicants 
and employees are thought of as assets, the staffing focus is on managing costs and controlling 
the asset (as is the case with managing other assets, such as land, equipment, or steel). As a 
 result, the goal tends to focus on the acquisition and deployment of labor as cheaply and quickly 
as possible.
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By contrast, if applicants and employees are thought of as investors rather than expenses, 
the focus is on establishing a mutually beneficial relationship in which employees are recognized 
as investing their resources (time, talents, energy, and so forth) in the organization in exchange 
for a return on that investment (a supportive culture, good pay and benefits, professional devel-
opment, opportunities, and so on). Because talented employees (as investors) can choose not to 
invest in the company (by not applying for or accepting a job) or to discontinue their investment 
in the organization (by leaving) at any time, an organization with this philosophy does its best 
to be as attractive as possible to potential and current employees. When viewing applicants and 
employees as investors, the goal is to give them a return on their personal investment in the 
organization.

An organization’s staffing strategy reflects whether it looks at its employees as assets or 
investors. Viewing employees as an asset to be managed generally leads to a low-cost approach 
to staffing. A dominant staffing goal of an organization such as this would be to acquire as 
quickly and cheaply as possible employees who can perform the duties of a job. Recruiting 
sources and selection methods requiring the firm to invest a large amount of time or money 
would be less likely to be used. Although an asset-based talent philosophy is unlikely to gener-
ate a high degree of employee commitment,45 it can be an effective approach for organizations 
pursuing a low-cost strategy in which high levels of skill are not required, and high levels of 
turnover are not disruptive or prohibitively expensive.

By contrast, organizations that rely on the development of new products are likely to find 
that the commitment and efforts of its employees are key drivers of their success. Organizations 
such as Corning, Pfizer, Whirlpool, and Genentech, for example, may find themselves handi-
capped if they embrace an asset-based philosophy of talent. An asset-based philosophy will 
make it harder for them to attract top talent, retain good employees, and inspire their best 
performance.

If you want to reinforce your firm’s commitment to diversity 
and enhance your appeal to diverse job applicants, it’s helpful 
to  understand your organization’s current diversity climate. The 
following is a scale you can use to assess the climate for diversity 
in your organization:

Please indicate the extent to which you agree or disagree 
that your organization has the following characteristics. Write 
the number from 1 to 7 that corresponds to your answer in the 
space to the left of each item number.

Develop Your SkillS
 Measuring Your Firm’s Climate for Diversity44

1 2 3 4 5 6 7

Strongly Disagree Disagree Slightly Disagree Neither Agree nor Disagree Slightly Agree Agree Strongly Agree

______ 1. A shared commitment to organizational goals
______ 2. A demonstrated commitment to continuous learning
______ 3. Organizational flexibility, responsiveness, and agility
______ 4. A focus on innovation and creativity
______ 5. A collaborative conflict resolution process
______ 6. Team, interdependence, or collaborative work 

environments
______ 7. Participatory work systems and employee involvement
______ 8. 360-degree communication and information sharing
______ 9. Fair treatment for all internal and external stakeholders
______ 10. Power sharing
______ 11. Equitable systems for recognition, acknowledgment, 

and reward
______ 12. A demonstrated commitment to community 

relationships

______ 13. Equal access to opportunity for all employees
______ 14. Shared accountability and responsibility
______ 15. A commitment to diversity on the part of the organi-

zation’s leaders
______ 16. A demonstrated commitment to diversity
______ 17. A representation of different demographic groups at 

all levels of the organization
______ 18. Diversity-focused mission, goals, and strategies
______ 19. Diversity education and training
______ 20. A representation of different demographic groups 

among internal and external stakeholder groups

Scoring: Add up your scores. Possible scores range from 20 to 140. 
Scores above 110 reflect a more positive diversity climate.
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the firm’s commitment to ethical Behavior

An organization’s philosophy toward ethical issues including fairness, honesty, and integrity is 
reflected in its talent philosophy and staffing strategy as well. A firm with a talent philosophy 
focused on maintaining high ethical standards is more likely to explain to applicants its hiring 
process—that is, how the firm will make its hiring decision and the reasoning behind the assess-
ment methods it uses to evaluate job candidates. Communications with candidates are likely to 
be more frequent, and delays minimized. By contrast, firms whose staffing philosophies are less 
focused on ethics will be more prone to emphasizing hiring expediency and low recruiting and 
staffing costs at the expense of building trust with its job applicants and employees. Beverage 
and snack maker PepsiCo is a company that applies its core ethical values to its staffing and other 
HR practices and even explains its hiring process and gives interview tips on its Careers site.46

Numerous government agencies, professional organizations, and societies have developed 
guidelines to help organizations establish good standards for staffing and address many of the 
ethical issues and the grey areas of the law related to it. Some of the best sources for staffing-
related standards and ethical guidelines include the following:

•	 The American Psychological Association (APA).
•	 Publishes	a	document	that	describes	test	takers’	rights	and	responsibilities.	(Available	

online at www.apa.org/science/ttrr.html.)
•	 Publishes	the	Standards for Educational and Psychological Testing (1999) along with 

the American Educational Research Association, American Psychological Association, 
and the National Council on Measurement in Education. (Available for purchase online 
at www.apa.org/science/standards.html.)

•	 Publishes	 reports	 to	address	emerging	staffing	 issues,	such	as	 the	APA’s	position	on	
good and ethical Internet testing practice47 and test user qualifications.48 (Many of 
these reports are free on the APA’s Web site located at www.apa.org/science/testing.
html.)

•	 Publishes	ethical	guidelines	to	help	staffing	experts.	(Available	online	at	www.apa.org/
ethics/code2002.html.)

•	 The Society for Industrial and Organizational Psychology.
•	 Publishes	The Principles for the Validation and Use of Personnel Selection Procedures 

(2003). (Available online at www.siop.org/_Principles/principlesdefault.aspx.)
•	 Publishes	a	report	on	record	keeping	and	defining	job	applicants.49

•	 The Uniform Guidelines on Employee Selection Procedures (1978)—although this pub-
lication doesn’t cover Internet-related staffing issues, it provides a uniform set of legal 
standards governing the use of employee selection procedures and validation standards 
generally accepted by the psychological profession. (Available online at http://www.gpo.
gov/fdsys/pkg/CFR-2011-title29-vol4/xml/CFR-2011-title29-vol4-part1607.xml.)

•	 The Society for Human Resource Management (SHRM) represents over 200,000 human 
resource practitioners. The organization provides numerous resources and publications on 
its Web site (www.shrm.org). SHRM’s code of ethics for its members is also available 
online at http://www.shrm.org/about/Pages/ethics.aspx.

•	 Academy of Management—founded in 1936, the organization is a leading professional 
association for scholars dedicated to creating and disseminating knowledge about manage-
ment and organizations (www.aom.org). The code of ethics for members can be found at 
http://aom.org/About-AOM/Code-of-Ethics.aspx.

Table 2-5 offers some examples of how a firm’s staffing strategy is influenced by its HR 
strategy and talent philosophy.

deRiViNg the fiRm’s stAffiNg stRAtegy

Having an appropriate and high-potential strategy is useless unless it is executed properly. This 
usually poses the biggest strategic challenge for organizations. For example, when Ron Johnson 
became CEO of embattled department store chain JC Penney, employees as well as customers 
resisted the changes he tried to implement. Johnson found that his biggest challenge was not 
deciding which direction to take the company, but figuring out how to effectively execute the 
strategy.50 Staffing is a key step toward strategy execution.
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Table 2-5   How a Firm’s Talent Philosophy affects Its Human Resource 
Strategy and Staffing Strategy

Talent Philosophy Human Resource Strategy Staffing Strategy

Wants employees to 
contribute to the firm 
over long-term careers

Acquires, develops, and  
retains talent able to  
contribute to the firm  
over time

Hiring: Recruits and hires talent 
able to perform now and in future 
jobs

Deploying: Uses succession 
planning, career planning, 
and career development to 
take advantage of employees’ 
potential over time

Retaining: Retains top performers 
and high-potential employees

Values the ideas and 
contributions of people 
with diverse ideas and 
perspectives

Acquires and retains a diverse 
workforce; creates and  
maintains a culture of inclusion 
and respect to leverage  
diversity

Hiring: Recruits and hires diverse 
people

Deploying: Creates mentoring 
programs

Retaining: Rewards and promotes 
diversity “champions”

Views applicants and 
employees as investors 
of their time and effort

Develops mutually beneficial 
relationships with its 
employees; respects  
applicants and employees

Hiring: Attracts and hires 
employees who fit the firm’s 
culture and values; responds 
quickly to applicant inquiries

Deploying: Puts employees in 
jobs that match their interests and 
abilities

Retaining: Allows flexible work 
arrangements to meet employees’ 
needs

Has high ethical 
standards regarding the 
treatment of its  
applicants and 
employees

Treats applicants and 
employees with fairness, 
honesty, and integrity

Hiring: Explains the hiring 
decision-making process and the 
uses of all assessment methods; 
hires based on merit; complies 
with laws

Deploying: Gives honest 
performance feedback

Retaining: Promotes based on 
merit

Ultimately, a firm’s business strategy depends on employees’ willingness and ability to 
execute it. Leaders with a talent mind-set generally share Allied Signal CEO Larry Bossidy’s 
conviction that “At the end of the day, we bet on people, not strategies.”51 Leaders like Bossidy 
believe that building their talent pool leads to a competitive advantage in and of itself. Therefore, 
it is an important part of their jobs.

An organization’s staffing strategy should be derived from and be clearly supportive of its 
human resource strategy, which, as we have said, links the entire human resource function to the exe-
cution of the organization’s overall business strategy.52 It addresses the question, “how will the orga-
nization’s talent acquisition and retention, training, compensation, and performance management 
functions contribute to the organization’s competitive advantage and help it successfully compete.”

As we have noted, there are many ethical issues related to staffing that human resource 
professionals have to consider. We will continue to discuss them throughout the book.
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For example, RMB Holdings is the holding company of some of South Africa’s leading 
financial services companies. RMB’s human resource strategy is to “recruit, build and retain the 
best people from South Africa’s diverse population base. In particular, it seeks people with an 
entrepreneurial attitude and encourages an owner-manager culture. People are empowered, held 
accountable for their actions, and are rewarded appropriately.”53 Likewise, the human resource 
strategy for Metso, an organization whose core businesses are fiber and paper technology, rock 
and mineral processing, and automation and control technology, is reflected by the following:

The aim of Metso’s human resource strategy is to ensure the availability of skilled 
and committed personnel needed by Metso’s businesses and to develop such human 
resource policies that allow utilizing the intellectual capital in achieving common goals. 
The goals of the human resource strategy further involve directing the transformation 
in Metso towards a new type of knowledge environment, staying up-to-date with the 
surrounding world and anticipating changes affecting human resource policies.

The role of the human resource function is to safeguard the development of 
knowledge and competencies, as well as the development of leadership required for a 
motivating working atmosphere and the desired personnel structure. The tasks of the 
human resource function further involve providing support to networking and establish-
ment of sustainable ways of operation. Moreover, we ensure for our part that Metso is 
an attractive and respected employer to both existing and future Metso professionals.54

The primary staffing strategies for both of these organizations are easily derived from their 
broader human resource strategies.

As we have explained, if a business wishes to pursue a low-cost strategy, it will need 
to focus on controlling labor costs, reducing expensive turnover, and hiring people willing to 
work for market or below market wages. Its training programs will likely be streamlined and 
focus narrowly on currently needed behaviors and skills. And rather than rewarding innovation, 
the company’s performance management system is likely to reward performance. This, in turn, 
directly affects its recruiting and staffing functions. As we will cover extensively in Chapter 4, 
consistently  doing a job analysis will translate every position in the organization into a set of 
employee competencies, styles, and traits to which applicants can be matched. The goal is to 
hire people who have the talents necessary to execute the business strategy. To do this, manag-
ers need to determine: (1) the investment that needs to be made to staff each job; (2) whether to 
recruit people for only the present job opening or future, advanced openings; and (3) the skill 
levels needed by new hires. Identifying these and other goals establishes a critical link between 
the organization’s business strategy and its HR (and staffing) function. At a minimum, an orga-
nization’s business strategy is likely to influence (1) its talent philosophy, (2) the type of people 
the organization recruits, (3) the type of information communicated during the hiring process, 
(4) the type of recruiter used, and (5) the type of recruitment media used to publicize openings.55

Because staffing activities are not the only human resource activities an organization under-
takes, it is also important that the strategies of each functional area of human resources comple-
ment each other as well as the organization’s higher-level human resource strategy. For example, a 
staffing strategy of hiring people with the potential to fill higher-level positions over time would be 
unlikely to work without well-designed and implemented training and development systems. A broad 
 understanding of the role of the organization’s human resource systems and functions that support the 
business strategy guides the development of more specific strategies for each of the functional areas.

the fiRm’s stRAtegic stAffiNg decisioNs

As we have explained, a company’s talent philosophy reflects how it thinks about its employees 
and influences its staffing strategy. Organizations have to make several decisions when it comes 
to developing and executing their staffing strategies. The nine decisions that influence a com-
pany’s staffing strategy are summarized in Table 2-6 and will be discussed in greater detail next.

should we establish a core or flexible workforce?

An organization’s core workforce consists of people who are perceived by the organization to 
be regular employees who are central to what the organization does or produces. These workers 
are considered to be important, longer-term contributors to the company. Therefore, the com-
pany tries to retain them for longer periods.

core workforce

longer-term, regular employees
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Flexible workers, or contingent workers, have less job security than the firm’s core work-
force. These people may be temporary, leased, part-time, or contract workers. Typically, they have 
a formal contract with the organization that specifies the nature of their relationship. When a firm’s 
business slows down, flexible workers are usually let go before core workers. When the firm’s 
business expands, flexible workers are added sometimes to the workforce before core workers are 
until it’s clear the expansion will be permanent. In other words, a flexible workforce also allows 
a company to adjust quickly to volatile changes in demand for its products or services, thereby 
decreasing the likelihood it will have to lay off its core workforce when demand shifts again later.

Companies like Kelly Services, Accountemps, and Manpower provide temporary workers 
on an as-needed basis to help a firm adjust its workforce to its production needs. Eighty percent 
of employers use some form of nontraditional staffing arrangement, and many use more than 
one.56 3M uses a wide range of contingent workers to meet its varying workforce needs and to 
create a feeder pool for future hires.57 Mail-order companies and shipping companies like UPS 
and FedEx regularly use temporary workers to ramp up for busy holiday periods.

Flexible arrangements can also be used to help meet a company’s workforce needs. 
Flexible job arrangements that allow people to work outside of the traditional nine-to-five sched-
ule include job sharing, allowing employees to work part-time or work from home, and tak-
ing extended periods of time off to, say, attend school or raise children. Some flexible workers 
would prefer to be core workers and have greater job stability—especially if their companies 
offer better health, retirement, and vacation benefits to core workers. Other flexible workers like 
the arrangement, believing it helps them better balance their work and nonwork responsibilities, 
such as school and family life. In fact, in recent surveys, the majority of working women say 
working part-time would be the ideal employment arrangement for them.58 Moreover, some 
people would be unable to work at all if their schedules weren’t flexible. Thus, having a flexible 
workforce can help an organization tap underutilized, high-quality talent.

Organizations need to determine which jobs are best for core and flexible workers, and the 
appropriate mix of each. Traditionally, firms have been more willing to allow flexible arrange-
ments for employees in supporting functions than those in jobs more central to the organization’s 
strategic execution. However, this may be changing—especially as employers search for talent 
worldwide in order to become more globally competitive. As one IBM executive said about his 
company’s employees, who often work from home: “We don’t care where and how you get your 
work done. We care that you get your work done.”59

should our talent focus Be internal or external?

One aspect of an organization’s talent philosophy concerns its preference for developing, retain-
ing, and promoting employees, which is an internal talent focus, versus hiring new employees 
for higher-level jobs, which is an external talent focus. Which is the better choice? The answer 
depends on the organization’s business strategy; talent philosophy; the quality of its employee 
assessment, training, and development programs; and the quality and cost of talent available in the 
labor market. On the one hand, a video game producer might be constantly looking for new talent 
representative of its customers’ current tastes. This type of company would be less focused on 
recruiting internally. Focusing on hiring people from outside the company would help it continually 
acquire fresh talent with skills in the most recent technologies and trends. On the other hand, a firm 
with a customer service strategy might need to retain long-term employees who have developed 

flexible workers

temporary, leased, part-time, or 
contract workers, or independent 
contractors employed for shorter 
periods by firms as needed

internAl tAlent focus

a preference for developing employees 
and promoting from within to fill job 
openings

externAl tAlent focus

a preference for filling jobs with new 
employees hired from outside the 
organization

Table 2-6  Nine elements of the Staffing Strategy

 1. Do we want a core or flexible workforce?
 2. Do we prefer to hire internally or externally?
 3. Do we want to hire for or train and develop needed skills?
 4. Do we want to replace or retain our talent?
 5. What levels of which skills do we need where?
 6. Will we staff proactively or reactively?
 7. Which jobs should we focus on?
 8. Is staffing treated as an investment or a cost?
 9. Will staffing be centralized or decentralized?
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relationships with customers and understand how the company can best meet their needs. An exter-
nal talent focus could undermine such a strategy. For example, if the firm always looked externally 
to fill advanced positions, it would likely lead to high turnover among its customer service repre-
sentatives and hamper its ability to create and maintain quality relationships with its customers.

Indeed, some organizations focus solely on developing their own talent via succession 
planning and career development rather than hiring new employees for higher-level jobs. P&G’s 
build-from-within talent strategy focuses on building a strong talent pipeline by investing heav-
ily in candidate assessment to make the best hires and then in leadership development to build its 
next generation of business leaders. P&G understands that executing this strategy means control-
ling attrition that would disrupt its talent pipeline.60

Both approaches can be effective depending on the organization’s strategies and needs. 
Most companies use a mixed strategy that includes both internal and external hiring. Many com-
panies consider internal candidates first. If they cannot find suitable internal candidates, then 
they look externally. Alternatively, a firm can conduct internal and external searches simultane-
ously, giving preference to internal candidates.

An internal talent focus requires hiring people with the capability to perform well in cur-
rently open positions, who have the capability to perform well in the organization’s training and 
development programs, and who have the potential to assume leadership positions in the organiza-
tion later. It also requires a firm to invest in training and employee development to ensure it has a 
sufficient pool of qualified internal job candidates available. An external talent focus often requires 
paying a premium to acquire talent with the existing skills and experience to perform well in the 
organization’s currently open positions. If the firm cannot find appropriate talent outside the firm, 
it will have to develop and promote from within, find a way to substitute technology for the scarce 
skills, or do without those skills. Table 2-7 summarizes reasons organizations pursue each focus.

Table 2-7  Internal and external Talent Focuses

Why Organizations Prefer to Hire Internally:
• Internal hiring sends employees the message that loyalty and good performance can be 

rewarded with a promotion, thereby enhancing their motivation and retention levels.
• One promotion could generate the opportunity for others to be promoted to fill the jobs 

left vacant.
• Greater information is known about candidates who already work for the organization, so a 

more accurate assessment about their fit with the job can be made.
• Internal hires are likely to get up to speed in their new jobs faster because they are already 

familiar with the organization.
• Jobs can be filled faster.
• The return on the company’s investment in terms of training lower-level employees can be 

increased when more of them are ultimately promoted.
• The higher training and development expenses associated with internal hiring can be 

offset by lower turnover, recruiting, and hiring expenses.
• Smaller or lesser-known organizations sometimes have a more difficult time attracting 

external talent they desire.
• Organizations with a strong, positive organizational culture sometimes find that internal 

hires reinforce and strengthen their existing cultures more than external hires do.
Why Organizations Prefer to Hire externally:
• The firm lacks qualified internal candidates.
• External hiring can enhance an organization’s diversity.
• Focusing on external hires can increase the size and quality of the candidate pool.
• External hires can inject new ideas and perspectives into the organization.
• The firm’s cost of developing and maintaining internal training and development programs 

is greater than its cost of hiring externally.
• Internal promotions can be disruptive because they lead to other open positions that must 

be filled (creating additional promotion opportunities can also be a desirable outcome as 
listed previously).

• Too much internal movement can create instability and cause delays in the completion of 
projects.
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should we hire people with the skills we Need or train them  
to develop those skills?

Another strategic staffing decision is whether an organization should prefer hiring people who 
already possess the desired skills and competencies or whether it should hire people without 
those skills and train them instead. McDonald’s founder Ray Kroc once said, “If we are going to 
go anywhere, we’ve got to have talent. And, I’m going to put my money in talent.”61 Supporting 
this philosophy, McDonald’s created a worldwide management training center called Hamburger 
University, which has trained over 80,000 McDonald’s managers since its founding in 1961.62

Companies unable to pay competitive wages and, therefore, attract skilled workers might 
find it necessary to hire people willing and able to learn the job and train them instead. For jobs 
that are unique to an organization, skilled workers may not exist, which would make it necessary 
to hire people and put them through a company-developed training program. If a company does 
not have an appropriate training budget or program, if there is no time to train new hires, or if the 
job needs to be filled immediately, the better decision would be to hire people already able to do 
the job who can hit the ground running.

should talent Be Replaced or Retained?

Organizations can choose to try to minimize their turnover or accept whatever turnover occurs 
and hire replacements as openings occur. The advantages of letting turnover occur include 
 receiving a more frequent infusion of new ideas and talent, which can be useful for companies 
in fast-changing industries. For example, some biotechnology or computer software companies 
may find that their employees’ talents are obsolete within a few years. Unless they are willing 
to invest in retraining their employees, it might be beneficial to encourage them to leave after a 
few years and replace them with new graduates trained in the latest technology. When there is 
an abundant supply of people with the qualifications a firm seeks, replacing employees might 
also be less expensive than retaining current employees for certain jobs. The advantages of 
retaining workers include a more loyal and committed workforce with a better understanding 
of the company’s products, services, and processes, and decreased staffing costs. If a position 
is of particular importance to the running of the company, or if the talent needed by a particu-
lar position is difficult to find, focusing on retention can help to ensure that the position is  
rarely vacant.

which skills and what level of them should we seek?

One of the most critical staffing decisions concerns the types of skills a new hire should possess 
and the appropriate level of those skills. Although hiring managers often request “top talent,” 
most jobs do not require top skills in all areas. Objectively analyzing the job to determine exactly 
what is required for an incumbent to perform well is key to making this determination. This pro-
cess is called job analysis and is described in more detail in Chapter 4.

Some organizations’ staffing goal is to hire only the highest-ability individuals. To do this, 
the organization must first be able to recruit high-ability individuals and then be able to identify 
and hire the highest-ability applicants. Because there is a limited number of high-ability people, 
for many organizations this is an extremely difficult goal. Although this approach can be very 
appropriate for some organizations, such as top consulting firms or other businesses relying on 
knowledge workers to create new products, for many organizations it is not the best approach.

It is often more strategic to try to identify attributes that are difficult to change through 
training, and that effectively differentiate among applicants, and to hire people who already pos-
sess them. For example, technology services company EDS has a saying that they “hire the traits 
and train the skills.”63 Indeed, in a rapidly changing business environment like the one firms face 
today, focusing on applicants’ current skills is often insufficient. Employees need to also learn 
quickly, adapt to change, communicate effectively, and work well with others. Some jobs stay 
the same for long periods, and others change rapidly. Even clerical jobs, which we often don’t 
think of as rapidly changing, went through a period of rapid change in the 1980s and 1990s, 
when computers and word processing became mainstream. During this time, for many organiza-
tions hiring an office assistant skilled only at manual typing would not have been as strategic as 
hiring an office assistant able to use both a typewriter and a computer.
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should we pursue proactive or Reactive staffing?

Proactive staffing is done before situations or issues come up, rather than in response to them, 
as is the case with reactive staffing. An organization can staff its positions proactively or 
reactively in regard to diversity as well as talent quality. Proactive diversity decisions would 
include recruiting from sources known to be diverse, tracking the diversity of hires produced 
by each recruiting source, and constantly monitoring the firm’s progress toward its diversity 
goals. This is generally better than making reactive staffing decisions following a specific event, 
such as being sued for hiring discrimination. Reactive organizations take a more “wait-and-see” 
approach to staffing, while proactive organizations try to identify practices or situations that 
could be problematic and work to improve them before they become problems.

Organizations typically recruit when they need to fill a specific job opening, which is  
job-oriented staffing. However, when labor markets are tight and good recruits are hard to find, 
organizations must pursue talent-oriented staffing and pursue scarce talent constantly—not just 
when a vacancy occurs. This alternative philosophy encourages people within the firm to iden-
tify where its future skill gaps are going to be well in advance of its actual needs. This way the 
firm can inject a continuous stream of talent into the staffing pipeline to ensure there are always 
qualified people in various stages of the hiring process. For example, in the previous chapter, 
Mike, a human resource professional with Soles, kept two job finalists in the pipeline for future 
openings. Similarly, because of the nursing shortage in many areas of the country, some hospi-
tals are partnering with local high schools to encourage students to go into nursing.

Some firms create unique, or idiosyncratic, jobs for people with talents the organization 
can put to use. Idiosyncratic jobs are created around a current or new employee’s unique experi-
ence, knowledge, skills, interests, and abilities.64 Rather than focusing on whether there is cur-
rently an opening before evaluating available talent, the person is hired and then a job is created 
to exploit the individual’s strengths. For example, when someone steps down from a position in 
the White House, it is common for a consulting or lobbying firm to hire him or her in a “consult-
ing” role to take advantage of their connections.

An additional advantage of a talent-oriented philosophy is that it can speed up the hiring 
process and decrease the amount of time jobs stay unfilled. With qualified job candidates already 
in the advanced stages of the hiring process, hiring will be faster when a position opens. Because 
more time is taken to generate qualified job candidates, a deeper pool of candidates is usually 
created as well. This approach to filling jobs can be a better strategic choice than the traditional 
approach of waiting for a position to open. In fact, at The Container Store, store managers are 
 required to invest two to three hours per week interviewing job candidates. The idea is to help 
the company attain its goal of never having to place a job ad anywhere! Prescreened job candi-
dates exist before the next job opening even occurs. By maintaining a roster of qualified candi-
dates to call on, even when seasonal employees need to be hired, the home office’s two-person 
recruiting staff does not need to get involved.65

Whether an organization’s talent philosophy is talent oriented or job oriented influences its 
staffing strategy. A talent-oriented philosophy often requires organizations to recruit regionally 
or nationally, and to assess how candidates can meaningfully contribute to the company rather 
than evaluating candidates against predefined job requirements. A job-oriented philosophy has a 
better chance of attracting the active, local job seeker who is considering a job change or is cur-
rently unemployed than attracting top talent who could really add value to the organization but 
who perhaps is already employed or would have to relocate.66

Whether a firm’s staffing is proactive or reactive will also depend on the degree to which 
staffing is considered an important contributor to the company’s business strategy. If the firm 
develops its business strategy without considering the staffing issues related to it, the staffing is 
reactive. If the firm considers its staffing issues in conjunction with its business strategy, then the 
staffing decisions are proactive and strategic.

which Jobs should we focus on?

Another aspect of a successful talent strategy involves identifying key jobs on which to focus 
 additional attention and resources because of their importance to the company’s performance 
and execution of its business strategy. Not all jobs warrant equal investment in recruitment 
or staffing activities. A company’s key jobs are those that in some way create value for the 

proActive stAffing

done before situations or issues arise

reActive stAffing

done in response to situations or issues

job-oriented stAffing

hiring to fill a specific job opening

tAlent-oriented stAffing

recruiting and even hiring without a 
specific job opening
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organization by contributing to the generation or retention of clients’ business or the creation 
of new capabilities or products for the organization. Whenever there is performance variability 
among people working in the same position, there is the potential to improve that position’s 
contribution to the organization by raising the average performance level of those employees. 
For example, if some salespeople sell substantially more of a company’s product than do others, 
staffing improvements may be identified that result in the hiring of a greater number of higher-
performing salespeople and fewer lower-performing salespeople.

The company must identify which jobs and roles are critical to obtaining its competitive 
advantage. Focusing on better staffing the identified positions should help the company execute 
its business strategy and enhance its competitive advantage. If, for example, FedEx executives 
are asked which would have a greater impact on profitability, a 15 percent improvement in their 
pilots or a 15 percent improvement in their couriers, they will identify the couriers. This illus-
trates the fact that it is not necessarily the employees who are paid the most money who deserve 
the most attention—it is the employees who are a key component of value creation.67

Imagine a group of Dell Computer customer service representatives responsible for 
answering customers’ questions about the company’s products and solving product problems. 
This is a key position because the people in it are responsible for marketing the company’s 
products and keeping customers satisfied with their purchases. Some of the customer service 
representatives are extremely effective at communicating with callers to understand their issues, 
and they provide clear and correct answers and solutions. Other customer service representatives 
are much less effective, taking much longer to understand callers’ questions and problems, and 
sometimes providing them with incorrect or ineffective answers and solutions. Callers to these 
lower-performing customer service representatives are unhappy with the company’s inability to 
address their needs and are less likely to buy the product again or recommend it to others than are 
callers speaking to the higher-performing representatives.

Because employees in this position create wealth for Dell by retaining its customers and 
selling them additional products, the staffing practices related to the job are worth investing in. 
If Dell can improve its staffing system to recruit and select better customer service representa-
tives who will be more effective, the firm is even more likely to retain its customers, experience 
better word-of-mouth advertising, and generate additional business. If the average productivity 
of the customer service representatives also increases because of the new staffing system, fewer 
customer service representatives may be needed.

is staffing an investment or a cost?

It is common for an organization’s average cost per hire to be many thousands of dollars. One study 
found that organizations with 1,000 or more employees spend an average of 43 days and $4,285 
to fill an open position.68 Staffing activities can be expensive. However, it’s a mistake to view the 
expense purely as a cost to be minimized. The investments made in recruiting, staffing, and retaining 
employees can lead to financial returns in terms of higher performance and productivity for the firm, 
stronger future leaders, lower training costs, and lower recruiting and staffing expenditures due to 
fewer vacancies. Just as effective investments in marketing and advertising can lead to a larger and 
more profitable customer base, investments in sourcing and recruiting can generate a greater number 
of higher-quality job applicants who are interested in joining and contributing to the company.

If there can be meaningful performance differences among workers in the same job, staffing 
is a good investment. The best software developer at Apple is at least nine times as productive as 
the average software engineer at other technology companies. Nordstrom’s best sales associates 
sell at least eight times as much as the average sales associate at other department stores. Even the 
best blackjack dealer at Caesar’s Palace in Las Vegas keeps players playing at least five times as 
long as the average Strip dealer.69 Investing in finding and hiring above average talent for these 
positions can result in a sizeable return on investment even if a company needs to pay them above 
the market average. Even in jobs of medium complexity, top performers have been found to be 
12 times more productive than lower performers, and 85 percent more productive than an average 
performer. In the most complex jobs—the jobs insurance salespeople and account managers hold, 
for example—a top performer is 127 percent more productive than an average performer.70 These 
are not pie-in-the-sky numbers. Other research has shown that higher-quality employees can gen-
erate even larger dollar value differences in performance than in our illustration.71
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In addition to boosting productivity, staffing systems also have the potential to enhance 
employee retention.72 Thus, any benefits from better staffing last over the longer tenure of the 
new hires’ employment with the firm, further increasing the company’s return on its staffing 
investment. For most companies, investing a little more money recruiting, hiring, and retaining 
better employees is likely to lead to a good return if the new system results in the consistent hir-
ing of star employees.

This is not to say that staffing costs are unimportant. Organizations must strike a balance 
between making a long-run investment and achieving their short-term cost goals. Most compa-
nies, particularly smaller ones, cannot pay unlimited amounts for optimal staffing systems. To 
illustrate the possible return on investment for a staffing system, assume an organization has to 
hire 1,000 salespeople in the next year and that it has a choice of two different staffing systems. 
Both systems have similar, but not identical, capabilities. One system costs $900,000 while 
another costs $1.3 million. Because human resource expenditures are treated typically as a cost, 
many managers and businesses would opt for the cheaper system. But which system is the better 
strategic choice? Assume the latter system generates employees who average $10,000 more in 
sales per employee per year than the cheaper system and 30 percent of those sales is profit. In 
the very first year, the $400,000 investment in the more expensive staffing system would yield  
$3 million more in profit ($10,000 × 0.3 × 1,000), before taxes. This simple example illustrates 
how decisions may differ when viewing staffing as an investment rather than as an expense.

Technology and a looser labor market can reduce the average hiring cost for an organiza-
tion. However, the costs still amount to a considerable investment for most companies. That 
said, the cost of the system is not what is most important. The most important issue is to deter-
mine the return on investment, which we just did with our previous calculations. Unfortunately, 
many companies don’t take the time to quantify the cost–benefit trade-offs when it comes to 
their staffing decisions. Maximizing the company’s return on that investment requires the staff-
ing function to prioritize its goals and make appropriate trade-offs among them.

should our staffing function Be centralized or decentralized?

Who should manage the staffing process? This is a key aspect of a firm’s staffing philosophy. 
A staffing function is centralized when an organization that has multiple business units has one 
staffing unit responsible for meeting at least some of the needs of all the company’s business 
units. Each business informs the centralized staffing function when it needs to hire, and the 
staffing unit then sources, recruits, and prescreens candidates. The local business unit is still 
responsible for making a final hiring decision from the group of candidates or finalists sent to it 
by the staffing unit.

centralized staffing is a situation in which all of an organization’s staffing activities 
are channeled through one unit. Sometimes called shared services staffing, it allows for greater 
economies of scale. Multiple positions can be filled from the same candidate pool, and optimal 
hiring practices can be leveraged across the organization. By centralizing its staffing, a firm can 
quickly reallocate its resources to meet the company’s changing business priorities. Centralized 
staffing also tends to result in policies and procedures that provide some level of uniformity for 
the organization. The firm can “brand” its image as an employer by ensuring consistency in how 
the organization presents itself and its job opportunities.

Decentralized staffing occurs when the different business units of a company each house 
their own staffing functions. Decentralized staffing gives units more localized control over their 
recruiting and staffing activities. Given local control, a recruiter can improve his or her under-
standing of what type of person will be most successful in a particular unit. The structure also 
gives recruiters greater flexibility to source and recruit in the best way for their location and 
labor markets. A decentralized staffing function is also more responsive to the needs of hiring 
managers because the staffing specialists report directly to them versus someone at the com-
pany’s headquarters. However, with decentralized staffing, the firm’s staffing metrics are less 
likely to be tracked or consolidated. This can result in the units duplicating the company’s staff-
ing efforts and result in higher costs. For example, a good applicant who ultimately isn’t hired 
by one unit might never be considered by another unit of the company despite being a great fit.

Some organizations use a combination of centralized and decentralized approaches. Some 
areas of the staffing function are shared, and others are decentralized and tailored to meet the 

centrAlized stAffing

a situation in which all of an 
organization’s staffing activities are 
channeled through one unit

decentrAlized stAffing

the different business units of a 
company each house their own staffing 
functions
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needs of each business unit or region. The combined approach (also called the hub and spoke 
approach) can maximize each business unit’s flexibility as well as standardize the staffing met-
rics used throughout the company, minimize redundancies, and leverage technology and best 
practices. A combined approach can also help staffing personnel build a more credible and pro-
ductive relationship with the firm’s hiring managers by giving them more hiring discretion than 
they would have under a centralized structure.

Organizations are increasingly outsourcing different sourcing and recruiting functions 
to outside vendors able to best provide different services at a better cost. This approach can  
increase staffing flexibility and enable the organization to respond to different or changing needs 
in different countries or regions. The increased use of local expertise can also help a company 
better understand and recruit from global labor markets. For example, in Mexico business is 
often conducted through personal relationships. Candidates are often hired by a recruiter whom 
they already know. In China, recruiters must fully understand the business, company values, and 
the position as well as be able to handle recruiting challenges, including finding talent in a rural 
area. Local recruiters’ established local networks, familiarity with cultural nuances, and experi-
ence with local laws can make them an invaluable staffing resource.73

AchieViNg A competitiVe tAleNt AdVANtAge

An organization’s talent can create a competitive advantage by influencing the quality of the 
organization’s stock of talent or the superiority of its work processes.74 Resource stock and 
process capabilities reflect the difference between human capital advantage and human process 
advantage. The organization can generate human capital advantage by hiring and retaining 
outstanding people, and producing a stock of exceptional talent.

A human process advantage is obtained when the firm’s work gets done in a supe-
rior way. The phenomenon can be thought of as a function of complex processes that evolve 
over time as a result of learning, cooperation, and innovation on the part of employees. Human 
process advantages are very difficult to imitate.75 For example, a firm might have very smart 
and capable managers (high-quality talent stock) but fail to fully utilize their talents—perhaps  
because the politicking and infighting between the firm’s departments are excessive (poor work 
processes). Thus, an organization achieves a competitive talent advantage if it has a better stock 
of employees working with better processes.

Given that any competitive advantage erodes over time, an organization must do what it can 
to defend its current position by regularly undertaking new strategic initiatives. These initiatives 
can include broadening the company’s product line or customer support (e.g., offering free or 
low-cost training to product users), patenting alternative technologies, further reducing costs and 
prices, and acquiring talent ahead of the company’s present needs to keep them from being hired 
by potential competitors. Indeed, getting the right people on board before they are needed can 
defensively prevent them from being hired by the competition and offensively ensure they will 
be available when the organization needs them. For example, Praxair, a worldwide provider of 
industrial gasses, believed that it could not afford to wait for the firm’s future growth to finance its 
human resources. Knowing the talent had to be in place before the company could be successful, 
it made acquiring new talent and developing employees a top spending priority.76 An economic 
downturn is often an excellent time for organizations to build up their talent reserves because the 
looser labor market makes it easier to hire good people at an affordable cost. When an industry is 
in an upswing, the labor pool becomes tighter, and the competition for talent heats up.

combined ApproAch

a combination of centralized and 
decentralized staffing

humAn cApitAl AdvAntAge

acquiring a stock of quality talent that 
creates a competitive advantage

humAn process AdvAntAge

superior work processes that create a 
competitive advantage

Starbucks’s Staffing Strategy

How can Starbucks use staffing to pursue its growth and differentiation strategies and maintain its com-
petitive advantage? Starbucks needs to offer premium service if it is to command premium prices for its 
products. Maintaining a high level of customer service while the company expands and opens hundreds 
of new stores is a big challenge. Because the quality of its customer service depends on the efforts of 
its employees, who it calls “partners,” Starbucks tries to hire people who are adaptable, self-motivated, 
passionate, and creative team players.77

To keep them committed, Starbucks treats its partners as investors by also investing in them, which 
helps it to retain its valued talent. The company’s strong mission and values statement emphasizes 
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Summary

A firm’s talent philosophy and business strategy influence the 
human resource strategy that guides its staffing strategy. Its 
talent philosophy reflects how it thinks about its employees. Its 
business strategies are created to leverage the firm’s resources 
and capabilities in ways that result in superior value creation 
compared to their competitors. Its competitive advantage 
depends on its ability to leverage the resources and capabilities 
that derive from the talent it is able to hire and retain. How it 

positions itself to compete in the marketplace determines the 
competitive advantage it needs to create and the staffing strat-
egies it needs to pursue to acquire and retain the appropriate 
talent. A company’s choice and execution of its staffing strat-
egy influence the number and types of people it hires, and thus 
its ability to maintain a competitive talent advantage as a result 
of its human capital and processes.

Takeaway Points

 1. If a firm seeks to achieve a competitive advantage, its staffing 
strategy should support its business strategy. Different strategies 
require different types of employees. A cost-leadership strategy 
requires trainable and flexible employees who are able to focus 
on shorter-term production objectives and avoid waste, and who 
are concerned about production costs. The goal in this case is to 
develop a competitive advantage based on operational excellence. 
A differentiation strategy based on innovation requires employ-
ees who fit the firm’s innovative culture. A company pursuing a 
specialization strategy based on customer intimacy would need to 
hire adaptable, active learners with good people and customer rela-
tions skills, and emotional resilience under pressure.

 2. The resource-based view of the firm proposes that a company’s 
resources and competencies can produce a sustained competitive 

advantage by creating value for customers by lowering costs, pro-
viding something of unique value, or some combination of the two. 
Because the talent resources created by staffing can be valuable, 
rare, inimitable, and nonsubstitutable, staffing has the potential to 
create a competitive advantage for a firm. Acquiring the right tal-
ent is not enough, however. The company must be appropriately 
organized to take full advantage of its talent resources.

 3. An organization would use job-oriented staffing when it needs to 
fill a specific job opening. It would pursue talent-oriented staffing 
when labor markets are tight and good recruits are hard to find, or 
to address anticipated skill gaps in advance of actual needs.

 4. A firm can achieve a human capital advantage by hiring a stock of 
quality talent and retaining outstanding people. A human process 
advantage occurs when the firm’s work gets done in a superior 

creating a respectful and positive work environment, which also helps keep its partners satisfied. Even 
though two-thirds of its employees work part-time,78 Starbucks’s frequent appearance on the list of 
Fortune’s Best Places to Work reflects its reputation as an employer that cares about its people.79 This, 
too, helps it continue to recruit good people. Starbucks offers competitive wages and good benefits, 
including comprehensive health benefits for full- and part-time employees, tuition reimbursement, vaca-
tion, a 401(k) plan, and stock options. The generous benefits reflect its philosophy of creating a respect-
ful and positive work environment, help keep turnover low, and generate a ready pool of experienced 
employees who can assist in its expansion efforts.

In addition to having a reputation for treating employees well, Starbucks is also known for its social 
responsibility initiatives, including outreach programs into communities both where stores operate and 
where its coffee is grown. Dave Pace, executive vice president for partner resources, explains, “We do 
it because it’s the right thing to do.…But from my perspective it’s also a terrific recruiting and reten-
tion tool.”80 By living its values and mission statement, Starbucks is able to attract people who share its 
values.

To bring in new partners, Starbucks has implemented a staffing strategy that is both centralized 
and decentralized. According to Sheri Southern, vice president of partner resources for Starbucks 
North America, Starbucks’s staffing strategy is, “To have the right people hiring the right people.” 
Experienced store managers often make initial contact with potential recruits in the stores and at job 
fairs. Word-of-mouth and the company’s Web site also generate leads. Hiring managers receive hiring 
guidelines containing questions that help reveal whether recruits have the core competencies necessary 
for the job. The company also encourages recruits to self-select out of the hiring process by clearly stat-
ing in its hiring advertisements and on its Web site that it wants people who are adaptable, dependable, 
passionate team players. Starbucks also maintains a database of hundreds of thousands of online candi-
dates who have answered preliminary informational and skills-based questions. This gives the company 
a head start on the hiring process, allowing it to staff more quickly.81
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way as a result of effective processes that evolve over time, such 
as learning, cooperation, and innovation on the part of its employ-
ees. Human process advantages are very difficult to imitate.

 5. Strategic staffing decisions include whether to: have an internal or 
external talent focus, establish a core or flexible workforce, hire 
people with the skills the firm needs or train them to develop those 

skills, replace or retain talent, and pursue proactive or reactive 
staffing. It is also important to address what levels of which skills 
should be sought and which jobs should be focused on, as well as 
whether staffing should be viewed as an investment or a cost and 
should be centralized or decentralized.

Discussion Questions

 1. How can a resource-based approach ensure that staffing decisions 
in a company will produce a sustained competitive advantage?

 2. What is the difference between treating employees as assets and 
as investors? When is it appropriate for an organization to treat 
employees as investors? When is it appropriate for an organization 
to treat job applicants and employees as assets?

 3. An HR consulting firm requires highly creative people from diverse 
industry backgrounds to design and implement HR subsystems for 

the organization and to develop their workforce. In this context, 
would you recommend a core or a flexible workforce?

 4. Discuss the type of staffing approach used for each of the four pos-
sible business strategies mentioned in the Chapter.

 5. List the costs and benefits of having an internal staffing focus. 
Then list the cost and benefits of having an external staffing focus. 
What are the trade-offs between the two approaches?

Exercises

 1. Strategy Exercise: Form a small group of four to five students. 
Identify a business that you could start. What type of business 
would you propose? What business strategy would you follow? 
What staffing strategies would you use and why? How does the 
resource-based view inform your thinking?

 2. Opening Vignette Exercise: Working individually or in a small 
group, reread the chapter vignette on Starbucks and address the 
following questions. Be prepared to share your answers with the 
class after 20 minutes.

 a. What staffing issues would create the biggest obstacles to 
Starbucks’s ability to execute its growth and specialization 
strategies?

 b. What would you recommend Starbucks do to overcome the 
obstacles you identified?

 3. Develop Your Skills Exercise: Think of an organization that you 
currently work for or have worked for in the past as you com-
plete the “Measuring Your Firm’s Climate for Diversity” assess-
ment in the Develop Your Skills feature. How well do you think 
the organization’s climate-for-diversity score reflects its talent 
philosophy?

Case study

IntegratIng McDonalD’s BusIness, HuMan resource, anD staffIng strategIes

People are McDonald’s most important asset. The com-
pany’s success depends on the satisfaction of its customers, 
which begins with workers who have the attitudes and abili-
ties required to work efficiently and provide good customer 
service. To execute its growth strategy, McDonald’s has 
identified people as one of its three global corporate strate-
gies. McDonald’s claims that as an employer, it wants “to be 
the best employer in each community around the world.”82 
It also makes a “people promise” to its employees that “we 
value you, your growth, and your Contributions.”83 Its five 
“people principles” reflected by its human resource strategy 
are respect and recognition; values and leadership behaviors; 
competitive pay and benefits; learning, development, and per-
sonal growth; and ensuring that employees have the resources 
needed to get the job done.84

McDonald’s has executed its operational excellence strat-
egy well by tracking key indicators of product and service 
quality, speed, and accuracy. The company has also identified 
its people practices and approaches that substantially impact 

the firm’s turnover, productivity, customer satisfaction, sales, 
and profitability. This has allowed it to develop a business 
model that emphasizes not only financial and operational fac-
tors but also people factors that improve the company’s results 
by improving employee commitment, retention, productivity, 
and customer loyalty.85

Because its business strategy relies on providing custom-
ers quality, cleanliness, quick service, and value, McDonald’s 
works hard at hiring people who want to excel in deliver-
ing outstanding service. Many of its restaurant employ-
ees are teenagers, and McDonald’s is their first employer. 
The company tries to recruit and hire the best people, retain 
them by offering them ongoing training,86 and then promote 
from within to fill its managerial positions. To ensure that 
it is recruiting the right people, the company has identified 
important skills and behaviors that it looks for in applicants. 
McDonald’s has found that the best way of hiring quality crew 
members is to advertise inside the restaurant and attract local 
people and/or friends of existing employees. McDonald’s also 
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Semester-Long Active Learning Project

You should have a list of jobs and companies that your team will 
have access to for the project. You now need to decide which job 
and organization to use for the semester project and begin collect-
ing information on the company, its business strategy and competi-
tive advantage, and how it currently sources, recruits, and selects 
for the position you identified. You also need to identify how the 
position is strategic for the company in some way. Before the next 
class, you should confirm that you will have access to one or two 
job experts and solidify the job and organization your team will use 
for the project.

Specifically, you need to include the following in your report:

 1. A brief summary of the organization, its business strategy, and its 
culture.

 2. An explanation of why the position you chose is strategic for the 
company. (Why should attention be given to improving how it is 
staffed? What are the implications of having low versus high per-
formers in the job?) Describe the strategic context of your future pro-
posal for recruiting and selecting for this job—what must future hires 
be able to do to help the company execute its business strategy?

 3. Responses to each of the nine strategic staffing decisions 
presented in Table 2-6 and a justification for each of your 
recommendations.
It is a good idea to read the applied case assignments for the rest 
of the chapters to guide your research and identify how your job 
experts might provide useful information for future sections of the 
project.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this case study assignment.
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Explain why complying with staffing laws can be strategic.
◾	 Discuss different types of employment relationships.
◾	 Describe different types of staffing-related lawsuits.
◾	 Discuss the role affirmative action and equal employment opportunity play in a firm’s 

staffing processes.
◾	 Describe various barriers to legally defensible staffing.

unlAwful or 
discriminAtory 
employment prActices

employment practices that unfairly 
discriminate against people with 
 characteristics protected by law

Recruiting and Hiring to Promote a Brand Image

To appeal to its target market of 18 to 22-year-old college students, clothing retailer Abercrombie & 
Fitch wanted to project an all-American, collegiate image and make its store employees part of its 
marketing strategy. Paralleling the predominantly white, youthful, and attractive models used in 
Abercrombie’s marketing materials, the company’s salespeople, also called “brand representatives,” 
were also mostly good-looking, white, young adults.1

Abercrombie & Fitch’s CEO Mike Jeffries wants to hire only attractive people as store  employees to 
complement its marketing strategy targeting attractive, popular customers.2 To the company, this meant 
limiting its recruiting to certain fraternities and sororities known for their attractive,  predominantly white 
members.3 One former Abercrombie manager said that a poster with images of the ideal Abercrombie 
white male and female hung in her office containing bullet points of the qualities an Abercrombie 
 employee should possess. Qualities for a male included being a fraternity member who likes sports, 
partying, and girls. A female should like to have fun, shop, and be a sorority member.4

The company asks your opinion about the legality of the recruiting and staffing practices it has  adopted 
to reinforce its brand image and marketing strategy featuring predominantly white, attractive, young peo-
ple. After reading this chapter, you should have some good insights to tell Abercrombie & Fitch.

Complying with staffing laws is obviously a good idea from a moral, ethical, and legal per-
spective, but as you learned in the last chapter, doing so can also be strategic. In addition to 
avoiding the expense of lawsuits and the negative public relations that comes with litigation, 
legal compliance allows companies to capitalize on the strengths of diversity. This allows them 
to perform better because they focus more on performance and merit, and are better able to hire 
quality people from all segments of the labor force. In fact, in one survey 63 percent of firms 
identified “access to top talent” as the main driver of their diversity and inclusion programs, 
ahead of “fair treatment” (60 percent) and “public pressure” (21 percent).5 Diverse employees 
also help organizations to access broader ideas, better reflect their customers and communities, 
and be less likely to collectively follow a bad course of action. Proactive and strategic firms 
often go beyond legal compliance in recruiting and retaining diverse employees.

Employment laws and regulations exist for several reasons. Because the employer 
decides the structure of the employment relationship and the principles that will guide employ-
ees’ pay, promotions, and so forth, the firm usually has more power than employees do. Laws 
and regulations help to limit the employer’s power as well as prohibit unfair discrimination and 
provide equal employment opportunities for everyone. Unfair discrimination happens when 
employment decisions are not based on job-relevant knowledge, skills, abilities, and so forth, 
but on factors such as age, sex, race, religion, ethnicity, or a person’s disabilities (or lack of 
them). Unlawful (discriminatory) employment practices are those that unfairly discriminate 
against people with characteristics protected by law. The legal foundation for workplace diver-
sity recognizes that workforce barriers exist based on people’s characteristics including their 
race, gender, age, ethnicity, and religion. However, because the law alone does not provide the 
tools to recognize and break down these barriers, proactively managing diversity is important.

Because employment laws and the courts’ interpretations of them identify what is expected 
and required of every employer, they clarify what is permissible. They also help employers hire 
strategically by promoting the hiring of the most qualified people. This enhances the quality of the 
firm’s hiring decisions and, thus, the performance of the organization. Avoiding unfair discrimina-
tion helps companies better execute their strategies and reach their goals. In short, complying with 
employment laws helps companies achieve their goals in the following ways:
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•	 Enhances	the	quality	of	the	firm’s	hiring	decisions.
•	 Enhances	the	company’s	reputation	and	image	as	an	employer.
•	 Promotes	the	perception	of	fairness	among	job	candidates.
•	 Reduces	 the	 negative	 public	 relations	 firms	 experience	 when	 people	 feel	 they	 were	

 discriminated against and tell others about their experience.
•	 Reinforces	an	ethical	culture.
•	 Enhances	an	organization’s	performance	by	ensuring	 that	people	 are	hired	or	not	hired	

based on their qualifications, not biases.
•	 Promotes	diversity,	which	 can	 enhance	 an	organization’s	 ability	 to	 appeal	 to	 a	 broader	

customer base.

Given that entire books have been written on employment law, this chapter’s cover-
age of the major government regulations and legal issues involving staffing cannot cover 
every  detail. This book is not intended as a legal reference, and it does not constitute legal 
advice. The  purpose of this chapter is to provide an overview of some of the key laws and 
legal issues  surrounding staffing and to identify resources for additional information. The 
chapter will also give you a good understanding of how to prevent discriminatory or illegal 
staffing practices. Laws change and differ from state to state, and they evolve over time, so 
you should always consult legal counsel to ensure compliance with current local, state, and 
federal regulations.

In this chapter, we first discuss various types of employment relationships, their legal 
 implications, and the influence of labor unions. Next, we cover some of the primary laws and 
regulations regarding staffing, different enforcement agencies, and different types of staffing-
related lawsuits. Finally, we discuss barriers to legal recruitment and hiring. After reading this 
chapter, you should have a good understanding of how to create a legal staffing system.

The Types of employmenT RelaTionships

Employers use different types of employment relationships to strategically manage their work-
force and ensure that they have the number of workers with the skills they need ready to work 
when they need them. Let’s look at these different employment relationships and their legal 
implications.

Types of employees

employees An employee is someone hired by another person or business for a wage or fixed 
payment in exchange for personal services, and who does not provide the services as part of an 
independent business. A job offer is made that must be accepted as presented, or the employer 
and employee negotiate the terms and conditions of their relationship and create an employ-
ment contract. Every employee has an employment contract. If a written agreement does not 
exist, there is often an oral contract in place that in most instances is just as enforceable as a 
formal written agreement. Even if a written or verbal explicit employment contract does not 
exist, there is an implicit employment contract reflecting a common understanding between 
the  employer and employee.6 We discuss employment contracts in more detail in Chapter 11.

The employer must withhold employee payroll taxes (income taxes and Social Security 
taxes) from the paychecks of employees and pay certain taxes (unemployment insurance and the 
employer’s share of Medicare and Social Security). In addition, employers must abide by the 
many laws and regulations that govern the employment relationship, and they are liable for the 
acts of their employees during their time of employment.

aT-Will employees at-will employment is an employment relationship in which either 
party can terminate the employment relationship at any time for a just cause, no cause, or even a 
cause that is morally wrong as long as it is not illegal with no liability as long as there is no con-
tract for a definite term of employment. At-will employment allows an employee to quit for any 
reason. Firms call upon it most often when they want to fire an employee for any legal reason 
or for no reason at all. In most states (except Montana), if a formal contract does not govern a 
company’s employment relationships, these relationships are governed by the “employment-at-
will” doctrine.

employee

someone hired by another person or 
business for a wage or fixed payment 
in exchange for personal services, and 
who does not provide the services as 
part of an independent business

explicit employment 
contrAct

specific written or verbal employment 
contract

implicit employment 
contrAct

an understanding that is not part of a 
written or verbal contract

At-will employment

an employment relationship in 
which either party can terminate the 
 employment relationship at any time 
for just cause, no cause, or any cause 
that is not illegal with no liability 
as long as there is no contract for a 
 definite term of employment
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Although the courts generally have upheld the right to terminate at will, this does not mean 
that employers should casually terminate employees without giving a reason or without  following 
normal policies and procedures. Companies should follow their formal discipline and termination 
procedures whenever possible to help avoid discrimination and wrongful  termination claims. The 
at-will clause is best used as a legal defense by organizations when they feel it’s not in their inter-
ests to follow their own policies inflexibly.7 For example, at-will employment  allows an employer 
to immediately dismiss an employee who is behaving dangerously. Case law establishing when or 
if firms can rely on the at-will nature of the relationship varies from state to state.

It is important to note that employment-at-will does not offer blanket protection to 
 employers for all employee discharges. Existing contracts, of course, create exceptions to 
employment-at-will provisions. These contracts include tenure systems, such as those that exist 
between universities and tenured professors, formalized (written) employment contracts, and 
union contracts. “Just cause” clauses in union contracts protect most unionized workers from 
arbitrary firings and prohibit employers from firing workers unless they can show that a person 
should reasonably (due to “a just cause”) be terminated. Federal laws, such as equal employ-
ment legislation and the National Labor Relations Act (NLRA), protect employees from being 
retaliated against—fired or punished, for example—for engaging in a protected activity, such as 
filing a discrimination charge, opposing unlawful employer practices, or filing a valid worker’s 
compensation claim, regardless of an employee’s at-will status.

Certain state laws also limit employment-at-will provisions. Most states recognize that an 
implied employment contract exists between employers and employees that creates an exception 
to at-will employment. An implied employment contract occurs when an employer’s person-
nel policies, handbooks, or other materials indicate that it will only fire an employee for good 
cause or specify a procedural process for firing. If an employee is fired in violation of an implied 
employment contract, the employer may be found liable for breach of contract.

A few states have also recognized that a breach of an implied covenant of good faith and 
fair dealing is an exception to at-will employment. This covenant presumes that employers are 
generally obligated to deal fairly and in good faith with all of their employees. For example, fir-
ing an employee solely to deny the employee an earned bonus that has not yet been received, or 
to prevent him or her from soon vesting in the firm’s pension plan is unlawful in some states. 
Like the federal government, all U.S. states also recognize that a retaliatory discharge is an 
exception to at-will employment.

The best way to ensure that an employment-at-will message has been adequately com-
municated to employees is by publishing the policy on something employees sign. Signing an 
employment application or to acknowledge reading an employee handbook produces a written 
record that an employee has read and understood the policy. Table 3-1 describes how to develop 
an at-will employment statement.

ConTingenT WoRkeRs In 1989 the Bureau of Labor Statistics defined contingent work 
as “any job in which an individual does not have an explicit or implicit contract for long-term 
employment.”8 In other words, a contingent worker is anyone who has a job of limited duration. 

TaBle 3-1  Developing an at-Will Statement

Most courts will find an employment-at-will relationship if the following criteria are met:9

•	 The	at-will	statement	is	written	in	clear,	understandable	language	and	thoroughly	explains	
what the at-will relationship means.

•	 The	at-will	statement	clearly	states	that	no	company	representative	may	change	the	at-will	
relationship through oral or written promises.

•	 The	at-will	statement	explains	that	the	organization’s	policies	and	practices	are	not	
intended to create a contract.

•	 The	at-will	statement	is	prominently	displayed,	such	as	in	bold	type,	a	separate	
introductory	policy,	or	set	apart	in	other	policies.

•	 The	at-will	statement	is	repeated	where	appropriate	in	other	policies	and	handbooks,	
particularly	those	outlining	work	rules	and	disciplinary	procedures.

•	 The	at-will	statement	is	contained	in	other	employment	documents,	such	as	application	
forms and offer letters.

contingent work

any job in which an individual does 
not have a contract for long-term 
employment
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Contingent workers are outside of a company’s core workforce. In 2012, more than one in four 
employees were contingent workers.10

A company can engage a contingent worker in two ways. It can hire the worker directly, 
or it can contract with another employer that has hired the worker. One of the primary benefits 
of contingent workers is that they can be quickly brought on board by placing a request with 
a temporary staffing firm or an employee-leasing firm. This allows a firm to adjust its staffing 
levels quickly without having to fire or lay off employees, which can increase a firm’s unem-
ployment insurance premiums and hurt morale. Next, we will discuss several types of contin-
gent workers.

TempoRaRy WoRkeRs As we discussed in the last chapter, temporary workers are 
 contingent workers supplied by staffing agencies or directly hired by the company in which they 
work. Contract workers are a type of temporary worker who provide more specific, advanced, 
technical, and professional skills than do temporary workers. These people tend to have assign-
ments lasting several months to a year or more. Temporary and contract workers are paid by the 
hour and are only paid for hours actually on the job. Temporary workers often do not receive the 
health and other benefits given to full-time employees, and, unlike employees, they do not raise a 
firm’s unemployment insurance if they are dismissed. Because of the lower cost and nonperma-
nent nature of their relationship with the firm, it can be strategic for the firm to utilize temporary 
workers until it is clear that the additional talent will be needed for the long term. Microsoft, 
Delphi, and FedEx make extensive use of temporary workers.

When using a staffing agency, the agency can be considered the temporary worker’s 
employer of record rather than the company’s. But this is only the case if the company using the 
agency has the right to control or direct only the result of the work done by the worker, and not 
the means and methods of accomplishing the result. This can shield a company using an agency 
from charges of age, race, or sex discrimination for the staffing agency’s workers. The agency 
must also provide performance feedback and scheduling functions or else both the company and 
the agency may be determined to be co-employers, both subject to the employment laws govern-
ing the employer–employee relationship.

It is important to note that firms cannot always legally exclude temporary workers from 
benefits, such as health insurance. In Burrey v. Pacific Gas & Electric11 the court concluded that 
employees of temporary agencies working at an unrelated company’s place of business, unless 
specifically excluded from the firm’s employee benefit plan coverage, are to be treated as the 
company’s common-law employees for employee benefit plan purposes. Therefore, employers 
need to have a clearly written benefits policy that specifically excludes temporary workers if that 
is their intention.

leased WoRkeRs Leased workers are employees of a company who take on the opera-
tion of certain functions, or staff an entire office or factory on a contractual basis for a client 
company. The workers are employees of the contractor and are considered leased workers by 
the company for which they perform the work. Because the employee-leasing company and the 
client company are co-employers, both are liable for payment of payroll taxes and workers’ com-
pensation premiums, and compliance with government regulations.12

Leased workers are typically assigned to projects lasting at least a year that require 
 professional and technical expertise. Many smaller firms use employee-leasing companies 
as a human resource partner. The firm recruits, screens, and hires its own workers, then 
puts them on the leasing company’s payroll. The agency then “leases” the workers back 
to the company for a fee. This allows smaller businesses with limited resources to trans-
fer the responsibility for  administering payroll and benefits from themselves to the leasing 
company. Because the employee- leasing agency employs more workers, it can offer better 
health insurance and retirement benefits at lower cost than small businesses with only a few 
employees.

paRT-Time and seasonal WoRkeRs Part-time workers work less than a full workweek 
and can be contingent workers, but do not have to be. Seasonal employees are employees hired 
to work only during a particular part of the year. For example, when UPS hires more workers 
during the busy holiday season, and when growers hire laborers to harvest fruit, they are hiring 
seasonal workers.

temporAry workers

nonpermanent workers who can 
be supplied by staffing agencies or 
directly hired by the company

leAsed workers

employees of a company (also called 
a professional employer organization) 
who take on the operation of certain 
functions, or staff an entire location 
on a contractual basis for a client 
company
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Unionized WoRkeRs In the United States, labor unions legally represent workers, 
 organizing employees and negotiating the terms and conditions of their employment. In addi-
tion to wages and benefits, labor unions bargain over virtually all aspects of the staffing process, 
including working conditions, facility locations, staffing levels, job descriptions and classifica-
tions, promotion and transfer policies, layoff and termination policies, hiring pools, employ-
ment discrimination protections, grievance procedures, and seniority provisions. The terms and 
conditions of employment are contained in a contract called a collective bargaining agreement 
or a collective employment agreement. The inability of management and the union to reach an 
agreement may culminate in either a labor strike or a management lockout.

Congress approved the NLRA13 in 1935 to encourage a healthy relationship between pri-
vate-sector workers and their employers. The NLRA was designed to curtail work stoppages, 
strikes, and general labor strife. It extends many rights to workers who wish to form, join, or 
support unions or labor organizations; to workers who are already represented by unions; and to 
workers who join as a group of two or more nonunionized employees seeking to modify their 
wages or working conditions. Employers also may not discriminate against pro-union applicants.

U.S. companies that employ workers with a union operate on several different models:

•	 A	closed shop exclusively employs people who are already union members. An example 
is a compulsory hiring hall, where the employer must recruit directly from the union. In 
1947, the Taft-Hartley Labor Act declared the closed shop illegal. Although the NLRA 
permits construction employers to enter into prehire agreements to draw their workforces 
exclusively from a pool of employees dispatched by the union, construction employers are 
under no legal obligation to enter into such agreements.

•	 A	union shop employs both union and nonunion workers, but new employees must join the 
union or begin paying dues to the union within a specified time limit.

•	 An	agency shop requires nonunion workers to pay a fee to the union for its services in 
negotiating their contracts.

•	 An	open shop does not discriminate based on union membership in employing or keeping 
workers. Some workers benefit from a union or the collective bargaining process despite 
not contributing to the union.

A collective bargaining agreement specifying that promotions will be based on senior-
ity rather than merit influences the types of competencies the firm should hire. Seniority-based 
promotions make leadership competencies important hiring criteria even for lower-level posi-
tions because these lower-level hires are likely to become the company’s future leaders. Even in 
nonunion companies, the effects from competitors’ union agreements can occur as the nonunion 
companies adjust their pay, benefits, and terms and conditions of employment to successfully 
compete for new hires and prevent current employees from leaving to work for a competitor.

Although the influence of labor unions has declined significantly in some sectors of the 
U.S. economy, this is not the case abroad. In many countries, collective labor enjoys a strong 
presence. In some countries, collective representation differs radically from the United States 
in that collective agreements often legally apply to an entire industry sector, making even non-
union workers covered by the agreements, and effectively “unionized.” For example, in Brazil, 
all workers have to be in unions. Europe and Indonesia require employee representative bodies, 
called works councils, to offer workers a second level of representatives beyond unions.

independent Contractors

An independent contractor performs services wherein the employer controls or directs only 
the result of the work. Anyone who performs services for a company is legally an employee if 
the company controls what is done and how it is done. Independent contractors must make their 
own Social Security contributions, pay various employment taxes, and report their income to 
state and federal authorities. From a legal perspective, whether a worker is an employee or an 
independent contractor with respect to the company determines the obligations the company has 
to the worker. If an employee is incorrectly classified as an independent contractor instead of 
an employee, the company can be liable for employment taxes for that worker, plus a penalty.14

The Internal Revenue Service (IRS) gives the example of Vera Elm, an electrician, who 
submits a job estimate to a housing complex for 400 hours of electrical work at $16 per hour. Elm 
is to receive $1,280 every two weeks for the next 10 weeks, which is not an hourly  payment. No 
matter how long it takes her to complete the work, Vera will receive $6,400. She also performs 

lAbor unions

legally represent workers, organize 
employees, and negotiate the terms 
and conditions of union members’ 
employment

independent contrActor

performs services wherein the 
employer controls or directs only the 
result of the work
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additional electrical installations for other companies under contracts that she obtained through 
advertisements. The IRS classifies Vera as an independent contractor.15

Companies can strategically use independent contractors to help control costs, temporarily 
increase capabilities, and bring in needed talents quickly. They can thus be particularly useful for 
companies competing through innovation or low-cost strategies. Independent contractors often 
receive a higher salary than do regular employees but do not receive benefits, which can make 
them cost-effective. Because independent contractors are often highly skilled, they may prefer to 
work on a project basis for many firms rather than be a single company’s employee. Independent 
contractors also have greater control over the work they take on and the hours they work, which 
can enable people to work despite responsibilities preventing them from working traditional hours.

Some companies have tried to reduce costs by wrongly classifying regular employees as 
independent contractors, and workers have become more reluctant to challenge these practices in 
the tough job market. But federal and state officials, many facing record budget deficits exacer-
bated by the lost unemployment insurance and workers’ compensation insurance revenue result-
ing from this misclassification, are starting to aggressively pursue companies trying to claim 
that regular employees are independent contractors.16 In 2009, the Illinois Department of Labor 
imposted $328,500 in penalties on a home improvement company for misclassifying 18 workers 
by pressing them to incorporate as separate business entities.17

outsourcing

An alternative to contingent work is outsourcing the work to another firm. This typically involves 
contracting with an outside firm that has a particular expertise to assume complete responsibility 
for a specific contracted service—not just to supply workers. Firms often outsource their non-
core functions, such as their payroll, landscaping, and food service activities.

Offshore outsourcing by opening a location in another country or outsourcing work to an 
existing company abroad has become increasingly popular for many organizations seeking produc-
tivity gains. Half of all Fortune 500 companies are expected to have an outsourcing center in India 
by 2015.18 Some companies have saved over 70 percent in labor costs by offshoring.19 Offshore 
outsourcing can be successful if the work is relatively minor or intermittent; for example, if the firm 
is updating a software module or developing new Web pages. The risks involved with outsourc-
ing are primarily the result of conducting work in two countries having different cultures, different 
intellectual property laws, and conflicting legal systems. A company must consider the nature of 
the other country’s judicial system, local laws, and what would happen if the offshore company 
goes bankrupt. In addition, the company should ensure that an accepted dispute resolution proce-
dure is in the outsourcing contract, including where the case would be filed if a conflict arises.20

laWs and RegUlaTions

Social pressures often lead to legislation, such as wage and hour laws and equal employment 
opportunity legislation, with which employers must comply. Common law, or court-made law, 
is the body of case-by-case decisions made by the courts that over time determines what is legal 
and what remedies are appropriate. Each state develops its own common law in response to 
federal and state legislation and the nature of the specific cases brought before its courts. Over 
time, these decisions establish the permissibility of various staffing practices as well as appropri-
ate remedies for impermissible practices. For example, workplace tort cases, or civil wrongs in 
which an employer violates a duty owed to its customers or employees, and employment-at-will 
cases are treated at the state level. Because case law differs across states, it is necessary to be 
familiar with the case law in the states in which an organization is operating.

Although most employment discrimination lawsuits are brought under federal statutes, 
state laws can sometimes be even more restrictive. (A state’s Attorney General’s office can 
provide you with information about that state’s fair employment practice laws.21) Some laws 
extend similar protection as provided by the federal acts to employers who are not covered by 
those statutes. Other statutes provide protection to groups not covered by the federal acts and 
 protection for individuals who are performing civil or family duties outside of their normal 
employment. The District of Columbia protects workers from family responsibilities discrimina-
tion. In Alaska, workers are protected from discrimination based on parental status, and a similar 
executive order covers federal workers and contractors.22
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Local, state, and federal legislative bodies pass statutory laws as well as create  agencies, 
such as the Department of Labor and the Equal Employment Opportunity Commission, to 
 interpret, administer, and enforce specific laws. Constitutional law supersedes all other sources 
of laws and regulations, and applies particularly to the due process rights of public employees.

The laws Relevant to staffing

There are several major federal laws that broadly apply to employers. Whether or not an employer 
is covered by a particular law depends on its number of employees and whether the company is a 
federal contractor. Table 3-2 summarizes some of the federal antidiscrimination laws that allow 
individuals to sue an employer for failure to hire, and we will discuss each of these laws next.

TaBle 3-2  Summary of Federal laws Relevant to Staffing

law or executive 
Order Who Is Covered

General  
Provisions Further Information

Title	VII	of	the	Civil	
Rights Act of 1964 
(Amended in 1991)

Private	employers	with	
at least 15 employees
Labor	unions,	
employment 
agencies,	and	
educational 
institutions
Local,	state,	and	 
federal	governments

Prohibits	
discrimination on 
the	basis	of	race,	
color,	religion,	sex	
(both	women	and	
men),	or	national	
origin

http://www.eeoc.gov/
policy/
http://www.eeoc.gov/
facts/qanda.html
http://www.dol.
gov/oasam/regs/
statutes/2000e-16.htm
http://www.
eeoc.gov/eeoc/
history/35th/1990s/
civilrights.html
http://www.eeoc.gov/
facts/qanda.html

Executive	Order	
11246 of 1965 and 
Executive	Order	
11375 of 1967

Federal contractors 
with contracts 
exceeding	$10,000

Prohibits	
discrimination 
and	establishes	
affirmative	action	
to promote 
diversity	in	race,	
color,	religion,	sex,	
or national origin

http://www.dol.gov/
compliance/laws/
comp-eeo.htm
http://www.dotcr.ost.
dot.gov/documents/
ycr/eo11246.htm
http://www.dotcr.ost.
dot.gov/documents/
ycr/eo11375.htm

Pregnancy 
Discrimination 
Act of 1978

Private	employers	with	
at least 15 employees
Labor	unions,	
employment 
agencies,	and	
educational 
institutions
Local,	state,	and	
federal	governments

Pregnancy,	
childbirth,	or	
related medical 
conditions 
(Defines 
pregnancy as 
a temporary 
disability	
that requires 
accommodation)

www.eeoc.gov/facts/
fs-preg.html

Americans with 
Disabilities	Act	
(ADA) of 1990

Private	employers	
with at least 
15 employees
Local,	state,	and	
federal	governments

Qualified 
individual	with	
or	perceived	as	
having	a	disability

http://www.eeoc.gov/
policy/
http://www.eeoc.gov/
laws/types/disability.
cfm
www.usdoj.gov/crt/
ada/
www.eeoc.gov/ada/
amendments_notice.
html

(Continued)
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law or executive 
Order Who Is Covered

General  
Provisions Further Information

ADA Amendments 
Act of 2008

Private	employers	
with at least 
15 employees
Local,	state,	and	
federal	governments

Instructs	courts	
and employers 
to	adopt	a	broad	
standard when 
determining 
whether an 
individual	is	
considered 
disabled

http://www.eeoc.gov/
laws/statutes/adaaa_
notice.cfm

Title	II	of	
the Genetic 
Information	
Nondiscrimination 
Act of 2008

Private	employers	
with at least 
15 employees
Labor	unions,	
employment	agencies,	
and educational 
institutions
Local,	state,	and	
federal	governments

Prohibits	
discrimination on 
the	basis	genetic	
information

https://www.
federalregister. 
gov/articles/2010/ 
11/09/2010-28011/ 
regulations-under-the- 
genetic-information-
nondiscrimination- 
act-of-2008

Rehabilitation	Act	
of 1973

Federal contractors 
with contracts 
exceeding	$2,500	
must engage in 
affirmative	action

Individuals	with	a	
handicap

http://www.eeoc.gov/
laws/types/disability.
cfm

Age Discrimination 
in Employment Act 
of 1967

Private	employers	
with at least 
20 employees

Protects people 
40 years of age or 
older

www.eeoc.gov/policy/
adea.html 
http://www.eeoc.gov/
laws/types/age.cfm

Immigration	
Reform and 
Control	Act	of	
1986

Employers with at 
least 4 employees 
must	verify	the	
employment	eligibility	
of	everyone	hired

Citizens,	U.S.	
nationals,	and	
aliens	authorized	
to	work	in	the	
United	States	
are	eligible	for	
employment

https://www.oig.lsc.
gov/legis/irca86.htm

Worker	Adjustment	
and Retraining 
Notification Act 
(WARN) of 1988

Employers with at 
least 100 employees 
not including 
employees	who	have	
worked	less	than	six	
months in the last 
12 months and not 
including employees 
who	work	less	than	 
20	hours	per	week
Private,	public,	
quasi-public	entities	
which operate in a 
commercial	context
Regular	local,	federal,	
and	state	government	
entities	that	provide	
public	services	are	not 
covered

Must	provide	
60 days	advance	
notice	of	covered	
plant closings 
and	covered	mass	
layoffs of 50 or 
more people 
(excluding	part-
time	workers)

www.doleta.gov/
layoff/warn.cfm

TaBle 3-2    (Continued)
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law or executive 
Order Who Is Covered

General  
Provisions Further Information

The	Uniformed	
Services	
Employment and 
Reemployment 
Rights Act 
(USERRA)	of	1994

All	members	of	the	
uniformed	services	
(including non-career 
National Guard and 
Reserve	members,	
as	well	as	active	duty	
personnel)

Ensures that 
members	of	
the uniformed 
services	are	
entitled to return 
to	their	civilian	
employment after 
their	service

www.dol.gov/elaws/
userra.htm

Vietnam	Era	
Veterans’	
Readjustment 
Assistance Act of 
1974	(VEVRAA)	
(Amended in 2002 
by	the	Jobs	for	
Veterans	Act)

Any contractor or 
subcontractor	with	a	
contract	of	$25,000	or	
more with the federal 
government

Prohibits	
discrimination 
against and 
requires 
affirmative	action	
for	disabled	
veterans	as	well	as	
other categories 
of	veterans

http://www.dol.gov/
compliance/laws/
comp-vevraa.htm 
http://www.doleta.
gov/Seniors/
html_docs/docs/
veteransjobs.cfm

Consumer	Credit	
Reporting Reform 
Act of 1996

Employers who 
conduct	credit	checks	
for employment 
purposes	(e.g.,	if	an	
employee handles 
money,	which	
may	require	being	
bonded)

Employers 
must disclose 
in	advance	
the	company’s	
intention to 
obtain	a	credit	
report and 
obtain	written	
permission from 
the applicant 
or employee. 
The	applicant	or	
employee must 
receive	a	copy	
of the report 
and a written 
description of 
their rights under 
this	Act	before	
action	is	taken	
based	on	the	
report

www.ftc.gov/os/
statutes/03.1224fcra.
pdf

TaBle 3-2    (Continued)

TiTle Vii of The CiVil RighTs aCT of 1964 Title VII of the Civil Rights Act of 1964, 
amended in 1991, prohibits employment discrimination based on race, color, religion, sex, or 
national origin. Title VII prohibits not only intentional discrimination, but also practices that 
have the effect of discriminating against individuals because of their race, color, national origin, 
religion, or sex. Title VII explicitly states that race can never be used as a bona fide occupational 
qualification when making hiring decisions.

Under Title VII, it is an unlawful employment practice for an employer23

 1. “to fail or refuse to hire or to discharge any individual, or otherwise to discriminate 
against any individual with respect to his compensation, terms, conditions, or privileges of 
employment, because of such individual’s race, color, religion, sex, or national origin”; or

 2. “to limit, segregate, or classify his employees or applicants for employment in any way 
which would deprive or tend to deprive any individual of employment opportunities or 
otherwise adversely affect his status as an employee, because of such individual’s race, 
color, religion, sex, or national origin.”

M03_PHIL3491_03_GE_C03.indd   77 12/09/14   10:41 AM



78	 Chapter	3	 •	 The	Legal	Context

Congress established that intentional discrimination was established “when a complaining 
party demonstrates that race, color, religion, sex or national origin was a motivating factor for 
any employment practice, even though other factors also motivated the practice.”24 The Civil 
Rights Act of 1991 is enforced by the Equal Employment Opportunity Commission and provides 
monetary damages in cases of intentional employment discrimination.

exeCUTiVe oRdeR 11246 of 1965 and exeCUTiVe oRdeR 11375 of 1967 Executive 
Orders 11246 and 11375 apply to employers with a federal contract exceeding $10,000. Among 
other things, these Executive Orders establish that an employer with a federal contract exceeding 
$10,00025

…will not discriminate against any employee or applicant for employment because 
of race, color, religion, sex, or national origin. The contractor will take affirma-
tive action to ensure that applicants are employed, and that employees are treated 
 during employment, without regard to their race, color, religion, sex, or national 
origin. Such action shall include, but not be limited to the following: employment, 
 upgrading, demotion, or transfer; recruitment or recruitment advertising; layoff or 
termination; rates of pay or other forms of compensation; and selection for  training, 
including apprenticeship. The contractor agrees to post in conspicuous places, avail-
able to employees and applicants for employment, notices to be provided by the 
contracting officer setting forth the provisions of this nondiscrimination clause.

Affirmative action is required by the executive orders, which are enforced by the U.S. 
Department of Labor. In one case, Goodwill Industries of Southern California favored female 
applicants for entry-level positions as attendants at local donation centers, in part due to the 
perception that women have better customer skills than men. The OFCCP found that these out-
dated notions about what constitutes “men’s work” or “women’s work” resulted in Goodwill 
denying 200 qualified male applicants the opportunity to receive job offers. The conciliation 
agreement required Goodwill to pay $130,970 back in wages to those individuals and give 18 
job offers to qualified men who were not previously offered positions as jobs open as well as 
undertake extensive training and self-monitoring to ensure future compliance with Executive 
Order 11246.26

The pRegnanCy disCRiminaTion aCT of 1978 The Pregnancy Discrimination Act of 
1978 prohibits private employers with at least 15 employees, labor unions, employment agen-
cies, educational institutions, and local, state, and federal governments from discriminating on 
the basis of pregnancy, childbirth, or related medical conditions. Pregnancy, childbirth, and 
related medical conditions must be treated the same way as other temporary illnesses or condi-
tions are treated.27

The ameRiCans WiTh disabiliTies aCT (ada) of 1990 The Americans with Disabilities 
Act (ADA) of 1990 and the Americans with Disabilities Act Amendments Act of 2008 that 
became effective on January 1, 2009, apply to private employers with at least 15 employees 
as well as to local, state, and federal governments. The ADA guarantees equal opportunity for 
individuals with disabilities or perceived as having disabilities and grants similar protections to 
those provided on the basis of race, color, sex, national origin, age, and religion. A person is to 
be considered disabled regardless of whether or not any form of treatment or corrective device 
(other than contact lenses or glasses) is used to ameliorate or control the condition. The Equal 
Employment Opportunity Commission enforces the ADA.

The geneTiC infoRmaTion nondisCRiminaTion aCT (gina) of 2008 The Genetic 
Information Nondiscrimination Act prohibits employers from discriminating against individu-
als based on the results of genetic testing when making hiring, firing, job placement, or promo-
tion decisions. Genetic testing is a type of testing that can identify people genetically suscep-
tible to certain diseases that could result from exposure to toxic substances, such as chemicals 
or  radiation, in the workplace. However, few diseases or conditions are due to a single gene or 
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even several genes acting alone. Most are due to a combination of factors such as stress, diet, and 
environmental pollutants so genetic tests can’t reliably predict whether someone will develop a 
particular condition.

HR professionals should ensure that job applications do not ask questions that can 
 discriminate based on genetic makeup. In addition, no employment decisions can be made based 
on genetic information. In fact, GINA makes the mere collection of genetic information illegal. 
Hiring managers must also be trained to not ask about genetic information or family health 
issues on interviews, while making hiring or any employment decisions. HR departments must 
also ensure that they update labor posters and handbooks to reflect this law.

The RehabiliTaTion aCT of 1973 The Rehabilitation Act of 1973 requires federal contrac-
tors with contracts exceeding $2,500 to engage in affirmative action to promote the hiring of 
individuals with a disability. The Act protects qualified individuals from discrimination based on 
a disability. As with the ADA, qualified individuals with disabilities are defined as persons who, 
with reasonable accommodation, can perform the essential functions of the job for which they 
have applied or have been hired to perform. reasonable accommodation means an employer is 
required to take reasonable steps to accommodate a disability unless it would cause the employer 
undue hardship.28

The age disCRiminaTion in employmenT aCT (adea) of 1967 The Age Discrimination 
in Employment Act (ADEA) prohibits employers with more than 20 employees from discrimi-
nating against any worker with respect to compensation or the terms, conditions, or privileges of 
employment because he or she is age 40 or older. Specifically related to staffing, it is unlawful 
for an employer29

 1. “to fail or refuse to hire or to discharge any individual or otherwise discriminate against 
any individual with respect to his compensation, terms, conditions, or privileges of employ-
ment, because of such individual’s age”; or

 2. “to limit, segregate, or classify his employees in any way which would deprive or tend to 
deprive any individual of employment opportunities or otherwise adversely affect his sta-
tus as an employee, because of such individual’s age.”

The Supreme Court has held that the ADEA does not apply to claims of “reverse dis-
crimination” where “young” older workers receive less favorable treatment than “older” older 
workers. As a result, employers may provide more favorable benefits (formal phased retirement 
programs, for example) to older workers within the over-40 age group.30

Some states have expanded the ages protected from employment discrimination. In New 
Jersey it is illegal to discriminate against employees between the ages of 18 and 70.31

The immigRaTion RefoRm and ConTRol aCT of 1986 Under the Immigration Reform 
and Control Act, employers must use an I-9 verification form to verify the employability status 
of every new employee within three days of their being hired. This form requires documentation 
verifying a new hire’s eligibility, identity, and authorization to work in the United States. To 
avoid the appearance of discrimination on the basis of national origin, it is a good idea to make 
the job offer contingent on proof of employment eligibility.

For privacy reasons, I-9s must be kept where managers cannot see them. Training recruit-
ers and hiring managers on I-9 compliance is also important.32 The voluntary and free Internet-
based E-Verify system operated by the Homeland Security Department in partnership with the 
Social Security Administration can help employers determine a person’s eligibility to work in 
the United States.33

Rather than conducting workplace raids to pick up undocumented workers, Immigration 
and Customs Enforcement policy has shifted to the criminal prosecution of businesses for work-
place immigration law violations. In 2007, Immigration and Customs Enforcement made 863 
work-site criminal arrests of corporate officers, managers, and contractors, up from 25 in 2002, 
and 4,077 administrative arrests, up from 485 in 2002.34 It is a good idea to keep I-9 records 
clean and error-free and regularly conduct internal I-9 workforce audits to identify and correct 
problems on your own.

reAsonAble 
AccommodAtion

reasonable steps to accommodate 
a disability that do not cause the 
employer undue hardship
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The WoRkeR adjUsTmenT and ReTRaining noTifiCaTion aCT (WaRn) of 1988 In 
brief, the WARN Act is a federal law requiring employers of 100 or more full-time workers who 
have worked at least six of the last 12 months and an average of 20 hours or more per week to 
give employees 60 days’ advance notice of closing or major layoffs.35 Hourly, salaried, manage-
rial, and supervisory employees are all entitled to notice under WARN, although business part-
ners, workers participating in strike actions, and contract employees are not. More details about 
what is covered are available on the Department of Labor’s Web site.36

Some states have passed their own WARN-type Acts expanding this coverage. California 
requires a WARN notice when a company cuts at least 50 workers in one place. New York 
requires 90 days’ notice when laying off 250 or more workers at a site.

The UnifoRmed seRViCes employmenT and ReemploymenT RighTs aCT (UseRRa) 
of 1994 The Uniformed Services Employment and Reemployment Rights Act of 1994 
 (significantly updated in 1996 and 1998) prohibits employers from discriminating against job 
applicants who may be called into military service or who volunteer for military service. The 
act seeks to ensure that members of the uniformed services are entitled to return to their  civilian 
employment upon completion of their service with the seniority, status, and rate of pay they 
would have obtained had they remained continuously employed by their civilian employer. The 
law also protects individuals from discrimination in hiring, promotion, and retention on the basis 
of present and future membership in the armed services. The Department of Labor enforces 
the USERRA.

VieTnam eRa VeTeRans’ ReadjUsTmenT assisTanCe aCT (VeVRaa) of 1974 (amended 
in 2002 by The jobs foR VeTeRans aCT) The Vietnam Era Veterans’ Readjustment 
Assistance Act (VEVRAA) prohibits discrimination against protected veterans and it requires 
federal government contractors and subcontractors with a contract of $25,000 or more with the 
federal government to take affirmative action to employ and advance in employment the veterans 
protected by VEVRAA and its amendments. VEVRAA requires that contractors and subcon-
tractors list their employment openings with the appropriate employment service delivery sys-
tem, and that covered veterans receive priority in referral to such openings. Further, VEVRAA 
requires that federal contractors and subcontractors track and submit annually the number of 
current employees who are covered veterans.

The ConsUmeR CRediT RepoRTing RefoRm aCT of 1996 Under the Consumer Credit 
Reporting Reform Act of 1996, an employer must disclose in advance its intention to obtain an 
applicant’s or employee’s credit report and obtain written permission from the individual. The 
applicant or employee must receive a copy of the report and a written description of their rights 
under this act before action is taken based on the report.

bona fide occupational Qualification (bfoQ)

There are situations in which a protected characteristic can be considered a bona fide  occupational 
qualification (bFOQ) and legally be used to make employment decisions. A BFOQ means that 
the characteristic is essential to the successful performance of a relevant employment function. 
As established in the Supreme Court case Diaz v. Pan Am World Airways,37 only a qualification 
that affects an employee’s ability to perform the job can be considered a BFOQ. BFOQs do not 
apply to all jobs, and race and color can never be considered BFOQs. One example of how sex 
can be a BFOQ is in relation to employment in a setting, such as a locker room, that is exclu-
sively used by members of one sex.

It is important to develop a specific job description outlining the requirements and duties 
of the position and a job specification detailing the corresponding qualifications of the individual 
needed for the position before beginning a recruitment effort. BFOQs must be based only on the 
actual inability of individuals with some protected characteristic (e.g., their sex) to perform job 
duties, not on stereotyped characterizations.

Asking about protected characteristics that are not BFOQs during employment interviews 
is a mistake made by many uninformed hiring managers. This chapter’s Develop Your Skills 
feature contains several taboo interview questions and an explanation of why they should be 
avoided.

bonA fide occupAtionAl 
quAlificAtion (bfoq)

a characteristic that is essential to the 
successful performance of a relevant 
employment function
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global issues

Employment laws vary across countries. For example, Mexican workers not only enjoy a right to 
severance pay, they also benefit from laws that give them absolute caps on the number of hours 
they can work, paid vacations at premium-pay rates, paid holidays, paid weekends, paid mater-
nity leave, employer-funded housing, annual profit-sharing bonuses, and annual 13th-month pay 
bonuses. None of these practices exists under U.S. law. Mexico’s constitution also grants affir-
mative action–related employment rights and bans noncompete agreements.41

U.S. multinational companies operating in Europe must also comply with the employ-
ment laws of their European host countries. Although many European nations have statutes or 
constitutional clauses prohibiting employment discrimination, unlike U.S. laws, many of these 
laws lack provisions by which government agencies can enforce them or private litigation can be 
pursued. But this situation is changing because Europeans are concerned that due to the forma-
tion of the European Union, people’s employment rights and working conditions will deteriorate 
to the point where they mirror the lowest levels of protection afforded by a particular member-
nation. This concern has resulted in European Union–level legislation requiring member nations 
to strengthen their legal provisions.42

eQUal employmenT oppoRTUniTy, affiRmaTiVe aCTion, 
and QUoTas

Equal employment opportunity, affirmative action, and staffing quotas are frequently misunder-
stood and often the subjects of debate. Next, we discuss each of them.

equal employment opportunity

equal employment opportunity (eeO) means that a firm’s employment practices must be 
designed and used in a “facially neutral” manner. Facially neutral means that all employees and 
applicants are treated consistently regardless of their protected characteristics, such as their sex 
and race. EEO laws require firms to make an unbiased assessment and interpretation of applicants’ 
job qualifications. The consistent administration of staffing practices is thought to create an equal 
opportunity for everyone to obtain a job or promotion, not just members of protected classes.  

Court rulings and Equal Employment Opportunity Commission 
guidelines prohibit the use of all preemployment inquiries that 
disproportionately screen out members of protected classes, are 
not valid predictors of on-the-job performance success, or can-
not be justified by “business necessity.”38 A protected class is 
a group of people who share a particular characteristic protected 
by federal and/or state employment discrimination laws. A busi-
ness necessity is an important business objective of the employer.

Although interview questions in and of themselves are 
not illegal, questions that can have an illegal impact in terms of 
a firm’s hiring should be avoided. The following are five inter-
view questions that are likely to have a discriminatory effect on 
 employment and that should be avoided:39

 1. How many children do you have? Questions regarding an 
applicant’s marital status, children, and childcare arrange-
ments can be construed as being discriminatory. Title VII of 
the Civil Rights Act makes it illegal to deny a female applicant 
employment because she has or is planning to have children.

 2. What is your native language? If an English-language 
skill is not a job requirement but the employer requires 

English-language proficiency, an adverse effect upon a 
 minority group may result, violating Title VII. Inquiring how 
an  applicant acquired the ability to read, write, or speak a 
foreign language is also inappropriate.

 3. What clubs or organizations do you belong to? The courts 
may view this question as seeking information that is not 
job related and that could result in discrimination based on 
a person’s gender, national origin, or religion in violation 
of Title VII.

 4. What is your height? What is your weight? Minimum 
height and weight requirements have been found to be 
illegal under Title VII if they screen out a disproportionate 
number of minorities or women and the employer cannot 
show that these standards are essential to the safe perfor-
mance of the job(s) in question.40

 5. Are you able to work on Christmas Day? An employer can 
be accused of religious discrimination in violation of Title 
VII if its interviewers ask about an applicant’s willingness to 
work any particular religious holiday.

Develop Your SkillS
Improper Interview Questions

equAl employment 
opportunity (eeo)

employment practices designed and 
used in a “facially neutral” manner

protected clAss

a group of people who share a 
 particular characteristic that is 
 protected by federal and/or state 
employment discrimination laws

business necessity

an important business objective of the 
employer

M03_PHIL3491_03_GE_C03.indd   81 12/09/14   10:41 AM



82	 Chapter	3	 •	 The	Legal	Context

A person cannot be discriminated against (i.e., he or she would fall into a protected class) based 
on the following characteristics:43

•	 Age
•	 Disability
•	 National	origin
•	 Pregnancy
•	 Race
•	 Religion
•	 Sex

EEO laws also prohibit employees from retaliatory discharge and from being sexually 
harassed. In addition, the laws prohibit employers from paying employees more than other 
employees based upon their sex or discriminating against employees based on the fact that they 
are pregnant.

affirmative action

You might have wondered at some point in your lifetime what exactly affirmative action  consists 
of. affirmative action44 refers to the proactive efforts of the U.S. government to eliminate 
 discrimination and its past effects. Affirmative action programs began in the 1970s to improve 
the outcome of the Civil Rights Act of 1964, which prohibited race discrimination in employ-
ment. As President Lyndon Johnson put it in 1965: “We seek…not just equality as a right and 
a theory but equality as a fact and equality as a result.” Out of concern that ending formal dis-
crimination would not eliminate racism by employers, President Johnson issued Executive Order 
11246 in September 1965, requiring employers who received federal contracts to take extra 
steps— affirmative action, that is—to integrate their workforces. Executive Order 11246 requires 
 contractors with federal contracts of at least $50,000 and 50 or more employees to have an 
 affirmative action plan.

The goal of affirmative action is to provide employment opportunities to groups formerly 
underrepresented in employment. These groups, particularly blacks, Native Americans, Asian 
Americans, Hispanic Americans, and women, have been identified by the U.S. Department of 
Labor as “protected classes.” Affirmative action is also required for handicapped persons, disabled 
veterans, and Vietnam War veterans. Although Executive Order 11246 requires that federal con-
tractors set goals for hiring minorities and females, there are currently no laws or regulations requir-
ing they set goals for hiring other protected classes (handicapped persons and Vietnam veterans).

affiRmaTiVe aCTion plans An affirmative action plan describes in detail the actions to be 
taken, procedures to be followed, and standards to be adhered to when it comes to establishing an 
affirmative action program. Affirmative action plans can include, but are not limited to, adhering 
to provisions for nondiscriminatory recruitment, training, and promotion. Procedures for internal 
record keeping, internal compliance auditing, and reporting are often included to measure the 
success of the plans. Employers adhere to affirmative action plans because they want to, because 
a court orders them to, because they are federal contractors, or because they agree to them as a 
remedy for discrimination that occurred in the past.

Affirmative action programs can temporarily give preferential treatment to qualified appli-
cants from underrepresented protected groups. Preferential treatment is only allowable in cases 
settled by courts in contexts of discrimination claims. (A firm cannot legally decide to give pref-
erential treatment on its own, in other words.) Numerical benchmarks are usually established 
based on the availability of qualified applicants in the job market or qualified candidates in the 
employer’s workforce. These numerical goals do not create quotas for specific groups, nor are 
they designed to guarantee proportional representation or equal results. In most cases, the plans 
identify voluntary goals and timetables for integrating workers from underrepresented groups into 
the workplace. In other words, the plans give employers a framework to use as they develop their 
recruiting, hiring, and promotion strategies. Moreover, a contractor’s failure to attain its goals is 
not in and of itself an affirmative action violation. However, failing to make a good faith effort to 
attain the goals is.45 Affirmative action plans should be temporary and be discontinued when the 
workforce is representative of the available population, and should be formally stated in writing.

AffirmAtive Action

the proactive effort to eliminate 
 discrimination and its effects, and to 
ensure nondiscriminatory results in 
employment practices in the future
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The practice of affirmative action (making an effort to undo the results of discrimination 
that has occurred in the past) tends to be controversial. Nonetheless, since the establishment of 
affirmative action programs, women and minorities have experienced significant employment 
gains. In the first 25 years following the government’s affirmative action efforts, the partici-
pation by blacks in the workforce increased 50 percent, and the percentage of blacks holding 
managerial positions jumped fivefold.46 But the result has been far from perfect. For example, in 
2013, only 20 of the Fortune 1000 CEOs were women.47

It is important to understand some of the key factors that determine the legal defensibility 
of an affirmative action plan, particularly if it requires giving preferential treatment to any sub-
group. Several federal court decisions48 have helped to clarify some of the factors that are impor-
tant in determining whether an affirmative action plan that involves preferential treatment is in 
violation of Title VII. These are summarized in Table 3-349 Rather than giving any protected 
group preferential treatment, it may be better for employers to identify the business-related char-
acteristic they are seeking (e.g., a goal to hire people with knowledge of and influence in the 
African American community) and use it in making hiring decisions rather than using the pro-
tected characteristic itself.

In addition to hiring decisions, affirmative action implications extend to layoffs as well. In 
1986, Wygant v. Jackson Board of Education50 challenged a school board’s policy of protecting 
minority employees by laying off nonminority teachers first, even though they had seniority. 
The Supreme Court ruled against the school board, saying that the injury suffered by the non-
minorities affected could not justify the benefits to minorities: “We have previously expressed 
concern over the burden that a preferential-layoffs scheme imposes on innocent parties. In cases 
involving valid hiring goals, the burden to be borne by innocent individuals is diffused to a 
considerable extent among society generally. Though hiring goals may burden some innocent 
individuals, they simply do not impose the same kind of injury that layoffs impose. Denial of a 
future employment opportunity is not as intrusive as loss of an existing job.”

An equal opportunity/affirmative action statement should be included in all recruit-
ment communications. Most organizations use phrases or acronyms such as EOE/AA (Equal 
Opportunity Employer/Affirmative Action), Equal Opportunity Employer, or An Equal 
Opportunity/Affirmative Action Institution. If these statements are ineffective in recruiting the 
quality and range of applicants desired, the employer can create a more explicit and proactive 
statement, such as the following: “Applicants from underrepresented groups are strongly encour-
aged to apply.” An excellent sample affirmative action program is available at www.dol.gov/
ofccp/regs/compliance/pdf/sampleaap.pdf.

Quotas

staffing quotas establish specific requirements that certain percentages of disadvantaged 
groups be hired. Staffing quotas are generally illegal. The goal of quotas is often to equalize 
the  proportional representation of underrepresented groups in the company’s workforce with 
their proportions in the organization’s relevant labor market. The size and location of a firm’s 

TaBle 3-3    affirmative action Plans Involving Preferential Treatment51

•	 Affirmative action plans should be remedial in nature. Employers found guilty of 
discrimination	can	be	forced	to	implement	an	affirmative	action	plan	to	remedy	the	
discrimination.	Employers	that	have	an	imbalanced	workforce	but	that	have	not	been	
found	guilty	of	discrimination	may	be	able	to	justify	an	affirmative	action	plan	to	remedy	
the	imbalance.	Employers	whose	workforce	is	representative	of	the	available	workforce	will	
have	a	difficult	time	justifying	an	affirmative	action	plan.

•	 An affirmative action plan should not exclude all nonminorities.	Exactly	how	restrictive	
any	subgroup	quotas	can	be	is	unclear,	but	an	affirmative	action	plan	that	excludes	all	
members	of	a	nonminority	group	would	likely	be	found	to	be	illegal.

•	 An affirmative action plan should be temporary. Discontinue the plan after meeting the 
affirmative	action	goals.

•	 An affirmative action plan should be formalized.	Actions	taken	under	informal	
affirmative	action	plans	(i.e.,	those	lacking	formal	goals	or	a	formal	statement	of	the	actions	
to	be	taken	under	the	plan)	have	been	found	to	be	discriminatory.

stAffing quotAs

establish specific requirements that 
certain numbers of people from 
 disadvantaged groups be hired
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relevant labor market depends on the nature of the job. As an illustration, for faculty positions, 
the relevant labor market is usually defined as national. For management and professional posi-
tions, the relevant labor market is generally defined as regional. For staff and laborer positions, 
the relevant labor market is usually defined as local.

By the late 1970s, flaws in affirmative action policy began to arise, and reverse discrimi-
nation, or discrimination against white males, became an issue. The landmark 1978 Bakke case 
made numerical quotas illegal in college admissions programs. Allan Bakke, a white male, had 
been rejected two years in a row by a medical school that had accepted less-qualified minor-
ity applicants. The school had a separate admissions policy for minorities and reserved 16 out 
of 100 slots for minority students. The Supreme Court outlawed inflexible quota systems in 
affirmative action programs. In the same ruling, however, the Court upheld the legality of affir-
mative action per se. Regents of University of California v. Bakke52 prohibited schools from 
considering race as a factor in admissions to promote racial diversity unless race is considered 
alongside other factors and on a case-by-case basis. In 2003, the Supreme Court ruled in Grutter 
v. Bollinger53 and Gratz v. Bollinger54 that a school can make action-based admission decisions 
if it treats race as one factor among many for the purpose of achieving a “diverse” student popu-
lation. In other words, each applicant must be reviewed individually, and an affirmative action 
policy is unconstitutional if it automatically increases an applicant’s chances over others simply 
because of his or her race.55 Although these school admissions cases are not Title VII cases, 
similar mechanisms are applied to them.

Employers are not required to have a proportional representation in their workforce as long 
as they can show that they are not engaging in discrimination. However, they are more open to 
lawsuits if they do not. Although affirmative action, preferential treatment policies, and quotas 
are not required by law, they are not prohibited either. Because numerical quota systems allow 
less-qualified members of protected groups to be hired over more-qualified candidates, there are 
limitations on their features and usage. A quota is most often used as a court-imposed remedy for 
past discrimination or as part of a voluntary affirmative action plan.

enfoRCemenT agenCies

Legislative bodies at the local, state, and federal levels have the power to create, amend, and elim-
inate laws and regulations, including those pertaining to staffing and employment. Legislative 
bodies also create agencies for the purposes of interpreting, administering, and enforcing these 
laws. The two most important federal agencies in terms of staffing are the Equal Employment 
Opportunity Commission (EEOC) and the Department of Labor’s Office of Federal Contract 
Compliance Programs.

The equal employment opportunity Commission (eeoC)

When the EEOC was established by Title VII of the Civil Rights Act of 1964, its primary 
responsibility was to receive and investigate charges of unlawful employment practices and, 
for those charges found to be of “reasonable cause,” to try to resolve the disputes. The agency’s 
responsibilities have expanded with the enactment of new and amended legislation, and in 1972, 
the commission was given the power to enforce certain laws. Currently, the EEOC enforces the 
following federal statutes:

•	 Title	VII	of	the	Civil	Rights	Act	of	1964
•	 The	Age	Discrimination	in	Employment	Act	of	1967	(ADEA)
•	 Pregnancy	Discrimination	Act	of	1978
•	 Title	I	and	Title	V	of	the	Americans	with	Disabilities	Act	of	1990	(ADA)
•	 Sections	501	and	505	of	the	Rehabilitation	Act	of	1973
•	 Sections	102	and	103	of	the	Civil	Rights	Act	of	1991
•	 The	Equal	Pay	Act	of	1963
•	 The	Genetic	Information	Nondiscrimination	Act	of	2008	(GINA)

The EEOC receives over 90,000 charges each year,56 and recently increased its staff to help 
resolve a backlog of charges.57 Even companies with large, sophisticated staffing functions are 
vulnerable. In one case, the EEOC filed a lawsuit against United Parcel Service on behalf of a 
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Rastafarian who was told he had to shave his beard if he wanted to be hired as a  driver’s helper.58 The 
EEOC regularly files national class-action sex and race discrimination lawsuits.59 The EEOC looks 
for systemic discrimination, which occurs when a process or  practice  discriminates against signifi-
cant numbers of applicants or employees, as opposed to discrimination against a single employee.

In addition to enforcing equal employment laws, the EEOC encourages and facilitates vol-
untary compliance via tailored programs that meet the needs of employers, including small busi-
ness and federal-sector employers, and via programs to educate the public on EEO laws. Another 
good reason to ensure that recruiters and hiring managers rely on objective standards and comply 
with antidiscrimination laws is that the EEOC is pursuing more systemic discrimination cases, 
which can generate judicial damage awards that run into hundreds of millions of dollars.

The remedies available to the EEOC for employment discrimination, intentional or not, 
include

•	 Back	pay,	or	the	pay	a	plaintiff	is	entitled	to	up	to	the	time	the	court	rendered	its	judgment.
•	 Hiring,	promotion,	or	job	reinstatement.
•	 Front	pay,	or	pay	a	plaintiff	is	entitled	to	between	the	time	the	judgment	is	reached	and	the	

time the worker returns to the place of employment.
•	 Reasonable	accommodation.
•	 Other	actions	that	will	make	an	individual	“whole”	(i.e.,	in	the	condition	he	or	she	would	

have been if not for the discrimination).

When the EEOC finds that a firm has intentionally discriminated, it can award the victims 
compensatory damages for their actual past and future monetary losses as well damages for 
their mental anguish and inconvenience. It can also award punitive damages as a deterrent or 
 punishment if an employer acted with malice or reckless indifference (although punitive dam-
ages cannot be levied against federal, state, or local government employers). EEOC workplace 
discrimination charges have been increasing, with hundreds of millions of dollars recovered each 
year.60 The employer can also be required to take corrective or preventive actions to cure the 
source of the identified discrimination and minimize the chance of its recurrence.61 The EEOC’s 
compliance manual can be found at http://www.eeoc.gov/laws/guidance/compliance.cfm.

All employers with 15 or more employees are required to keep employment records. Some 
large employers are also required to file an EEO-1 report annually depending on the number of 
employees and federal contracts they have.62 A sample EEO Standard Form 100 used for this 
reporting can be found at http://www.eeoc.gov/employers/eeo1survey/upload/eeo1-2.pdf.

The office of federal Contract Compliance programs (ofCCp)

The Office of Federal Contract Compliance Programs (OFCCP) is part of the U.S. Department 
of Labor63 and is responsible for administering and enforcing three equal employment oppor-
tunity programs that apply to federal contractors and subcontractors: Executive Order 11246 
(later expanded by Executive Order 11375), Section 503 of the Rehabilitation Act of 1973, and 
the affirmative action provisions of the Vietnam Era Veteran’s Readjustment Assistance Act 
of 1974. The primary mission of the OFCCP is to ensure that federal contractors with at least 
50 employees and who receive $50,000 or more in grants, goods, and services take affirmative 
action to promote equal employment opportunity and annually file appropriate affirmative action 
plans with the agency. The OFCCP systemically reviews employers’ employment practices to 
make sure firms are complying with U.S. discrimination laws.64 However, the office focuses to 
a greater extent on class-action discrimination. After President Obama launched the National 
Equal Pay Task force in January 2010, the OFCCP made combating pay discrimination a top 
 priority. In its first two years, the Task Force recovered over $24 million in back wages and 
almost 5,500 job opportunities on behalf of over 50,000 discrimination victims. It also recovered 
$1.4 million in back pay and salary adjustments for 500 workers.65

The OFCCP undertakes compliance reviews for contractors flagged by a software pro-
gram as having below average participation rates for minorities or women. The OFCCP also 
conducts reviews of contractors selected randomly and those identified through complaints. If it 
finds a violation of affirmative action or antidiscrimination requirements, the OFCCP attempts 
to reconcile with the contractor before referring the case for formal administrative enforcement. 
The OFCCP gives Exemplary Voluntary Efforts (EVE) and Opportunity 2000 awards to those 

systemic discriminAtion

when a process or practice 
 discriminates against significant 
 numbers of applicants or employees
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companies that demonstrate significant achievement in terms of their equal opportunity and 
affirmative action. Although a contractor in violation of Executive Order 11246 may have its 
federal contracts terminated or suspended, such administrative actions are rare, and the contrac-
tor gets sufficient due process before this happens.66

hoW does The ofCCp define an “appliCanT”? Because they must track the gender, race, 
and ethnicity of applicants and analyze whether hiring practices, policies, or procedures have a 
“disparate impact” on minority and women applicants, the definition of an applicant is particu-
larly important to federal government contractors. The OFCCP’s record-retention regulations 
under Executive Order 11246 require federal contractors to retain paper résumés and applica-
tions for two years if the contractor has at least 150 employees and a government contract of 
at least $150,000. Contractors with less than 150 employees or no contract of at least $150,000 
must retain paper applications and résumés for one year. The OFCCP’s regulations also require 
government contractors to identify the gender, race, and ethnicity of each applicant, where pos-
sible.67 The legal definition of an applicant is particularly important because only “applicants” 
can allege that unlawful discrimination has occurred with regard to a firm’s hiring decisions 
under state and federal discrimination statutes. Understanding the definition of an applicant can 
help employers minimize risk and protect themselves from costly audit defense.

inTeRneT appliCanTs To help federal contractors and subcontractors manage the burdens 
created by the Internet, which can generate thousands of applicants for a single position, in 
2005, the OFCCP published a revised definition of what constitutes an “Internet applicant.”68 
By “Internet and related electronic technologies” the OFCCP includes e-mail, résumé databases, 
job banks, electronic scanning technology, applicant tracking systems, applicant service provid-
ers, and applicant screeners. The OFCCP’s 2005 definition applies only to data collection and 
record-keeping requirements under Executive Order 11246 (data related to race, color, religion, 
national origin, and sex).69 A person applying via the Internet and related technologies is an 
“applicant” if all four of the following criteria are satisfied:

 1. The individual expresses an interest in a job via the Internet or related electronic data 
technologies.

 2. The contractor considers the individual for employment in a particular position.
 3. The individual’s expression of interest indicates that he or she possesses the basic qualifi-

cations for the position.
 4. The individual at no point in the contractor’s selection process, prior to receiving an offer 

of employment from the contractor, removes himself or herself from further consideration 
or otherwise indicates that he or she is no longer interested in the position.

Consider a contractor who wants to hire a bilingual manufacturing supervisor and searches 
an Internet job database containing 30,000 résumés for two basic qualifications: a four-year busi-
ness degree and fluency in English and Spanish. The initial screen for these two basic qualifica-
tions narrows the pool to 5,000 people. The contractor then adds a third, preestablished basic 
qualification of two years of management experience, which reduces the pool to 1,500. Finally, 
the contractor adds a fourth, preestablished basic qualification of experience in a manufacturing 
environment, which results in a pool of 85 job seekers. Under the rule, only the 85 job seekers 
meeting all four basic qualifications would be Internet applicants, assuming they met the other 
three prongs of the “Internet applicant” definition.

Contractors are allowed to use data management techniques, such as random sampling or 
absolute numerical limits, to reduce the number of people who express interest in their jobs as 
long as the techniques are facially neutral and the applicants aren’t individually assessed for their 
qualifications. For example, if the contractor receives a large number of applicants expressing 
interest, it can decide that it will only consider the first 200.

Contractors must retain records “identifying job seekers contacted regarding their interest 
in a particular position,” and, with respect to internal résumé databases, retain the following:

•	 A	record	of	each	résumé	added	to	the	database.
•	 a	record	of	the	date	each	résumé	was	added	to	the	database.
•	 The	position	for	which	each	search	of	the	database	was	made.
•	 For	each	search,	the	substantive	search	criteria	used	and	the	date	of	the	search.
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With respect to external résumé databases, the contractor must maintain the following:

•	 A	record	of	the	position	for	which	each	search	of	the	database	was	made.
•	 The	substantive	search	criteria	used.
•	 The	date	of	the	search.
•	 The	résumés	of	job	seekers	who	met	the	basic	qualifications	for	the	particular	position	who	

are considered by the contractor, even if they do not qualify as Internet applicants.

Contractors must also keep all documents related to the Internet job seekers it contacts 
regarding their interest in a particular position, the applicants’ tests and test results, interview 
notes, and records identifying their race, gender, and ethnicity.70 The OFCCP requires contrac-
tors to maintain only (1) those records relating to the analyses of the impact of employee  selection 
procedures on Internet applicants, and (2) the impact of employment tests (without regard of 
whether the tests were administered to Internet applicants) because the OFCCP does not  consider 
employment tests to be basic qualifications. Although the OFCCP generally will use labor force 
statistics and census data to determine whether basic qualifications have an adverse impact on 
race, gender, or ethnicity, contractors should consider performing their own analyses.71

As we have explained, the OFCCP’s definition of an Internet applicant applies only to 
people applying for jobs with federal contractors via the Internet and related technologies. For 
noncontractors and for people applying for jobs through nonelectronic means, the Uniform 
Guidelines on Employee Selection Procedures72 states that “The precise definition of the term 
‘applicant’ depends upon the user’s recruitment and selection procedures. The concept of an 
applicant is that of a person who has indicated an interest in being considered for hiring, pro-
motion, or other employment opportunities. This interest might be expressed by completing an 
application form, or might be expressed orally, depending on the employer’s practice.”73

The information collected allows the organization to provide the documentation it needs 
to justify its selection decisions and defend those decisions against any legal challenges. Much 
of the information can also be used by firms to evaluate their staffing systems. For example, 
applicants’ assessment scores can not only be used as evidence in a legal proceeding to show 
the firm acted in an unbiased way, but can also be used to evaluate the quality of the firm’s vari-
ous recruiting sources. Care must be taken to ensure that records on protected characteristics 
are not easily accessible during the selection process so that charges of discrimination cannot 
be made.

The bases foR employmenT laWsUiTs

Faulty recruiting, hiring, promotion, and termination procedures can all generate lawsuits. 
Employees who initiate lawsuits often reach all the way back to the hiring process to show that a 
firm’s practices systematically discriminated against them.74 Next, we discuss several different 
types of staffing-related lawsuits and what is required for them to succeed in court.

disparate Treatment

Disparate treatment is intentional discrimination based on a person’s protected characteris-
tic. If the employment decision (hiring or firing) would change if the applicant’s race, religion, 
national origin, color, sex, disability, or age were different, disparate treatment has taken place. 
Disparate treatment can be direct, as when it results from a company’s policy to not hire older 
workers. It can also be inferred from situational factors or result from a combination of permis-
sible and prohibited factors, both of which we discuss next.

an infeRRed dispaRaTe TReaTmenT Case Disparate treatment can be inferred from situ-
ational factors. To establish this type of case of discrimination, the plaintiff must show:75

 1. That he or she belongs to a group protected from discrimination (race, gender, etc.).
 2. That he or she applied for the job and was qualified for the job for which the employer was 

seeking applicants.
 3. That despite being qualified, he or she was rejected. (The plaintiff does not need to prove 

that he or she was rejected because of his or her protected status, only that despite his or 
her qualifications, he or she was rejected.)

 4. That after being rejected, the position remained open, and the employer continued to seek 
applicants whose qualifications were similar to those of the plaintiff.

dispArAte treAtment

intentional discrimination based on a 
protected characteristic
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Once these four aspects are established, the burden shifts to the employer to show that the 
hiring decision was the result of a BFOQ based on business necessity. Demonstrable evidence 
of a business necessity is required. The defendant can offer as evidence statistical reports, 
validation studies, expert testimony, prior successful experience, and other evidence to that 
effect.76

If the defendant is successful in establishing a BFOQ defense, the plaintiff then has the 
opportunity to present evidence showing that the employer’s stated reason for the rejection was 
false and merely a pretext. To establish a case allowed to go to court, the plaintiff need not prove 
that discrimination was the motivating factor in the hiring or promotion decision, only raise an 
inference that such misconduct occurred.

a mixed moTiVe Case A mixed motive case of disparate treatment is one in which the 
employer is accused of having both a legitimate and an illegitimate reason for making the 
employment decision. Under the 1991 Civil Rights Act, a plaintiff can establish an unlaw-
ful employment practice by showing that a protected characteristic (such as race, sex, color, 
religion, or national origin) was a motivating factor in an employment decision, even if other 
legitimate factors—for example, the fact that the plaintiff was tardy, frequently absent, or 
violated the company’s rules—also motivated the decision. A plaintiff only needs to prove 
that race and/or gender was a motivating factor—one of the reasons for the decision—no 
matter how small a role it played. If the plaintiff satisfies the burden of proof that discrimi-
nation was a motivating factor in the employer’s action, the employer is found liable. The 
 burden of proof then shifts to the employer to cut off or reduce a plaintiff’s monetary dam-
ages by proving to the jury that it would have made the same employment decision in the 
absence of the discriminatory motive. Under the mixed motive analysis, the burden of proof 
is on the defendant to show that the decision would have been the same despite the plaintiff’s 
race or sex. Under the disparate treatment method, the burden of proof is on the plaintiff to 
disprove the same thing.

The Supreme Court has ruled that plaintiffs do not need a “smoking gun” or direct  evidence 
in showing a protected characteristic to be a motivating factor but can rely on “circumstantial 
evidence” that does not have to be linked directly to the employment decision.77 This includes 
circumstances from which the jury can infer a discriminatory motive—for example, providing 
evidence that a black employee who had three unexcused absences was fired whereas a white 
employee with the same number of unexcused absences was not.

adverse (or disparate) impact

adverse (disparate) impact occurs when an action has a disproportionate effect on a protected 
group, regardless of its intent. Employment practices that are facially neutral in their treatment of 
different groups but that have a significantly adverse effect on a protected group when compared 
with other practices can be legally challenged. The only defense for adverse impact is when it 
can be justified by a business necessity or job relatedness.

The seminal adverse impact case is the Supreme Court’s 1971 decision in Griggs v. Duke 
Power Co. The Court held that if the Duke Power Company could not show a “business neces-
sity” for requiring applicants to possess a high-school diploma or pass off-the-shelf intelligence 
tests, due to the difference in pass rates for white and minorities, the employer would be in 
violation of Title VII. Examples of practices that may be subject to an adverse impact chal-
lenge include written tests, educational requirements, height and weight requirements, strength 
requirements (e.g., being able to carry at least 50 pounds), and subjective procedures, such as 
interviews. In larger organizations, the probability of adverse impact taking place somewhere in 
the company is greater because of the larger numbers of jobs and job families, or clusters of jobs 
in the same general areas.

Assessment scores cannot be altered or changed to reduce the adverse impact on protected 
groups. According to the Civil Rights Act of 1991, it is an unlawful employment practice “to 
adjust the scores of, use different cutoff scores for, or otherwise alter the results of employment 
related tests on the basis of race, color, religion, sex, or national origin.” This means that race 
norming, or comparing an applicant’s scores only to members of his or her own racial subgroup 
and setting separate passing or cutoff scores for each subgroup, is unlawful.

mixed motive

when an employer is accused of having 
both a legitimate and an illegitimate 
reason for making an employment 
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sTaTisTiCs There are three types of statistics relevant for showing adverse impact: stock 
 statistics, flow statistics, and concentration statistics. stock statistics compare the percentage 
of men, women, or minorities employed in a job category with their availability in the relevant 
population of qualified people interested in the position. This is also called a utilization analysis. 
If the employment rate of men, women, or minorities is less than what would be expected based 
on their availability, they are said to be underutilized.

To properly conduct a utilization analysis, employers must compile stock statistics by job 
group (a group of related jobs) and do them separately for women and minorities. Usually firms 
compile these statistics as a starting point when developing affirmative action programs. Although 
it is relatively easy to identify the number of people in each subgroup employed by the firm, it 
can be difficult to accurately identify each subgroup’s availability in the relevant population. The 
percentage of women or minorities in the recruitment area who have the required skills must be 
taken into account as well as the percentage of women or minorities among those promotable, 
transferable, and trainable within the organization—both of which can be difficult to estimate or 
measure. Different utilization rates do not demonstrate adverse impact; they only show that there 
is a reason to further investigate an employer’s staffing practices to see why the underutilization 
is occurring. Economists are often hired to conduct utilization analyses. Firms are also advised 
to seek legal assistance when compiling stock statistics and developing affirmative action plans.

Table 3-4 identifies a firm’s utilization rates of women in the clerical job group relative 
to their availability in the relevant population. In the table, we see that females are 80 percent 
and males are 20 percent of the company’s clerical workers. We see from the right column that 
females make up 60 percent of the available clerical workers and males 40 percent. This suggests 
that males may be underutilized in the clerical job category because they are employed at a rate 
(20 percent) that is less than their availability (40 percent).

Flow statistics compare protected groups’ selection rates, or the percentage of applicants 
hired from different subgroups, to determine if the rates are significantly different from each 
other. If a significant difference is found, adverse impact is demonstrated. This is the only one 
of the three statistics that can establish adverse impact by itself. The Uniform Guidelines on 
Employee Selection Procedures,78 which are on the Internet at www.uniformguidelines.com/
uniformguidelines.html, address the requirements for computing and interpreting flow statistics. 
These guidelines state that

•	 Organizations	must	keep	records	so	the	relevant	selection	rates	(also	called	applicant	flow	
statistics) can be calculated.

•	 Selection	rates	must	be	calculated
•	 for	each	job	category,
•	 for	both	internal	and	external	selection	decisions,
•	 for	each	step	in	the	selection	process,	and
•	 by	applicant	race	and	sex.

•	 The	80	percent	 (or	4/5)	 rule	determines	whether	or	not	companies’	procedures	have	an	
adverse impact. The 80 percent rule states that “a selection rate for any race, sex, or  ethnic 
group which is less than four-fifths (4/5) (or 80 percent) of the rate for the group with 
the highest rate will generally be regarded by federal enforcement agencies as evidence 
of adverse impact, while a greater than four-fifths rate will generally not be regarded by 
 federal enforcement agencies as evidence of adverse impact.”79

•	 The	80	percent	rule	is	only	a	guideline,	and	exceptions	to	it	can	be	made	based	on	issues	
surrounding the statistical and practical significance of the differences in selection rates 
(such as small sample sizes).

stock stAtistics

compare the percentage of men, 
women, or minorities employed in a job 
category with their availability in the 
relevant population of qualified people 
interested in the position

TaBle 3-4    Stock Statistics

Job Category: Clerical Workers

Current Clerical Workers (%) availability in Relevant Population (%)

Females 80 60

Males 20 40

flow stAtistics

statistics that compare the percentage 
of applicants hired from different  
subgroups to determine if they are  
significantly different from each other
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Statistics are not sufficient to show adverse impact. In the 2009 case of Ricci v. DeStefano,80 
the U.S. Supreme Court ruled that the results of assessment tests cannot be ignored simply 
because they have an adverse impact on a protected group. Once an employer has established the 
selection or promotion process and selection criteria, invalidating the test results without strong 
evidence of an impermissible adverse impact amounts to racial preference, which is counter to 
the Title VII notion of a workplace where individuals are guaranteed equal opportunity regard-
less of race.

The courts have also found that adverse impact occurs if the difference between the num-
ber of members of the protected class selected and the number that could be reasonably antici-
pated to be selected in a random selection system is more than two or three standard deviations. 
We will discuss this in greater detail in Chapter 8.

In Table 3-5 we see the different selection rates (the percentage of applicants hired) of 
women and men for the sales associate job category. To apply the four-fifths, or 80 percent, rule 
to determine if adverse impact has occurred, we start by identifying the most favorable subgroup 
selection rate. In this example we see that men were hired at the higher rate, and that 50 percent 
of male applicants were hired (100/200). Four-fifths (or 80 percent) of 50 percent is 40 percent 
(0.80 × 50 percent). So if females were selected at a rate of less than 40 percent, then the sub-
group selection rates differ enough to suggest that the selection method is discriminatory. We 
see that women were selected at a 25 percent rate, which is less than 40 percent, suggesting the 
possibility that sex discrimination has occurred.

The 80 percent rule highlights why targeted recruiting is important. If an organization 
was to simply target a particular subgroup for recruiting with little or no attention to talent, 
skills, and quality in that pool, then it could unintentionally create a situation in which it would 
be likely to violate the rule. Simply increasing the size of the pool without maintaining or 
improving its quality can reduce the selection rate of certain protected subgroups, thereby 
 violating the rule.

concentration statistics compare the percentages of people in various job categories to 
see if men, women, or minorities are concentrated in certain workforce categories. For example, 
50 percent of an organization’s total employees may be female, but if women tend to comprise 
90 percent of the clerical workforce and men tend to comprise 90 percent of the managerial 
workforce, then women may be underutilized in managerial positions and men underutilized in 
clerical positions. Concentration statistics do not establish adverse impact by themselves, but 
they can give the EEOC a reason to investigate an employer’s staffing practices further to see 
why the differences are occurring.

In Table 3-6, we see that the concentration of blacks in the sales positions is 50 percent, 
and that the concentration of Hispanics in the clerical positions is 65 percent. By contrast, the 
concentration of whites in management positions is 80 percent. This suggests that racial sub-
groups do tend to be concentrated in certain job categories and may suggest discrimination. 
There are two possible methods for evaluating concentration data. The first is to compare the 
representation of employees in a subgroup (e.g., Hispanics) with all of the other employees (e.g., 
non-Hispanics). The other is to compare the representation of employees in one subgroup with 
other specific subgroups (e.g., Hispanics compared to Asians, or Hispanics compared to whites). 
It is often helpful to look at the concentration data using both methods when investigating the 
possibility of disparate impact. No standard statistical test currently exists as a legal guideline 
when evaluating concentration statistics; it is expected that different proportions across jobs and 
organizational levels will be noticed.

TaBle 3-5    Flow Statistics: an example

Job Category: Sales associates

Number of applicants Number Hired Selection Rate (%)

Men
Women

200
100

100
25

50
25

concentrAtion stAtistics

statistics that compare the percentages 
of men, women, or minorities in 
various job categories to see if men, 
women, or minorities are concentrated 
in certain workforce categories
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esTablishing a legal Case The steps in establishing an adverse impact case are as follows:

 1. The plaintiff must prove, generally through statistical comparisons, that the challenged 
practice or selection device has a substantial adverse impact on a protected group.81 The 
defendant can then criticize the statistical analysis or offer different statistics.

 2. If the plaintiff establishes adverse impact, the employer must prove that the chal-
lenged practice is “job-related for the position in question and consistent with business 
necessity.”82

Even if the employer proves business necessity, the plaintiff can still prevail by showing 
that the employer has refused to adopt an alternative employment practice that would satisfy the 
employer’s legitimate interests without having an adverse impact on a protected class.83

defending failure-to-hire lawsuits

Lawsuits for failure to hire can be difficult to defend. In wrongful termination or failure-to-promote 
lawsuits, personnel records can help establish that the decision to terminate or not promote a  person 
was based on a legitimate, nondiscriminatory reason. But when a company is sued for failure to 
hire, the employer frequently has no history with the employee on which to rely. Providing an 
accurate job description to all recruits and using a standardized and well-documented recruitment 
and screening process is, therefore, very important for the employer. This will be the foundation of 
the employer’s defense. Screening candidates using objective, job-relevant criteria and archiving 
all recruiter and interviewer notes, test and interview scores, and so forth for each applicant can 
help the employer defend its hiring decisions in court.84

One of the best ways for an organization to reduce the chances of being sued for failure 
to hire is to reduce the desire of an aggrieved individual to file a lawsuit. On the one hand, if 
an organization proactively and genuinely tries to generate applicants from diverse groups and 
subsequently treats all recruits fairly and with respect, rejected applicants may be less likely 
to engage in legal action. On the other hand, if an organization makes no effort to recruit from 
diverse groups and treats some applicants differently than others, or treats all applicants unfairly 
or with disrespect, those who are not hired may be more motivated to sue. The large number of 
jobs at a big organization increases the chances that adverse impact is occurring somewhere in 
the company. Although important for all organizations, using proactive recruitment practices 
and attending to applicant reactions to the recruitment and hiring processes are even more impor-
tant for larger organizations wishing to avoid lawsuits.

fraudulent Recruitment

Fraudulent recruitment, also called truth in hiring, involves misrepresenting the job or orga-
nization to a recruit. In a tight job market or during periods of low unemployment among people 
with the skills they are seeking, employers may be tempted to exaggerate the benefits of their 
jobs or make unrealistic promises to attract new hires. If they fall prey to this temptation, they 
risk being hit with a tort lawsuit filed by employees based on a theory of fraudulent inducement 
to hire. A tort involves a claim that someone was harmed by a wrongful but not necessarily 
criminal act of another party and does not require the existence of a contract. Damages must 
generally go beyond the loss of employment in order for a plaintiff to make such a claim. If an 
employer intentionally exaggerates what a job offers, it could be vulnerable to a charge of fraud. 
Although employment fraud cases are not common or easy to prove, they are becoming more 

TaBle 3-6    Concentration Statistics: an example

Job Category

Sales (%) Clerical (%) Management (%)

Whites
Blacks
Hispanics

30
50
20

15
20
65

80
15
5

frAudulent recruitment

(truth in hiring) misrepresenting the 
job or organization to a recruit
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frequent. In addition to sizable jury awards (one plaintiff won $10 million in a breach-of-contract 
case having claimed that an oil company never intended to keep the promises it made while 
recruiting him), the damage to a company’s reputation as an employer can compromise its future 
recruiting efforts.85

In one fraudulent recruitment case, the Colorado Court of Appeals upheld a $250,000 jury 
award against a company for concealing information from a candidate during the recruitment 
process. The company presented a positive picture of itself and of the plaintiff’s future with it 
and concealed its financial losses and the substantial risk that the plaintiff could soon be laid 
off. The court ruled that an organization may not have to divulge its financial condition to every 
applicant, but that full disclosure is required if statements are made to an applicant that would 
create a “false impression” about the employer’s outlook and the applicant’s future employment 
prospects.86

Statements made to convince a job applicant to accept a position can be legally binding 
on the employer, even when no employment contracts are involved and even if the contract 
states that no promises about employment have been made. In other words, an employment-at-
will arrangement will not preclude an employee from making a fraudulent recruitment claim.87 
Moreover, any actions that adversely affect a recently hired employee’s compensation or status 
can make it look like the employer acted in bad faith and potentially give rise to a fraudulent 
recruitment claim. To defend itself, the employer would have to show that intervening circum-
stances after the person was hired justified the action.

To win a case involving an allegation of fraudulent recruitment and hiring, the plaintiff 
must prove the following five things:88

 1. That the employer made a false representation of a material fact.
 2. That the employer knew or believed the representation was false or that there was an insuf-

ficient basis for asserting that it was true.
 3. That the employer intended the employee to rely on the representation.
 4. That the employee justifiably relied on the representation.
 5. That the employee suffered damages as a result of doing so, such as costs related to relo-

cating, resigning from the firm, or rejecting other offers.

A variation on fraudulent hiring occurs when an employer uses fraud to keep an employee 
from resigning. In one instance, following the purchase of a controlling interest in another com-
pany, a man’s employer assured him that “absolutely no changes would be made” that could hurt 
his job security. The man stayed with the firm, was soon subjected to a pay cut, and eventually 
laid off. In this case, the court allowed the man’s claim for fraudulent misrepresentation to go 
to trial.89

Employers can reduce the likelihood of being faced with such lawsuits by instructing all 
individuals involved in recruiting and hiring not to make any statements about the company or 
the job that they know are not true, and not to make any promises concerning a job’s functions, 
pay, benefits, or job security that the employer does not intend to keep. Although it is only natu-
ral to want to present the job in a positive light, it is a good idea to qualify such statements so 
they are not taken as guarantees. Any written employment agreement should clearly spell out the 
terms of employment, including the temporary nature of the employment if the job is not per-
manent, and state that the written agreement supersedes all prior agreements or understandings 
concerning the employment. Written reminders that employment is at will can also refute future 
employees’ claims of having been promised long-term job security.90

negligent hiring

negligent hiring is a tort claim based on the common law concept that an employer has a 
 general obligation not to hire an applicant it knows or should have known could harm a third 
party. Essentially, an organization is considered responsible for the damaging actions of its 
employees if it failed to exercise reasonable care in hiring the employee who caused the harm. 
These issues are particularly important when the employee will have a lot of contact with the 
public, customers, patients, or children, or when the firm is hiring employees whose jobs would 
give them access to homes and apartments—installers, maintenance workers, delivery drivers, 
and the like.

negligent hiring

when an employer hires an applicant 
it knows or should have known could 
harm a third party
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A company can be found legally liable for negligent hiring if it fails to uncover a job 
 applicant’s incompetence or unfitness by checking his or her references, criminal records, or 
general background. In order for a customer, employee, or other third party to win a negligent 
hiring suit against an employer, the following must generally be shown:91

 1. The existence of an employment relationship between the employer and the worker.
 2. The employee’s unfitness.
 3. The employer’s actual or constructive knowledge of the employee’s unfitness (failing to 

investigate an employee’s background can lead to a finding of constructive knowledge).
 4. The employee’s act or omission caused the third party’s injuries.
 5. The employer’s negligence in hiring the employee was the most likely cause of the plain-

tiff’s injuries.

An employer’s obligation to its employees and third parties for negligent hiring depends 
upon whether that employer acted as a reasonable prudent employer would when hiring its 
employees. Preemployment background checks are often the responsibility of recruiters. 
Because the law also requires organizations to respect applicants’ privacy, candidates’ back-
grounds should be researched as thoroughly as possible without violating their privacy rights. 
Background checks should seek to identify the felony convictions of would-be employees, but 
not prior arrests that didn’t result in convictions since these arrest records are generally protected 
by privacy laws. Employers should contact all previous employers of the people they want to 
hire and keep a written record of all of their investigation efforts. Applicants should also be 
required to explain any gaps in their employment histories. If the organization can afford it, out-
sourcing background checks to qualified professionals can help the firm refute later claims that 
it failed to make a reasonable effort to learn about the employee’s history.92 Performing back-
ground checks routinely and consistently can also help the firm defend itself against other suits 
filed, for example, on the basis of disparate treatment and adverse impact. Negligent retention 
is similar to negligent hiring, but it focuses on situations in which a company knowingly retains 
employees who have a high risk of injuring themselves or others.93

negligent Referral

A growing number of states recognize negligent referral as being the basis for a claim. 
Negligent referral involves misrepresenting or failing to disclose complete and accurate infor-
mation about a former employee. An employee’s former employer can be sued for negligent 
referral if the employee is involved in some incident at his or her new workplace that might have 
been predicted based on prior behavior. For example, suppose an employee of Company A is 
a poor performer or has violent tendencies and the company wants the employee to leave. The 
employee then applies for a job with Company B, who calls Company A for a reference on the 
employee. Company A provides either minimal information about the employee or gives a posi-
tive reference, so Company B hires the employee who subsequently injures someone in his new 
position. Not only could Company B end up in court for negligent hiring, Company A could also 
find itself defending a negligent referral claim brought by Company B or the person injured.94 
Unfortunately, there have been several incidents in the United States in which nurses killed their 
patients and then moved on to do the same thing at new hospitals. How could this have hap-
pened? It happened because administrators at the nurse’s former hospitals failed to disclose the 
information during their reference checks for fear of being sued for defamation.95 Defamation is 
defined as “an unprivileged publication of false statements to third parties that tends to harm the 
reputation of the plaintiff in the community.”96

Clearly, checking a person’s references is an important part of conducting a thorough 
background check as well as establishing an applicant’s credentials and potential fit with the 
organization and position. But many employers provide only dates of employment, salary, and 
title, fearing that revealing more information about former employees could expose them to 
defamation suits by disgruntled former employees unable to find new employment. To promote 
safe workplaces, over 30 states have passed laws providing varying degrees of immunity to 
former employers who provide honest references about their former employees. It is too early to 
tell whether the immunity given to employers under these laws will sufficiently protect former 
employers from defamation. Defamation is currently the most common cause of action used by 

negligent referrAl

misrepresenting or failing to disclose 
complete and accurate information 
about a former employee
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former employees to challenge a reference given by a former employer. Virtually unheard of 
prior to the 1990s, defamation in wrongful-termination lawsuits has become a growing trend.97 
Basically, recruiters can be trained to obtain information the firm needs to know about a can-
didate, but it can still be difficult for them to learn all the firm would like to know about a 
 candidate from a reference check.

Certainly, it is wise for managers to exercise caution in giving references for former 
employees, even in the states that currently have laws granting immunity to employers for giving 
references. However, a blanket policy of providing only cursory referral information to avoid 
being sued for defamation claims can result in a company’s failure to disclose certain informa-
tion about former employees that it should. This, too, could lead to a lawsuit for the company. 
Some experts believe that the best advice is to say as little as possible except in those situations 
where the employee’s behaviors could endanger others in the new workplace. Saying nothing or 
providing a good reference for a bad employee could be riskier than simply telling the truth.98

Managers should also be trained in the company’s policy about giving references on social 
networking sites like LinkedIn. If managers’ comments about former employees are inconsistent 
with the reason for their termination, the employee might be able to prove that the company’s 
reason for termination was a pretext. For example, a lawyer representing Jamie Sky, who was 
terminated for poor performance, will be thrilled to find a LinkedIn recommendation by Jamie’s 
former manager stating that Jamie was the best employee she ever had.99

Trade secret litigation

Under the Uniform Trade Secrets Act, which has been adopted by most state legislatures, trade 
secrets can be any type of information, process, idea, or “know how” that is not generally known 
and gives the possessor an advantage in the marketplace. Trade secrets include a wide range 
of confidential business or proprietary information, such as chemical formulas, industrial pro-
cesses, business strategies, and, under certain circumstances, customer lists. Almost all organiza-
tions have trade secrets they must protect. To maintain business information as a trade secret, 
companies must take reasonable precautions including requiring employees to sign confidential-
ity, noncompete, and nondisclosure agreements to prevent them from disclosing the information 
to competitors. A sunroom manufacturer was ordered to pay $8.6 million for interfering with the 
noncompete contract of a competitor’s employee and subsequently stealing a business plan.100 
Best Buy recently broadened its noncompete restrictions to vice presidents and directors, who 
must agree not to work for a competitor anywhere in the world or use any idea or experience 
gained at Best Buy for at least one year after leaving the company if they want to be eligible for 
stock awards.101

Trade secret litigation can take place after an employee is hired by a competitor, or dur-
ing the interview process. Intel once accused Broadcom of conducting job interviews of Intel 
employees to obtain confidential information. A judge determined that Broadcom had attempted 
to extract trade secrets during the interviews and granted a preliminary injunction against 
Broadcom. The company was later ordered to change its interviewing and training processes so 
that new employees are neither encouraged nor permitted to disclose the trade secrets of their 
previous employers.102 Even asking a candidate to list the customers with whom he or she regu-
larly does business, or whom the candidate could bring over as new customers, could lead to an 
accusation of wrongful conduct. Virtually any employee may be in possession of confidential 
information.

The best defense from trade secret litigation is to prevent job candidates from disclosing 
protected information about other companies. Interviewers need to know what information is 
protected and how to question job candidates. Candidates should be warned at the beginning 
of an interview not to share a previous employer’s proprietary information. When requesting a 
general description of the interviewee’s job responsibilities and capabilities, ask the candidate 
to omit the specifics of accomplishments, which might include details that could reveal a trade 
secret. An example of a carefully worded interview question would be, “Without telling me 
anything about the actual recipe for a particular product, what role do you play in terms of devel-
oping new food products for your company?” It is also possible to ask the candidate before the 
interview to acknowledge in writing that he or she has been asked to avoid discussing confiden-
tial or trade secret information.103
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sexual harassment

Under Title VII, the ADA, and the ADEA, harassment on the basis of race, color, religion, sex, 
national origin, disability, or age is illegal, as is retaliation against an individual for filing a 
charge of discrimination, participating in an investigation, or opposing discriminatory practices. 
Denying employment opportunities to a person because of marriage to, or association with, an 
individual of a particular race, religion, national origin, or an individual with a disability is also 
illegal.104

Title VII’s broad prohibitions against sex discrimination specifically cover sexual 
 harassment, which includes practices ranging from direct requests for sexual favors to workplace 
conditions that create a hostile environment for persons of either gender, including same-sex 
harassment. The “hostile environment” standard also applies to harassment conducted on the 
basis of race, color, national origin, religion, age, and disability. Sexual harassment is recog-
nized as intentional discrimination, and companies may be subject to punitive and compensatory 
 damages by a jury if found guilty of it.

eeoC besT pRaCTiCes

In addition to enforcing EEO laws, the EEOC provides programs to educate the public and 
employers on EEO laws and EEO compliance. One of the ways they do this is by  identifying 
 specific examples of good EEO and diversity programs and deriving examples of “best  practices” 
that other companies might successfully emulate.105 The EEOC defines a best staffing practice 
as one that106

•	 Complies	with	the	law.
•	 Promotes	equal	employment	opportunity.
•	 Addresses	one	or	more	barriers	that	adversely	affect	equal	employment	opportunity.
•	 Manifests	management	commitment	and	accountability.
•	 Ensures	management	and	employee	communication.
•	 Produces	noteworthy	results
•	 Does	not	cause	or	result	in	unfairness.

This general set of key elements that support successful EEO programs corresponds to the 
acronym SPLENDID:107

•	 study—know the laws and standards, remove EEO barriers, and seek assistance from the 
EEOC, professional consultants, associations or groups, and so on.

•	 Plan—know the relevant workforce and demographics, define the problem(s), propose 
solutions, and develop strategies for achieving them.

•	 Lead—have all levels of management champion the cause and provide leadership for EEO 
implementation at all organizational levels.

•	 encourage—link pay and performance for how employees interact, support, and respect 
each other.

•	 notice—monitor the impact of EEO practices, ensure that unfairness does not occur as a 
result of a corrective strategy.

•	 Discuss—communicate and reinforce the message that diversity is a business asset.
•	 include—bring all employees and groups into the analysis, planning, and implementation 

process.
•	 Dedicate—assign needed resources and stay persistent; an investment in EEO may take a 

little while to pay off.

baRRieRs To legally defensible sTaffing

Strategically responding to the legal context surrounding staffing requires leveraging laws and 
guidelines to employ and retain the employees who will best help the firm compete and execute 
its business strategy. In addition to obeying staffing laws, it is critical that organizations identify 
and reduce the barriers that exist to legally defensible staffing and provide equal employment 
opportunities.
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Many barriers to equal employment opportunity exist. Some of these barriers tend to be 
specific to a particular employer, rather than being societal or cultural in nature. Other general 
barriers based in societal or cultural practices or norms tend to be external to the employer. Next, 
we describe some of the general and specific barriers to equal employment opportunity.

general barriers

A report by the EEOC has identified the most common equal employment opportunity barriers 
that tend to exist.108 Because understanding and proactively addressing these barriers can mini-
mize their impact and reduce the chances that an organization is discriminating unintentionally 
or intentionally in its staffing practices, we discuss each next.

The “like me” bias People tend to associate with other people who they perceive to be like 
themselves. This bias is part of human nature, and may be conscious or unconscious. Although 
it can create a higher comfort level in working relationships, it can lead to the discrimination of 
people based on protected characteristics, such as their race, sex, a disability, or age. Perceived 
cultural and religious differences and ethnocentrism can compound the “like me” bias and result 
in equal employment opportunities being denied people.

Because the “like me” bias can influence the assessment of performance norms, there 
may be a perception that someone “different” is less able to do the job and that someone “like 
me” is more able to do the job. For example, a male scientist who tends to believe that women 
make poor scientists is unlikely to hire a female scientist. This perception can influence a firm’s 
 targeted recruiting efforts and further reduce equal employment opportunities.

sTeReoTypes A stereotype is a belief about an individual or a group based on the idea that 
everyone in a particular group will behave the same way. For example, “all men are athletic,” 
“all women are nurturing,” and “people who look a certain way are dangerous” are all examples 
of stereotypes. Stereotypes are harmful because they judge an individual based solely on his or 
her being part of a particular group, regardless of his or her unique identity.

People may have stereotypes of other individuals based on their race, color, religion, 
national origin, sex, disability, or age. Stereotypes are often negative and erroneous, and thus 
adversely affect the targeted individuals.109 Because stereotypes can breed subtle racism,  sexism, 
prejudice, and discomfort, they must be addressed in the EEO context. Recruiters and hiring 
managers may have stereotypes of what makes a good employee that, if they are the underlying 
beliefs and attitudes that form the bases of the firm’s recruiting decisions, can adversely affect 
people’s equal employment opportunities.

A common example of stereotyping occurs when rejecting an applicant as “overqualified.” 
An employer might assume that a highly experienced person will have no interest in a lower-
paying position, or will soon leave for something better. Although this assumption might be true, 
case law says that a person who is overqualified is, by definition, qualified. So, he or she cannot 
be rejected on that basis. Also, if a person is truly qualified but not hired, the candidate might 
erroneously assume that age discrimination occurred. The best solution is to ask the  candidates 
why they are interested in the position—they may honestly be looking to change careers or 
seeking a job with less responsibility. If there is evidence that the individual has done a lot of 
job-hopping, the interviewer is no longer simply speculating about whether the person will stay 
in the job and has a more solid basis for rejecting them.110

ignoRanCe Some employers, particularly smaller organizations, are not aware of all of the 
EEOC’s requirements and discriminate against people out of ignorance. Although it is not an 
effective legal defense, organizations may not know how the law applies to them because they 
have received poor or inaccurate advice. Even the largest employers may have individual hiring 
managers and recruiters who are not well versed in employment laws. As noted by the EEOC, 
to a large degree, stereotyping feeds on ignorance, but the repercussions of ignorance go much 
farther than stereotyping.111

pRejUdiCe It is also possible that outright bigotry still occurs on the part of an employer or 
its management for or against a targeted group, despite Title VII now having been in existence 
for over 40 years.112 Even if an organization has a strong commitment to equal employment 
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opportunity, it is possible that the beliefs and actions of the firm’s individual hiring managers 
or recruiters are inconsistent with the organization’s policies and values. Organizations can help 
to reduce the occurrence of prejudice by carefully selecting and training hiring managers and 
recruiters, evaluating their performance, and tracking the diversity of the candidates recruited 
and hired by different recruiters and hiring managers to identify possible discriminatory trends 
that warrant further investigation and attention.

The peRCepTion of loss by peRsons ThReaTened by eeo pRaCTiCes As voluntary 
efforts are made by companies to address EEO and fairness concerns, individuals of groups who 
traditionally have been the predominant employees of a particular workforce or occupation may 
grow anxious or angry, believing they are “losing out” on employment opportunities. Some of these 
people may feel that they need to protect their own prospects by impeding the prospects of oth-
ers.113 This can influence employees’ willingness to refer diverse candidates for a position, objec-
tively screen diverse recruits, and help persuade them to accept the job offers extended to them.

hiRing manageRs Hiring managers often lack an understanding of employment laws and 
may be unaware that the same antidiscrimination laws that apply to employees apply equally 
to applicants. In one successful discrimination case, the U.S. Court of Appeals for the Seventh 
Circuit found that a car dealership’s hiring managers had never been trained concerning bias 
laws. The court wrote, “Leaving managers with hiring authority in ignorance of the basic  features 
of the discrimination laws is an ‘extraordinary mistake’ for a company to make.”114

Hiring managers are also often untrained and unprepared to ask the right kinds of  questions 
during an interview. The most common problematic types of questions they ask are questions 
related to child care and child rearing. If a hiring manager is concerned that someone might not 
be able to come to work because of child care issues, instead of asking about the candidate’s 
child care arrangements, the manager should ask the candidate directly how often he or she 
misses work. Asking questions related to attendance and productivity is entirely appropriate.115

specific barriers

Unlike the general barriers just discussed, there are additional barriers to equal employment 
opportunity that tend to be specific to an employer. In Table 3-7, we summarize some of the more 
common specific barriers identified by the U.S. Equal Employment Opportunity Commission.116

TaBle 3-7    Barriers to equal employment Opportunity Identified by the eeOC117

Barriers to Recruiting:
•	 The	failure	to	advertise	widely	in	order	to	attract	diverse	applicants.
•	 Recruiting	practices	that	overlook	or	fail	to	seek	all	qualified	individuals.
•	 An	over-reliance	on	informal	networks	for	recruitment	(such	as	the	“good	old	boy”	

network).
•	 A	lack	of	or	no	formal	systems	for	recruitment.

Barriers to advancement and Promotion:
•	 Deficient	feedback,	performance	evaluation,	and	promotion	processes	of	employees.
•	 A	lack	of	access	to	informal	networks	of	communication	by	employees	of	protected	

classes.
•	 Different	standards	of	performance	used	for	different	classes	of	employees.
•	 A	lack	of	equal	access	to	assignments	that	provide	key	career	experiences,	visibility,	and	

interaction with senior managers.
•	 Equal	opportunity	HR	personnel	excluded	from	the	recruiting	process	when	it	comes	to	the	

firm’s	higher-level	positions.

Barriers in Terms and Conditions:
•	 Unequal	pay.
•	 Counterproductive	behavior	and	harassment	in	the	workplace.
•	 Employer	policies	that	are	not	family-friendly.
•	 Inflexible	working	hours	and	working	conditions.
•	 Failure	to	provide	reasonable	accommodation	to	qualified	individuals	with	disabilities.

(Continued)

M03_PHIL3491_03_GE_C03.indd   97 12/09/14   10:41 AM



98	 Chapter	3	 •	 The	Legal	Context

TaBle 3-7  (Continued)

Summary

Given the many federal and state regulations affecting 
 staffing practices, it is clear that those involved in staff-
ing activities need to thoroughly understand them. A firm’s 
 failure to  comply with government regulations, even if it is 
unintentional, can have adverse consequences. Fortunately, 
the government has tried to help organizations to comply with 
the regulations by providing “best practice” suggestions and 

encouraging organizations to be proactive when it comes to 
resolving any underrepresentation that might exist in their 
workforces. In addition to  avoiding legal trouble, many orga-
nizations also realize the benefits of an expanded candidate 
pool and better quality hires when legal compliance leads to 
greater recruitment and selection of  previously overlooked 
sources of talent.

Barriers in Termination and Downsizing:
•	 Unfair	standards	used	to	make	layoff	decisions;	different	benefits	given	to	different	types	of	

employees.
•	 Inadequate	planning	for	the	layoff.
•	 A	lack	of	adequate	incentives	to	encourage	voluntary	separations.
•	 A	lack	of	communication	between	employers	and	employees.
•	 The	failure	to	provide	counseling,	job	placement	assistance,	and	training	to	laid-off	

employees.

Recruiting and Hiring to Promote a Brand Image

In June 2003, a lawsuit was filed by the EEOC that alleged that Abercrombie & Fitch violated Title VII 
of the Civil Rights Act of 1964. The EEOC contended that Abercrombie’s recruiting and staffing prac-
tices to reinforce its brand image and marketing strategy by featuring predominantly white, attractive 
young people limited the number of minority and female employees hired. The lawsuit began when sev-
eral black, Hispanic, and Asian plaintiffs complained that when they applied for jobs, they were steered 
away from sales positions and into low-visibility jobs, such as stocking and cleaning.118 Ultimately, 
about 20,000 people joined the class-action suit.119

The consent decree required Abercrombie to abandon its practice of recruiting employees from pre-
dominantly white fraternities and sororities—a practice that helped it develop its trademark look. As 
part of the settlement, Abercrombie agreed to hire 25 diversity recruiters and set benchmarks for hiring 
women and minorities. Abercrombie was also required to “reflect diversity, as reflected by the major 
racial/ethnic minority populations of the United States, in its marketing materials (taken as a whole).”120 
So, not only did Abercrombie have to change its recruitment and hiring practices, it also had to avoid the 
appearance of discrimination in its marketing materials. Diverse models are now used in the company’s 
quarterly magazines and on shopping bags, store posters, and other advertising to encourage minorities 
to apply for jobs with Abercrombie.121 Although the firm did not admit it was guilty, it also agreed to 
hire a monitor, to provide diversity training to all hiring managers, and to make its managers’ progress 
toward their diversity goals a factor in their bonuses and compensation.122

Trying to create a particular “look” for a sales force is not inherently unlawful. “But if recruiters 
use a subjective or ‘creative’ component in the hiring process, the employer must carefully review the 
results for adverse impact,” warns Eric Dreiband, the general counsel for the EEOC. “The company 
needs to consider whether this ‘creative’ component breeds discrimination. At Abercrombie, it created 
a group of employees who were young, lily-white males.”123 Dreiband also stated, “businesses cannot 
discriminate against individuals under the auspice of a marketing strategy or a particular ‘look.’ Race 
and sex discrimination in employment are unlawful.”124

Abercrombie has made significant strides in the area of diversity since the settlement. The number 
of nonwhite store employees has quadrupled since 2004, and the company has increased its recruiting 
relationships at colleges with a high percentage of minorities. The company also launched a Building 
Cultural Dexterity training program to teach employees how to respond to the expectations of diverse 
people, filter business decisions through different lenses, and lead people with cultural differences. 
Abercrombie also now hosts a biannual contest to uncover internal diversity champions.125
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Takeaway Points

 1. Complying with staffing laws is obviously a good idea from a 
moral, ethical, and legal perspective, but doing so can also be stra-
tegic for firms. In addition to avoiding the expense of lawsuits and 
the negative public relations associated with litigation, legal com-
pliance allows companies to capitalize on the strengths of diversity 
and perform better by appealing to a broader customer base.

 2. Employees, independent contractors, and contingent workers 
have different types of employment relationships with firms. 
Employment relationships may also be “at will,” meaning that 
 either party can terminate the employment relationship at any 
time, for any legal reason, with no liability as long as there is no 
contract for a definite term of employment.

 3. Disparate treatment is intentional discrimination based on a person’s 
protected characteristic. Adverse impact occurs when an  action has a 
disproportionate effect on a protected group, regardless of its  intent 
or actual disparate treatment. Fraudulent recruitment is the misrep-
resentation of the job or organization to an applicant. Negligent hir-
ing occurs when an applicant is hired that the company knew or 
should have known poses a risk of harm to third parties, and the per-
son harms another person. Negligent referral is misrepresenting or 

failing to disclose complete and accurate information about a former 
employee. Trade secret litigation occurs when confidential informa-
tion from another company is acquired after an employee is hired by 
a competitor, or during the interview process.

 4. Equal employment opportunity in staffing means that the firm’s 
employment practices are designed and used in a “facially neutral 
manner”—in other words, they clearly do not illegally favor some 
applicants over others. Affirmative action is the proactive effort to 
eliminate discrimination and to ensure nondiscriminatory results 
in the workforce. Affirmative action plans describe in detail the 
staffing procedures and standards an employer will take to remedy 
the underemployment of certain groups. Affirmative action plans 
can include, but are not limited to, provisions for nondiscrimina-
tory recruitment, training, and promotion.

 5. Various barriers to legally defensible staffing exist. Some  barriers 
tend to be specific to a particular employer, rather than being 
 societal or cultural in nature. The “like me” bias, stereotypes, igno-
rance, and prejudice are common barriers, as are uneducated hir-
ing managers. Other general barriers based in societal or cultural 
practices or norms tend to be external to the employer.

Discussion Questions

 1. Complying with employment laws alone can be part of positive 
employer branding strategy as well as emphasize a company’s 
goodwill. Do you agree with this statement?

 2. What is meant by “at-will employment” and what advice would 
you give an organization considering this type of employment 
relationship?

 3. What is the difference between flow, stock, and concentration sta-
tistics? How is each type of statistic used?

 4. The HR executive of a European manufacturing company hires 
quality managers using an Internet job database. Discuss the crite-
ria that can be employed to narrow this search.

 5. Which three general barriers to legally defensible staffing do you 
feel are most common? What can companies do to remove these 
barriers?

Exercises

 1. Strategy Exercise: Analyzing Adverse Impact
Mary was recently hired as an HR generalist at Super Foods, an 
organic grocery chain. One of her first assignments is to review 
the store’s data on its cashiers to identify if its hiring and promo-
tion practices have had an adverse (disparate) impact on men or 

women. Mary generated the following reports from the company’s 
employee database to use in her analyses.

Working in groups of three to four students, use this informa-
tion to determine whether there is evidence of sex discrimination 
for cashiers. Write a brief report explaining why there is or is not 

Stock Statistics Job Category: Cashiers

Current Cashiers (%) Availability in Relevant Population (%)

Men

Women

30

70

50

50

Flow Statistics Job Category: Cashiers

Number of Applicants Number Hired Selection Rate (%)

Men

Women

200

150

100

75

50

50

Concentration Statistics Job Category:

Cashiers (%) Stockers (%) Cleaners (%)

Men

Women

30

70

70

30

65

35
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adverse impact. If there is, try to identify what might be happening 
and suggest ways the firm can reduce it.

 2. Opening Vignette Exercise: The opening vignette describes how 
Abercrombie & Fitch engaged in “creative” recruiting to fill 
sales jobs with candidates who matched the company’s carefully 
constructed marketing image. The high-profile clothing retailer 
staffed its stores with good-looking young white men and women 
and touched off a lawsuit that ultimately cost the company $40 
million and a barrage of bad publicity.

Working alone or in a group of three to five students, answer the 
following questions. Be prepared to share your answers with the class.

 a. Do you think Abercrombie should be allowed to staff its stores 
in a way that reinforces its marketing image? Why or why not?

 b. What are some alternative ways Abercrombie can staff its 
stores legally and still project a desirable image?

 3. Develop Your Skills Exercise: The best test of any question posed 
to a job applicant is whether the employer can demonstrate a 

job-related necessity for asking the question. Because both the 
intent behind the question and how the information is to be used by 
the employer are important, an employer should consider whether 
the answers to the question, if used to make the hiring decision, 
will adversely affect and screen out minorities or members of  
one sex.

This chapter’s Develop Your Skills feature presented five 
improper interview questions (provided again here), along with 
an explanation of why each question should be avoided. Working 
with a partner, identify what the employer really wants to know by 
asking each question, and come up with an alternative way to find 
out the same information.126

 1. How many children do you have?
 2. What is your native language?
 3. To what clubs or organizations do you belong?
 4. What is your height? What is your weight?
 5. Are you able to work on Christmas Day?

Case study

Global biopharmaceutical company Pfizer believes that a 
 diverse workforce leads to more innovative and creative 
thinking.127 The company also feels that inclusion is the foun-
dation to the ownership culture that it wants to build among 
its  employees.128 Pfizer recognized that better attracting and 
retaining diverse employees would require it to pay more 
 attention to its diversity and inclusion initiatives. In addition 
to relying more on its worldwide diversity and inclusion lead-
ership council comprised of senior executives from around 
the company, Pfizer also created employee resource groups, 
including people with disabilities, Latino/Hispanics, African 

American, and LGBT employees, to better apply their ideas to 
influence company results.129

Questions

 1. Why is Pfizer interested in improving diversity and inclu-
sion at the company?

 2. How does a proactive focus on diversity and inclusion 
improve Pfizer’s legal compliance?

 3. If you were in charge of diversity and inclusion at Pfizer, 
what would you do to further improve diversity and 
 inclusion at the company?

Semester-Long Active Learning Project

You should have finalized your choice of job and organization and 
begun collecting information about it from the organization, the 
Internet, and from http://online.onetcenter.org. This week, finish your 

background research on the job and organization, and add to your 
 report a description of the existing staffing systems for the job.

Case Study Assignment: Strategic Staffing at Chern

See the appendix at the back of this book for this case study assignment.
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Explain why doing a job analysis can be strategic.
◾	 Describe the different types of job analyses, and for what they are used.
◾	 Define job description and person specification, and describe how they are used.
◾	 Describe the advantages and disadvantages of different job analysis methods.
◾	 Describe how to plan a job analysis.
◾	 Describe how to conduct a job analysis.

What every employee does in an organization should enhance a firm’s business strategy execu-
tion and positively contribute to the company’s effectiveness. Sometimes these behaviors are 
done when performing a formal job, and other times these behaviors result from different roles 
or expected patterns or sets of behaviors people play in a company.4 Some organizations func-
tion best with clearly defined and well-structured jobs, such as positions on a manufacturing line. 
Other firms function best with employees performing multiple, sometimes changing, roles that 
do not fit into a single job description. Sometimes jobs are expanded to incorporate a new hire’s 
talents in areas unrelated to the initial job description.

Young organizations often need their few employees to each wear many hats and to per-
form duties spanning the finance, human resources, product development, sales, and marketing 
functions. Rigid, formal job descriptions can be too restrictive for the needs of these organiza-
tions. Organizations that require employees to be flexible in what they do, including consulting 
firms like Accenture and Proxicom, often prefer employees to be flexible and rely less on formal 
job descriptions. Many organizations rely on formal job descriptions for some positions, such 
as administrative or staff jobs, and on less structured roles for creative or leadership positions. 
Procter & Gamble often hires people with no clear position in mind, focusing on bringing in 
people with soft skills and talent who have the potential to grow with the company.5

Regardless of whether a company relies on jobs or roles, the person hired must have the 
competencies and motivation to do what the firm needs done. Understanding what is and what 
will be required to do a job well is necessary if companies are to hire the right people. Job analy-
sis is the process that staffing professionals use to first identify the tasks required by a job, and 
then evaluate what is required to perform each of the tasks that comprise the job. The process 
can be a strategic tool that results in a competitive advantage if it aligns the requirements of a 
job with the company’s business strategy, taking into account what is required to perform the 
job today as well as in the future. Imagine the job of corporate marketing in the late 1990s, when 
the Internet was beginning to have business impact. If a company planned to begin using the 
Internet as a marketing tool within the next year or two, hiring a marketing person unable to use 
technology could have been a poor strategic choice. A job analysis identifies the type of people 
to recruit and on what characteristics to evaluate them. It can also help to identify career paths 
and pinpoint turnover risk factors.

job

a formal group or cluster of tasks

role

an expected pattern or set of behaviors

MITRE System’s Engineering Competency Model

The MITRE Corporation is a not-for-profit organization with expertise including systems engineering 
and information technology chartered to work in the interest of the public.1 Approximately two-thirds 
of MITRE’s 7,600 scientists, engineers, and support specialists have master’s or PhD degrees. MITRE 
employees work on hundreds of different projects across the company, in roles demanding a high level 
of technical, operational, and domain knowledge.2

MITRE wants to develop a competency model for its systems engineers to enhance its strategic 
capability in this key area.3 Systems engineering integrates all engineering disciplines and specialty 
groups relevant to a project to ensure that all stakeholders’ requirements are balanced and met during 
the life cycle of a project. MITRE believes that a more specific and accurate competency model for its 
systems engineers will enhance its recruitment and staffing activities and improve its employee devel-
opment programs. Imagine that MITRE asks you for advice in how to build this competency model. 
After studying this chapter, you should have some good ideas.
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When CitiFinancial conducted a job analysis of its loan officer position, it identified three 
different levels associated with the job as well as the top 10 skills and abilities needed for each 
of the three. This allowed CitiFinancial to hire based on the specific skills and specific abilities 
needed for each level.6

Jobs performed in a consistent, predictable manner can be readily analyzed. However, 
this doesn’t work as well for organizations that are structured around networks, teams, and roles 
rather than around individuals performing well-defined jobs.7 Because the roles in the groups 
change and are unique to each employee, a job analysis often cannot adequately define them.

Thus, evaluating the broader roles played by people in these positions rather than 
specific jobs can better capture the responsibilities and requirements of flexible, team-
based work.8 One procedure that looks at roles rather than jobs is competency modeling, 
which analyzes the broader competencies needed to perform well in roles as opposed 
to jobs. For example, Nordstrom’s customer service strategy means that it needs to hire 
people with the competencies of having a customer focus and good interpersonal skills as 
well as good sales skills. Walmart’s low-cost strategy means that it needs to hire people 
who are efficiency oriented. It is important to consider how the job can best contribute to 
strategy execution, not just what tasks need to be done. Because competency modeling 
identifies these “extra” behaviors and characteristics, it often augments job analysis, even 
when a job is well defined.

Job analysis can enhance the execution of strategy. General Electric (GE) performed a job 
analysis on its sales force and found that salespeople were spending 80 percent of their time on 
bureaucratic duties, not directly toward activities driving sales. This insight allowed GE to reor-
ganize the functions of its sales representatives to better align their activities with the mission of 
the organization.9

In this chapter, you will learn the fundamentals of doing both job analysis and competency 
modeling. After reading this chapter, you should have a good understanding of how to identify 
the essential elements of a job and determine what employees need to do to execute the firm’s 
business strategy and to give the company a competitive advantage.

Job AnAlysis And the strAtegy behind it

types of Job Analyses

A job analysis is the systematic process of identifying and describing the important aspects of 
a job and the characteristics a worker needs to do it well. It identifies the job’s important tasks 
and working conditions as well as the tools and technologies people doing the job use. It also 
involves making judgments about what an employee needs to do to perform a job well given the 
specific business strategy and culture of an organization. It does not necessarily mean profiling 
the job incumbent to hire someone similar. The goal is to define the ideal individual for a job 
from the perspective of the company, its strategy, and the employees with whom the new hire 
will work.

Job analyses are used for multiple purposes throughout human resource management, 
including:

•	 Determining	a	job’s	entry	requirements
•	 Developing	a	strategic	recruiting	plan	for	the	firm
•	 Selecting	individuals	for	employment
•	 Developing	employee	training	plans
•	 Designing	employee	compensation	systems
•	 Developing	performance	evaluation	measures

Doing a job analysis also helps HR professionals categorize jobs into job families, or 
groupings of jobs that either call for similar worker characteristics or contain parallel work tasks. 
Job families enhance an organization’s flexibility by allowing workers to perform more than 
just one official job. Grouping jobs into families can also help streamline the staffing process by 
enabling firms to hire people for different jobs from the same pool of candidates, apply the same 
selection procedures to them, and provide a systematic procedure for promoting employees. 
Table 4-1 presents an example of grouping jobs into job families.

job AnAlysis

the systematic process of identifying 
and describing the important aspects 
of a job and the characteristics a 
worker needs to do it well

job fAmily

a grouping of jobs that either call 
for similar worker characteristics or 
contain parallel work tasks
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Different purposes require different job analysis techniques. The techniques of interest to 
us are those used for staffing-related purposes. A staffing-oriented job analysis ultimately aids in 
the development of valid, or job-related, recruiting plans and selection devices that identify the 
best candidates for a job. A job analysis that produces a valid selection system identifies charac-
teristics in candidates that

•	 distinguish	superior	from	average	and	unacceptable	workers;
•	 are	not	easily	learned	on	the	job;	and
•	 exist	to	at	least	a	moderate	extent	in	the	applicant	pool.

There are many ways of conducting a job analysis, but most involve a job analyst managing 
the process and collecting information from job experts—typically people who already hold the 
job and their supervisors—via interviews and written surveys. The job analyst then compiles and 
summarizes this information, and the job experts check their work for accuracy and thoroughness. 
Before staffing can be done strategically, it is critical that the contributions of the position to the 
organization as well as the characteristics and requirements of the job be thoroughly understood. 
Companies like Oral-B Laboratories and Equistar Chemicals conduct thorough job analyses 
before deciding how to staff key positions.

Research has shown that firms that engage in effective job analysis financially 
outperform their competitors in a variety of ways.10 Unless the way a position contributes 
to the execution of the business strategy is understood, it is impossible to consistently hire 
people able to do the job in the manner it needs to be done to reinforce the firm’s strategy. For 
example, a manufacturing company pursuing a specialist business strategy is likely to require 
sales representatives with advanced degrees or with specific educational and experiential 
backgrounds—backgrounds that make them best suited to contribute to the organization’s 
market niche. But a manufacturing company pursuing a low-cost strategy may focus on hiring 
efficiency-minded people who can do their jobs well but are willing to work for lower wages 
to keep the company’s costs down.

A future-oriented job analysis11 is a technique for analyzing new jobs or how jobs will 
look in the future. Whereas a traditional job analysis focuses on describing jobs as they exist 
today, a future-oriented job analysis focuses on identifying the skills the company also antici-
pates needing in the future. Think about the typical administrative assistant job in the 1990s as 
computers began entering the workplace: Administrative assistants were selected based upon 
their Dictaphone and shorthand skills. The scenario is clearly different today. In future years, 
with the increasing use of speech recognition technology, the scenario will be different too: firms 
might need secretaries who can speak rapidly and articulate clearly. Sometimes the speed at 

future-oriented job 
AnAlysis

a technique for analyzing new jobs or 
how jobs will look in the future

TablE 4-1    Grouping Jobs into Job Families

Job Family Examples of Jobs Within Job Family

Personnel Recruiters Recruiter

Executive Recruiter

Human Resources Specialist

Employment Coordinator

Secretaries Secretary

Clerk Typist

Department Secretary

Administrative Support Assistant

Chemical Engineers Project Engineer

Chemical Engineer

Engineering Scientist

Scientist
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which jobs change can make it difficult to maintain current job profiles cost-effectively. In this 
case, organizations should focus on key jobs or on jobs they need to fill frequently to maximize 
the return on their investment.

Figure 4-1 illustrates the need for staffing to match the job’s current and future tasks and 
responsibilities with the characteristics and competencies of the worker, and the job’s intrinsic 
and extrinsic rewards with the needs and motivations of the worker. To supplement the job 
analysis, some organizations also perform an organizational analysis to identify personality at-
tributes that best fit the organizational culture. This approach is best used in organizations that 
give employees sufficient freedom to use their unique characteristics when performing the job.12

the legal and Practical reasons for doing a Job Analysis

As we have explained, the job analysis process enables firms to hire the people best able to 
contribute to the company’s organizational effectiveness and performance. However, there are 
legal reasons for conducting a job analysis as well. The legal reasons relate to the organization’s 
ability to show that its hiring methods are job related. A job analysis helps create an accurate and 
current list of the essential functions of a job and the required and desired qualifications employ-
ees that do it should have. Because an applicant must meet the stated job-related requirements, 
crafting a job description based on objective standards is a critical step for avoiding and defend-
ing future failure to hire and wrongful discharge lawsuits.

Companies are not required by law to conduct job analyses, but they do increase a firm’s 
ability to make staffing decisions based solely on job requirements. For example, under the 
Americans with Disabilities Act (ADA), as long as disabled applicants can perform the essential 
functions of a job with reasonable accommodation, they have to be considered for the position.

Doing a job analysis helps staffing specialists systematically identify a position’s essen-
tial functions, as well as the corresponding knowledge, skills, abilities, and other characteristics 
(KSAOs) an employee needs to perform those functions. For example, if a job requires climb-
ing stairs, stating this in the job description will help protect an employer from a claim from 
someone confined to a wheelchair that he or she was discriminated against based on his or her 
inability to do so.13 essential functions are defined by the ADA as the fundamental duties or 
tasks of a position. According to the ADA, a job function may be deemed essential for a number 
of reasons, including, but not limited to, the following:

•	 Because	the	reason	the	position	exists	is	to	perform	that	function.
•	 Because	of	the	limited	number	of	employees	available	among	whom	the	performance	of	

that job function can be assigned or distributed.
•	 Because	the	function	is	so	highly	specialized	that	the	incumbent	in	the	position	is	hired	

specifically for his or her expertise or ability to perform the particular function.
•	 Because	of	the	consequences	of	not	requiring	an	incumbent	to	perform	the	particular	function.
•	 Because	of	the	terms	of	a	collective	bargaining	agreement.

Therefore, it is critical to complete a job analysis before a recruiting and selection system 
is developed. To meet legal requirements, a job analysis must

 1. Be valid and identify the worker’s knowledge, skills, abilities, and other characteristics 
necessary to do the job and differentiate superior from barely acceptable workers.

 2. Be in writing and relevant to the particular job in question.
 3. Be derived from multiple sources.

Figure 4-1 Components of the Job-Worker Match

essentiAl functions

the fundamental duties or tasks of a 
position
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There are many practical reasons to do a job analysis. In addition to enhancing the effec-
tiveness of staffing efforts, job analysis procedures are useful for other human resource manage-
ment activities, such as performance management, compensation, training, development, and 
succession planning. Table 4-2 summarizes some of the reasons related to staffing.

Job descriPtions And Person sPeciFicAtions

One of the primary outcomes of a staffing-oriented job analysis is a job description, or a written 
description of the duties and responsibilities associated with a job itself. Job descriptions usually 
include:

•	 The	size	and	type	of	organization
•	 The	department	and	job	title
•	 The	salary	range
•	 Position	grade	or	level
•	 To	whom	the	employee	reports	and	for	whom	the	employee	is	responsible
•	 Brief	summary	of	the	main	duties	and	responsibilities	of	the	job
•	 Brief	summary	of	the	occasional	duties	and	responsibilities	of	the	job
•	 Any	special	equipment	used	on	the	job
•	 Any	special	working	conditions	(shift	or	weekend	work,	foreign	travel,	etc.)
•	 Purpose	and	frequency	of	contact	with	others
•	 The	statement,	“Other	duties	as	assigned”	to	accommodate	job	changes	and	special	projects

Job descriptions are typically part of an organization’s recruitment materials to inform 
potential candidates about the requirements and responsibilities of the job being filled. When 
writing a job description for a recruiting advertisement, avoid using vague language and try to 
capture the interest of targeted job seekers. Use language that makes it easy for job seekers to 
understand what the job is and how to determine whether or not they are qualified for it. Also, 
communicating information about the company and its culture can be helpful in attracting applicants 
who possess desired characteristics and qualities. Research has found that recruiting advertisement 
messages containing information about a company’s values14 and work requirements15 increases 
the attractiveness of the opportunity to individuals who fit those values and organizational needs. 
To best attract talented job seekers, also include information on how working for your company 
will benefit them. Providing information about factors including advancement opportunities, work-
life balance, and career development can make your company look most attractive.

Restaurant chain Red Lobster believes that although job descriptions need to identify essential 
job functions to meet federal legislation guidelines, they don’t have to be boring. So the company 
made its description of essential job functions engaging by incorporating the company’s principles, 
values, and mission statement. After doing a job analysis, Red Lobster identified what managers do, 

job description

written description of the duties and 
responsibilities associated with a job

TablE 4-2  The Practical Reasons for Doing a Job analysis

•	 It	links	the	staffing	process	to	the	firm’s	business	strategy	and	to	what	the	firm	needs	in	
terms	of	the	position	in	the	future.

•	 It	helps	HR	personnel	write	an	accurate	description	of	the	job’s	requirements	and	duties	
for	the	purposes	of	advertising	and	recruiting	for	an	open	position.

•	 It	enables	HR	personnel	to	write	an	accurate	description	of	the	type	of	person	the	
organization	wants	to	recruit.

•	 It	aids	in	the	identification	of	the	best	selection	methods	that	should	be	used	to	fill	a	
position.

•	 It	clarifies	how	to	present	the	job’s	rewards	to	candidates	in	the	most	appealing	way	to	
match	their	needs	and	interests.

•	 It	helps	to	identify	what	to	change	in	the	current	staffing	system	for	a	job.
•	 It	provides	a	foundation	to	determine	the	best	way	to	combine	a	job	candidate’s	scores	

on	multiple	assessment	methods	to	compute	a	total	score	for	comparison	with	the	scores	
of	the	other	candidates.

•	 It	assists	potential	recruits	when	they	are	making	up	their	minds	about	whether	to	apply	
based	on	their	perceived	fit	with	an	interest	in	the	requirements	and	responsibilities	of	
the	position.
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and then developed a competency model to link those activities with its business strategy, values, 
and vision. Because their revised job descriptions gave applicants a better understanding of the job 
requirements and how well they fit them, Red Lobster was able to hire one of every six candidates 
it interviewed rather than only one of nine. Red Lobster estimates that the reduction in managerial 
turnover due to the improved job descriptions has saved the company about $7 million.16

The other primary outcome of a job analysis is a person specification, also called a 
“success profile.” Person specification summarizes the characteristics of someone able to do 
the job well. Based on the job description, the person specification profiles the personal skills, 
qualifications, abilities, and experiences the organization needs to evaluate in job candidates 
during the recruitment and selection process. These characteristics should relate directly to the 
duties of the job, contain the minimum requirements essential to do the job effectively, and 
should be as specific as possible. These characteristics form the basis of the recruiting strategy 
to attract qualified applicants. Because it describes the type of person best suited for the job, the 
person specification helps to identify where and how job openings should be communicated, as 
well as provide assessment and screening criteria for job applicants.

Person specifications often describe the “ideal” candidate, which is usually someone with 
many years of experience, high past performance, excellent leadership and teamwork skills, and 
strong technical skills. In reality, the goal of finding the “perfect” candidate who excels at every 
job requirement is rarely attainable. Prioritizing the characteristics a person most needs to do 
the job successfully and being willing to accept a slightly lower degree of performance in less 
important areas can lead to more appropriate person specifications. The job candidate charac-
teristics that are critical can be categorized as essential criteria, and job candidates should be 
screened for them. Criteria that can enhance the new hire’s success on the job but that are not 
essential can be categorized as desirable criteria. To choose among candidates who all possess 
the essential criteria, a firm can look at their desirable criteria. Figure 4-2 illustrates the relation-
ship between doing a job analysis and sorting out essential and desirable criteria for the job.

It is worthwhile to give some thought to what the “effective performance” of a new hire 
means when writing person specifications. Arbitrary criteria unrelated to job success should not 
be included in person specifications. Many person specifications state a minimum number of 
years of experience, GPA, specific degrees, and other activities or skills. Sometimes these quali-
fications are not at all relevant to job success. For example, in some jobs, a person’s technical 
skills might be less important than his or her persistence, cooperativeness, interpersonal skills, 
and conscientiousness. When degrees are required for hiring but are not really necessary to do 
the job, the risk of adverse impact also increases. Rather than arbitrarily specifying the require-
ments a new hire must meet, firms need to evaluate job candidates on those criteria that truly 
predict whether they will be able to do the job successfully.

common Job AnAlysis methods

Different job analysis methods vary with regard to how job information is collected, analyzed, and 
documented. Each method requires different amounts of time, resources, and involvement by job 
experts. As a result, some methods are better at describing the job and some are better at describ-
ing the worker. Job analysts typically use more than one method because collecting all the relevant 
information about a job is usually impossible to do using just one of the methods. It is best to think of 
each job analysis method as a distinct tool that leads to different insights and information about a job.

person specificAtion

summarizes the characteristics of 
someone able to perform the job well

Figure 4-2 Outcomes of a Job Analysis

essentiAl criteriA

job candidate characteristics that are 
critical to the adequate performance of 
a new hire

desirAble criteriA

job candidate criteria that may 
enhance the new hire’s job success, 
but that are not essential to adequate 
job performance
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Two of the most important features of any job analysis method are that it be reliable, or 
replicable, and valid, or accurately measure what it was intended to measure. A reliable job 
analysis procedure will produce the same results when it (1) is applied to the same job by a 
different job specialist, (2) when a different group of job experts is used, and (3) when it is done 
at a different time.

Next, we will discuss five of the most commonly used job analysis methods and then describe 
a job analysis approach that uses multiple methods and works for many different types of jobs.

the critical incidents technique

The critical incidents technique17 is a job analysis method that identifies extremely effective 
and ineffective behaviors by documenting critical incidents that have occurred on the job.18

For each incident, the critical incidents job analysis technique identifies

 1. the circumstances	leading	up	to	the	event,	or	the	sequence	of	events	that	occurred;
 2. the action	taken	by	the	worker;	and
 3. the consequences of the action taken.

Critical incidents can be collected through interviews with incumbents and supervisors 
or by reviewing logbooks or other written records of job events (these are usually more effec-
tive for collecting negative critical incidents). Job experts can discuss any events they feel most 
clearly illustrate effective or poor job performance.

Alternatively, the duties of the job can be collected first. Job experts can then discuss a 
work event that is an example of particularly good or poor performance on a particular job duty. 
If the job duties are not predetermined, after recording the incidents, the job analyst reviews 
them to identify a set of critical job duties (e.g., problem-solving or customer-relations duties), 
and then identifies the relevant worker characteristics required for the successful performance of 
these duties.

The critical incidents technique is a particularly useful method for identifying infrequent or 
unusual work events that may be missed by other job analysis methods (particularly standardized 
questionnaires). The technique is also one of the few methods that consider what applicant 
characteristics should be screened out as well as screened in. Critical incidents that help to explain 
why employees with the skills and qualifications for the job failed to perform up to expectations 
can identify personality and other characteristics that should be avoided in new hires.

Collecting critical incidents is relatively inexpensive and is often used in conjunction with 
other job analysis techniques to capture the “extremes” of job behaviors and, thus, to distin-
guish superior from average or barely acceptable workers. The critical incidents technique is 
sometimes used to collect information about “average” job performance as well. Because stories 
about actual work events are collected, the method is also very good for developing interview 
questions and other screening types of tests. Doing a critical incidents job analysis can also help 
a company defend itself against hiring discrimination if it can document that the person ulti-
mately hired demonstrated the capability to do the job under critical circumstances.

the Job elements method

The job elements method19 is used primarily with industrial occupations and lesser-skilled jobs. 
The job elements method focuses on identifying the characteristics of workers who are able to do 
the job at a satisfactory level. The process involves:

 1. Selecting a group of experts (including incumbents and their supervisors).
 2. Conducting brainstorming sessions with them to identify the characteristics successful 

workers currently have.
 3. Assigning weights to each characteristic (element) based on the following criteria:
 a.	 the	proportion	of	barely	acceptable	workers	who	have	the	job	element	(or	characteristic);
 b.	 how	effective	the	element	is	when	it	comes	to	picking	a	superior	worker;
 c.	 the	trouble	likely	to	occur	if	the	element	is	not	considered;	and
 d. practicality, or the effect that using the job element in screening job candidates will 

have on the organization’s ability to fill job openings.
 4. Analyzing the job element data.

criticAl incidents 
technique

a job analysis method that identifies 
extremely effective and ineffective 
behaviors by documenting critical 
incidents that have occurred on the job

job elements method

a job analysis method that uses expert 
brainstorming sessions to identify the 
characteristics successful workers 
currently have
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interview methods

An unstructured job analysis interview is an informal conversation with a job expert, usually 
a capable job incumbent or the manager of a job incumbent, with no prepared questions. A job 
expert can be any person who exhibits expertise in a job. The job expert is told the purpose of the 
job analysis and the focus of the interview, which helps focus the conversation. The interviewer 
asks questions to create a conversation exploring the job expert’s perceptions of the job, and 
takes detailed notes to enable follow up questions. The interview typically starts by exploring the 
most important job responsibilities, the key tasks for each, the worker characteristics required to 
perform these tasks, and the performance criteria for each task and for the job as a whole. Any 
broader competencies that are important for job performance are also discussed.

The structured job analysis interview technique asks job experts to provide information 
about the job verbally in structured face-to-face interviews. This method can be a good choice 
when only a small number of job experts are able to participate in the job analysis effort or if the 
job analysis must be completed quickly. Because a relatively small amount of data is collected 
using this technique, a job analysis professional should conduct the interviews to reduce the risk 
of interviewer bias and ensure participants focus on identifying characteristics that distinguish 
superior from average or barely acceptable workers. For example, two possible questions that 
would be asked during a structured job analysis interview for a radio assembler’s job are, “What 
is the sequence of activities you perform in assembling a radio?” and “How much time do you 
spend on each part of the assembly process?”

Using an interview guide can expedite job analysis interviews and help to standardize the 
information collected in each interview. Job analysis interview guides are lists of questions to 
ask different job experts, and sometimes include rating scales of the amount or frequency of a 
job characteristic. An example of a job analysis interview guide for an administrative position is 
shown in Table 4-3. Because interviewees will vary in how they perceive and describe the job, 
it is important to conduct multiple interviews to identify common themes and competencies. 
Organizations usually verify interview results with a more objective technique such as a check-
list or questionnaire.

the task inventory Approach

The task inventory approach relies on job experts to generate a list of job relevant tasks (typi-
cally 50 to 200). A task is a collection of more elemental activities directed toward the achieve-
ment of a specific objective on the job.20 Job incumbents and/or their supervisors typically 

unstructured job AnAlysis 
interview

a job analysis technique involving 
an informal conversation with a job 
expert with no prepared questions

structured interview 
method

a job analysis method in which subject 
matter experts provide information 
about the job verbally in structured 
face-to-face interviews

tAsk inventory ApproAch

a job analysis method in which 
job experts generate a list of 50 to 
200 tasks grouped into categories 
reflecting the job’s major functions; 
the functions are then evaluated on 
dimensions relevant for selection 
purposes

tAsk

a collection of more elemental 
activities directed toward the 
achievement of a specific objective  
on the job

TablE 4-3  Sample Job analysis Interview Guide for an administrative Position

 1. Describe	the	most	important	duties	you	perform	on	the	job	daily,	using	as	much	detail	
as	possible.	Describe	the	knowledge,	skill,	ability,	or	other	characteristic	you	use	in	
performing	each	duty.

 2. Describe	in	detail	the	most	important	duties	you	perform	on	the	job	less	frequently	
(weekly,	monthly,	annually,	etc.)	and	explain	how	frequently	you	perform	them.	
Describe	the	knowledge,	skill,	ability,	personality	trait,	or	other	characteristic	you	use	in	
performing	each	duty.

 3. Describe	any	equipment	(computers,	machines,	etc.)	that	you	regularly	use	on	the	job.
 4. Describe	the	working	conditions	on	the	job.	Please	include	any	objectionable	conditions	

in	which	you	work	and	how	frequently	these	conditions	are	encountered.
 5. Describe	the	supervision	you	receive	on	the	job,	including	its	extent	and	proximity.
 6. How	much	autonomy	do	you	have	in	performing	your	job?	Imagine	a	1	to	10	scale,	with	

1	reflecting	no	autonomy	and	10	reflecting	complete	autonomy.	Where	would	you	place	
your	job	autonomy	on	this	scale?

 7. Describe	any	supervision	you	give	to	others,	including	the	number	of	employees	you	
supervise	and	the	degree	of	accountability	you	have	for	their	job	performance	and	
results.

 8. Describe	the	complexity	of	your	job.
 9. What	type	of	training	or	formal	education	is	necessary	to	perform	this	job	satisfactorily?
 10. How	much	job	experience	is	necessary	to	perform	this	job	satisfactorily?	Where	can	this	

experience	be	obtained	(both	inside	and	outside	of	this	organization)?
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complete structured questionnaires rating each task statement using one or more rating scales. 
Raters’ background information including their work experience, tenure with the employer, 
sex, race, job satisfaction, management level, and other characteristics that might influence 
their responses and perceptions of the job are also collected. Then the tasks are grouped into 
categories reflecting the job’s major functions. These categories are evaluated on dimensions 
relevant for selection purposes, including the relative importance of each category of tasks and 
the relative amount of time a worker spends on each one. Because the focus is on identify-
ing what is typical of the job, this technique might not identify worker characteristics that are 
important but infrequently displayed or those that distinguish superior from average or barely 
acceptable workers. The task inventory approach can be combined with other approaches to 
address these limitations.

the structured Questionnaire method

A structured questionnaire method is a job analysis method that involves using a list of pre-
planned questions designed to analyze a job. The Position analysis Questionnaire(PaQ)21 
is a copyrighted, standardized job analysis questionnaire designed to be used for just about 
any job. It uses 194 questions to assess the information input, mental processes, work output, 
relationships with other persons, job context, and other job characteristics associated with a 
position. Because the PAQ is worker oriented, its questions and results are written in terms 
of what a successful worker must know or be able to do. The PAQ report outlines the job’s 
requirements for the worker’s mental, perceptual, psychomotor, and physical abilities, as well 
as the desirability of certain personality characteristics and interests. This makes the PAQ very 
useful for designing selection systems. Because the makers of this questionnaire keep all the 
results in a comprehensive database, purchasers of this technique can also learn about studies 
done on similar jobs.

The advantages of using structured questionnaires for job analysis include their speed and 
low cost. The standardized format also allows for a more objective comparison to be done of 
different jobs. The disadvantages include the fact that some of the questions may be written at a 
high reading level, and the predetermined questions restrict the job analyst’s ability to customize 
the questionnaire to fit the organization’s unique needs.

Multiple approaches to job analysis can be combined to address the limitations of any sin-
gle approach and to enhance the quality of the information obtained. Because of the time, exper-
tise, and resources required, many small- and medium-sized businesses do not do job analyses, 
and instead buy CD-ROMs with collections of generic job descriptions or adapt job descriptions 
found from similar companies online. In addition to not necessarily providing an adequate legal 
defense, these methods do not do as good a job of integrating a firm’s business strategy with its 
talent needs as a tailored job analysis done from scratch.

Table 4-4 summarizes the five job analysis methods we just discussed and their advantages 
and disadvantages.

PlAnning A Job AnAlysis

By adequately planning and preparing for the job analysis, the results are likely to be more accu-
rate and useful, and the job analysis should take less time and effort. Although the process can 
be complex in terms of political implications, who does it, and how it is managed, it is important 
that the information be as accurate as possible. A job analysis should be performed in such a 
way as to meet the professional and legal guidelines that have been published in the Uniform 
Guidelines on Employee Selection Procedures.22

The	process	of	doing	a	job	analysis	can	become	politicized;	it	is	not	uncommon	for	the	job	
experts doing the analysis to try to color the job analyst’s interpretation of the job to suit their per-
sonal goals and needs. For example, an incumbent good at the interpersonal part of a secretarial job 
might play up the importance of the job’s interpersonal aspects, whereas another incumbent who 
excels at the administrative part of the job might play up the job’s administrative requirements. 
Therefore, it is important to try to identify any conflicting motivations job experts might have in 
terms of accurately interpreting the job. When people know that job analysis information will be 
collected from multiple sources, they are often more honest about the information they provide.

structured questionnAire 
method

a job analysis method that involves 
using a list of preplanned questions 
designed to analyze a job

position AnAlysis 
questionnAire (pAq)

a copyrighted, standardized job 
analysis questionnaire that can be 
used for just about any job
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Employees can also get very defensive and worried when their jobs are being analyzed. 
The process should be thoroughly explained to them and the fairness and objectivity of it 
stressed. Sometimes top managers are reluctant to spend any time on job analyses because it 
seems pointless to them to collect data on “something everyone already knows.” Emphasizing 
the fact that the process will help identify employee characteristics that will augment the firm’s 

TablE 4-4  a Summary of the Five Most Commonly Used Job analysis Methods

Method advantages Disadvantages

Critical Incidents:	Subject	
matter experts provide 
incidents	of	good	and	poor	
performance.

•	 Examples	of	particularly	
effective	or	ineffective	job	
behaviors	are	detailed.

•	 The	incidents	are	examples	
of	actual	on-the-job	
behavior.

•	 Narrative	data	can	be	
difficult	to	analyze	and	
use.

•	 It	requires	a	fair	amount	
of	time	and	resources	to	
collect enough critical 
incidents.

Job Elements: A panel 
of	subject	matter	experts	
list and rate the important 
job	elements	(worker	
characteristics	that	influence	
success	in	the	job,	including	
the	person’s	knowledge,	
skills,	abilities,	and	personal	
characteristics).

•	 Job	experts	are	involved	
in	every	stage	and	feel	
ownership	over	the	process.

•	 It	is	efficient	and	relatively	fast.
•	 A	relatively	small	number	of	

people	are	needed.
•	 It	results	in	well-organized	

documentation	of	the	job	
and	the	worker.

•	 It	can	be	difficult	to	
explain and communicate 
the	job	elements	
methodology.

Structured Interview: 
Verbally	in	a	face-to-face	
interview,	subject	matter	
experts	provide	information	
about	the	job	and	worker	
characteristics that 
distinguish	superior	from	
average	or	poor	workers.

•	 It	is	fast.
•	 It	requires	minimal	time	and	

resources.
•	 It	is	good	when	only	a	small	

number	of	job	experts	are	
available	and	when	the	job	
analysis	must	be	completed	
quickly.

•	 Interviews	require	a	job	
analysis	professional	to	
reduce	interviewer	bias.

•	 If	many	experts	are	
involved,	then	the	
interviews	can	be	time	
consuming.

•	 Interview	data	can	be	
difficult	to	analyze	and	
use.

Task Inventory:	A	list	of	
tasks	(typically	50	to	200)	
are	generated	by	job	
experts and then grouped 
in	categories	reflecting	
major	work	functions.	The	
categories	are	subsequently	
evaluated on dimensions 
relevant	for	selection.

•	 It	is	objective.
•	 It	results	in	a	reliable	

description	of	the	job.

•	 It	may	not	identify	
worker	characteristics	
that	are	important	but	
infrequently	displayed.

•	 It	does	not	identify	
worker	characteristics	
that distinguish superior 
from	average	or	barely	
acceptable	workers.

Structured Questionnaire: 
A	written	questionnaire	that	
assesses	the	job’s	required	
information	input,	mental	
processes,	work	output,	
relationships	with	other	
persons,	job	context,	and	
other	job	characteristics.	
The characteristics related 
to	the	job	are	then	related	
to	worker	characteristics	
(rather	than	only	the	job’s	
tasks,	or	duties	being	
described).

•	 It	is	fast.
•	 It	is	relatively	cheap.
•	 It	can	be	used	for	almost	any	

position.
•	 It	is	standardized	so	different	

jobs	can	be	compared.
•	 It	produces	estimates	of	the	

job	requirements	for	mental,	
perceptual,	psychomotor,	
and	physical	abilities,	
including	estimates	of	the	
job’s	requirements	for	certain	
personality	characteristics.

•	 A	high	reading	level	may	
be	required	for	some	
questionnaire	items.

•	 Information	obtained	
is	limited	by	the	
predetermined	questions.

•	 It	may	miss	unique	
aspects	of	the	job	or	
employee	context.
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business strategy and increase the company’s return on its staffing investment can help gain the 
support of top managers. Communicating the job analysis system, purpose, and needs to both 
employees and management is important in securing the buy-in and support that is essential to 
performing a quality job analysis.

time and resources

Determining the amount of time and resources to invest in a job analysis is an important 
consideration. Although time and money are often important factors, in general, the greater 
the resources invested in analyzing the job, the greater the validity and legal defensibility the 
resulting selection system will be. Establishing the desired level of validity and legal defen-
sibility of the job analysis influences the needed timeline and resources. A firm that wants to 
do the best job it can at hiring the right people will invest more time and resources in the job 
analysis than a company that merely wants a minimal level of legal defensibility in case it 
finds itself in court.

identifying Job experts

The third step in the job analysis planning process is to identify the subject matter experts 
who will be able to participate in the job analysis. These might include current jobholders, 
customers, and supervisors. Involving as many high-performing employees in the job analysis 
as possible will help the job analyst identify all of the most important job tasks and worker 
behaviors.

identifying Appropriate Job Analysis techniques

The fourth step is to identify the job analysis technique(s) that will be used. If the job analyst 
is unfamiliar with the job, it can be a good idea to first observe one or more employees who do 
the job before choosing a job analysis technique. This is particularly helpful for manufactur-
ing jobs and jobs that are easily described once the job analyst understands the tasks a worker 
physically does. Asking one or more people who do the job to keep a diary of what they do 
can also be helpful, but may not be practical for all jobs. Once the analyst has a general under-
standing of the position, the appropriateness of various job analysis techniques can be better 
evaluated.

Identifying the nature of the resources and expertise the firm has available is necessary to 
determine the best job analysis techniques and the resources required to do the job analysis. For 
example, in smaller organizations, too few job experts may be available for some techniques. 
In larger organizations, so many job experts might be available that different people can be 
involved in each stage of the process. A larger number of available job experts can provide a 
wider range of insights into the position.

Job analysis techniques can be inductive or deductive. Inductive means that the main 
duties and work tasks of the job have not yet been determined. The job analyst is essentially 
starting from scratch, in other words. Deductive means that the duties and sometimes even the 
work tasks of the job have already been determined. In this case, the job analyst will be able 
to build on this information. For example, the job of university professor usually has three 
duties: teaching, research, and service. In a deductive job analysis, these three duties are already 
specified. More specific work tasks and behaviors within each duty might be identified during 
the job analysis. The deductive job analysis only needs to identify which work behaviors cur-
rent professors do, how important they each are, and how much of the professors’ time they 
take. Because quite a bit of descriptive job information is already predetermined, to save time, 
deductive job analyses are usually conducted via questionnaires rather than personal interviews 
with employees.

conducting A Job AnAlysis

Next, we discuss a job analysis procedure that is adaptable to suit most jobs. We would like to 
stress that depending on the job or the purpose of the job analysis, other methods might be more 
appropriate. Table 4-5 lists the 11 steps in performing a typical job analysis.
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get the support of top management

The first and perhaps most important step in a job analysis effort is to secure the support of the 
firm’s managers, especially its top managers. Without it, the appropriate resources are not likely 
to be provided for the effort, and employees who are asked to participate will not be as likely to 
take the effort seriously or be given enough time away from their regular job duties to do it. The 
job analyst is more likely to gain managerial support by explaining that the goals are to better 
identify what the firm’s jobs require so as to improve how the positions are staffed and reduce 
costly turnover.

communicate the Purpose of the Job Analysis to All Participants

After securing the support of the firm’s top managers, the purpose of the job analysis needs to 
be communicated to all employees who will participate in the effort. Often it can be helpful for 
top managers to make an internal announcement about the importance of the effort and how 
employees can help improve the quality of the information collected by participating honestly 
and objectively. Explaining why the job analysis is being done and describing how the results 
will be used can promote cooperation among employees and help reduce their fears that the pro-
cess might somehow negatively affect their own jobs.

collect background information

The next activity that should be undertaken is a review of the firm’s existing documents and 
information related to the position, including the following:

•	 A job family description, which provides a quick overview of the job family that contains 
similar jobs.

•	 desk audits, which involve asking people who currently do the job to walk you through 
their most important and most frequent tasks. (This can be particularly useful for analyzing 
clerical and technical positions.)

•	 entry examinations currently used for the job.
•	 worker logs, which can provide the job analyst a feel for the tasks done and identify par-

ticularly important job functions. The logs might also include critical incidents that can be 
looked at.

•	 Any existing job analyses, job descriptions, person specifications, or job profiles, which 
can be a useful starting point for developing task statements and identifying competencies.

•	 performance reviews of current and previous occupants of the position, which can provide 
the job analyst with information about what job behaviors and outcomes are currently con-
sidered important.

•	 recruitment information, such as Internet postings and brochures given to past applicants.
•	 training materials

TablE 4-5  The Eleven Steps in Performing a Typical Job analysis

 1. Get	the	support	of	top	managers	and	ensure	that	all	managers	support	the	job	analysis	
effort

 2. Thoroughly	communicate	the	purpose	of	the	job	analysis	to	all	participants	and	ensure	
they	are	diligent	about	completing	the	tasks	objectively

 3. Collect	background	information	and	analyze	how	the	job	contributes	to	the	execution	 
of	the	firm’s	business	strategy

 4. Generate the task statements
 5. Generate the KSAOs
 6. Form	the	job	duty	and	task	groupings
 7. Link	the	KSAOs	back	to	the	job	duties
 8. Collect critical incidents
 9. Weight	the	job	duties
 10. Construct	a	job	requirements	matrix
 11. Write	the	job	description	and	person	specification

M04_PHIL3491_03_GE_C04.indd   116 18/09/14   7:22 PM



	 Chapter	4	 •	 Strategic	Job	Analysis	and	Competency	Modeling 117

Documents such as these will obviously only be available for existing jobs. Before 
beginning a job analysis for a brand-new job, the people doing it need to understand the 
reasons why the position is being created and what the managers who have authority over 
the position perceive its important duties and characteristics to be. If no previous informa-
tion on the job exists, and if there are no job experts currently performing the job, it is par-
ticularly important to gather information from as many people who will be affected by the 
job as possible. It can also be helpful to establish what job duties will not be assigned to the 
new position to ensure that appropriate boundaries are created. Considering the organiza-
tion’s culture and business strategy and how the target job fits into the broader organization 
is important, too. This information can help identify appropriate job experts and frame why 
the position exists and how it contributes to strategy execution and to the company’s com-
petitive advantage.

Another helpful source of background information about a current or new job is the 
government’s current online job classification system called the Occupational Information 
Network (O*NET).23 O*NET replaced the Dictionary of Occupational Titles, which described 
what workers did on a job with regard to seven categories: (1) things, (2) data, (3) people,  
(4) worker instructions, (5) reasoning, (6) math, and (7) language. O*NET contains a variety 
of information about a wide variety of jobs. Although the job analysis information contained in 
O*NET must usually be modified and supplemented to fit the particular job and organization, 
it is a great place to begin gathering background job analysis information and a starting point 
for identifying a job’s requirements. Because O*NET was developed for general occupations, 
the information will likely need to be made more specific to suit a particular job and organiza-
tion. The Dictionary of Occupational Titles24 and Job Analysis Dot Net25 can also be useful 
resources.

It is also important at this stage to analyze the organization’s culture and business strategy 
and learn how the target job fits into the broader organization. Why does this position exist in 
the organization? What do other people in the organization need from the people in the target 
job? What must people in the target job be able to do to enable the organization’s work to be 
done well and be done consistently with the organization’s business strategy? What values and 
work styles are necessary for effective performance? The answers to these questions can identify 
important behaviors and tasks that should be included in the job analysis.

This is also a good time to begin identifying any changes anticipated for the position. 
Incumbents, supervisors, and company executives may all have insights as to how what the 
company needs from the position might change in ways that affect how the position should be 
staffed. Job analyses should be future oriented, and conducted in a way that the talent placed in a 
job will be able to perform the job both now and in the future.

generate the task statements

The fourth step is to identify in specific behavioral terms the regular duties and responsibilities 
of a position. A job task is an observable unit of work with a beginning and an end. For example, 
one of the job tasks of a warehouse worker might be to sort a box or complete a purchase order. 
After consulting the existing materials collected during the literature review, interview multiple 
job experts, including incumbents, supervisors, and others with a thorough knowledge of the job 
to generate task statements. Each task statement should describe a discreet, identifiable aspect of 
the work performed on the target job and describe what the worker does, how the worker does it, 
and for what purpose. Then combine any related or similar task statements and write them as one 
statement. Table 4-6 shows examples of task statements and how to format them.

Task statements reveal a lot of information about a job, including:

•	 the	type	of	knowledge	used,
•	 the	amount	of	supervision	exercised	and	received,
•	 the	decisions	made,
•	 the	physical	working	conditions,
•	 the	physical	requirements	of	the	job	(e.g.,	how	much	lifting,	stooping,	and	bending	is	con-

ducted and under what conditions),
•	 the	technology	used,	and
•	 the	necessity	of	working	individually	or	as	a	team	member.

job tAsk

an observable unit of work with a 
beginning and an end
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To comply with the ADA, task statements should focus on what needs to be done and not 
how it needs to be done. Try to avoid nondescriptive verbs, such as prepares or conducts, and be 
as specific as possible. Here is an example of a poor versus a good task statement:

poor:  Accounts for all cash at the end of a shift.

 Good: Balances the cash in register at the end of a shift by counting the money, visually 
comparing the total with the register tape total, and identifying and correcting errors in 
order to account for all the cash received.

The physical requirements of a job description must be addressed to ensure ADA compli-
ance. Table 4-7 presents a sample physical requirements checklist.

generate the KsAos

One of the primary goals of a staffing-oriented job analysis is to identify the job-related worker 
characteristics that need to be present for recruits to be considered minimally qualified for the 
job, and those characteristics that help to identify the job candidates likely to be most successful 
on the job. Job-related worker characteristics can be thought of in terms of knowledge (K), skills 
(S), abilities (A), other characteristics (O) (referred to as a group as KSAOs), and competencies.

Knowledge refers to an organized body of factual or procedural information that can be 
applied to a task. The knowledge of computer programming languages, foreign languages, and 
machine operating procedures are examples. A job’s knowledge requirements should be stated as 
specifically as possible. Consider the knowledge requirements a corporate recruiter must have, for 
example: Instead of stating, “knowledge of staffing-related legal principles and laws is required,” 
it would be more appropriate to state, “knowledge of Equal Employment Opportunity (EEO) and 
affirmative action guidelines and laws, such as the Americans with Disabilities Act, is required.”

A skill is the capability to perform tasks accurately and with ease. Skills often refer to 
psychomotor activities (e.g., activities performed using body movements, such as one’s arms 
and hands, vision, and so forth). When a skill is identified as necessary, a performance standard 
must also exist for using that skill (e.g., 20/20 vision, typing 120 words per minute with five or 
fewer errors, and so on).

Skills reflect the ability of people to effectively use their knowledge to perform physical 
tasks. Driving skills are a good example. It is not only an individual’s knowledge about how to 
drive that’s important, but also his or her skill in actually doing so. Imagine, for example, a child 
knowledgeable about the function and use of a steering wheel, gas pedal, and brake pedal but 
who is clearly unable to actually drive a car. This child would have driving knowledge but no 
driving skills. Other examples of skills are:

•	 Depth	perception
•	 Manual	dexterity

What?  
(action verb) To Whom/What? How? Why?

Writes Advertising copy Using	Microsoft	
Word

For	placement	in	newspaper	
and magazine advertisements

Mows Lawn	area Using rider and 
push	mowers

To	maintain	appearance	of	
company grounds

Supervises Assistant store 
managers

In	person	and	
using surveillance 
cameras

To	ensure	compliance	with	
company policies

Compares Unit	expenses	with	
budget

Using	basic	math	
computations

To	ensure	budgetary	
compliance

Drives Fuel truck 
containing gasoline 
to	work	sites

Following	all	safety	
procedures

To	refuel	construction	vehicles

TablE 4-6  Task Statement Examples

knowledGe

an organized body of factual or 
procedural information that can be 
applied to a task

skill

the capability to perform tasks 
accurately and with ease; skills often 
refer to psychomotor activities
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An ability is a more stable and enduring capability to perform a variety of tasks than a 
skill allows. Abilities can be inherited, acquired, or a combination of both. Unlike skills, abilities 
reflect more natural talents, including cognitive abilities (e.g., verbal or quantitative abilities), 
psychomotor abilities (reaction time), sensory abilities (e.g., the ability to see or hear particularly 
well), and physical abilities (e.g., a person’s strength, endurance, or flexibility).

Ability

a more stable and enduring capability 
to perform a variety of tasks than a 
skill allows

TablE 4-7   a Partial Checklist of the Physical activities and Requirements, 
Visual acuity, and Working Conditions of the Position26

The physical requirements of the position (Please check only ONE)

•	 Sedentary Work:	Exerting	up	to	10	pounds	of	force	occasionally	and/or	a	negligible	
amount	of	force	frequently	or	constantly	to	lift,	carry,	push,	pull,	or	otherwise	move	objects,	
including	the	human	body.	Sedentary	work	involves	sitting	most	of	the	time.	Jobs	are	
sedentary	if	walking	and	standing	are	required	only	occasionally	and	all	other	sedentary	
criteria	are	met.

•	 Light Work:	Exerting	up	to	20	pounds	of	force	occasionally,	and/or	up	to	10	pounds	of	
force	frequently,	and/or	a	negligible	amount	of	force	constantly	to	move	objects.	If	the	use	
of	arm	and/or	leg	controls	requires	exertion	of	forces	greater	than	that	for	Sedentary	work	
and	the	worker	sits	most	of	the	time,	the	job	is	rated	for	Light	Work.

•	 Medium Work:	Exerting	up	to	50	pounds	of	force	occasionally,	and/or	up	to	20	pounds	
frequently,	and/or	up	to	10	pounds	of	force	constantly	to	move	objects.

•	 Heavy Work:	Exerting	up	to	100	pounds	of	force	occasionally,	and/or	up	to	50	pounds	of	
force	frequently,	and/or	up	to	20	pounds	of	force	constantly	to	move	objects.

•	 Very Heavy Work:	Exerting	in	excess	of	100	pounds	of	force	occasionally,	and/or	in	excess	
of	50	pounds	of	force	frequently,	and/or	in	excess	of	20	pounds	of	force	constantly	to	
move	objects.

The physical activity of this position (Please check all that apply)

•	 Climbing:	Ascending	or	descending	ladders,	stairs,	scaffolding,	ramps,	poles,	and	the	
like	using	feet	and	legs	and/or	hands	and	arms.	Body	agility	is	emphasized.	This	factor	is	
important	if	the	amount	and	kind	of	climbing	required	exceeds	that	required	for	ordinary	
locomotion.

•	 Balancing:	Maintaining	body	equilibrium	to	prevent	falling	when	walking,	standing,	or	
crouching	on	narrow,	slippery,	or	erratically	moving	surfaces.	This	factor	is	important	if	
the	amount	and	kind	of	balancing	exceeds	that	needed	for	ordinary	locomotion	and	
maintenance	of	body	equilibrium.

•	 Stooping:	Bending	body	downward	and	forward	by	bending	spine	at	the	waist.	This	
factor	is	important	if	it	occurs	to	a	considerable	degree	and	requires	full	use	of	the	lower	
extremities	and	back	muscles.

•	 Kneeling:	Bending	legs	at	knee	to	come	to	a	rest	on	knee	or	knees.
•	 Crouching:	Bending	the	body	downward	and	forward	by	bending	legs	and	spine.

The conditions the worker will be subject to in this position (Please check all that apply)

•	 The worker is subject to inside environmental conditions:	Protection	from	weather	
conditions	but	not	necessarily	from	temperature	changes.

•	 The worker is subject to outside environmental conditions:	No	effective	protection	from	
weather.

•	 The worker is subject to both environmental conditions:	Activities	occur	inside	and	outside.
•	 The worker is subject to extreme cold:	Temperatures	typically	below	32	degrees	for	

periods	of	more	than	one	hour.	Consideration	should	be	given	to	the	effect	of	other	
environmental	conditions,	such	as	wind	and	humidity.

•	 The worker is subject to extreme heat:	Temperatures	above	100	degrees	for	periods	of	
more	than	one	hour.	Consideration	should	be	given	to	the	effect	of	other	environmental	
conditions,	such	as	wind	and	humidity.

•	 The worker is subject to noise:	There	is	sufficient	noise	to	cause	the	worker	to	shout	in	
order	to	be	heard	above	the	ambient	noise	level.

•	 The worker is subject to vibration:	Exposure	to	oscillating	movements	of	the	extremities	or	
whole	body.

Source: Reprinted with permission from the North Carolina Office of State Personnel.
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•	 Mathematical	ability
•	 Perceptual	ability
•	 The	ability	to	lift	50	pounds

“Other” characteristics is typically a catchall category for worker characteristics that do not 
fall into the knowledge, skill, or ability categories. They include a person’s values, interests, integrity, 
work style, and other personality traits. Additional examples grouped into this category include one’s 
degrees and/or certifications and the ability to work weekends. It is important to note that while some 
personality traits, such as conscientiousness, are consistently predictive of job performance, their rela-
tionship with job performance is not strong enough to base hiring decisions exclusively on them.

After the task statements are generated, the third step is to ask a different group of job experts 
to identify the KSAOs necessary to perform each task. It is sometimes more efficient to identify 
the KSAOs after conducting the next step, forming job duty and task groupings. The risk is that 
important, but infrequently used KSAOs may be overlooked. In addition to KSAOs, job experts can 
identify the competencies needed for a worker in the job to be successful. It is particularly important 
that this group identify knowledge that a worker needs but that he or she cannot refer to (in manuals 
or other written instructions) while actively on the job. For example, someone working as a press 
operator for a newspaper publisher cannot stop the presses to look up operating information. Some 
tips for writing good KSAOs are to maintain a reasonable balance between being too general and 
too specific. A common error is to include trivial information when writing KSAOs. Do not sim-
ply restate the task statement. Focus on providing new information by identifying what KSAOs 
employees really need to perform a given task. Of course, as we hinted at in previous chapters, the 
job expert should also identify whether each KSAO is something that new hires are expected to have 
before being hired or whether the organization intends to train new hires to develop the KSAOs.

A substantial amount of empirical research has helped us to identify some of the employee 
characteristics that seem to be related to better job performance in virtually all jobs. For exam-
ple, intelligence27 and conscientiousness28 have consistently been shown to be related to higher 
job performance. Additionally, a person’s emotional stability and extraversion can enhance his 
or her job performance in many different types of jobs, particularly those involving interpersonal 
relations.29 If the goal is to recruit top performers for a dynamic job, focusing on the intelli-
gence and the ability of candidates to learn quickly should help. If honesty and integrity are key, 
recruiting people who display these traits can result in employees who are less likely to engage in 
counterproductive behaviors and steal.30 Table 4-8 summarizes some of the characteristics likely 
to be important in specific job environments.

“other” chArActeristics

characteristics that do not fall into the 
knowledge, skill, or ability categories; 
they include a person’s values, 
interests, integrity, work style, and 
other personality traits

Characteristic Job Requirements

Adaptability:	The	ability	to	effectively	manage	
change,	delays,	or	unexpected	events

Complex,	dynamic	jobs	(e.g.,	CEO	and	
research	&	development	jobs)

Emotional Stability:	The	disposition	to	be	calm,	
optimistic,	and	well	adjusted

Jobs	involving	interpersonal	interaction	
(e.g.,	police	and	air	traffic	control	jobs)

Conscientiousness:	The	tendency	to	be	
purposeful,	dependable,	and	attentive	to	detail

Jobs	requiring	dependability,	consistency,	
and	motivation	(e.g.,	quality	control	jobs)

Extraversion:	The	tendency	to	be	sociable,	
assertive,	and	upbeat

Jobs	requiring	interpersonal	interaction	and	
persuasion	(e.g.,	sales	and	customer	service	
jobs)

Emotional Intelligence:	The	ability	to	control	
one’s	emotions,	read	the	emotions	of	others,	
and relate to others

Jobs	requiring	interpersonal	interaction,	
negotiation,	and	influence	(e.g.,	sales,	
customer	service,	and	management	jobs)

Ethics:	One’s	honesty,	willingness	to	follow	rules,	
and	tendency	to	treat	people	with	respect

Jobs	with	a	high	level	of	discretion	or	with	a	
high	risk	of	employee	theft	(e.g.,	casino	and	
bank	jobs,	and	cashier	and	accounting	jobs)

Team Orientation:	The	tendency	to	be	oriented	
toward	the	achievement	of	collective	goals

Jobs	requiring	a	high	degree	of	teamwork	
or	sharing	of	resources	(e.g.,	jobs	as	part	of	
creative	or	medical	teams)

TablE 4-8  The Characteristics Related to Specific Job Requirements
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Form the Job duty groupings

In the next step, the job analyst groups similar task statements into job duties that reflect broader 
job responsibilities (e.g., decision making, supervision, and customer relations). A job duty is 
a set of related tasks that are repeated on the job, such as servicing customers or maintaining an 
office’s supplies. The grouping process is subjective, but the goal is to reduce a lengthy list of 
task statements into a much shorter list—generally to fewer than 12 job duties each containing 
6 to 30 task statements. Often the KSAOs required for each task will help the job analyst deter-
mine which tasks should be grouped together. Each job duty should then be labeled to reflect 
the broader tasks it represents. Table 4-9 lists some task statements for the job duty of classroom 
instruction for a university professor.

link the KsAos back to the Job duties

In the seventh step, a third set of job experts links the KSAOs associated with the tasks contained 
in each job duty back to the various job duties. These experts are asked to confirm whether each 
KSAO is important to the performance of the tasks in each given category. Ideally, the relation-
ship of every KSAO to every task category is rated in terms of its importance. This helps the 
firm identify which KSAOs should be given priority when it comes to making its recruiting and 
selection decisions. The step also confirms that each of the KSAOs is critical to the performance 
of the job.

collect critical incidents

The eighth step is to collect critical incidents to identify the behaviors that differentiate very 
good from poor job performance. Ask job experts to consider each of the job duties one at a time 
and imagine instances of particular effective or ineffective performance. Ideally, both good and 
bad critical incidents will be collected to try to identify the behaviors, competencies, skills, and 
so on, that differentiate good job performers.

Certain questions can help employees recall the details of an incident. A job analyst might 
use the following questions to probe for details about a negative critical incident that occurred 
for a customer service representative:

 1. what were the circumstances leading up to the incident? Answer: A caller was using 
abusive language but not communicating what the actual problem was.

 2. what did the worker do that made you think that s/he was a good, average, or poor 
performer? Answer: The customer service representative “told off” the caller and angrily 
hung up.

 3. what were the consequences of the worker’s behavior in the critical incident? Answer: 
The caller worked for a large customer, which subsequently discontinued its relationship 
with the firm.

This negative critical incident suggests that patience, the ability to stay calm in the event 
of a belligerent call, and emotional control are useful screening criteria for a telephone-based 
customer service representative.

job duty

a set of related tasks that are repeated 
on the job

For	the	job	of:	University Professor

Job	Duty:	Classroom Instruction

Task Statements:

 a.	 Prepare	course	syllabus	using	Microsoft	Word	to	inform	students	of	instructor’s	
expectations	and	grading	criteria,	provide	a	reading	schedule,	and	summarize	course	
goals

 b.	 Prepare	lectures	in	advance	using	appropriate	software	and	media	to	communicate	the	
course material to students

 c.	 Lecture	students	verbally	to	accurately	communicate	the	course	materials	in	an	
engaging	way

TablE 4-9  Group Task Statements into a Job Duty
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An example of a positive critical incident for a customer service representative might be 
the following:

A caller was hysterical because the birthday gift she ordered for her child arrived dam-
aged and the birthday was the next day. She yelled incoherently about the incident. 
The customer service representative talked in a clear, calm voice and persuaded the 
woman to repackage the damaged product for return. The customer service represen-
tative checked to ensure that the product was still available and personally assured 
the caller that a replacement would immediately be sent for overnight delivery.

This example suggests that the ability to regulate one’s emotions, remain calm in the pres-
ence of an emotional caller, and be persuasive are useful screening criteria for a customer service 
representative.

Weight the Job duties

After finalizing the job duties, task statements, and KSAOs, employees, supervisors, and oth-
ers familiar with the job weight its duties according to their relative importance to the overall 
performance of the job and the relative time spent on each. The weights should each add up to  
100 percent. Table 4-10 shows how to weight the job duties of an administrative job.

The weights for each job duty’s relative importance are used to identify Bona Fide 
Occupational Qualifications (BFOQs), or the essential qualifications of new hires, and to priori-
tize the characteristics that will be recruited and screened for. If the optimal weights for each job 
dimension cannot be determined statistically—a situation that we will discuss further in Chapter 
8—the weights for the relative time spent on each job duty are used to prioritize them into essen-
tial versus desirable categories.

In Table 4-10, database administration is the most important job dimension for this posi-
tion although administrative assistants spend most of their time performing clerical duties. Staff 
administration	is	the	least	important	relative	to	the	others	(although	still	an	important	job	duty);	
administrative assistants spend the least amount of time performing these job duties.

The staffing specialist may then determine that database administration will be weighted 
45 percent, clerical will be weighted 35 percent, and staff administration will be weighted  
20 percent in computing an overall evaluation score. Equally weighting the three duties would 

In	the	left	column,	record	a	number	of	points	between	1	and	100	that	reflects	the	importance	of	
the	particular	task	category	to	the	overall	performance	of	an	administrative	assistant.	The	total	
number	of	points	distributed	over	the	job	duties	should	equal	100.	In	the	right	column,	indicate	
what	percentage	of	time	is	spent	on	the	activities	like	those	represented	by	the	three	job	
duties.	Again,	the	total	number	of	points	distributed	across	the	job	duties	should	equal	100.

Relative 
Importance Job Duty Relative Time Spent (%)

 45 1.  Database Administration.	Maintaining	and	
developing	databases	and	spreadsheets,	
including	collecting	and	entering	information.	
Using	databases	and	spreadsheets	to	obtain	
summaries	and	answer	questions.

 25

 35 2.  Clerical.	General	clerical	activities	including	
answering	phone,	filing,	handling	mail,	and	
duplicating.

 50

 20 3.  Staff Administration.	Record	keeping	and	
handling	payroll	duties,	including	auditing	
and	resolving	discrepancies.	Maintaining	unit	
personnel	files.

 25

100 *Total	must	equal	100 100

TablE 4-10   Weighting Job Duties by Their Importance and the Relative  
Time Spent on Each
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misrepresent their relative contribution to the job. Of course, the weights different job experts 
give each job duty will vary. Consequently, the job analyst will have to use good judgment when 
deciding which weights to actually assign.

When First Hawaiian Bank conducted a job analysis on its customer service positions, it 
found that 40 percent of a customer service employee’s time was being spent on administrative 
duties, not focusing on customer service. This information prompted First Hawaiian Bank to 
restructure its customer service department, which resulted in a more efficient workforce.31

construct a Job requirements matrix

The tenth step in a job analysis is to construct a job requirements matrix summarizing the infor-
mation collected so far. Table 4-11 shows what a job requirements matrix looks like.

In addition to looking at a single job description to plan for a particular job, a firm can pool 
together job analyses from a variety of positions to identify key KSAOs or competencies that are 
important for multiple jobs. Job analyses for jobs in the same job family, or for jobs that tend to 
link into career paths for employees, can be used for strategic planning.

Write the Job description and Person specification

The final step is the writing of the job description and person specification. At the very mini-
mum, the previous steps should generate a list of tasks and duties with some information regard-
ing their importance to the overall performance of a satisfactory employee, an indication of the 
frequency these duties are performed, and the job’s essential and desirable qualifications. To 
write the job description, the job analyst should be able to use the tasks and duties to describe 
the basic functions. The Web site www.jobdescription.com can be a helpful resource for writing 
job descriptions. After searching to find a desired job title, the wizard can be used to customize 
the generic job description for this position using the information obtained from the job analysis.

Characteristics of the Job Characteristics of the Worker

Job Duty Tasks

Relative 
Importance 

of Job 
Duty (%)

Relative 
Time 
Spent 

(%) Competency or KSaO

Importance of KSaO 
or Competency to Task 
Performance (1 = low,  

10 = High) (E = Essential)

Project 
Management

 1. Develop and 
implement	plans,	
schedules,	and	
responsibility	charts	to	
ensure adherence to 
the	project’s	timeline

 2. Report	the	project’s	
progress and results 
to superiors

35 20  1. Ability	to	develop	plans	
and schedules

 2. Time management skills
 3. Knowledge	of	project	

management reporting 
software

8.2
9.1	E
7.6

Supervision  1. Schedule and track 
team	members’	work	
assignments to ensure 
appropriate progress

 2. Acquire	the	resources	
the team needs to 
function

35 30  1. Ability	to	work	with	
diverse people

 2. Ability	to	delegate
 3. Negotiation	skills
 4. Prioritization skills
 5. Leadership	ability

5.9
7.6
8.3
8.9	E
7.4

Customer 
Service

 1. Research and 
understand	customers’	
needs and take 
actions to ensure their 
needs are met

30 50  1. Communication skills
 2. Listening skills
 3. Empathy

8.1
8.8	E
7.9

TablE 4-11 a Job Requirements Matrix for a Project Manager
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In addition to precisely specifying the actual job duties that have to be performed from 
a business or management standpoint, to comply with certain requirements of the ADA, a job 
description has to be very specific about the physical, ergonomic, environmental, and other 
requirements of the job. For example, a job description for a sales position should include a 
specific description of the physical requirements of the job, such as “must stand for significant 
periods of time without a break” or “must meet with customers outside under all weather condi-
tions.” If the job analyst isn’t specific in describing every important aspect of the job, then the 
ADA assumes that the employee can perform the actual job duties any way he or she wants to, 
regardless of whether or not his or her way complies with company policy.32

The person specification summarizes the KSAOs needed to perform the job well as 
well as the minimum worker qualifications and BFOQs. One way to create a person speci-
fication is to look at the job duties and try to identify the most important KSAOs or compe-
tencies needed to do the job. The necessary KSAOs should be stated in the most job-related 
terms possible. Also, both the required qualifications and the required level of education 
for the job should be stated as precisely as possible. If the organization intends to train new 
hires, the required aptitudes or training-readiness criteria should be stated. If related expe-
rience is included in the person specification, the quality of a person’s experience is often 
more important than the length of experience. If any qualifications are deemed essential, they 
should reflect the minimum basic educational requirements necessary to carry out the job to 
an acceptable standard.

The quality and specificity of the job description and person specification are critical for 
the recruiting function to match candidates’ skills to job requirements. However, rather than 
simply developing a laundry list of all the tasks required of the position, it is more strategic to 
consider the business strategy and competitive advantage, a job’s performance needs, and what 
it means to be successful on the job in addition to these base skills. By first defining outstanding 
performance, the key competencies, styles, and traits desired in a new hire can become more 
apparent. To comply with the requirements of the ADA, job descriptions must also identify the 
essential job functions and the physical and mental requirements needed to perform these essen-
tial functions.

Consider the position of executive assistant. The job requires filing, answering phones and 
screening calls, scheduling the executive’s time, processing requisitions, and light bookkeep-
ing. As a result, the job posting could describe a need for a person with strong typing, filing, 
organization, and communication skills, and an understanding of the company’s requisition and 
bookkeeping procedures. A deeper analysis of what has made past incumbents most successful 
in this position, however, may be their ability to multitask and to not be turned off by the execu-
tive’s aggressive managing style. The amount of typing required by the job is minimal, and the 
bookkeeping and requisition processing are easily trained. Focusing the recruiting effort on iden-
tifying people who are organized, are good at multitasking, and work well under pressure may be 
more important in hiring a high performer for this job.

The longer the list of skill requirements in a person specification, the fewer the number 
of people who will feel qualified and apply. Focusing on the key characteristics to be sought in 
recruits increases the likelihood of hiring a superior performer. Also, if the person specification 
calls for qualifications greater than those actually required by the job, problems can arise. Hiring 
more highly qualified candidates is likely to cost more. Moreover, if the candidates are hired but 
then begin to feel underchallenged in their positions, their turnover is likely to be higher.33 Next 
to analyzing actual performance data for employees with differing levels of qualifications to 
assess the relationship between qualification level and job performance for that position, the best 
gauge for specifying required qualification levels is generally the judgment of an experienced 
manager.

Writing an effective job description can be as much an art as a science. Because 
job descriptions can quickly become outdated, supplement them with regularly negotiated 
goals and developmental opportunities.34 It is also important to write enough flexibility 
(including something like, “and any other tasks as assigned by the supervisor”) into job 
descriptions so that workers do not think, “That’s not my job,” and they are comfortable 
helping coworkers, cross-training, and finding additional ways to contribute to the organi-
zation.35 Table 4-12 provides some tips in crafting an appealing job description for a job 
advertisement.
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Both job analyses and competency modeling techniques can be applied in a forward-
looking manner to jobs that are evolving or that do not yet exist. In this case, the job or subject 
matter experts are interviewed and asked to identify the KSAOs and competencies likely to be 
critical in the future.

other methods: comPetency modeling And Job reWArds 
AnAlysis

competency modeling

competency modeling37 is a job analysis method that identifies the necessary worker compe-
tencies for high performance. competencies are more broadly defined components of a success-
ful worker’s repertoire of behavior needed to do the job well. Rather than mere job skills, they 
are the worker characteristics that underlie on-the-job success. Competencies can encompass 
multiple types of knowledge, skills, attitudes, personalities, and so on.

The differences between KSAOs and competencies can be confusing. One way to think 
about the difference is to think of competencies as “job-spanning” whereas KSAOs are often 
limited to an individual job. Also, competencies often come from the top managers of an  
organization and serve to reinforce the firm’s culture. By contrast, KSAO statements are derived 
mostly by job analysts for staffing purposes.

Because competencies are linked to the organization’s business goals, strategy, and val-
ues, a person specification resulting from a job description can enhance hiring quality and strat-
egy execution. Because competency modeling may not identify worker characteristics that are 
important but infrequently displayed, it often supplements other job analysis methods. Because 
competencies are better linked to the organization’s business goals and strategy than traditional 
KSAOs, competency modeling is gaining in popularity.

 1. Include	an	understandable	and	engaging	job	title.	The	job	title	is	often	the	headline	
in	a	job	board	posting	and	is	the	first	thing	a	job	seeker	usually	searches	for.	Including	
additional	information	to	make	the	position	stand	out	against	similar	postings,	such	
as,	“Sales	Manager,	Partner	with	Customers	to	Find	Solutions,”	or,	“Entry	Level	Java	
Developer,	Grow	with	Us.”

 2. Include	positive	information	about	the	company	to	give	the	job	more	context.	Keep	
this	brief,	but	focus	on	what	current	employees	in	similar	jobs	in	your	organization	like	
about	working	for	the	company.	This	could	include	industry	information,	company	growth	
information,	work-life	balance,	mentoring	programs,	and	key	elements	of	the	company	
culture	and	values.	Describe	how	the	organization	is	unique	by	communicating	its	mission	
statement,	future	vision,	and	why	it	is	meaningful	to	work	in	the	firm.36

 3. Include	information	about	the	job	that	can	help	the	job	seeker	get	a	feel	for	it.	Why	is	
this	position	a	great	opportunity?	What	are	the	most	important	characteristics	of	top	
performers?	Help	job	seekers	evaluate	their	fit	and	likelihood	of	success.

 4. Describe	any	minimum	job	requirements	such	as	education,	certifications,	years	of	
experience,	and	so	on.	This	should	be	limited	to	only	those	requirements	that	are	
required	for	applicants	to	be	minimally	considered	for	the	position.

 5. Try	to	write	the	job	description	to	reflect	the	company’s	culture.	If	the	culture	is	fun	and	
relaxed,	incorporate	those	elements	into	the	design	style	and	wording.	If	the	culture	is	
more	formal	and	professional,	use	more	structure	and	formatting	in	the	description.	This	
can	help	to	attract	those	job	seekers	who	are	the	best	fit	with	the	characteristics	you	are	
seeking.

 6. If	possible,	let	high	performing	incumbents	get	involved	in	writing	or	reviewing	the	job	
description.	You	ultimately	want	to	attract	more	people	like	them,	so	asking	their	advice	
on	what	to	include,	what	not	to	include,	and	how	to	best	present	the	information	can	
shape	the	posting	to	be	most	appealing	to	these	targeted	job	seekers.

 7. Include	a	link	to	the	company’s	Careers	page	that	has	more	information	about	the	
position	and	organization,	and	a	way	to	apply	for	the	position.

TablE 4-12  Crafting an appealing Job Description for a Job advertisement

competency modelinG

a job analysis method that identifies 
the necessary worker competencies for 
high performance

competencies

more broadly defined components of 
a successful worker’s repertoire of 
behavior needed to do a job well
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A competency-based job description enhances a manager’s flexibility in assigning work, 
lengthens the life of a job description, and can allow firms to group jobs requiring similar com-
petencies under a single job description. Competency modeling allows for greater flexibility 
in specifying a job’s requirements. Because competencies define how to perform a job more 
broadly than does a traditional job analysis, if the job is changing, then the job analysis will 
not have to be updated as frequently. The broader description of a job also discourages workers 
asked to perform a new work task or behavior from saying, “That is not in my job description,” 
unlike workers in a more rigidly specified job.

Therefore, identifying the organization’s business strategy, vision, and values is the first 
step in competency modeling. Job experts with different perspectives on the job, including 
incumbents, supervisors, and internal and external customers, then identify the characteristics, 
values, and so on, that enable an employee in that position to best execute the strategy and ensure 
that the company’s values are consistently practiced. For example, a strategy based on innova-
tion and fast product development requires employees with a sense of urgency and the ability to 
innovate. If the organization’s strategy requires employees to continually adapt to or apply new 
or changing technologies, adaptability and the ability to learn quickly can be more important 
than specific skills. A strategy with a large customer service component requires hiring employ-
ees who are committed to integrity and customer service. Low-cost strategies generally require 
people who are efficient, detail oriented, and committed to reducing waste and enhancing the 
firm’s efficiencies.

Table 4-13 shows some examples of competencies and jobs that require them.
A good example of linking core competencies, values, and experiences to job descriptions 

and staffing practices is professional services company PwC. PwC identified core competencies 
that reinforce its culture and contribute to job performance, and assesses them throughout the 
application process. Characteristics including being curious, building and sustaining relation-
ships, and communicating with impact and empathy are used to determine which job candidates 
to pursue and hire.38

Like the other methods, job experts using competency modeling also observe and judge 
the behaviors displayed by successful employees. Ideally, one group of job experts identifies 
the competencies, and another group reviews them and offers input. Similar competencies are 
combined, and a set of from 6 to 12 competencies is generated. It is important not to include too 

Competency Required Job Examples

Adaptability:	The	ability	to	effectively	
manage	change,	delays,	or	unexpected	
events

Complex,	dynamic	jobs	(the	job	of	the	CEO	
and	research	&	development	jobs)

Communication:	Includes	choosing	the	
appropriate	communication	medium,	
presenting	verbal	and	written	information	
clearly	and	concisely,	listening,	and	giving	 
and	receiving	feedback

Jobs	involving	interpersonal	interaction	(most	
jobs)

Leadership:	Building	motivation	and	a	sense	
of	shared	purpose	in	others

Jobs	requiring	the	supervision	or	influencing	
of	others	(managerial	jobs	and	jobs	in	team	
settings)

Emotional Intelligence:	The	ability	to	control	
one’s	emotions,	read	the	emotions	of	others,	
and relate to others

Jobs	requiring	interpersonal	interaction,	
negotiation,	and	influence	(sales,	customer	
service,	and	managerial	jobs)

Problem Solving:	Acquiring,	analyzing,	and	
integrating	information	from	relevant	sources	
to make timely and appropriate decisions

Jobs	requiring	analyzing	and	troubleshooting	
(customer	service,	maintenance,	and	product	
design	jobs)

Creativity:	The	ability	to	come	up	with	novel	
ideas and insights

Jobs	requiring	original	and	unique	ideas	
and	insights	(marketing	executive,	interior	
designer,	and	graphic	artist	jobs)

TablE 4-13  Competencies Related to Specific Job Environments
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many competencies to ensure the staffing effort focuses on those most important and useful for 
selection purposes. Accomplishing this goal may require the generation of a longer competency 
list at first, collecting data over time on employees’ performance of the skills and behaviors 
thought to be important, and analyzing the data to see which actually make the most difference. 
Although many organizations can brainstorm relatively good lists of key competencies, there is 
no substitute for taking an objective, data-driven look at which competencies actually matter.

Competency modeling is becoming more popular for a number of reasons: Because com-
petencies are broader than skills, job analysts have greater flexibility in terms of specifying a 
job’s requirements. This can help discourage workers from refusing to undertake certain duties 
not explicitly written into their job descriptions. Also, if the job is changing, then the job analysis 
will not have to be updated as frequently. Thus, the method’s greater simplicity and flexibil-
ity appeals to many organizations with rapidly changing jobs for which traditional job analysis 
methods are costly and time consuming.

Competency analysis is less useful than most other job analysis techniques for describ-
ing technical skills. As a result, it often supplements other job analysis methods. However, it’s 
worth noting that the most important competencies, values, and experiences are likely to vary 
across business units and departments as well. The competencies required by people in a firm’s 
accounting department, for example, are likely to differ from those required by the firm’s mar-
keting or research and development departments.

Some companies are experimenting with the elimination of multiple job titles to refocus em-
ployees on their work rather than their job title. Marketing firm the Richards Group eliminated the 
titles of its 560 employees and gave all of its 20 executives the same title of principal. The move 
was welcomed by clients, who didn’t care about the title of the people handling their accounts, and 
seems to have refocused employees on what they do rather than on climbing the corporate ladder.39

Because the approach is relatively new, and because the level of rigor and documentation 
is less than traditional job analysis methods, it is unclear how well the approach will withstand 
legal challenges.40 Until it has withstood greater legal scrutiny, it is advisable to combine com-
petency modeling with more traditional job analysis techniques.

Job rewards Analysis

Another type of job analysis is called a job rewards analysis. Job rewards analysis is a job anal-
ysis technique that analyzes a job’s intrinsic rewards that are nonmonetary and derived from 
the work itself and from the organization’s culture as opposed to extrinsic rewards that have 
monetary value. Intrinsic rewards can include the satisfaction of meeting one’s personal goals, 
from engaging in continuous learning activities, and doing meaningful work. Extrinsic rewards 
include an employee’s base pay, bonuses, and benefits. Some jobs provide unique extrinsic 
rewards like free travel for flight attendants and merchandise discounts for retail employees.41 
Intrinsic and extrinsic rewards together comprise the total rewards related to a particular job.

The identified rewards can be used to better match candidates with different jobs, as well 
as to improve the recruitment process. For example, if a recruiter learns what motivates a job 
candidate, she or he can identify job rewards that will make the job more appealing to the can-
didate: A job candidate motivated by money can be told extensively about the company’s pay-  
for-performance system. By contrast, a job candidate motivated by developing his or her skills 
can be told more about the company’s training, development, and continuing education programs.

The employee value proposition is the balance between the intrinsic and extrinsic rewards 
an employee receives by working for a particular employer in return for the employee’s job per-
formance. If employees believe they receive rewards equal to or exceeding what they put into 
the company, they will be more satisfied and less likely to quit. When recruiting or convincing 
someone to accept his or her job offer instead of a competitor’s offer, the recruiter and hiring 
manager must answer the candidate’s most important question, “What’s in it for me?” in a man-
ner that makes the job opportunity the most appealing. Answering this question requires a job 
rewards analysis.

To do a job rewards analysis, one must first determine exactly what attracts job candi-
dates and why incumbents enjoy their work. Then one must craft a message to clearly state 
what makes the company the obvious choice over the competition. Sometimes the selling 
points used for different candidates will differ—some are more motivated by financial rewards 

job rewArds AnAlysis

a job analysis technique that identifies 
the intrinsic and extrinsic rewards of 
a job

intrinsic rewArds

nonmonetary rewards derived from the 
work itself and from the organization’s 
culture

extrinsic rewArds

rewards that have monetary value

totAl rewArds

a combination of the intrinsic 
and extrinsic rewards related to a 
particular job

employee vAlue 
proposition

the balance between the intrinsic 
and extrinsic rewards an employee 
receives by working for a particular 
employer in return for the employee’s 
job performance
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The following eight questions are intended for educational pur-
poses to show how a job’s intrinsic rewards might be assessed. 
Many more intrinsic rewards are possible, so professionally devel-
oped and validated scales should be used when doing a job 
rewards analysis.

Please answer each question as it applies to your job 
using the following scale. Write the number from 1 to 7 that 

corresponds to your answer in the space to the left of each ques-
tion number. The intrinsic job reward is in parentheses to the 
right of each question. Higher scores indicate a greater amount 
of that reward. Scores of 5 or greater indicate that the intrinsic 
reward is present in the job.

Develop Your SkillS
Assessing a Job’s Intrinsic Rewards46

1 2 3 4 5 6 7

Strongly Disagree Disagree Slightly Disagree Neither Agree nor Disagree Slightly Agree Agree Strongly Agree

 1. My manager looks out for me. (management relations)
 2. I work closely with customers or coworkers. (interper-

sonal interaction)
 3. I use a variety of types of knowledge, skills, abilities, or 

competencies every day. (skill variety)
 4. My work allows me to complete an entire piece of work, 

rather than just a part of it. (task identity)

 5. The results of my work affect the lives of others. (task 
significance)

 6. I decide how to do my job. (autonomy)
 7. I can tell how well I am performing my job just by doing 

it. (feedback from job)
 8. My managers or coworkers communicate how well I am 

doing my job. (feedback from others)

than others, some prefer a team-based work environment, and so on. The rewards emphasized 
to each candidate should reflect what motivates them as individuals. To do this, the recruiter 
and hiring manager need to have a thorough understanding of the intrinsic and extrinsic re-
wards of the job.

Because even intrinsic rewards often cost money, it is important to balance what a firm can 
afford with what it would like to offer employees as attractive rewards. This relates to the three 
criteria for employee value propositions: magnitude, mix, and distinctiveness.42 Magnitude refers 
to a reward package that is neither too small nor too large in economic terms. Investing too little 
in a reward package risks offending applicants, discouraging them from applying or accepting 
job offers, and being noncompetitive. Spending too much on rewards can negatively impact the 
firm’s financial stability, and hurt investors’ return on their investment in the firm. Mix refers 
to the composition of the reward package matching the needs and preferences of applicants or 
employees. Offering stock options that vest in five years to a young, mobile workforce that 
tends to turn over every three to four years, or free day care to an older workforce might not 
be consistent with workers’ needs and preferences. Distinctiveness refers to the uniqueness of 
a reward package. Rewards with no special appeal and that do not set the organization apart as 
distinctive do not present a compelling value proposition. Some Internet start-ups in the 1990s 
created distinctive intrinsic rewards by allowing employees to bring their dogs to work and to 
dress casually.

What a recruiter or hiring manager feels are a job’s best selling points may not totally reflect 
reality. As a result, it is important to confidentially interview job incumbents, hold focus groups, 
or conduct formal surveys. First conducting a paper survey to identify categories of rewards and 
identify those employees most often to identify with them, then following up with interviews and 
focus groups can play each approach to its best advantage. If employees feel free to make hon-
est comments, they are more likely to share their insights. Exit interviews—interviews workers 
give their employers after having resigned—can also identify job rewards employees tend to be 
dissatisfied with. In addition, a firm can benchmark its competitors’ rewards to see how its own 
rewards stack up. Survey instruments, such as the Minnesota Job Description Questionnaire43 
and the Job Diagnostic Survey,44 which are completed by employees and job experts, can also 
measure a firm’s job rewards. This chapter’s Develop Your Skills feature illustrates how some of 
a job’s intrinsic rewards can be assessed.
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The amount, differential, and stability of each reward can also be a factor.45 A reward’s 
amount refers to how much of it is received (how much pay, what level of task variety the 
employee is given, and so forth). A reward’s differential is how consistent the reward is among 
different employees—whether all employees receive the reward or only a certain number do 
based on certain criteria, such as their performance ratings. A reward’s stability is how reliable 
the reward is. Is the reward the same all the time, or does it change based on the organization’s 
performance or other business financials?

The job rewards associated with a position can be summarized in a job rewards matrix like 
the one presented in Table 4-14.

Job values and desired job rewards differ across individuals and change over time. Job 
rewards analysis helps a company tailor its employee value proposition and recruiting mes-
sage to appeal to the needs, values, and motivations of targeted potential applicants and current 
employees. When American Express was grappling with increased competition it launched a 
company-wide effort to make sure it was focusing on the right aspects with regard to its recruit-
ing. American Express conducted focus groups of its employees worldwide to find out what they 
valued most about their corporate culture, and identified eight points that all of the company’s 
500 recruiters should touch on when talking to job candidates: brand, culture, the company’s 

Reward amount Differential Stability

To Whom 
the Reward 
Might appeal

1.  Competitive 
base	salary

$32,000/year	
average

$30,000–36,000/year Changes 
based	on	
market 
conditions 
and	firm	
performance

Most	workers

2.	Benefits Comprehensive 
health and dental 
insurance,	401(k),	
10	personal	days/
year

None—all	workers	
receive the same 
benefits	package

Stable Most	workers

3.		Performance-
based	pay

4	percent	average Ranges	from	0	to	15	
percent

Can change 
based	
on	firm’s	
performance

Workers	who	
value making 
and	being	
rewarded	for	
individual 
contributions

4.  Promotion 
opportunities

Average person is 
promoted	within	
three years

Can	be	as	early	as	18	
months; some never 
get promoted

Varies 
depending on 
the	manager’s	
performance	
and 
company’s	
needs

Workers	who	
desire career 
advancement

5.  Having 
individual 
responsibility	
for	tasks

Above	average Based	on	skills	and	
job	performance

Fairly	stable Workers	who	
value making 
individual 
contributions

6.  Doing 
different	tasks	
every day

Above	average Fairly consistent across 
employees

Fairly	stable Workers	
seeking skill 
development

TablE 4-14 The Job Rewards Matrix for a Purchasing Manager’s Position
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position within the financial services industry, global opportunities, career paths, compensation, 
training and development, and location. “Five years ago, when we went to a career fair we would 
have talked more about the American Express brand and products, but now we are talking more 
about these eight areas,” Murray Coon, director of recruiting for American Express, says. “Now 
it’s more about the industry, the people, and the culture.”47

The reasons many people join an organization are often the same reasons they stay with that 
employer. Identifying what makes a company unique, and developing a compelling employee 
value proposition, helps identify and target candidates who will thrive in the firm and who will 
be likely to stay.

Summary

Job analysis is a process used to identify the tasks required by a 
job and the characteristics a worker needs to perform each of these 
tasks. Job analysis can be strategic by aligning the requirements 
of a job with the company’s business strategy and competitive 
advantage, taking into account what is required to  perform the 
job today as well as in the future. If the job changes, it is impor-
tant that the people hired to perform a job can also effectively 
perform the changed job. Competency modeling is a method of 
analyzing the broader competencies needed to perform well in 

roles as opposed to jobs. Competency modeling also identifies 
the factors that align employees with an organization’s values 
and strategy. Job rewards analysis is a job analysis technique that 
identifies the intrinsic and extrinsic rewards of a job. Its purpose 
is to analyze a job’s intrinsic and extrinsic rewards to identify 
how to create and sell a compelling employee value proposition 
to recruits and employees. Job analysis is a key step in determin-
ing what employees need to do to enhance the firm’s competitive 
advantage and execute its business strategy.

Takeaway Points

 1. A Job analysis is the systematic process of identifying and describ-
ing the important aspects of a job and the characteristics a worker 
needs to do it well. It identifies the job’s important tasks and work-
ing conditions as well as the tools and technologies people doing 
the job use. The goal is to define the ideal individual for the job 
from the perspective of the company, its strategy, and the employ-
ees with whom the person will work. A job analysis is strategic if 
it aligns the firm’s current as well as future job requirements with 
the company’s business strategy.

 2. A job description is a written description of the duties and respon-
sibilities of a job. A person specification summarizes the charac-
teristics of someone able to perform the job well. Based on the job 
description, the person specification profiles the personal skills, 
qualifications, abilities, and experiences the organization needs to 
evaluate candidates during the recruitment and selection process.

 3. Different methods can be used to conduct a job analysis. The critical 
incidents method uses subject matter experts to provide  examples 
of good and poor performance incidents that have occurred on the 

Mitre System’s Engineering Competency Model

MITRE wanted to develop a competency model for its systems engineers to enhance its strategic 
capability in this important area.48 MITRE felt that creating a specific and accurate competency 
model for its systems engineers would improve its recruitment and onboarding processes as well as 
its performance management and promotion systems. To create a competency model that it could 
apply to an individual or team environment, MITRE systems engineers and technical experts helped 
to build a competency model reflecting the company’s specific approach to systems engineering.

MITRE began by identifying competency information from standards bodies, the MITRE 
Institute, outside vendors, and relevant government sources. The company’s leadership and manage-
ment competency model was also consulted to generate additional non-technical competencies for 
consideration as being important for successful systems engineers. The model went through numer-
ous revisions with input from over 150 experts across MITRE.49

MITRE’s team ultimately identified 36 competencies that it organized into five sections: enter-
prise perspectives, systems engineering life cycle, systems engineering planning and management, 
systems engineering technical specialties, and collaboration and individual characteristics. For 
example, the collaboration and individual characteristics section includes building trust, persuasive-
ness and influence, adaptability, and integrity.50

MITRE recognizes that no organization is static, and regularly updates its competency needs 
to keep its competency model accurate. It has found the competency model to be so useful that it 
has made it available to other organizations interested in better understanding and improving their 
workforce systems engineering competencies.51
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the job experts who will be able to participate, and (3) identify 
appropriate job analysis techniques to use.

 5. The steps in conducting a job analysis are to (1) get the support 
of	top	managers;	(2)	thoroughly	communicate	the	purpose	of	the	
job analysis to all participants and ensure they are diligent about 
completing	the	tasks	objectively;	(3)	collect	background	informa-
tion about the job, the business strategy, and the organization’s 
culture;	(4)	generate	task	statements	that	describe	the	work	done	
on	 the	 job;	 (5)	 generate	 the	 KSAOs	 associated	 with	 each	 task	
statement;	(6)	form	job	duty	groupings;	(7)	link	the	KSAOs	back	
to	the	job	duties	to	be	sure	they	are	appropriate;	(8)	collect	criti-
cal	incidents	to	better	distinguish	excellent	from	poor	performers;	
(9)	weight	the	duties	of	the	job;	(10)	construct	a	job	requirements	
matrix	 summarizing	 the	 information	 collected;	 and	 (11)	write	 a	
job description and person specification.

 6. Competency modeling involves identifying more broadly defined 
components of a successful worker’s repertoire of behaviors 
needed to do a job well. Competency modeling often comes from 
the top of an organization and serves to reinforce an organiza-
tion’s culture. By contrast, KSAO statements are derived mostly 
by job analysts for staffing purposes. A job rewards analysis iden-
tifies the intrinsic and extrinsic rewards of a job. The rewards that 
are identified can be used to recruit candidates and match them 
with certain jobs.

job. This method helps job analysts identify extreme behaviors 
but not necessarily typical day-to-day behaviors. The job elements 
method asks a panel of job experts to identify and rate the worker 
characteristics that influence success on the job. Although the pro-
cess can be difficult to explain, it is efficient, and relatively fast. 
The structured interview method involves interviewing job experts 
about the job and the required worker characteristics. Although 
this method can be quick, the job analyst needs to minimize any 
political biases imparted by the job experts involved in the pro-
cess. A task inventory is a list of tasks generated by job experts 
and grouped in categories reflecting major work functions. The 
functions are then evaluated on dimensions relevant for assessing 
job candidates. Task inventories are objective and produce reli-
able descriptions of the job but fail to capture worker character-
istics displayed infrequently. Neither do the inventories identify 
the characteristics that distinguish superior from average or barely 
acceptable workers. The Position Analysis Questionnaire is a 
structured job analysis questionnaire that is fast, cheap, and use-
ful for almost any position. Like any structured questionnaire, the 
predetermined questions limit the information the job analyst can 
obtain. Also, the reading level of the questionnaires may be too 
high for job experts providing input on certain positions.

 4. The steps in planning a job analysis are to (1) determine the time 
and resources that can be invested in the job analysis, (2) identify 

Discussion Questions

 1. What impact does job analysis have on the execution strategy of 
cost reduction? Give an example to substantiate this in a call cen-
ter setup.

 2. Discuss how job analysis benefits HR personnel.
 3. As an applicant how would you tell if an organization has pro-

vided a good job description?
 4. You have analyzed the role of a student counselor in a high school 

by conducting structured interviews with some retired counsel-
ors and other teachers. When presenting the job description, the 

principal feels that certain unique skills employed by more effec-
tive counselors during unusual or extreme situations haven’t been 
captured. How do you propose to collect this information?

 5. Some jobs change so rapidly that companies do not feel doing a 
job analysis is worthwhile because by the time one is done, it’s 
already outdated. What advice would you give such a company 
to help them take advantage of the benefits a job analysis has to 
offer without wasting unnecessary time and resources doing a tra-
ditional job analysis?

Exercises

 1. Strategy Exercise: Imagine that you are a staffing specialist in 
Vroom, a 10-year-old company that manufactures toy cars. The 
cars are high quality and receive a premium price. Workers 
assemble pieces of the cars by hand on an assembly line. Some of 
the assemblers are great at what they do, but others have trouble 
keeping up and tend to slow the line down. Vroom wants to keep 
its labor costs as low as possible. However, it is willing to invest 
in assessment systems to evaluate job candidates and help it iden-
tify the most promising candidates to hire.

You believe that your staffing system for the assemblers 
could be improved so there’s less performance variability among 
them. Unfortunately, it has been 10 years since the last job analy-
sis was done for the position, and many of the tools and assembly 
methods have changed. After asking for money to use in conduct-
ing an updated job analysis on the assembler position, your CEO 
asks you to justify your request. Using what you have learned 
in this chapter, write a one-page report convincing your CEO 
to invest the money in the job analysis project, describing what 
resources you would need to do it.

 2. Develop Your Skills Exercise: Working in a group of three to 
four students, do a job rewards analysis on the job one of your 
group members holds (or has held). Use the questionnaire in this 

chapter’s Develop Your Skills feature as part of your analysis. 
Summarize your analysis in a job rewards matrix. Then apply the 
results and describe the type of potential job applicant to which 
each reward might appeal.

 3. Develop Your Skills Exercise: Using the Web browser of your 
choice, identify two poorly written and two well-written job 
descriptions. What makes the better job descriptions more effec-
tive? Now choose one of the weaker job descriptions and rewrite it 
to be more effective. Feel free to assume anything you need to about 
the job and organization to make these changes (but be realistic).

 4. Opening Vignette Exercise: The opening vignette describes 
MITRE’s effort to develop a competency model for its systems 
engineers. As explained in the vignette, systems engineering is a 
broad discipline requiring a variety of knowledge, skills, abilities, 
and other characteristics. Performing a job analysis or develop-
ing a competency model for this type of job requires using dif-
ferent methods than would doing the same for a more static, 
 lower-skilled job such as a cashier or mail sorter. Your assignment 
for this exercise is to describe how you would conduct a job analy-
sis or create a competency model differently for these two types 
of jobs. How would the process differ? Would you use different 
sources of information?
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Reward Amount Differential Stability

Annual bonus $18,000 average $0 to $40,000 depending 
on company and individual 
performance

Availability is based on 
company performance

401(k) 9 percent of base salary Same for all workers after one 
year of service

Stable

Development 
opportunities

Depends on the project  
and skills used

Differs by need and by job 
performance level

Company annually invests 
at least $3,000 per 
employee in its formal 
training program

Promotion 
opportunities

Promotion rate averages 
three years

Minimum of two years required 
for promotion; 50 percent are 
never promoted

Varies according to 
company needs and 
individual performance

Autonomy Above average Based on skills and job 
performance

Stable

Task variety Above average Same for all employees Stable

Fun culture Above average Same for all employees Stable

Case study

Imagine that you are the recruiting manager for RTMM Inc., 
a software development company. You have had trouble per-
suading top candidates to join your firm because it is not yet 
well known. You have attracted a sufficient number of quali-
fied candidates, but too many of them are turning down your 
job offers and accepting opportunities with your competitors.

Based on your conversations with job candidates, you 
think that the key to increasing your job offer acceptance 

rate is to enhance candidates’ understanding of the company 
and its value proposition. To thoroughly identify the ben-
efits of the job and of working for RTMM, you conducted 
focus groups with your current software engineers to learn 
what they valued about their jobs and about the company. 
This is the job rewards matrix you created through these 
focus groups:

Your assignment is to identify the types of people who 
might be attracted to this opportunity, and to write a one-
page letter to a hypothetical job offer recipient named Keisha 

Jackson, persuading her to accept your previously extended, 
competitive job offer.

Semester-Long Active Learning Project

Perform a job or competency analysis on the job as it exists now 
and as it will look in the near future. Summarize your findings in a 
job requirements matrix. Identify which qualifications are essen-
tial and which are desirable in new hires. Also do a job rewards 

analysis and summarize it in a job rewards matrix. Who might 
find the rewards offered by the job and organization  attractive? 
These insights will help you complete the assignment in  
Chapter 6.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of this book for this case study assignment.
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Describe the workforce planning process.
◾	 Discuss how an organization can predict its future business activity.
◾	 Describe how an organization can forecast its demand for workers.
◾	 Explain how to forecast the likely supply of available workers from inside and outside the firm.
◾	 Discuss how to develop action plans to address gaps between labor supply and labor demand.
◾	 Describe the staffing planning process.

5
Forecasting and Planning

Outline

Strategic Workforce Planning at Black Hills Corporation
The Workforce Planning Process
Forecasting a Firm’s Labor Demand

Seasonal Forecasts
Interest Rate Forecasts
Currency Exchange Rate Forecasts
Competition-Based Forecasts
Industry and Economic Forecasts
Legal Factors
Other Factors
Internal Forecasting Tools

Forecasting a Firm’s Labor Supply
Forecasting the Internal Labor Market
Forecasting the External Labor Market
Develop Your Skills: Sources of Labor Market Information

Resolving the Gaps between the Firm’s Labor Supply and Labor Demand
Dealing with a Temporary Talent Shortage
Dealing with a Persistent Talent Shortage
Dealing with a Temporary Employee Surplus
Dealing with a Persistent Employee Surplus

Staffing Planning
How Many People Should Be Recruited?
What Resources Are Needed?
How Much Time Will It Take to Hire the Employees?

Strategic Workforce Planning at Black Hills Corporation
Summary

Chapter
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Imagine what would happen to a manufacturing company that did not manage its supply chain 
effectively. What if it failed to acquire an appropriate number of quality parts for what it makes, 
scrambling to replace parts once it ran out from any supplier it could find? As unrealistic as this 
may seem, this approach is not unlike the one many organizations take to managing their supply 
of talent. Strategic staffing is a proactive process. Similar to just-in-time supply chain manage-
ment, it involves managing a company’s talent supply to ensure that it always has enough of the 
right people in the right jobs at the right time. Oil and gas producer and distributor Saudi Aramco 
uses workforce planning to more accurately project future job requirements, manage its coming 
retirement wave, and utilize contractors most strategically.3

The first four chapters of this book described the staffing context and job analysis. In 
this part of the book, we will discuss planning, sourcing, and recruiting. Workforce planning, 
the subject of this chapter, is essential to strategic staffing because it identifies and addresses 
future challenges to a firm’s ability to get the right talent in place at the right time. Acquiring 
and retaining the talent necessary to execute company strategies and initiatives is often a chal-
lenge. A 2012 survey of over 1,200 CEOs said that they were forced to delay or cancel a strategic 
initiative and approximately 30 percent said that they could not effectively innovate or pursue a 
market opportunity due to talent constraints.4

Staffing creates the infrastructure for the firm’s strategy execution, and proactive workforce 
and staffing planning ensures that the firm has the people it needs to execute that strategy success-
fully.5 When FM Facility Maintenance found that new account managers were having a tough time 
adjusting, negatively affecting the customer experience, the company started hiring new account 
managers about 120 days before they were needed. This gave them plenty of time to shadow 
an account manager and learn the company culture before getting started on their own.6 When 
Apple’s adjustment to its staffing formula for its stores resulted in several weeks of understaffing 
it made headlines and resulted in leadership telling employees that the company “messed up.”7

Staffing experts and managers widely predict that organizations will face a challenging 
labor situation in the coming years as baby boomers retire and developing countries experi-
ence lower birth rates. The Bureau of Labor Statistics predicts that 70 million Americans will 
retire between 2010 and 2020 while only 40 million will enter the workforce. By 2020, a key 
age group of employees, age 25 to 44, will fall by 3 percent while those age 55 to 64 will grow 
by 73 percent and those 65 and older will grow by 54 percent. The aging workforce is a global 
issue—by 2050, China is expected to have more people over the age of 65 than will the rest of 
the world combined.

The aging workforce will affect jobs ranging from the entry level to the executive suite. As 
a result, some organizations might have to scale back or pass up expansion opportunities if they 
are unable to staff their companies. For example, a manufacturing organization that can’t hire 
the workers it needs to execute its labor-intensive strategy might be forced to change its business 
strategy—say, by adopting slower growth goals or manufacturing products that can be produced 
by a labor force with more readily available skills. Alternatively, the firm might need to invest in 
equipment automating the manufacturing processes to reduce its need for skilled workers.

Strategic Workforce Planning at Black Hills Corporation

The 130-year-old South Dakota–based energy conglomerate Black Hills Corporation employs approxi-
mately 2,000 employees around the world.1 The company knows that accurate workforce planning is 
critical to its future effectiveness. The problem is that the average age of its line and operations techni-
cians and other key employees increased from 45 to 50 after a recent acquisition. With close to a quarter 
of its workforce now eligible to retire within seven years, the company recognizes that it may have 
trouble meeting its obligation to provide gas and electric power with minimal disruptions.2

Black Hills needs to determine how many employees will retire in a year, the types of talent needed 
to replace them, where these new hires will come from, and how much training new hires will need 
to safely assume their new jobs. The company’s ultimate goal is to find and recruit qualified people, 
ensure they become productive within the organization as quickly as possible, and retain them. To keep 
its business sustainable and execute its growth strategy, Black Hills asks for your advice about how it 
can meet its staffing goals. After reading this chapter, you should have some good ideas to share with 
the company.
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The competition for good employees is particularly fierce for smaller companies, who, 
despite providing the majority of new jobs in the United States,8 have a more difficult time hir-
ing in general. Forecasting and planning let firms better manage talent shortages and surpluses. 
By understanding business cycles, the business needs of their firms, the current talent in their 
firms, and the pipelines for finding future talent, HR professionals can proactively reduce the 
impact the greater competition for talent will have.

Workforce planning is a strategic process that allows an organization to predict and man-
age its talent supply and demand. The goal of this process is to enable the organization to attain 
its business goals and execute its strategy. Because business leader input is as important as HR 
input, workforce planning is an organizational initiative, not something solely done by HR.

Despite the clear advantages of forecasting and planning, many organizations respond to 
their staffing needs reactively rather than proactively. In other words, they do little planning and 
simply work to fill positions as they open up. Jim Robbins, the former president and CEO of Cox 
Communications, put it this way: “We spend four months per year on the budget process, but we 
hardly spend any time talking about our talent, our strengths and how to leverage them, our talent 
needs and how to build them. Everyone is held accountable for their budget. But no one is held 
accountable for the strength of their talent pool. Isn’t it the talent we have in each unit that drives 
our results? Aren’t we missing something?”9

At Corning, a leader in specialty glass and ceramics, talent planning is the “bridge that 
translates business strategy into talent strategy.”10 Corning knows that its talent portfolio influ-
ences its success. Over- or understaffed units affect the company’s cost structure, cash flow, 
and ability to deliver its products. The wrong skill mix can mean missed market opportunities if 
the workforce is underskilled or, if the workforce is overskilled, cost structures that undermine 
profitability. To keep its skill mix optimized, every spring Corning models its future talent needs 
across multiple scenarios and then analyzes strategies to close any gaps.11

In this chapter, we discuss the importance of understanding the organization’s business 
strategy, goals, and competitive environment to identify what talents the firm will need. Ensuring 
that the right people are in place at the right time requires forecasting the firm’s labor demand 
and maintaining an awareness of the relevant pipelines for its labor supply. Action plans can then 
be developed to address any gaps between the two. After reading this chapter, you will have a 
good understanding of the workforce forecasting and planning process.

The Workforce Planning Process

The workforce planning process, which is illustrated in Figure 5-1, typically includes the follow-
ing five steps:

 1. Identify the firm’s business strategy. A firm’s strategic vision, mission, and strategy 
affect its current and future staffing requirements by influencing the types and numbers of 
employees needed.

 2. Articulate the firm’s talent philosophy and strategic staffing decisions. As you learned 
in Chapter 2, firms differ in their commitment to things like promoting workers, retaining 
workers, and their preferences for hiring people with certain skills or training them after they 
are hired. Because these factors influence the nature of the firm’s future labor supply and the 
type of workers it will need, they are important to understand when forecasting and planning.

 3. Conduct a workforce analysis. Forecast both labor demand and labor supply and iden-
tify any gaps between the two.

 4. Develop and implement action plans. Develop action plans to address any gaps between 
labor demand and labor supply forecasts. The plans should be consistent with the firm’s 
talent philosophy, and can include both short- and long-term recruiting, retention, com-
pensation, succession management, and training and development plans. For example, 
addressing the issues related to an aging workforce or a workforce with many employees 
who are roughly the same age might require longer-term action plans.

 5. Monitor, evaluate, and revise the forecasts and action plans. Evaluate how effective 
the firm’s workforce plan has been in terms of meeting the company’s recruiting and hir-
ing goals. As the business environment changes, the firm’s forecasts and action plans may 
need to change, too.
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Forecasting is not an exact science, and it is rare for a forecast to be exactly right. Given 
this uncertainty, it is usually best to construct estimates as a range—with low, probable, and 
high estimates—and then recalculate those estimates as the organization’s internal and external 
environments change, along with the firm’s assumptions about its workforce needs. Creating 
and implementing workforce plans is easier in more stable organizations and more challenging 
when a company faces rapidly changing conditions. With that said, the firms experiencing rapid 
changes will find planning the most valuable because it can guide their recruiting and hiring 
actions in the face of uncertainty.12

The time frame for workforce planning should reflect the length of the business planning 
cycle. Short-term workforce planning involves planning sourcing, recruiting, development, and 
separation activities the firm needs to do in the coming year. By contrast, long-term workforce 
planning involves doing the same activities but for a multiyear period.13

At the very least, workforce planning should be done for those positions throughout the 
organization whose execution is considered critical for the success of their units and the firm as 
a whole. If innovation and intangible assets, such as knowledge or creativity, generate a firm’s 
competitive advantage, then top managers and knowledge workers are essential. If an organiza-
tion’s competitive advantage is based on service, its success depends on the quality and perfor-
mance of its customer-facing employees.14 The accurate identification of these key positions is 
extremely important, as their being vacant or poorly staffed can affect the organization’s ability 
to perform. Critical jobs and roles can occur at any organizational level. For example, think 
about what the most critical jobs might be in a hotel. You might have thought of the manager, or 
even the front desk staff who set the tone for guests’ experiences. In fact, repeat business in the 
hotel industry is driven more by room cleanliness than by guests’ interactions with front desk 
staff, making the housekeeping staff critical for creating a competitive advantage.15 Positions in 
which top performers significantly outperform average performers can also be important for a 
firm’s workforce planning. Ensuring that the most effective and productive people possible are 
placed into these positions can positively affect a company’s bottom line.

Next, we discuss how an organization can forecast the future demand for its products and 
services, which, in turn, will affect its demand for labor.

forecasTing a firm’s labor DemanD

An organization’s product demand directly affects its need for labor. On the one hand, if an orga-
nization is experiencing growing demand for what it does or makes, unless it plans to increase 
the automation of its manufacturing processes, it will probably need to hire more people to meet 
the increased demand. Even if the organization does plan to automate, the process of doing so is 

Identify the Firm’s
Talent Philosophy

and Strategic
Staffing Goals

Forecast the Firm’s Demand 
for Labor

Identify Gaps

Develop
Action

Plan(s) to
Address

the
Forecasted
Talent Gaps

Monitor,
Evaluate,

and Revise
the

Forecasts
and Action

Plans

Business Strategy
Forecast the Supply of Labor

Available in the Market

figure 5-1 The Workforce Planning Process
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likely to increase the firm’s demand for people with different types of talent—people able to use 
and maintain the new machinery or technology, for example. On the other hand, if the demand 
for the organization’s products or services is decreasing, the company’s need for employees is 
likely to fall, perhaps to the point that it needs to downsize, or lay off, employees. When the 
demand for goods weakens during recessions, many employers downsize their workforces.

Accurately forecasting business activity requires identifying key business activity  factors, 
identifying quality sources of relevant forecasting information for those factors, and utilizing 
these sources to compile complete, accurate, and timely data. For example, Con-way Freight 
compiles monthly forecasts of customer demand, productivity goals, and scheduled and unsched-
uled absences to project hiring needs one to three months in advance.16 This enhances Con-way’s 
recruiters’ ability to recruit and onboard the needed drivers, which can take one to three months.

The time frame for a business activity forecast is at the discretion of the organization. 
It may make sense for organizations in relatively stable, predictable environments to make 
 five-year or even 10-year forecasts. Organizations in more dynamic, unpredictable environ-
ments may have great difficulty making reasonably accurate business forecasts for periods 
greater than 6  to 12 months out. Forecasts are best treated as dynamic estimates, and should 
be revisited and updated regularly as assumptions and environmental conditions change. 
Constructing short-, mid-, and long-range estimates is also useful because long-range forecasts 
are likely to be less accurate than short-range estimates due to the increased likelihood of envi-
ronmental and organizational changes in the long term.

There are many external sources of information firms can tap into to forecast the demand 
for their products. Next, we will discuss five of the most common types of information that can 
be used to evaluate general business trends in the economy: seasonal factors, interest rates, cur-
rency exchange rates, competitive changes, and industry and economic forecasts.

seasonal forecasts

For some organizations, business demands are seasonal and predictable. For example, United 
Parcel Service experiences a sharp increase in shipping volume from November to January every 
year due to holiday shipping demand. Landscaping firms know that they will need more work-
ers in the spring and summer than in the winter. Because this increased seasonal demand occurs 
every year, it can be anticipated. For many organizations, business cycles are much less predict-
able. Occasional spikes and dips in the demand for an organization’s products or services can be 
harder to forecast, but the better an organization can anticipate them, the better it will be able to 
have an appropriate workforce in place as needed.

interest rate forecasts

Interest rate forecasts can project the likelihood that the organization will need or be able to build 
new plants and increase production in the near future. Higher interest rates discourage capital 
investment by making it more expensive for organizations to borrow money to fund their expan-
sion plans. Higher interest rates make it more expensive for consumers to borrow money as well. 
As a result, product demand tends to decline when interest rates rise. By contrast, when interest 
rates fall, product demand rises. Rising interest rates generally suggest that the demand for labor 
will fall, whereas falling interest rates generally suggest that the demand for labor will rise. For 
example, when interest rates fall, the demand for homes tends to increase, increasing the demand 
for skilled trade workers and mortgage specialists.

currency exchange rate forecasts

For many companies, especially global ones, exchange rate forecasts are useful for forecasting 
business activity. If a country’s currency is strengthening against other currencies, it means that 
one unit of the country’s currency translates into greater amounts of the foreign currency than 
when the country’s currency was weaker. This means that the country’s companies can import 
goods and materials more cheaply because one unit of the domestic currency buys more foreign 
goods than it used to. However, this also means that country’s products are more expensive 
overseas. For example, when the New Zealand dollar strengthened against the U.S. dollar, Jack 
Links, a New Zealand beef jerky maker, was forced to cut two-thirds of its workforce because it 
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became cheaper for the company’s biggest U.S. customer to buy its jerky from Brazil.17 Likewise, 
if a U.S. company does a lot of business internationally, a strengthening U.S. dollar usually 
translates into lower international demand for the firm’s products and lower labor demand for 
the firm. What do you suppose happens when a country’s currency weakens? As a country’s 
 currency weakens, the relative prices of its exported goods fall. The international demand for the 
country’s products rises as a result, as does the country’s demand for labor. Exchange rates can 
be volatile and difficult to predict in the long term. The more stable the exchange rate, the more 
accurate and useful the firm’s product demand and labor forecasts will be.

competition-based forecasts

If new competitors enter an industry, customers will have greater product choices, which will 
tend to dilute the demand for any one company’s products or services. For example, in the face 
of increased competition from foreign carmakers, many U.S. carmakers, including GM and 
DaimlerChrysler, experienced declining demand for their products and downsized their work-
forces. Alternatively, if a firm leaves a market, then its surviving competitors might experience 
greater demand for their products or services.

industry and economic forecasts

The information relevant to making a forecast is likely to differ for different companies and 
different industries. The Conference Board’s Index of Leading Indicators, a commonly used 
barometer of economic activity over three to six months, presents a relatively broad picture 
of the economy. As such, the index can help identify trends leading to economic recessions or 
recoveries. The monthly Conference Board Consumer Confidence Index measures consumer 
sentiment by asking survey respondents questions about their perceptions of their job security 
and willingness to spend money. This index also can help predict future economic activity and 
thus demand for a company’s products or services and associated labor needs.

Additional economic indicators include gross domestic product (GDP), the business inven-
tories and sales ratio tracked by the Department of Commerce, and the Purchasing Managers 
Index issued monthly by the Institute for Supply Management. Disappointing corporate earnings 
preannouncements from a firm’s own customers can also suggest a declining demand for its prod-
ucts. Industries often have their own forecasts as well. The National Restaurant Association’s 
annual industry forecast is one example. An organization can analyze its past product demand 
with regard to these indicators to identify which ones tended to accurately predict changes in its 
business activity, and then use that information to forecast the company’s future labor demand.

legal factors

New legislation can also influence labor demand. The employer health insurance mandate in 
the 2010 Patient Protection & Affordable Care Act, also called Obamacare, requires employers 
with at least 50 full-time employees to provide government-approved, affordable health insur-
ance to at least 95 percent of their employees and dependents beginning in 2014. If any of those 
employees receives government health insurance subsidies, the IRS will fine the employer up to 
$2,000 per employee. This is expected to affect staffing models, particularly for service jobs, and 
boost the temporary staffing industry as employers try to stay under 50 employees.18 Employers 
may impose strict limits on the duration of temporary worker assignments or send jobs overseas 
to avoid being affected by this law.

other factors

Additional factors can also indicate changing demand for the organization’s products and ser-
vices and the need for changes in the workforce. Some other factors that often cause companies 
to change the size of their workforce include:

•	 An	increase	or	decrease	in	consumer	spending
•	 An	increase	or	decrease	in	the	unemployment	rate
•	 An	increase	or	decrease	in	the	disposable	income	of	consumers
•	 Increased	or	decreased	purchases	of	durable	goods
•	 Increased	or	decreased	housing	purchases
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Many firms start hiring as soon as the economy begins expanding so that new employ-
ees will be well trained and productive by the time the increased economic growth generates 
increased business activity for the firm. Some information the firm needs to forecast its sales can 
be generated internally. For example, by tracking a firm’s incoming orders, managers can get an 
idea about what the likely order volume will be in the next month or quarter. Similarly, a com-
pany entering or exiting a particular line of business will know that its labor needs are likely to 
change accordingly. In other words, the firm will generate its forecasts based on its own internal 
business needs.

internal forecasting Tools

A firm can also forecast its labor demand, depending on the goals it has generated internally, 
which might include the following:

•	 Achieving	the	staffing	levels	the	firm	needs	to	generate	a	given	amount	of	revenue	within	a	
particular period of time (e.g., hiring enough salespeople to generate $5 million in  revenue 
within six months)

•	 Increasing	the	firm’s	staffing	levels	to	execute	a	growth	strategy
•	 Decreasing	the	firm’s	staffing	levels	during	a	restructuring
•	 Obtaining	the	new	talent	the	firm	needs	to	create	new	products	or	provide	different	services

To better size their sales forces in each of their sales channels, companies, like Whirlpool, 
calculate the investment in human resources required to reach their optimum profit level. Sizing 
analyses and statistical models can identify if a company is slightly overstaffed in one area or has 
untapped potential in another. It is a good idea to identify the minimal as well as optimal staffing 
levels the firm needs to meet its goals.

The most important labor demand forecasts are those for the positions and skills that will 
be central to the organization’s intended strategic direction. For example, assume an organiza-
tion is experiencing slow growth in its bricks-and-mortar facilities, but it is intending to roll out 
a new Web-based initiative for selling its product line. The firm’s labor forecasts might indicate 
that its overall hiring will stay relatively flat. However, in light of the new strategic initiative, 
the company obviously will need experienced IT specialists, computer technicians, and software 
writers. It will also need customer service employees who are technologically competent. If it 
cannot hire these people, then the new Web-based initiative is likely to fail.

There are many ways to forecast labor demand, and next, we will discuss four of the most 
common ones: ratio analysis, scatter plots, trend analysis, and judgmental forecasting.

raTio analysis The estimated level of business activity of the firm can be converted into 
the number of employees the company will need to attain this level of productivity by using past 
staffing ratios. A staffing ratio is a mathematical way of calculating the number of employees 
a firm needs to produce certain levels of output. A firm can then “index” the number of people 
it seeks to employ with the business metric. For example, a law firm might index the number of 
paralegals to the number of attorneys based on a staffing ratio of 3:2. In other words, the firm 
needs three paralegals for every two attorneys. At United Parcel Service, every 22 packages that 
cross a border support one job in its package operation.19

A ratio analysis assumes that there is a relatively fixed ratio between the number of 
employees needed and certain business metrics. Using historical patterns within the firm helps to 
establish a reasonable range for these ratios. Of course, the process can be used for either justify-
ing new positions or demonstrating the need for layoffs.

For example, assuming that a manufacturing facility has 100 employees and produces 
$20,000,000 of product annually, then the firm’s production-to-employee ratio is $200,000:1. 
For every additional $200,000 of product the company wants to produce, it should hire an addi-
tional worker. Because some economies of scale will result from the expansion that will reduce 
the number of employees needed, organizations should consider their unique situation and adjust 
their forecasts accordingly.

Other ratios that can be used in estimating target headcount levels include:

•	 Revenue	per	employee
•	 Managers	to	employees

stAffIng rAtIo

a mathematical way of calculating the 
number of employees a firm needs to 
produce certain levels of output
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•	 Inventory	levels	to	employees
•	 Store	size	to	employees
•	 Number	of	customers	or	customer	orders	to	employees
•	 Labor	costs	to	all	production	costs
•	 The	percentage	utilization	of	production	capacity	to	employees

If an organization expects its employee-productivity ratio to remain stable over the fore-
casting period, then simply applying the past ratio of employees to the productivity that’s been 
forecasted for the upcoming period can be adequate. However, if the organization is experienc-
ing a change in productivity per employee, due to technology, training, restructuring, and so on, 
then the application of past ratios such as this is inappropriate. Managers will often have a good 
idea of how estimates need to be adjusted, and their expertise should be incorporated into the 
process. In entirely novel situations for which past ratios do not exist, the only way to generate 
a reasonable staffing forecast is to rely on the judgment of the firm’s managers. Although ratio 
analyses are limited to one predictor of labor demand at a time (labor hours per unit produced, 
for example), more advanced statistical techniques such as a regression analysis can be used 
to incorporate multiple predictors. For example, a regression analysis that incorporates sales 
forecasts, store sizes, mall traffic, and seasonal trends can be used to forecast the number of 
employees needed in a retail store. Of course, the underlying data used to construct any ratio or 
regression analysis must be credible and reliable. Otherwise, the forecast will not be accurate.

Forecasting labor demand in small- and medium-size organizations can be more difficult 
because historical trends are likely to be more variable and because there is typically less his-
torical information from which to draw. Additionally, adding one new person in a 10-employee 
company means expanding the workforce in 10 percent increments, which may not correspond 
to the growth rate of the business. Companies of all sizes often prefer to hire temporary or con-
tingent workers until they are sure they need the additional employees.

scaTTer PloTs scatter plots show graphically how two different variables—say, revenue 
and salesperson staffing levels—are related. For the purposes of forecasting labor demand, scat-
ter plots help firms determine if a factor has historically been related to staffing levels. This 
information is then used to determine what staffing levels should be changed as the factor 
changes. This is related to correlation coefficients and regression analysis, which are discussed 
in Chapter 8.

Assume that new housing developments are being built in the area served by Ambulance 
Express, a private ambulance service. The company wants to forecast its future requirements for 
ambulance drivers and knows that the more people living in its service area, the more drivers it 
will need to meet the community’s needs. The staffing expert first collects data from six other 
ambulance services in the state to learn their number of ambulance drivers as well as the popula-
tions in their service areas. Table 5-1 summarizes these numbers.

Figure 5-2 shows these two sets of numbers graphically in a scatter plot. The population 
served by the various ambulance services is indicated on the horizontal axis, and the correspond-
ing number of ambulance drivers employed by each of the companies is indicated on the verti-
cal axis. Each point on the graph reflects one company. Notice that a nearly straight line can be 
drawn between the points, as we have done on the graph. This leads us to conclude that there is a 

sCAtter plots

a graphic that shows how two different 
variables are related

TaBle 5-1   The Population Served as It Relates to the 
Required Number of ambulance Drivers

Population Served Number of ambulance Drivers

12,500 2

25,000 5

30,000 5

35,000 6

50,000 10

60,000 11
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direct, if not perfect, relationship between the two factors—that is, the number of people that can 
be served is directly related to the number of ambulance drivers. Therefore, the line can be used 
to predict the different staffing levels needed to serve the different population levels: Ambulance 
Express anticipates serving 43,000 people within two years. Starting on the horizontal axis, we 
located the point that reflects 43,000 people and then drew a dotted vertical line over to the solid 
diagonal line. From this point on the solid diagonal line, we drew a dotted horizontal line left to 
the vertical axis. The staffing level at which this horizontal line touches the vertical axis is the 
estimated number of ambulance drivers Ambulance Express will need. In this example, servic-
ing 43,000 people will require eight drivers.

TrenD analysis trend analysis involves looking at past employment patterns—the 
employer’s, the industry’s, or even the nation’s patterns, for example—and using those patterns 
to predict a firm’s future labor needs. For example, if a company has been growing 5 percent 
annually for the last eight years, it might assume that it will experience the same 5 percent annual 
growth for the next few years. In other words, any employment trends likely to continue can be 
useful in terms of forecasting a firm’s future labor demand.

Figure 5-3 illustrates a trend analysis using a hypothetical example of a hospital’s number 
of nurses educated internationally versus domestically from 2006 through 2013. The trend lines 
show that the number of domestically educated nurses has been steadily declining, and the number 
of internationally educated nurses has been steadily increasing over the last seven years. If it had 
been tracking these trends, the hospital might have decided to scale up its international recruiting 
efforts in time to manage this transition to a more internationally educated nursing force.

Valero Energy Corporation used historical trends to accurately forecast its talent demand 
by division and title three years in advance. By putting five years of historical people records into 
a database, the company developed a series of mathematical algorithms used to do a trend analy-
sis. The analysis allowed the company to predict its turnover by location, position type, salary, 
employee tenure, and division.20 Although this example shows that it can be done, trend analysis 
is rarely used by itself to make labor demand forecasts. So many factors can affect a company’s 
staffing needs, including the firm’s competition, economic environment, and changes in how the 
company gets its work done (automation might improve its productivity, for example), that the 
method can be difficult to use alone.

JuDgmenTal forecasTing Instead of trying to identify past relationships between staff-
ing levels and various factors as we did with the previous methods, judgmental forecasting 
relies on the experience and insights of people in the organization to predict a firm’s future 
employment needs. Asking managers and supervisors about what they believe future staffing 

figure 5-2 An Example of a Scatter Plot: The Relationship between the 
Population Served and the Number of Ambulance Drivers

trenD AnAlysIs

using past employment patterns to 
predict future needs
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and employee skill levels can be is very insightful. Managers are often aware of what is going 
on in the lives of their subordinates and may be able to provide reasonably accurate predictions 
of their future labor supply. Likewise, managers are often aware of the retirement eligibility and 
intentions of their staff and can use this information to project likely talent losses several years 
into the future.

Judgmental forecasting can be top-down, in which case the organization’s leaders rely on 
their experience and knowledge of their industry and company to make predictions about the 
firm’s future staffing levels needs. The estimates the top managers come up with then become 
staffing goals for lower-level managers in the organization. In some cases, particularly when 
companies are facing financial difficulties or restructuring, budgets may determine the firm’s 
“headcount,” or number of employees. Bottom-up judgmental forecasting uses the input of 
lower-level managers to estimate the firm’s total staffing requirements. Each manager estimates 
the number of employees he or she needs to execute the firm’s strategy. The estimates are con-
solidated and modified as they move up the organization’s hierarchy to the firm’s top managers, 
who then review and formalize the estimate.

Because historical trends and relationships can change, it is usually best to supplement the 
more mechanical ratio, scatter plot, and trend forecasting methods with managerial judgment. 
The mechanical methods can be used as a starting point to make the estimates, and then manag-
ers can use their judgment to modify the estimates.

reTurn on invesTmenT analysis It is possible to estimate the return on investment from 
adding a new position based on the costs and outcomes resulting from that new hire. The first 
step is to assign dollar values to the benefits expected from a new hire for the period of time 
most appropriate for the position and the organization—it could be a month, a quarter, or a year. 
How much revenue during the period will be directly generated as a result of this position? How 
much money per period will this position save the organization in terms of increased efficiency, 
and how much value will it add in greater productivity, quality, or customer service? The sum of 
these figures is the value of adding this position.

Next, the costs to advertise the position, interview and screen candidates, pay for their 
travel, and relocate, train, and compensate them is calculated. This is the initial investment the 
company has made in the new hires, which should then be divided into the value the new hire(s) 
brings to the company and multiplied by 100 to determine the firm’s percentage return on its 
investment.

For example, assume a store’s new furniture salespeople generate an average of $60,000 
in profit their first year. In addition, the reduced workload on the rest of the sales staff improves 
their efficiency and ability to provide high-quality customer service by 5 percent. This is worth 
an additional $15,000 to the company. If the cost of hiring and training a new salesperson is 

figure 5-3 Domestically and Internationally 
Educated Nurses (2006–2013)

juDgMentAl foreCAstIng

relying on the experience and insights 
of people in the organization to predict 
a firm’s future employment needs
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expected to be $7,000, and his or her salary is $25,000 before commissions, the return on invest-
ment of hiring an additional salesperson is predicted to be 234 percent.

100 * [($60,000 + $15,000)/($7,000 + $25,000)] = $75,000/$32,000 = 234% ROI

Companies can incorporate other human resource data into their models, depending on 
what they want to forecast. Oil company Saudi Aramco’s workforce projections include the 
corporate resources required to recruit, hire, and train new staff and to mentor employees during 
their careers.21 3M provides its business leaders information about important trends, and coun-
try-by-country comparisons of skills gaps, workforce demographics, productivity, and return on 
human capital investments.22

Many employers, particularly retailers, mistakenly treat labor costs as an easy target when 
cost cutting is needed, rather than treating employees and sufficient staffing levels as an invest-
ment that contributes directly to the company’s performance. When Home Depot tried to boost 
profits by cutting staff and relying more heavily on part-time workers, customer satisfaction and 
sales growth fell. Similarly, Walmart’s staff reduction efforts led to operational problems includ-
ing understocked shelves, which led to decreased sales. Because Walmart links the number of 
hours for which managers can schedule employees to sales performance, declining sales can trig-
ger a spiral of lower staffing levels, further customer service and sales declines, and additional 
cuts in work hours and headcount.23

forecasTing a firm’s labor suPPly

Strategic staffing requires firms to keep their fingers on the pulse of their labor markets. 
Therefore, understanding current and future skill and competency trends in the labor market 
is crucial. Information about the number and quality of employees likely to be available to an 
organization when it needs them should be considered while the organization is in the process of 
formulating its business strategy. For instance, attempting to grow a fiber optics firm by 20 per-
cent a year might not be possible if there aren’t a sufficient number of fiber optics engineers and 
technicians in the labor pool willing to work for salaries the firm is able to pay. It is obviously 
best for an organization (especially small firms that have a harder time attracting candidates) 
to have a reasonable estimate of the projected availability of talent for its key positions before 
developing a strategy that depends on this talent pool. The organization’s internal and external 
labor markets will influence these estimates. We will discuss each one next.

forecasting the internal labor market

To determine the likely supply of a firm’s internal talent at a future point in time, subtract the 
number of employees the firm anticipates losing via promotions, demotions, transfers, retire-
ments, and resignations from the number of employees in the position at the beginning of the 
forecasting period. Then add any anticipated talent gains for the position from transfers, promo-
tions, and demotions to the internal labor supply forecast. In tighter labor markets when workers 
are harder to find, more employees than usual may leave the organization to pursue other oppor-
tunities. Fewer employees may leave during looser labor markets when jobs are less plentiful.

Analyzing a company’s demographic mix and current turnover rates can help managers 
forecast how many current employees are likely to still be in the company’s workforce at a given 
forecasting date. An organization that expanded rapidly in the past may find that a particularly 
large cohort of employees hired at roughly the same time will be retiring at about the same time, 
for example. This, of course, will mean that the firm will have to hire a large number of new 
employees to replace them. Given their better knowledge of their subordinates, supervising man-
agers may also be able to reasonably estimate the percentage of their current workforce likely 
to be with the organization at some specified date in the future. Transition analysis, managerial 
judgment, talent inventories, and replacement charts are some of the methods that can be used to 
forecast internal talent resources, and will be explained next.

TransiTion analysis A quantitative technique called a transition analysis (also called 
Markov analysis) is a simple technique that can be used to analyze a firm’s internal labor 
 markets and forecast its internal labor supply. Conducting a transition analysis can also help 

trAnsItIon AnAlysIs

a quantitative technique used to 
analyze internal labor markets and 
forecast internal labor supply
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hiring managers answer applicants’ questions about their potential paths for promotion and the 
firm’s upsizing or downsizing plans.

Figure 5-4 shows how a transition analysis works. Managers first identify all of the 
 positions in the company that feed employees into the target position and to which employees 
in the target position tend to be promoted, demoted, or transferred. Ideally, all of the employees 
entering and leaving the target job are tracked so that the transition probability matrix is as accu-
rate as possible. The cells in the transition probability matrix contain the percentage of employ-
ees staying in the same job, moving to a different job in the company, or exiting the company.

As a numerical example, assume that it is the beginning of 2014, and the company needs 
to forecast the likely number of customer service representatives its call center will have at the 
beginning of 2015. Table 5-2 shows the transition probabilities—that is, the likelihood of people 
staying in their current position or moving—for four jobs reflecting three job levels in the orga-
nization based on data from the one-year period from January 1, 2013, to January 1, 2014.

Full- and part-time customer service representatives are at the entry level, supervisors are 
at the middle job level, and managers are at the third job level. The last column identifies the 
number of employees currently working at each job at the beginning of 2014. The transition 
probabilities are in the third to seventh columns of the matrix, and reflect the probability that an 
employee who begins the year employed in the job identified to the left will be employed in the 
job identified at the top of the column or will have exited the organization by the end of the year. 
The numbers on the diagonal (in bold) reflect the probability that an employee who begins 2014 
in the job named to the left will still be in that job one year later.

A transition probability matrix is presented in Table 5-2. Reading across the first row 
indicates that 40 percent of the employees who begin 2014 as full-time customer service repre-
sentatives are likely to still be working as customer service representatives at the beginning of 
2015. Ten percent of the employees who begin the year working as a full-time customer service 
representative are likely to end the year working as a part-time customer service representative, 
and 10 percent are likely to have been promoted to supervisor. None of the employees beginning 

figure 5-4 The Transition Analysis Process Illustrated

TaBle 5-2  an example of a Transition Probability Matrix

Transition Probabilities (2013–2014) Current (2014)

Job Category (1) level (2) FTCSR (3) (%) PTCSR (4) (%) SUP (5) (%) MGR (6) (%) exit (7) (%)
Number of 

employees (8)

Full-Time Customer Service 
Representative (FTCSR)

1 40 10 10  0 40 400

Part-Time Customer Service 
Representative (PTCSR)

1 20 50  5  0 25 150

Supervisor (SUP) 2  5  0 85  5  5  75

Manager (MGR) 3  0  0  0 65 35  20
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the year as a full-time customer service representative can be expected to be a manager by the 
end of the year. The “Exit” column reflects the percentage of employees in each job that can 
be expected to have left the company by the end of the year. In this case, the turnover rate has 
been 40 percent among full-time customer service representatives, 25 percent among part-time 
customer service representatives, 5 percent among supervisors, and 35 percent among managers. 
When reading the table it is helpful to remember that for each cell the job identified at the begin-
ning of the row is the relevant starting position (at the beginning of the time period captured by 
the matrix), and the job identified at the top of the column is where employees end up at the end 
of the time period captured by the matrix.

The bottom row of Table 5-3 shows the forecasted employees in each of the four jobs at 
the beginning of 2015. The numbers in Table 5-3 come from multiplying the current number of 
employees in each job by the transition probability in the corresponding cell in Table 5-2. For 
example, multiplying the 400 current full-time customer service representative employees by 
.40 (40 percent) gives us an estimate of 160 of those 400 employees being in the same job at the 
beginning of 2015. Multiplying 400 by .10 (10 percent) gives us an estimate of 40 full-time cus-
tomer service representatives becoming part-time customer service representatives by 2015, and 
40 being promoted to supervisor. None of the 400 are expected to be promoted to a manager’s 
position by 2015 (400 × 0). In the second row, multiplying the 150 part-time customer service 
representatives by .20 gives us an estimated 30 still in the same job in 2015, and multiplying 
150 by .50 gives us an estimate of 75 of them becoming full-time customer service representa-
tives by 2015. Multiplying 150 by .05 gives us an estimate of approximately eight of the part-
time customer service representatives being promoted to supervisor by 2015, perhaps due to the 
completion of a degree. The numbers in bold on the diagonal reflect the number of people in 
each job in 2014 expected to be in the same job at the beginning of 2015. In the bottom row of 
the table are the column sums (in bold), which represent the total number of people forecasted to 
be in the job identified at the top of the column in 2014. In this case, the company can expect to 
enter 2015 with 194 full-time customer service representatives, 115 part-time customer service 
representatives, 112 supervisors, and 17 managers, based on the transition probabilities. A total 
of 207 employees will have left the organization.

Predicted shortages and surpluses can be easily calculated by subtracting current employee 
counts from estimated employee counts. If the company expects to maintain its current staffing 
levels, it is likely to have to hire from outside the organization for three of the four positions (206 
full-time customer service representatives, 35 part-time customer service representatives, and 
three managers). For supervisors, however, the company can anticipate having 112 compared 
to its current number of 75. This suggests that it may be facing a surplus of 37 supervisors if the 
firm’s internal movements and quit rates continue. This could give the firm the opportunity to 
expand because the company will have a surplus of supervisors. Or it could mean that alternative 
promotion paths have to be considered for them or that their promotion rates need to be reduced 
to prevent the surplus.

TaBle 5-3  Forecasting employees Using the Transition Probability Matrix

Forecasted employees for 2015 Current (2014)

Job Category (1) level (2) FTCSR (3) PTCSR (4) SUP (5) MGR (6) exit (7)
Number of 

employees (8)

Full-Time Customer Service 
Representative (FTCSR)

1 160  40  40  0 160 400

Part-Time Customer Service 
Representative (PTCSR)

1  30  75   8  0  37 150

Supervisor (SUP) 2   4   0  64  4   3  75

Manager (MGR) 3   0   0   0 13   7  20

Forecast for 2015 194 115 112 17 207

206 Deficit 35 Deficit 37 Surplus 3 Deficit exits
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In this example, the transition probabilities are based on the movements of employees 
for the year 2013 to 2014, but any meaningful period can be used. Some organizations face 
 environments that are relatively stable, and will find that their transition probabilities stay 
 relatively  constant over time. In this case, more accurate transition analysis results can be 
obtained by looking at longer time frames. Other organizations will experience fluctuations in 
employee movements that make it difficult to identify relevant probabilities. In such a case, the 
most accurate transition analysis results are likely to come from transition probabilities derived 
from relatively short periods of a few months rather than a year or more. Because it’s hard to 
make accurate estimates based on small numbers, a transition analysis is most useful for larger 
employers. It is less effective for very small employers. Managers can also use their judgment 
to adjust the probabilities based on, say, the company’s growth rate. In this case, they would 
recalculate the employee deficits and surpluses upward or downward by the percentage growth 
rate they expect the business to experience. For example, if the workforce is expected to grow by 
10 percent then the required employee levels for full- and part-time customer service representa-
tives would be 440 and 165, respectively.

Like any forecasting technique, a transition analysis has some limitations.24 Multiple 
moves—for example, a person being promoted twice in the same period—cannot be accounted 
for. Thus, it is best to keep the time interval used to calculate the transition probabilities to two 
years or less. If any reason can be identified for why past patterns of employee movements will 
change, say, due to an expected pay increase or surge in employee retirements, these expecta-
tions should be factored into the transition probabilities. In some cases, past trends will not be as 
accurate as managers’ estimates are. This is particularly true if new strategic directions are being 
considered. Also, if only a few people moved into or out of a job the transition probability esti-
mate might be unstable and subject to error. A transition analysis also assumes that all employ-
ees in a job have an equal probability of movement, which of course, isn’t likely to be the case.

Despite the limitations we’ve noted previously, a variety of organizations, including police 
departments, retail companies, high-tech companies, and the military successfully use the tech-
nique to forecast their internal labor supply. Like budgeting, forecasting is an imperfect science. 
Nonetheless, it is generally useful and certainly far better than doing nothing at all. Again, because 
of the uncertainties involved with forecasting, entering both conservative and optimistic estimates 
to produce a forecasted range is likely to be more useful than trying to pinpoint an estimate.

The primary limitation of all forecasting techniques is that they rely on historical patterns 
and activity levels. If the environment changes, past patterns may no longer hold. For example, 
if the unemployment rate is increasing, employees may be less likely to leave the company than 
they were in previous years when it was easier to find another job. On the other hand, decreas-
ing unemployment rates might indicate other employment opportunities exist and lead to an 
increase in the number of employees quitting their jobs. This may also make it harder for firms 
to attract sufficient numbers of qualified applicants. In this case, changes in an organization’s 
compensation policy to offer above-market wages can help the firm retain its employees, thereby 
 increasing the organization’s internal labor supply. Likewise, if an organization’s required com-
petencies change, its ability to meet its future staffing requirements internally will be hampered 
if its current employees don’t possess those competencies.

TalenT invenTories anD rePlacemenT charTs Forecasting the likely number of 
employees that will be available at a given time is only half of the picture. It is also important 
to identify which current employees might be qualified for the anticipated job openings. This 
requires gathering information about employees’ skill sets and qualifications. Although identify-
ing some candidates might be easy, identifying as many qualified employees as possible requires 
more formal planning.

Manual or computerized talent inventories are detailed records or databases that summa-
rize each employee’s skills, competencies, education, training, languages spoken, previous per-
formance reviews, and chances of being promoted. As such, a talent inventory can be a powerful 
tool for quickly getting the right talent in the right place when it is needed. The New York State 
Department of Taxation and Finance used an inventory system to reassign employees whose 
jobs were being eliminated. By allowing employees’ educational and experiential backgrounds 
to be quickly matched with the minimum qualifications for jobs in various state agencies, the 
inventory allowed most displaced employees to be placed in other jobs within six weeks.25
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Many companies employ immigrants in relatively low-skilled jobs, despite the fact that 
the employees graduated from universities in their homelands and have higher-level skills. Once 
their English improves, these employees can often move into more appropriate roles in the com-
pany, but only if the firm knows about their qualifications. Talent inventories help to track this 
information.

Computerized systems and human resource information systems that track the labor sup-
ply and talent inventories of firms can make internal labor supply forecasting substantially eas-
ier. Software and services allow companies to match employees’ expertise and knowledge to 
business needs and deploy the right people just as assets would be deployed in a supply chain.26 
IBM’s Workforce Management Initiative borrows many of the same concepts of supply-chain 
management, such as capacity planning, supply and demand planning, and sourcing. IBM built 
a structure that outlines the internal and external skills available to firms and provides a minute-
by-minute view of the labor supply chain using a computerized talent inventory. The software 
catalogs skills, creating common descriptors around what people do, what their competencies 
are, and what experiences and references they have—information that goes well beyond a basic 
job description.27

IBM’s system was tested when a large client based in Washington, D.C., contacted IBM 
the day before Hurricane Katrina was about to hit its server hub. The client requested 14 employ-
ees with specific skills in data analysis, process improvement, logistics management, project 
management, and information management. A search was placed, and within 24 hours, 14 indi-
viduals were in place in the requested locations to support the recovery effort. Tracking down a 
team without the system would have taken weeks.28

replacement charts are a way to track the potential replacements for particular posi-
tions.29 A replacement chart can be manual or automated. It visually shows each of the possible 
successors for a job and summarizes their strengths, present performance, promotion readiness, 
and development needs. Figure 5-5 shows an example of a replacement chart.

emPloyee surveys The availability of internal talent is dependent on turnover rates, which 
are not always constant. Conducting employee surveys and monitoring indicators of employee 
dissatisfaction, such as employee absenteeism and grievances, can help to identify the potential 
for increased turnover in the future. For organizations with a talent philosophy consistent with 
retaining employees, or for organizations for which turnover is particularly harmful to a firm’s 
strategy execution, staying in touch with the attitudes of the company’s employees and managers 
can be critical. Many firms conduct annual surveys of employee satisfaction and look for declin-
ing trends that suggest that turnover rates may rise.

An organization should easily be able to put together an age profile of its workforce, 
allowing it to forecast how much of its talent in various areas and units it is likely to lose to 
retirement at various points in the future. Despite the relative ease of compiling this informa-
tion, a survey by The Conference Board found that 66 percent of participants reported that their 
companies do not have an age profile of their workforce, suggesting that they lack hard data on 
how retirements will affect various divisions and business units. Additionally, despite their obvi-
ous usefulness for forecasting, more than 63 percent of survey respondents reported that their 
organizations did not have an inventory of their employees’ skills and talents, and 49 percent did 
no assessment of their companies’ training and development needs.30 This may be particularly 
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HR Director Western Region

Strengths
Job performance

Promotion readiness

HR Director Eastern Region 

Strengths
Job performance
Promotion readiness

  HR Director Central Region      

Strengths
Job Performance
Promotion readiness

VP of HR

figure 5-5 The Replacement Chart for a Vice President of Human Resources Position
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problematic in coming years. According to Development Dimensions International Inc., a global 
human resource consulting firm, by 2011, 20 percent of large, established companies in the 
United States will lose 40 percent or more of their top-level talent while the replacement pool 
of 35- to 44-year-olds declines by 15 percent. This further underscores why it’s so important for 
organizations to develop proactive staffing plans.31

forecasting the external labor market

All organizations have to hire from the external labor market at some point. In addition to need-
ing to hire new workers to meet expanding demand, outside people need to replace current 
employees who retire or leave the organization for other reasons. Organizations monitor the 
external labor market in two ways. The first way is through their own observations and experi-
ences. For example, are the quality and quantity of applicants responding to job announcements 
improving or getting worse? Global engineering and construction company CH2M Hill creates 
strategy reports for each country or region that include demographic information, talent avail-
ability, local hiring challenges, local and international competitors, commonly used drivers to 
attract talent, and local salary expectations.32

The second way organizations monitor the external labor market is by monitoring labor 
market statistics generated by others. The most comprehensive source of free data on condi-
tions in the U.S. labor market is the U.S. Bureau of Labor Statistics (BLS). The BLS Web site  
(www.BLS.gov) contains information on the nation’s productivity, benefits, employment, 
and unemployment. It also conducts a National Compensation Survey that provides wage and 
 benefit data for over 400 occupations in over 80 metropolitan and nonmetropolitan areas in the 
United States. Recently the BLS projected that the nation’s labor supply and demand would be 
roughly equal, but that shortages and surpluses would occur in some occupations and indus-
tries. This means that firms likely to experience shortages will need to extend their workforce 
plans three to five years to find alternative sources for hard-to-fill positions and/or train the 
people hired for them. Firms in industries with sufficient talent can focus on more short-term 
planning.33

This chapter’s Develop Your Skills feature contains additional sources of external labor 
market information.

It can also be helpful to identify and track trends that might affect future labor supply qual-
ity or quantity. Companies like Microsoft watch college enrollment trends and have expressed 
concern about the low number of U.S. students pursuing computer science degrees. Kevin 
Schofield, the general manager of strategy and communications at Microsoft Research, states, 
“We want to make sure that there’s a rich pipeline of great talent that we can hire to build fantas-
tic products, in our own company and in our partners’ companies as well, because it’s about the 
whole industry and not just the products that Microsoft owns itself.”34

The financial services company Capital One develops three-year labor demand forecasts 
by anticipating business changes that will impact its headcount needs. Proprietary forecast mod-
els determine what the company’s maximum sustainable size is in any given market. By ana-
lyzing multiple factors related to its hiring needs as well as demographic trends, Capital One 

Many sources of labor market information and forecasts exist. Here 
are some of the most popular sources and their Web addresses:

•	 Conference	Board	Help	Wanted	Advertising	Index:	 
www.conference-board.org

•	 Empire	State	Manufacturing	Survey:	www.ny.frb.org
•	 ISM	Report	on	Business:	www.ism.ws
•	 Labor	Market	Information	by	State:	 

www.workforcesecurity.doleta.gov/map.asp

•	 NFIB	Small	Business	Poll:	www.nfib.com

•	 SHRM/Rutgers	Leading	Indicator	of	National	Employment	
Index:	www.shrm.org/line

•	 TrimTabs	Online	Jobs	Postings	Index:	www.trimtabs.com

•	 U.S.	Bureau	of	Labor	Statistics:	www.bls.gov

•	 U.S.	Census	Bureau:	www.census.gov

•	 Local	Employment	Dynamics	from	the	U.S.	Census	
	Bureau:	http://lehd.did.census.gov/led

Develop Your SkillS
Sources of Labor Market Information
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estimates what percentage of the population is likely to apply with the firm over time. It then 
determines what percentage of applicants is likely to receive job offers and calculates when 
its labor reservoir will be depleted to the point that it can’t hire enough people. This, in turn, 
becomes the firm’s long-term, maximum sustainable size around which it plans its expansion 
strategy. Capital One also does a zip code analysis of employees to determine the optimum areas 
in which to locate so that it doesn’t poach its own employees from existing locations.35

resolving The gaPs beTWeen The firm’s  
labor suPPly anD labor DemanD

The next step in the workforce planning process is to compare the firm’s forecasted demand for 
labor in terms of quality, quantity, and skills with its forecasted supply. Perhaps the  organization 
expects to have the amount and quality of labor to meet its future staffing needs. Or perhaps 
it expects to have a surplus or shortage of labor. If either a labor surplus or labor shortage is 
 forecast, an action plan should be developed to proactively address the situation. Action plans 
should always be consistent with the firm’s business strategy, talent philosophy, and HR  strategy. 
For example, layoffs are inconsistent with a talent philosophy of wanting people to contribute to 
the company over long-term careers and result in negative outcomes for the firm. (In Chapter 12, 
we discuss some of the alternatives firms can take to avoid laying off employees.)

Instead of having to lay off employees, some industries are desperate for them. The 
American Nursing Association created a steering committee to develop an action plan to address 
the nursing shortage in the United States. Here is a portion of the action plan developed to 
increase the supply of nurses36:

•	 Communicate nursing’s economic value—educate the public about the pivotal role nurs-
ing plays in the nation’s health care system.

•	 Improve the work environment—improve the conditions under which nurses work so that 
quality patient care is optimized and nursing staff is retained.

•	 Communicate the professional nursing culture—assert nursing’s high standards of pro-
fessional practice, education, leadership, and collaboration to better appeal to potential 
nurses and enhance the image of the profession.

•	 education—reshape nursing education to enhance nursing’s image.
•	 recruitment/retention—enhance professional opportunities to attract and sustain excel-

lent nurses for long, rewarding careers.

Stu Reed, president, Integrated Supply Chain, Motorola Inc., developed an action plan to 
increase the future supply of supply chain managers. Motorola has identified the likely career 
path and skills the supply chain professional of the future needs to get to the top job. The com-
pany then partnered aggressively with key supply chain schools in North America and interna-
tionally. “We validate our model with them and let them know what type of graduates we need 
for them to provide us,” says Reed.37 In other words, Motorola worked backward to find its 
supply chain talent.

Whenever changes are observed in labor market conditions, it is important to try to assess 
whether the change represents a labor market trend that is likely to continue or whether it is a 
shorter-term fluctuation caused by the business cycle. Understanding the difference is important 
because different staffing strategies are appropriate for each.38 We discuss what the basic types 
of actions plans are next.

Dealing with a Temporary Talent shortage

What should be done if a shortage of qualified talent is thought to be temporary? Offering hir-
ing incentives such as sign-on and retention bonuses consisting of stock options or cash to be 
paid after the employee has successfully worked with the company for a certain period of time 
can help the firm cope with the situation. Because higher salaries cost the organization more 
money for the duration of the new hire’s tenure with the company, it is often better to offer hiring 
inducements that last only as long as the talent shortage does.39 When companies find it difficult 
to hire in a tight labor market, they often turn to more expensive recruiting methods, such as 
additional advertising and search firms, or they lower their hiring standards so that more recruits 

ACtIon plAn
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are considered qualified for the position. Neither of these strategies is guaranteed to work, and 
each can produce unwanted consequences.

One short-term solution might be to recruit people currently working for the company. 
Nonetheless, some positions will likely still have to be filled by new hires. If the root cause of 
a projected labor shortage is unusually high turnover, the action plan should address the cause 
of the turnover—for example, low pay, poor supervision, limited career advancement potential, 
limited training opportunities, and so forth. The firm’s HR managers can then try to uncover the 
cause of the turnover by conducting employee surveys and discuss the situation with the com-
pany’s managers. In some cases, creativity may be needed to resolve projected labor shortages. 
For example, when H&R Block had trouble finding workers for its technical support call center 
in suburban Kansas City, it relocated the facility to the inner city and hired workers who lived 
downtown.40

External talent networks are sometimes used to manage temporary skill gaps. Some orga-
nizations set up networks including consultants, freelancers, vendors, and outsourcing providers 
that they tap as needed to fill short-term talent needs. Principal Financial established a program 
in which retirees can work on a project-consulting basis, and YourEncore enables member com-
panies to share a pool of retired engineers and scientists.41 Companies can also access global 
talent in the cloud through Web sites including mturk.com (Mechanical Turk), freelancer.com, 
and Elance.com. This can give an organization almost instant access to a large number of skilled 
people who they can hire as and when needed on a contract or project basis.

Business leaders are often attracted to global locations including Mexico and China 
because of their low labor costs. Labor costs can change quickly, however, making these short-
sighted decisions more costly.42

Dealing with a Persistent Talent shortage

If the shortage is likely to last a number of years, an organization must reduce its demand for the 
talents that will be in short supply and/or increase its supply of employees with the qualifications 
it needs. Although it can be possible to increase the firm’s supply of employees, this is not a fast 
or practical solution for most organizations. Instead, many organizations try to reduce their need 
for skills that will be in short supply by increasing their use of automation and technology, and 
by redesigning jobs so that they need fewer people with the talents that are in short supply.

Although to some extent they have done so for cost-saving purposes, Home Depot, Costco, 
and many supermarkets are among the companies that have automated jobs by installing self-
service checkout lanes. Many callers to customer service departments now receive automated 
responses to their inquiries. Not all jobs can be automated, but it is frequently an option for 
companies facing talent shortages or wanting to reduce their labor costs by getting the same 
work done with fewer employees. However, as we have mentioned, automation can generate the 
need for new employees with specific types of skills—for example, employees who can maintain 
the automated equipment. These factors must be considered as well when a company decides to 
automate some of its functions.

The petroleum industry is facing a severe shortage of petroleum engineers, geologists, and 
geophysicists, despite automating some processes and reducing the number of workers needed 
in some jobs from three to one. Despite the decrease due to greater automation, the personnel 
shortage is so serious that the company believes that this will slow the company’s innovation 
rate, eventually reducing the amount of oil the company will get.43

If talent is hard to find or is too expensive, one option is to outsource the affected business 
process. business process outsourcing is the relocation of an entire business function, such as 
production, manufacturing, or customer service, to an independent service provider in the same 
or a different country. Commonly outsourced business functions include IT and technology ser-
vices, customer service, and even corporate training. If the firm is able to maintain or improve 
the quality of the business process being outsourced, the company can not only reduce its costs 
but can also focus more on its core competencies.

The relationship between $3.7 billion transportation services company Penske Corporation 
and the business process outsourcing firm Genpact involves more than 30 different business 
processes and illustrates how some companies are engaging in business process outsourcing and 
leveraging offshore skilled labor. To reduce costs and improve the quality of its operations, inde-
pendent Genpact essentially acts as Penske’s virtual subsidiary. When a Penske truck is leased 
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for an interstate trip, Genpact’s staff in India check the customer’s credit and acquire permits. 
If the truck is stopped at a weigh station because it lacks a required fuel permit, Indian workers 
transmit the necessary document to the weigh station to get the vehicle back on the road within a 
half hour. After a trip, the driver’s log is shipped to a Genpact facility in Juarez, Mexico, where 
mileage, tax, toll, and fuel data are entered into Penske computers and processed in India. When 
Penske sells the truck, staff in Mexico record the transaction.44

Dealing with a Temporary employee surplus

When a firm expects a business slowdown to be temporary, it has several options. If slowdowns 
are cyclical or happen frequently, using temporary or contingent workers who are the first to be 
let go when business slows can help buffer key permanent workers and provide them greater 
employment security. Temporary layoffs are another option to deal with a short-term employee 
surplus, but they sometimes need to last more than six months to be cost-effective due to sever-
ance costs,45 greater unemployment insurance premiums the firms must pay, temporary produc-
tivity declines in the firm’s remaining workforce, and the rehiring and retraining process. Losing 
the investments the organization previously made to hire and train the laid-off workers can also 
be costly. Alternatives to layoffs include across-the-board salary cuts or a reduction in work 
hours, or reallocating workers to expanding areas of the business. Some firms offer unpaid vaca-
tions, sabbaticals, job sharing, and other creative solutions to temporary surpluses.

When the labor market permits hiring a sufficient number of workers, some retailers uti-
lize the surplus by hiring additional part-time workers and adopting a “just in time” staffing 
model in which employees learn that they are working within 24 hours or less of a scheduled 
shift. Some retail workers are expected to call in the night before or morning of a potential shift 
to learn whether or not they have been scheduled to work. Who gets scheduled and for how long 
can depend on employees’ previous week’s sales performance or projected customer traffic for 
the day due to the weather forecast or projected sales. Walmart’s scheduling software alerts 
managers when an employee is approaching enough hours to qualify for health care benefits.46 
Although this can help organizations control payroll costs and prevent understaffing due to turn-
over, the erratic schedule and inconsistent number of work hours can make it difficult for part-
time employees to make enough money, raise children, or take classes.

Dealing with a Persistent employee surplus

Organizations sometimes need to permanently reduce the number of people they employ. 
Technology changes, the entrance of competitors, and changes in customer preferences can fun-
damentally change the number and types of workers an organization needs. Early retirement 
incentives, layoffs, and not filling vacated positions can all reduce an employer’s headcount, 
but not without a cost. Early retirement programs can result in the most skilled and productive 
employees leaving the organization. Not filling vacated positions can leave key positions in 
the organization unstaffed or understaffed. Layoffs can damage workforce morale and hurt the 
firm’s reputation as an employer. Action plans to address a persistent employee surplus can also 
involve reassignments, hiring freezes, and steering employees away from careers in that position 
to reduce the need for future layoffs. Retraining employees to fill other jobs in the firm can help 
bring labor supply and demand into balance.

The goal of any staffing strategy is to acquire and retain the most productive employees and 
remove lower performers. Planning activities that enable an organization to anticipate its future 
employment needs and scale down gradually rather than abruptly through mass layoffs or dramatic 
restructuring can help to control the company’s restructuring costs and retain top performers.

sTaffing Planning

In addition to workforce planning, it is also important to take the time to plan the staffing pro-
cess. The three questions that need to be answered are:

•	 How	many	people	should	be	recruited?
•	 What	resources	are	needed?
•	 How	much	time	will	it	take	to	hire	the	employees?

We address each of these questions next.
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how many People should be recruited?

Because some job candidates will usually lose interest in the position before being hired and oth-
ers will lack appropriate qualifications, it is almost always necessary to generate more applicants 
than the number of open positions. Additionally, having greater numbers of applicants allows 
an organization to be more selective. This allows it to identify the candidate who best fits the 
position rather than hiring the only person who applies. At the same time, recruiting solely to 
reach numerical applicant targets can result in the firm spending more than it should rather than 
recruiting only the number of applicants necessary to meet the firm’s hiring goals.

The “ideal” number of applicants to recruit for an opening depends on the nature of the 
organization’s staffing and HR strategies. As we have explained, recruiting too small a pool can 
result in the firm being unable to identify enough qualified candidates to be able to fill its open-
ings. Too large a pool places unreasonable burdens on the recruiting function’s administrative 
systems and wastes time and money but does not guarantee that recruits will have the appropri-
ate qualifications. Plus, the firm risks instilling ill will among the many rejected applicants. The 
goal is to attract a sufficient number of candidates who meet or exceed the personal and technical 
requirements of the job.

sTaffing yielDs The best source of information for determining how many people to recruit 
comes from data collected during a company’s previous recruiting efforts. One way to start is 
by looking at the firm’s previous staffing yields, or the proportion of applicants moving from 
one stage of the hiring process to the next, and hiring yields (also called selection ratios), or the 
percentage of applicants ultimately hired.

For example, as illustrated in Figure 5-6, if three out of four job offers are typically 
accepted, the company will have to make 100 offers so as to hire 75 employees. If, on average, 
one job offer is made for every four interviews, then 400 candidates must be interviewed to gen-
erate 100 job offers. If four out of five invitations to interview are accepted, then 500 invitations 
must be issued to produce the 400 interview candidates. If one out of every four applicants is 
typically invited for an interview, then 2,000 applicants must be generated, resulting in a selec-
tion ratio of 3.125 percent (75 hires out of 2,000 applicants). Staffing yield pyramids can be 
constructed to illustrate these requirements based on the organization’s previous experience, and 
spreadsheets greatly simplify their calculation and application.

Staffing yields are not the same across all jobs, hiring situations, or economic condi-
tions. In fact, they can vary widely within a single industry or even a single firm. For example, 
Microsoft only hires about 2 percent of its applicants for software positions, which is typical for 
its industry.47 On the other hand, organizations like Amway and Discovery Toys hire the major-
ity of their applicants for sales representative positions. Offer acceptance rates are also generally 
lower for professional and technical candidates than for unskilled and semiskilled workers.

A company’s staffing yields tend to be reasonably consistent from year to year, however. 
Sometimes trends can be identified that add to the accuracy of the firm’s labor force prediction 
when other market conditions are taken into account.48 For example, if an organization has made 
its salary levels more competitive or even higher than the market, it can generally expect a larger 

figure 5-6 The Staffing Yield Pyramid
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applicant pool and a lower percentage of applicants hired as a result. At the very least, prior staff-
ing yields can be a good starting point for estimating probable yields and minimum applicant 
quantity requirements for the current recruiting effort. A primary disadvantage of relying on past 
staffing yields to forecast a firm’s recruiting needs is that ideally an organization will be able to 
improve on its past yield ratios by analyzing the effectiveness of its different recruiting sources, 
targeting its recruiting efforts at the most productive sources, and identifying and leveraging the 
recruiting methods that work best for the given job. However, if the applicant pool an organiza-
tion attracts in the future is of higher quality than it has been in the past, then the firm can recruit 
fewer applicants yet enjoy even greater hiring yields and selection ratios. This will allow it to 
hire a greater percentage of applicants able to do their jobs successfully, thereby improving the 
average performance level of the company’s workforce.

It is important to remember that the key issue is not whether the firm’s staffing yields 
are high or low. What matters is whether the staffing system is producing the right numbers of 
the right kinds of employees in the right time frame. Although staffing is an investment, not an 
expense, a key issue for many organizations is the need to control its monetary investment in 
staffing. This can be accomplished by limiting the size of the applicant pool or by more effi-
ciently managing the application process. If the proportion of high-potential applicants increases, 
the total number of applicants needed to generate the right number of the right quality of new 
hires decreases. In the past, however, it was widely believed that recruiting a larger applicant 
pool was always better than recruiting a smaller pool because it would increase the odds of high-
potential candidates being in the pool. This assumption does not necessarily hold true. Smaller 
applicant pools can actually be superior once you consider recruiting yields and costs.

As an example, assume that an organization wants to hire the best talent it can find (say, 
the top 10 percent of the talent in a given field) and that the organization’s applicant assessment 
methods are able to flawlessly assess the talent of each applicant. In the past, the organization 
would have probably tried to generate as many applicants as it could and hire one-tenth of them. 
This would result in a low hiring ratio. In fact, it was thought that the lower selection ratio would 
actually lead to higher-quality employees being recruited. This could, indeed, occur, but only if 
the entire spectrum of talent available to the firm applied for the position. For example, if a dis-
proportionate number of undesirable people applied for the position, an even lower hiring ratio 
would exist. However, the lower ratio wouldn’t necessarily lead to higher-quality employees 
being selected. A better strategy would be to increase the number of high-potential applicants 
and decrease the number of low-potential applicants. If an organization is able to do this effec-
tively, it will be able to increase the quality of its hires while simultaneously increasing its staff-
ing yields and getting a better return on its recruiting investment.

Increasing the quality of the applicant pool will also lessen the burden placed on the firm’s 
applicant assessment and selection systems because more of the applicants are likely to be suc-
cessfully hired. The time and financial resources invested in recruiting and evaluating each 
candidate are also less likely to be wasted if better recruiting results in a greater proportion of 
applicants being a good fit. Additionally, it is important to remember that even the best applicant 
assessment system cannot identify potential high performers if they never apply with the orga-
nization. Targeted recruiting efforts will increase the probability that the top candidates apply.

Organizations sometimes seek to obtain high yields (hiring a large percentage of appli-
cants) in the recruiting function to keep costs down, but this strategy often doesn’t consider the 
potential dilution of an organization’s talent. High hiring yields can be detrimental to the effec-
tive recruitment and selection of employees if the quality of the applicants isn’t simultaneously 
considered. However, if an organization leverages the recruiting methods and sources that work 
best for it, it may be able to alter the talent distribution of its applicant pool to contain only the 
best of the available talent—for example, the upper 50 percent. In this case, a much higher tar-
geted recruiting yield (say 30 percent) could produce the same quality of new hires as did a lower 
10 percent yield under the traditional method when a greater number of undesirable candidates 
were included in the applicant pool. Clearly, hiring the best 5 of 50 low-quality applicants is less 
ideal than hiring the best 5 of 20 high-quality applicants.

Evaluating the staffing yields from different recruiting sources can help in this regard. 
The quantity and quality of hires from various recruiting sources are likely to differ both within 
and across organizations. One company might be able to hire good performers from newspaper 
advertisements. But another company or a different division of the same company might find 
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this strategy ineffective. Determining which recruiting sources are the “best” to use generally 
varies also with the nature of the position and its level within the organization. The Internet 
might be a very effective recruiting source for recruiting applicants with higher-level informa-
tion-technology skills, but less effective for recruiting applicants for clerical or manufacturing 
jobs. Recruiters are likely to differ in their annual hiring rates and the quality of their hires. If 
an organization needs to hire quickly, it is very helpful for it to know how long it has typically 
taken to fill positions from a variety of sources so that it can strategically choose among them. 
The advantages and disadvantages of many different recruiting sources will be discussed in more 
detail in Chapter 6.

If an organization has failed to collect staffing yield information during its previous staff-
ing efforts, estimating the staffing yield for its current hiring effort will be more challenging but 
not impossible. Headhunting agencies, college placement offices, and the like might be able to 
provide the firm with some information on the average yield ratios of their candidates. The firm 
can also attempt to benchmark the yields of similar organizations. This information is not ideal, 
however, because it won’t be specific to the actual company doing the hiring or the actual job 
being hired for. The characteristics of the company itself, including its competitive position, 
compensation package, image, quality of life, and recreational opportunities where the job is 
located can dramatically influence staffing yields.

What resources are needed?

According to the Saratoga Institute,49 there are six basic costs related to external hiring:

 1. Advertising expenses
 2. Agency and search firm fees
 3. Employee referral bonuses
 4. Recruiter and applicant travel costs
 5. Relocation costs
 6. Company recruiter costs (prorated salary and benefits if the recruiter performs duties other 

than staffing)

These six factors account for 90 percent of hiring costs. (The Saratoga Institute adds an 
additional 10 percent to cover miscellaneous expenses including testing, reference checking, 
 hiring manager time, and administrative support.50)

The internal cost per hire calculation is very similar, and includes four elements:51

 1. Internal advertising costs
 2. Travel and interview costs
 3. Relocation costs
 4. Internal recruiter costs

Companies for whom talent is key to their success are understandably willing to invest 
more in sourcing and recruiting. If the value of a great employee is 300 times more than an aver-
age one, as one Google executive speculated, it makes sense to have a recruiting budget 10 times 
or more the size.52 In addition to these costs, determining the total cost of the firm’s staffing 
effort involves determining the resources and size of the recruiting staff the company will need 
to hire the employees it is seeking.

Next, we discuss two methods of estimating needed resources for a staffing effort: work-
load-driven forecasting and staffing efficiency–driven forecasting.

WorkloaD-Driven forecasTing Workload-driven forecasting uses historical data 
on the average number of hires typically made per recruiter or the average number of recruits 
 processed per recruiter over a given period of time––for example, a week, month, or year. 
For example, referring again to Figure 5-6, if an organization’s average recruiter can process 
100 applicants during a recruiting drive, the company will need a staff of 20 recruiters to pro-
cess 2,000  applicants. Similar procedures can be used to estimate the amount of additional 
resources—the telephone costs, advertising costs, photocopying, background checks, medical 
tests, and so forth—needed for the staffing effort. The amount of money that needs to be bud-
geted for the staffing effort depends not only on the number of people to be hired but also 

workloAD-DrIven 
foreCAstIng

forecasting based on historical data on 
the average number of hires typically 
made per recruiter or the average 
number of recruits processed per 
recruiter over a given period
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whether applicants are local or from far away, the recruiting sources used, the selection methods 
employed, and the tightness of the labor market.

sTaffing efficiency–Driven forecasTing Another method of forecasting how many 
recruiters are needed is based on staffing efficiency. staffing efficiency53 is the total cost associ-
ated with the compensation of the newly hired employees—that is, the total starting base pay of 
all new employees. For example, if a firm’s internal and external staffing costs were $100,000, 
and 10 people were hired, each with a starting base salary of $60,000, the firm’s staffing effi-
ciency would be 100,000/600,000 or 16.67 percent. Lower staffing efficiency percentages reflect 
greater staffing efficiency.

Because the staffing efficiency approach is financially and efficiency driven rather than work-
load driven, it can be a useful metric for evaluating how well a firm’s staffing plans work. The 
method can also be used to set a budget for an upcoming hiring effort. For example, suppose the firm 
wants to achieve a staffing efficiency ratio of 15 percent or less, and plans to hire 25 new employees 
per month at an average starting base salary of $50,000. In this case, the firm will have a budget of 
$187,500 (25 × $50,000 × 0.15) a month to spend on recruiters and other staffing resources.54

how much Time Will it Take to hire the employees?

Hiring managers, of course, don’t want jobs to be vacant any longer than necessary. However, it 
takes time to find, screen, and negotiate with each new hire. Often it takes longer than expected. 
In 2012, the average time to fill a position was 33 days.55 Establishing a staffing timeline before 
beginning the staffing initiative ensures that hiring managers, recruiters, and other staffing spe-
cialists know what to expect. Information on the average interval between a candidate’s applica-
tion and interview, interview and offer, offer and hire, and so forth, can be useful for timeline 
development purposes. By looking at these intervals, HR personnel can identify daily, weekly, 
and monthly goals for each staffing step.

The length of each staffing stage varies widely across jobs and organizations. In general, 
higher-level positions take longer to fill than lower-level positions. However, skill shortages and 
local competition can lengthen the time to fill lower-level positions as well. The staffing technol-
ogy the firm uses—whether it uses résumé-screening software, accepts job applications over the 
Internet, and so forth—can greatly impact how long each staffing stage lasts, too.

Figure 5-7 illustrates a typical hiring timeline.
Throughout the staffing process, reliable, accurate progress reports should be prepared and 

compared to the staffing plan. It could be that some stages of the staffing process take longer or 
shorter than projected, and the projected timeline should be adjusted accordingly. Maintaining 
progress reports can also help the firm determine whether it is on track to produce the total num-
ber of hires the organization is striving for within the targeted period of time. If the current hiring 
pace is found to be too slow, the organization might be able to take steps to speed up the process 
or recruit more people than it had initially intended.

If it is known that job openings are likely to exist, based on historical turnover or hiring 
patterns, the recruiting staff can begin sourcing and processing candidates before the positions 
even become open. This can dramatically reduce the time it takes to hire someone to fill an 
opening because candidates are already in the pipeline. We’ve described this approach, called 
continuous recruiting, in earlier chapters. The method is particularly useful for positions that 
turn over relatively quickly—for example, openings will need to be filled throughout the year on 

stAffIng effICIenCy

the total cost associated with the 
compensation of the newly hired 
employees

+ + +

7+ weeks total 
= lead time 
required

  14 days  7 days  7 days7 days14 days +

figure 5-7 An Example of a Typical Hiring Timeline
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a rolling basis. It can also work well for jobs that take a long time to fill, or for jobs that cost the 
organization a lot of money while they are vacant. Sales jobs are a good example. Batch recruit-
ing, in contrast, involves recruiting an entirely new applicant pool every time the organization 
has one or more positions to fill. Jobs recruited this way typically take a longer time to fill.

If organizations in a particular industry tend to recruit on the same cycle, a job-centric 
staffing philosophy may reduce the quantity of available talent. For example, if engineering com-
panies tend to start their college recruiting in November and confirm new hires in March, wait-
ing until a job opening occurs in March to begin recruiting for a replacement may mean that an 
organization is forced to recruit from the other organizations’ rejected job candidates. Recruiting 
after competing organizations do may work for an organization using a low-cost strategy that is 
not looking for top-tier talent, but other organizations may be unable to identify a sufficient num-
ber of quality applicants because they are recruiting out-of-cycle with their competitors.

Strategic Workforce Planning at Black Hills Corporation

To keep its business sustainable, energy conglomerate Black Hills Corporation knew it needed to 
 engage in workforce planning in the face of an aging employee population. Many of the soon-to-be 
retirement eligible employees, including engineers, natural gas technicians, and systems operators, had 
highly specialized skills that would make them difficult to replace.56

The company’s strategic workforce planning process began with a review of Black Hills’  workforce 
to identify how many employees were expected to leave voluntarily within five years and how much its 
businesses were expected to grow. Any job functions expected to be changed, added, or relocated were 
identified. The company also studied the length of time it takes replacements to reach full productivity 
in different jobs.57

Based on the results, Black Hills created a five-year plan outlining its labor needs for each job in 
each business and location. Because Black Hills operates multiple businesses, including oil and natural 
gas exploration, electricity generation, and coal mining,58 it needed to develop different  talent pipelines 
for different skills. This led it to make changes in how it recruits and hires, including filling the recruit-
ing pipeline earlier for highly technical positions requiring greater time to productivity once a person 
is hired.59

To help address skill shortages in some key areas, Black Hills is also working with technical schools 
to develop customized training programs to help it fill a specific number of entry level jobs per year for a 
number of years. Retirement eligible workers are also being enticed to stay on the job longer.60

Summary

Forecasting the number, types, and quality of employees needed 
to execute the business strategy is critical for effective staffing. 
Setting talent goals and objectives that are consistent with the 
firm’s staffing strategy and talent philosophy are important goals 
of the planning process. The assessment of the organization’s 
external labor environment and a company’s own talent strengths 
and shortcomings can influence its competitive advantage and the 
business strategies it is likely to be able to pursue successfully.

It is important to determine the size of the recruit-
ing staff and resources that will be needed and to secure the 

appropriate budget and resources before the staffing initiative 
begins. Additionally, it is important for planning purposes that 
the timeline for the recruiting effort be established to ensure 
that the correct number of new hires will be ready to start when 
they are needed. Although this is particularly critical before an 
expansion effort or the hiring of an unusually large number of 
people, it is also important to assess needed resources before 
hiring a single individual to ensure that hiring goals can be met 
and that the hiring manager understands what to expect from 
the staffing process.

Takeaway Points

 1. The workforce planning process starts with the firm’s business 
strategy. After articulating the firm’s talent philosophy and stra-
tegic staffing decisions, a workforce analysis is then conducted 
to forecast both labor demand and labor supply, and to identify 
any gaps between the two. Action plans consistent with the firm’s 
talent philosophy are then created to address any gaps. The ac-
tion plans are then monitored, evaluated, and revised as the firm’s 
 environment changes.

 2. An organization can predict its future business activity by using sea-
sonal forecasts, interest rate forecasts, currency exchange rate fore-
casts, competitor forecasts, industry and economic forecasts, and 
other methods, such as whether it is entering or exiting a business.

 3. An organization can use ratio analysis, scatter plots, trend analysis, 
or judgmental forecasting to determine its demand for workers.

 4. To forecast its internal labor supply, firms can use transition analysis, 
judgment, talent inventories and replacement charts, and employee 
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surveys. To forecast its external supply of workers, a firm can rely on 
their own observations and experiences or monitor labor market sta-
tistics generated by others, such as the U.S. Bureau of Labor Statistics.

 5. Action plans proactively address anticipated surpluses or short-
ages of employees and should always be consistent with the firm’s 
business strategy, talent philosophy, and HR strategy.

 6. The staffing planning process addresses how many people to 
 recruit, what resources are needed, and how much time it will take 
to hire.

Discussion Questions

 1. How would a forecast of labor demand and supply identify a 
firm’s labor gap?

 2. Identify some industries where the business demand is seasonal 
and predictable.

 3. When do past ratios fail to provide an estimate of manpower 
requirements?  What can be done to forecast manpower?

 4. A large automobile company has seen an unprecedentedly high 
employee turnover in the last 6 months. How can the company 
assess and reverse this trend?

 5. Discuss the costs of reducing headcount. How can we mitigate 
such costs?

Exercises

 1. Strategy Exercise: Registered nurses are in short supply in the 
United States—a situation that it is expected to worsen. It is pre-
dicted that the demand for U.S. nursing services will exceed sup-
ply by nearly 30 percent in 2020.61 Many registered nurses are 
approaching retirement age, and the nursing profession is facing 
difficulties attracting new entrants and retaining existing nurses. In 
addition, nursing schools have been unable to expand fast enough 
to supply enough additional nurses.62

Working in a group of three to five students, research the 
severity of the nursing shortage, if any, in your area. Then develop 
an action plan to strategically address a nursing shortage in your area 
(even if one doesn’t exist in your area). What are your suggestions 
for improving the quantity and quality of available nurses over the 
next two decades? Be prepared to share your answers with the class.

 2. Develop Your Skills Exercise: This chapter’s Develop Your Skills 
feature contains numerous Web addresses for different labor supply 
forecasts. Working alone, use these and any other relevant resources to 

forecast the supply of labor for a job in your chosen career path. Write 
a one-page report summarizing your forecast and present a brief action 
plan to address any forecasted surpluses or shortages for this position.

 3. Opening Vignette Exercise: The opening vignette describes the work-
force planning process at Black Hills Corporation. One of the biggest 
planning challenges the company identified was  retaining its experi-
enced employees, particularly for its highly specialized skill needs that 
are difficult to find and for technical positions in which it takes longer 
for new hires to become productive. Because experienced employ-
ees are critical to Black Hills’ ability to operate efficiently, it must 
retain as many workers as it can, and also ensure that their knowledge 
is transferred completely to new employees. The company’s growth 
strategy also means that its need for employees is increasing.

Working in a group of three to five students, develop action 
plans for Black Hills to both retain its existing employees and 
ensure the complete transfer of knowledge to its new hires. Be pre-
pared to share your ideas with the class.

Case study

Sweet Tooth Inc. is experiencing growing demand for its 
new line of candy and needs to add a new production line of 
50 workers. You are the company’s newly hired vice president 
of human resources. Your first task is to develop a staffing 
plan for this new production line. The company’s historical 
staffing yields for its production line positions are as follows:

•	 20	percent	of	applicants	are	invited	for	interviews.
•	 80	percent	of	interview	invitations	are	accepted.
•	 15	percent	of	the	people	interviewed	are	extended	job	

offers.
•	 50	percent	of	the	people	receiving	job	offers	accept	them.

•	 The	company’s	average	recruiter	can	process	100	re-
cruits during a recruiting drive.

•	 The	company’s	staffing	timeline	the	last	time	it	hired	
production line employees is given in Figure 5-8.

Questions

 1. How many people should Sweet Tooth recruit for its 
50 new assembly-line jobs?

 2. Using workload-driven forecasting, how many recruiters 
are needed for the staffing effort?

 3. How long will it take to staff the new production line?

Application Interview Job Offer Job Offer Begin Prejob
Assessment Extended Accepted Training

14 days 7 days 7 days 14 days

figure 5-8 Sweet Tooth Inc.’s Staffing Timeline
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Semester-Long Active Learning Project

Continue working on the job analysis and competency model for the 
position. Also, describe the position’s relevant labor market(s) and 
provide a forecast of the future labor supply for the position. Develop 

an approximate timeline covering the period from job posting to the 
new hire beginning work.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s Case Study Assignment .
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Describe the role of sourcing in the staffing process.
◾	 Explain what makes one recruiting source more effective than another.
◾	 List alternative recruiting sources and match them with specific jobs.
◾	 Create a sourcing plan.
◾	 Explain how to best source nontraditional applicant pools.
◾	 Explain the role geographic targeting plays in the sourcing process.
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Prioritizing Recruiting Sources
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Summary

6
Sourcing: Identifying Recruits
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After using the job analysis and workforce planning processes to determine what to look for in 
new hires, the organization needs to find people with the characteristics it wants and convert 
them into recruits. This is no small task. People who never apply to an organization cannot 
become employees, making attracting enough of the desired types of applicants one of the most 
important criteria for an effective staffing system. Great employees are like a gold mine. Just 
as the skills and activities involved in finding a gold mine differ from the skills and activities 
required to extract the gold, sourcing quality talent requires a different set of skills and activities 
than does attracting and recruiting the talent. Because recruiting sources tend to generate differ-
ent types of applicants, sourcing is the key to finding these employees.

The best applicant sourcing systems identify where the firm can find good potential job 
applicants who fit the organization and the job requirements and who are likely to be interested in 
pursuing employment opportunities with the organization. After identifying the objectives of the 
hiring effort (which might include prehire outcomes, including the number, quality, and diversity 
of applicants, or posthire outcomes, such as the time to fill the positions, new hire quality and 
diversity, or a mixture of both) recruiting sources are chosen to help meet these objectives.

Many organizations are also developing mobile sourcing and recruiting strategies to meet 
job seekers’ needs and on-demand expectations. PepsiCo uses QR codes, videos, tweets, and 
blogs to help engage job seekers, and created a mobile app called “Possibilities” to provide users 
with company information. PepsiCo’s app includes an “e-mail this job to me” button to encour-
age users to easily access job information. The company tracks the conversion rate of applicant 
starts to completed applications to optimize its mobile recruiting strategy.3

Many organizations discount the importance of strategically thinking about “where” to 
source applicants. Instead, they post the same job advertisement with the same recruiting source 
they have used for years. Other organizations see their applicant sourcing practices and strate-
gies as a source of competitive advantage, and are reluctant to even talk about them. Genentech 
identifies targeted candidates early in their campus careers and builds relationships with them 
throughout their college years.4 In this chapter, we first explain what sourcing is and what makes 
a recruiting source effective. We also describe several alternative recruiting sources. Then, we 
describe how to create a sourcing plan and how to source from nontraditional applicant pools, 
and discuss global sourcing and geographic targeting. After reading this chapter, you will have a 
good understanding of the important role sourcing plays in the strategic staffing process, and you 
will know how to identify good strategic recruiting sources for any job.

What Is sourcIng?

Marketing professionals try to understand who is likely to be interested in purchasing their prod-
ucts and where to find these people. Sourcing professionals do the same thing, but with jobs 
rather than products. As you learned in Chapter 1, sourcing is a part of the recruiting process. It 
is done for internal as well as external job candidates, and involves analyzing different possible 
sources of recruits to identify those best able to meet the firm’s staffing goals. For firms that rely 
on promotions to fill leadership positions, sourcing also affects the quality and depth of a com-
pany’s future leadership talent. Because the company is likely to have a much better idea of what 
type of person is the best fit with its needs, it makes sense for the company to identify and reach 
out to these targeted recruits rather than post a job advertisement and hope that the right people 
self-select themselves into consideration for the position.

Sourcing Top Talent at McAfee

Global security technology company McAfee focuses on hiring smart, committed employees.1 Due in 
part to increased competition from other employers, McAfee has begun to find it expensive and difficult 
to engage and recruit the top talent in its pipelines. Although it has been able to generate high-quality 
leads from known experts in the field, past employees, and other sources, it has had trouble keeping 
them engaged in McAfee and interested in pursuing job opportunities when they become available.2 
McAfee asks for your advice about how to build an engaged community of high-potential talent from 
which to effectively source future hires. After reading this chapter, you should have some good ideas to 
share with the company.
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Sourcing strategies differ for different types of recruits. Companies generally find profes-
sional employees, including lawyers, doctors, and engineers, differently than they do customer 
service, manufacturing, or skilled labor workers. Sourcing strategies also differ for recruits who 
are active as opposed to passive job seekers. active job seekers need a job and are actively look-
ing for information about job openings. Traditional job advertising is usually sufficient to reach 
these people although the overall quality of this labor market may not be high.  semi-passive job 
seekers are interested in a new position but only occasionally look actively for one. Finding these 
people requires more proactive and strategic efforts because they are not regularly looking for job 
information. More high-quality candidates are in this labor market. Passive job  seekers are cur-
rently employed and are not actively seeking another job but could be tempted by the right oppor-
tunity. Many high-quality candidates are usually in this group although it can be difficult to find 
them and interest them in your job opportunity. Because they are not actively seeking out infor-
mation about other jobs, identifying passive job seekers requires a proactive and strategic effort.

Microsoft sourcers spend about 5 percent of their time on active candidate identification, 
and 95 percent of their time on passive talent identification.5 Because semi-passive and passive 
job seekers are not actively looking at traditional recruitment sources, such as newspaper ads, 
sourcing is most important for organizations focused on identifying and pursuing them.

Different recruiting sources are good at different things. Next, we discuss what makes a 
recruiting source more or less effective.

What Makes a recruItIng source effectIve?

A recruiting source is effective if it helps a company meet its staffing goals for the position being 
filled. The firm’s staffing goals might include speed, cost, and candidate and new hire quality. 
Given the goal of hiring high-potential employees able to perform well and contribute to a busi-
ness’s strategy execution, attending to the quality of the applicant pool is at least as important as 
attending to the quantity of applicants. It doesn’t matter how many people apply to an organiza-
tion if none of them meet the minimum hiring requirements. If the only applicant for a job open-
ing is a perfect fit, accepts the job offer, and performs well, then the sourcing and hiring effort 
must be considered successful.

Different	sources	of	employees	have	different	strengths.	Some	sources	are:

•	 Faster
•	 Cheaper
•	 Better	at	acquiring	people	who	fit	the	corporate	culture	and	work	processes
•	 Better	at	acquiring	high-quality	people
•	 Better	at	acquiring	people	more	likely	to	stay	with	the	organization	for	a	long	time
•	 Better	at	acquiring	people	with	previous	work	experience
•	 Better	at	generating	large	numbers	of	hires
•	 Better	at	generating	professional	hires
•	 Better	for	long-term	needs
•	 Better	for	hiring	in	noncore	competency	areas	of	the	company
•	 Better	for	finding	diverse	applicants
•	 Better	for	finding	people	not	actively	looking	for	a	job.

Because recruiting sources differ in their strengths and weaknesses,6 and because recruit-
ing sources are not equally effective for all positions, it is best to be familiar with a variety of 
techniques and approaches. Effectively managing your talent supply chain often requires the 
flexible use of multiple sources and combinations of sources. Many different recruiting sources 
exist, each with different strengths and weaknesses. Next, we discuss various recruiting sources 
and how to use each of them.

What recruItIng sources exIst?

Recruiting sources can be thought of as being either internal or external to the company. internal 
recruiting sources locate people who currently work for the company who would be good 
recruits for other positions. external recruiting sources target people outside the firm. Firms 
often try to fill positions internally first, turning to external recruiting sources if no suitable 

Active job seekers

people who need a job and are actively 
looking for information about job 
openings

semi-pAssive job seekers

people who are interested in a new 
position but only occasionally look 
actively for one

pAssive job seekers

people who are currently employed 
and are not actively seeking another 
job but could be tempted by the right 
opportunity

internAl recruiting 
sources

locate people who currently work 
for the company who would be good 
recruits for other positions

externAl recruiting 
sources

target people outside the firm
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internal candidates exist. Table 6-1 summarizes some of the most common internal and external 
recruiting sources.

Both internal and external sourcing have strengths and limitations. Internal candidates who 
don’t get promoted may get discouraged and leave the firm, making it critical to discuss with 
unsuccessful internal job candidates the reasons why they did not get the jobs they were applying 
for and what they can do to be more successful in the future. A firm that relies on internal sourc-
ing also runs the risk of limiting new ideas and insights. External candidates may be more likely 
than insiders to see challenges and opportunities in a new way and to bring fresh ideas to the 
company. External sourcing usually takes longer than internal sourcing and costs more as well. 
Research has found that external hires tend to perform lower for the first two years, have higher 
exit rates, and are paid 18 to 20 percent more than internal hires.7

Internal recruiting sources

Internal sourcing often lies at the core of an organization’s staffing system. Current employees 
are usually considered first when a job becomes available, particularly for firms whose talent 
philosophy supports promotion from within. As we have explained, the skills and talents of 
internal recruits are better known than external hires. Because current employees can hit the 
ground running once hired for other positions, many firms first try internal recruiting sources 
to fill a position, and look outside the firm only if a suitable internal candidate cannot be found.

Succession management, talent inventories, employee development, and internal job post-
ing systems are common internal recruiting sources. Next, we discuss each.

successIon ManageMent succession management is the ongoing process of recruiting, 
evaluating, developing, and preparing employees to assume other positions in the firm in the 
future. The goal of succession management is to enhance the firm’s bench strength of talent 
to ensure an ongoing supply of highly qualified people for key jobs. Succession management 
is grounded in the organization’s long-term business strategy and objectives and focuses on 
addressing employees’ developmental needs to prepare them to assume leadership and other key 

TAble 6-1  Internal and external Recruiting Sources

Internal Recruiting Sources external Recruiting Sources

• Succession management • Employee referrals
• Talent inventories • In-house recruiters
• Employee development • Written advertisements
• Internal job posting systems • Job and trade fairs
• Employee referrals • Observation

• Résumé databases
• Career sites
• Online job boards
• Search firms
• Professional associations
• State employment agencies
• Military transition services
• Acquisitions and mergers
• Raiding competitors
• Internet data mining
• Networking
• Schools
• Previous employees
• Non-U.S. citizens
• Walk-ins
• Creative sourcing
• Outsourcing

succession mAnAgement

the ongoing process of recruiting, 
evaluating, developing, and preparing 
employees to assume other positions in 
the firm in the future
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positions in the future. Ideally, at least one current employee is always ready and available to 
assume every key position in a firm if it should open up.

Obviously, not having the right talent in place can compromise a firm’s ability to continue 
performing if key people leave. It takes time to recruit, hire, and train a replacement, and even 
longer for the new hire to perform fully in the job. Facing the imminent retirement of baby 
boomers, increased demands for diversity, and fierce competition for talent, many organizations 
are using succession management systems to enhance their internal labor supply chains. For 
example, PanCanadian Energy (now EnCana) looks across the organization for high-potential 
employees who it can prepare to assume leadership positions in the future.8 Firms whose staffing 
strategies involve internal development are likely to use succession management to plan future 
employee moves and identify employee development opportunities. Succession management 
will be covered in more detail in Chapter 10.

talent InventorIes As discussed in Chapter 5, talent inventories are manual or computerized 
records of employees’ past performances, education and experience, promotability,  languages 
spoken, career interests, and so on. Employees and their managers can be jointly responsible 
for updating and ensuring the accuracy of the inventories, which help identify employees who 
are ready and available for promotion or transfer. If they are kept accurate and updated, talent 
inventories can be a very effective way to quickly and cheaply source  qualified internal candi-
dates who can then be contacted to determine their interest in the opportunity. However, if the 
talent inventories do not contain all of the relevant skills, experiences,  talents, and so forth that a 
company’s employees have, some qualified internal candidates will be overlooked.

eMployee DevelopMent employee development is the training of employees to extend 
their capabilities and prepare them to assume other jobs and roles in the firm. Companies like 
GE and IBM regularly use developmental activities and assignments to ensure their employees’ 
skills match the organization’s needs, and to increase the supply of internal talent available to the 
company in the future. By tracking employees’ performance in these development activities and 
updating employees’ qualifications inventories with their new talents, it is possible to quickly 
identify which employees have the potential to fill various positions throughout the company.

Leadership development programs are designed to improve employees’ leadership skills. 
Companies that utilize leadership development programs include Johnson & Johnson, L’Oréal, 
Raytheon, and GE. These firms use rotational programs that give participants the opportunity to 
work in a variety of areas. Many firms include training, coaching, developmental project assign-
ments, and mentoring as part of their leadership development programs. Dow Chemical is one of 
these companies. Dow uses employee development activities including mentoring, coaching, on-
the-job learning, and both Web- and university-based training programs to identify and develop 
promising internal talent. Eli Lilly’s developmental tools include individualized developmental 
plans, 360-degree feedback, job rotation, and a formal mentoring program.9

Internal Job postIng systeMs Many companies rely on employees to “self-nominate” 
themselves for openings based on their interest in and perceived fit with other positions in the 
firm. internal job posting systems publicize open jobs to employees. A posting describes 
the job’s qualifications and requirements as well as information about the work itself, often on 
the company’s intranet or on a bulletin board. An employee wishing to apply for another job 
in the firm can bid on the job and express his or her interest in being considered. Then, human 
resources typically reviews the internal bidder’s candidacy and personnel file to confirm that 
he or she meets the requirements of the vacancy, and the employee is contacted if he or she is 
considered for the open position.

Internal job posting systems allow employees to apply for positions they are interested in, 
reducing the possibility of overlooking qualified internal talent. Internal job posting systems are 
relatively fast and very inexpensive to use but may miss some qualified recruits because not all 
qualified employees may look at the postings. Many firms use a combination of internal job post-
ings and qualifications inventories to reduce the chances of missing a qualified internal candidate.

eMployee referrals employee referrals involve asking employees to refer coworkers 
for open positions. Because people are often aware of the talents and career aspirations of their 

employee development

the training of employees to extend 
their capabilities and prepare them to 
assume other jobs and roles in the firm

leAdership development 
progrAms

a specific type of employee 
development that develops the 
leadership skills of employees seen as 
having leadership potential

internAl job posting 
systems

systems that publicize a firm’s open 
jobs to the company’s employees

employee referrAls

a practice by which current employees 
identify and refer promising recruits
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colleagues, and are familiar with their coworkers’ job performance and work habits, they can 
help identify promising internal talent. Nearly a third of The Container Store’s 2,500 workers 
were hired via referrals.10 Consulting firm Accenture’s goal is to make current employees its top 
talent source. Accenture hires more than a third of its employees through employee referrals, and 
rewards employees with $7,000 or more for successful hires with specific skills.11

Silicon Valley–based communications product and service provider Aricent’s dedicated 
five-person employee referral team guarantees action within 72 hours of a referral submission. 
Its help desk also guarantees a response to all inquiries within eight hours. Referral program 
representatives attend employee meetings, social gatherings, workstations, and so on, to educate 
employees about the program and solicit on-the-spot referrals. It also distributes a calendar to 
keep employees aware of projected needs and events, and at some events it even provides on-
the-spot rewards to solicit referrals.12

When global consulting firm Accenture realized that the wording it used in job requisi-
tions and postings was much more formal than the language used in day-to-day conversation, 
it changed it to be more consistent with how friends or colleagues would discuss a role or the 
company. This made it easier for employees to assess whether they knew anyone who might fit 
the position. It also lets referring employees monitor the status of their referrals via e-mails, text 
messages, and RSS feeds.13 Accenture makes 34 percent of its hires through employee referrals, 
and estimates it saves over $700,000 in recruiting costs because of the program.14

external recruiting sources

At some point, all organizations rely on external recruiting sources to bring in needed talent. 
If a firm is growing or if it lacks needed talent internally, external sourcing can identify high- 
potential recruits outside the firm. Firms also bring in experienced people to acquire the expertise 
they need to launch new businesses or to expand into new markets. Next, we discuss a variety of 
common external recruiting sources and how to use them most effectively.

employee referrals

Asking your best talent to recommend the best people they’ve worked with in the past or people 
they feel would be good performers can generate high-quality leads. At Cognizant Technology 
Solutions in Teaneck, New Jersey, employee referrals account for more than 40 percent of the 
company’s new software engineers and MBA graduates with six to eight years’ work experi-
ence. Cognizant believes that referral hires remain longer and are a good fit compared to fresh 
recruits. Referring employees are rewarded with cash or reimbursements for external training 
after the new hire has successfully completed training.15 Thomas A. Morelli, vice president of 
human resources for Solectron, comments, “Around the world, our current employees are our 
best recruiting source. They understand the soul and spirit of the company.”16

Not all firms allow nepotism—that is, allow multiple family members to be hired by the 
firm. However, as part of their referral program, many companies do. James Coblin, Nucor 
Steel’s	general	manager	of	personnel	services,	agrees:	“People	ask	us,	‘Do	you	hire	families?’	
We hire entire clans. We’ve got brothers, sisters, cousins, husbands, wives.”17 Southwest 
Airlines actively encourages nepotism and asks employees to recommend family members who 
might make good employees. The only rule is that one family member can’t supervise another.18

Referral programs can be an effective way to acquire the names of high-quality potential 
applicants. Because they are putting their own reputations on the line and because the peo-
ple they refer will be coworkers, employees generally provide accurate information about the 
 people they refer.19 Moreover, because they have spoken with people who work at the company, 
employees hired via referrals are likely to have a more realistic picture of what working at the 
firm is like.20

Employees need to believe the company is a good place to work, or they are not likely 
to recommend the employer to others. Also, it should be noted that people tend to know and, 
therefore, refer people who are like themselves. This can result in a firm being relatively homo-
geneous. Groups underrepresented at a particular company (e.g., women and minorities) could 
be adversely affected by a heavy reliance on word-of-mouth recruiting, as a result.21

Employee referral programs are popular and tend to be relatively inexpensive, although 
some organizations reward employees quite generously for making successful referrals. 
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However, the practice can be relatively fast. Research shows that employees who have been 
referred have lower turnover early in their tenure with the firm22 and are better performers.23

According to one expert, an excellent internal or external referral program has the follow-
ing design features24:

 1. The on-the-job performance of referrals is tracked, and a bonus is given if the employee is 
rated as a top performer.

 2. Referrals for key positions are accepted regardless of whether there is a current opening.
 3. Hiring managers have direct access to the candidate referral database.
 4. Referrals are proactively sought from the employees most likely to know a top performer.
 5. Drawings and contests for prizes are held and guaranteed bonuses given for every hired 

referral, with the reward varying depending on how critical the job is.
 6. New hires in key positions are asked for referrals on their first day on the job.
 7. There is an appeal process for individuals who feel they were unfairly denied a referral bonus.

In-house sourcers Some organizations hire their own in-house sourcers—people who 
rely on their own contacts and research and the organization’s database of potential applicants to 
find recruits. In-house sourcers have a great deal of experience in the fields in which they work 
and may develop relationships with promising talent to keep them in the pipeline as potential 
future recruits. In-house sourcers are useful at developing and maintaining a talent pipeline, and 
their in-depth knowledge of the firm’s culture and business strategy can help them generate qual-
ity leads. Ernst & Young, Microsoft, Google, and Johnson & Johnson have employees dedicated 
to sourcing talent.

WrItten aDvertIseMents Written job advertisements in newspapers, magazines, trade 
journals, or other printed materials are a good way to attract active job seekers. The ads can also 
identify some semi-passive job seekers if they are placed outside of the traditional “help wanted” 
section in newspapers and appear in trade journals instead. Many firms still rely heavily on 
 written advertisements.

For example, skyrocketing demand for Silly Bandz, the fun shaped silicone-rubber 
bracelets, quickly increased the company’s need for new employees. The company effectively 
recruited people through Craigslist job advertisements to find people to help with ordering, 
maintaining the Web site, and shipping.25

Figure 6-1 shows an example of a more effective and a less effective written job adver-
tisement. The ad on the left is difficult to read, does not stress what is unique or desirable about 
the bank or present an employer brand, and would not be as effective as the ad on the right is in 
capturing a reader’s attention or persuading them to apply. The ad on the right presents a clear 
employer brand and value proposition, is easy to read, and gets the reader involved.

Job anD traDe faIrs job fairs are sourcing and recruiting events at which multiple employ-
ers and recruits meet with each other to discuss employment opportunities. They are common on 
college campuses. Some cities host them to help match residents with local jobs. Job fairs can be 
targeted to specific industries or have employers from multiple industries. They can be an effec-
tive way to source recruits, but it is important to ensure that the people who will attend the job 
fair are appropriately qualified.

Job fairs can take place on the Internet as well. Employers can post banner advertisements 
in a common area. Participants who are interested in learning more about an employer can click 
the banner and are sent to the firm’s virtual area, which contains company literature, descriptions 
of open positions, and electronic applications. Online career fairs usually run for a limited time 
to allow potential employers to gather as many inquiries and applications as possible in a short 
period.26 Online job fairs tend to be best for contacting active and semi-passive job seekers. 
Companies including GE Money, IBM, and Accenture are using Second Life to solicit candi-
dates, and even hold virtual job fairs in the space.27

trade fairs gather people from a particular industry to learn about current topics and prod-
ucts in their field. Attendees are usually their companies’ top salespeople, managers, researchers, 
and technical experts who are sent by their firms to learn about innovations and products in their 
industry as well as to sell their firms’ products. The people attending a trade fair are usually 
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fIgure 6-1 A More and a Less Effective Job Advertisement

EnergySpace, Inc.
Sales Manager Openings

Our ten-year old company was founded by the 
Patterson family to audit and improve the energy 
efficiency of homes and small businesses. We have 
grown considerably over the past few years and are 
looking to hire additional sales managers to work in 
our Chicago office to serve our Chicago and north-
west Indiana area markets. Our company has won 
numerous awards including the Chicago Green 
Building Council Blue Ribbon of Excellence and the 
Gold Level Illinois Green Efficiency Certification. We 
currently have 235 employees located in 5 offices in 
the Chicagoland area.

Sales manager responsibilities include leading a 
sales team, enhancing the customer service environ-
ment, and improving sales. Generating sales reports, 
documenting employee performance, and maintain-
ing the sales lead database are also required.

Job requirements include knowledge of home and 
small business energy audits, strong math and Excel 
skills, strong sales skills, and the ability to plan and 
schedule site visits with customers. A bachelor’s 
 degree in a related field and 2 or more years of 
sales management experience are required. Strong 
communication and customer service skills are also 
necessary.

A comprehensive benefits package including medi-
cal, dental, and vision benefits is provided and pay is 
commensurate with qualifications and performance.

If you are interested in the position, would like more 
information, or want to apply, visit our website at 
www.energyefficientspace.com.

EnergySpace, Inc.
Improving Our World

Sales Manager Openings

Make a difference every day by coaching,  motivating, 
and developing your sales staff.

People are the key to the success of our home and 
small business energy auditing business, and we 
rely on our managers to make our customer focused 
strategy come to life. If you are a creative, motivated 
sales leader interested in taking your career to the 
next level with our award winning Chicago company, 
we would love to hear from you!

Job requirements:

•	 	At	 least	 two	 years	 of	 successful	 experi-
ence in sales leadership

•	 	A	bachelor’s	degree	or	higher	in	a	related	
field

•	 A	strong	customer	orientation
•	 	A	desire	to	motivate	others	to	obtain	high	

performance and lead by example

* Great Work Environment
 * Competitive Salary
  * Comprehensive Benefits
   * Advancement

For more information or to apply, visit our website at

www.energyefficientspace.com

passive or semi-passive job seekers, and their skill levels tend to be higher and more consistent 
than people attending job fairs.

observatIon Observation involves watching people working in similar jobs for other com-
panies to evaluate their potential fit with your organization. One of Nucor Steel’s best sources 
of new steelworkers is the construction workers who build its plants. As managers monitor their 
construction sites, they also look for workers who demonstrate the work habits they value, and 
then hire them.28

FirstMerit Bank’s sourcing strategy for retail positions is founded on the idea that you 
can’t hide great performers in customer-facing positions. To identify and assess potential recruits 
for its retail bank positions, FirstMerit routinely sends recruiters to visit nonbank retail stores to 
identify good customer service performers. The bank also sends recruiters to other banks, where 
they open bank accounts and note whether the people opening the accounts follow up when they 
say they will.29 It is important to carefully consider the ethics of engaging in behaviors that cost 
the other firm money (e.g., the salesperson’s or new account representative’s time), but many 
organizations do visit other companies simply to observe and try to identify promising recruits.

observAtion

watching people working in 
similar jobs for other companies to 
evaluate their potential fit with your 
organization
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résuMé Databases résumé databases are searchable collections of prescreened résumés 
submitted to the company. Many firms maintain a database of promising candidates who were 
not hired for other jobs or who were generated from continuous recruiting efforts. When a job 
becomes available, this often proves to be a promising source of candidates who have been 
preliminarily screened and perhaps thoroughly evaluated for other jobs. Microsoft is a good 
example of a company that does this. When Microsoft began reaching out to all the candidates in 
its résumé database—candidates who had previously declined job offers or interviews—to see if 
they would be interested in discussing opportunities with the firm again, the company’s  recruiters 
found that the majority of people were, indeed, interested. This initiative was so  successful that 
it became one of Microsoft’s core sourcing strategies.30

career sItes career sites are pages on an organization’s Web site devoted to jobs and 
careers within the company. Easy to find links to the career site are often placed on the other 
pages of the company’s Web site. Career sites help current customers and people interested in 
the company easily learn about what it is like to work for the company, what job openings exist, 
and how to apply. Including low-cost video or other interactive technologies can improve job 
seekers’ experience and help them evaluate whether or not to apply. Some organizations use 
multiple recruiting sources but require all applicants to apply through their career sites. This 
makes it easy to assemble a database of all applicants. Although the high volume of responses 
to a job posting on a career site can be problematic, many firms use applicant questionnaires and 
brief assessment tools to prescreen applicants and reduce the size of the resulting applicant pool. 
Some companies, including Fidelity and Intel, have created simpler mobile career sites that are 
optimized for mobile phone viewing.

Career sites are also very cost-effective, and allow an organization to communicate a lot 
of information about its values, philosophy, and job requirements to potential applicants. This, 
in turn, allows them to “self-select” out of the process if they don’t feel they are a good fit for 
the jobs they are applying for. Enterprise Rent-A-Car’s career site (www.enterprisealive.com) 
and Federated Department Stores’s site (www.retailogy.com) are excellent examples of how 
companies are using career sites to source recruits. Federated invests a lot in its career sites. 
So do Bloomingdales (www.bloomingdalesjobs.com) and Macy’s (www.macysjobs.com). The 
companies’ recruiters say their data show that the sites are their most cost-effective and produc-
tive recruiting sources.31

Research by the Corporate Executive Board found that job seekers who target specific 
employers including a company’s career site are more likely to be hired once they apply than 
are applicants who first visit through job aggregators or pay per click sources. The Corporate 
Executive Board found that as many as 72 percent of all hires start on a company’s career site.32

Internet Job boarDs internet job boards are Internet sites that allow employers to post 
jobs and job seekers to post résumés and use a search engine to find one another. Job boards are 
used for both sourcing and recruiting applicants. Sourcing is done by searching the job boards 
to find qualified people who posted résumés. Although they are commonly used, “push” sources 
like job boards yield many more applications but fewer hires than do “pull” sources used by job 
seekers to target specific employers such as a search engine or a company’s career site.33

Both general (e.g., Jobs.com and Monster.com) and specialty job boards (e.g., Nursing 
jobs.org, BioSpace.com, and ComputerJobs.com) help employers source promising recruits by 
searching the résumés that potential applicants have posted. USAJOBS (www.usajobs.gov) is 
the U.S. Government’s official online system for Federal employment information. Table 6-2 
lists some popular Internet job boards used to source recruits.

search fIrMs search firms or “headhunters” are independent companies that specialize in the 
recruitment and placement of particular types of talent. Contingency firms present their candidates 
to a number of organizations and charge a fee when one of them starts the job. Their fee is contin-
gent upon making a successful placement. Retainer firms charge employers a fixed fee in advance 
of the placement. Retainer firms are usually used for senior-management level and technical jobs 
that need more aggressive sourcing and recruitment methods to identify and generate candidates.

When choosing a search firm, it is important to research the firms being considered and the 
qualifications of the people who will be doing the work. If you are a recruiter, you should speak 

résumé dAtAbAses

searchable collections of prescreened 
résumés submitted to the company

cAreer sites

pages on an organization’s Web site 
devoted to jobs and careers within the 
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internet job boArds

Internet sites that allow employers 
to post jobs and job seekers to post 
résumés and use a search engine to 
find one another
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in the recruitment and placement of 
particular types of talent
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with former clients of the search firm to identify their strengths and weaknesses. Find out how 
quality-oriented the search firm is and what recruiting sources will be targeted and why. Learn 
when you should expect to see candidates, what form of status reports will be provided to you 
and when. Find out if the firm will narrow its leads to the list of candidates they actually assess, 
and how they will identify the finalists sent to the company. Also, establish what happens if you 
are not satisfied with the candidates the search firm presents and/or if the new hire leaves within 
a short period of time.

In addition, ask about the search firm’s placement and retention rate to see if the search 
firm’s previous performance matches your company’s needs. Find out if the firm is a member of 
the Association of Executive Search Consultants, a worldwide professional association for the 
retained executive search industry. If a search firm is not a member of the organization, ask if it 
is familiar with the AESC Code of Ethics and if they are willing to abide by it.

Some search firms focus on “raiding” high-ranking talent whose career paths are cut off at 
their current companies. Targeting the number two or three person on a successful project and 
offering them a chance for a job with greater responsibility can actually be an effective way to 
source talent. This practice is known as the “pull-up hire.” Search firms often keep files on the 
bench strength at various organizations, looking for frustrated stars.34 Because their networks 
are often very extensive, search firms can tap into a broader pool of talent than smaller or mid-
size firms. Search firms are not necessarily fast or cheap, but they can greatly improve the quan-
tity and quality of a firm’s applicant pool.

professIonal assocIatIons Professionals can often be found through the professional 
associations to which they belong. The Institute of Electrical and Electronics Engineers Inc. 
(IEEE) and the American Marketing Association are good examples of professional associations 
that provide job placement services to their members, including searchable résumé databases on 
their Web sites. Professional associations often prescreen their members for appropriate creden-
tials, making them a good source of prequalified recruits in that profession. Most professional 
associations also host conferences for their members, which can be a great way to identify and 
network with promising leads.

state eMployMent agencIes The U.S. Employment Service and affiliated state employ-
ment agencies serve both employers and job seekers. State employment agency services can 
provide outreach, interviewing, counseling, testing, and training to better prepare job seekers for 
employment. Specialized services for veterans, people with disabilities, youths between the ages 
of 16 and 22, and older workers also exist.

TAble 6-2  Internet Sourcing Web Sites

www.jigsaw.com An online business contact marketplace where marketers, 
recruiters, and salespeople can buy, sell, and trade business contact 
information

www.jobster.com A place where candidates send information about job openings 
to their contacts, who forward, recommend, and can even inquire 
themselves about the positions

www.linkedin.com Users activate links to people they know, which allows them to 
access information about the people their contacts know; contacts 
can be asked to introduce a user to someone they don’t know  
(www.linkedin.com/hiring)

www.datafrenzy.com A “résumé aggregate manager” that searches multiple job boards 
and a firm’s own résumé database for résumés and automatically 
uploads them into a sortable database

www.hirediversity.com, 
www.minorityjobs.net, 
www.gaywork.com

Web sites that specialize in diversity hiring
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MIlItary transItIon servIces Military transition services, such as the Army Career and 
Alumni Program, give employers access to an extensively trained, diversified group of separat-
ing professional and semiprofessional military members, veterans, and family members. The 
 service serves the lowest-ranked enlisted members through general officers and provides a Web 
site (www.acap.army.mil) that allows employers to advertise job vacancies. The service has 
helped many employers hire highly qualified personnel ranging from skilled mechanics to junior 
executives. These can also be good sources of hires for people with disabilities who are fully 
capable of performing difficult and hard-to-fill positions. Microsoft has a dedicated landing 
page aimed at recruiting people leaving military service (www.westillserve.com) that includes 
a decoder to translate military skills into Microsoft jobs. Friday afternoon chat sessions connect 
job seekers with veterans and others to help with military-to-civilian transition questions.35

acquIsItIons anD Mergers Some firms acquire, or merge, with other companies to 
acquire their talent, rather than for their products or services. For example, it is not uncommon 
for big companies to acquire small companies with talented employees and then redeploy them. 
Rather than wanting the company as a whole, they are acquiring the people and their potential. 
This is obviously an expensive strategy and not appropriate for an immediate hiring need, but 
it has been an effective sourcing strategy for pharmaceutical and other firms. When Facebook 
struck a deal to hire all but one of the employees from Android photosharing app developer 
Lightbox, the company wasn’t even included, only the talent.36

raIDIng coMpetItors raiding competitors, or “poaching,” is the practice of hiring top 
talent away from competitors. Although this can create a vicious cycle of firms within an indus-
try continuously poaching talent from each other, it can be a source of well-trained talent with 
relevant experience and a proven performance record. Raiding talent is often frowned upon and 
seen as unethical, and some industries have an informal agreement to not raid each other’s talent. 
Nonetheless, during talent shortages, poaching may become more common. For example, when 
quality oil executives were in short supply, the oil company BP Plc hired a refinery manager 
from Royal Dutch Shell Plc to run its troubled Texas City plant. This broke an oil industry taboo 
against “poaching” employees from one’s competitors.37

Poaching outside executives is sometimes seen as a less risky alternative to acquiring an 
entire company. When AT&T wanted to enter the computer systems integration business, it was 
concerned about incorporating an entire company into its culture. Instead, AT&T had its recruit-
ers locate the top 50 system integrators in the country. AT&T hired them and started its own 
systems integration business.38 When hiring an employee from a rival company, it is important 
to ensure that the person is not bound by a nondisclosure or noncompete agreement.

Hiring a competitor’s top performers does not guarantee that they will perform as well in 
your company.39 Differences in culture, business strategy, and coworker skills influence per-
formance and don’t move with the employee. In one case, an insurance adjustor moved from 
a company focused on low costs to one focused on providing high-end insurance with a strong 
emphasis on customer service. The adjustor couldn’t keep himself from “nickel and diming” 
customers on their claims, even though that behavior was in stark contrast with his new firm’s 
culture and strategy.40

The Internet has made it much easier to learn about your competition’s workforce. A sim-
ple LinkedIn search can identify key employees’ tenure, skills, and job information and even 
provide ways to contact them. Sites including Glassdoor.com can provide insights to talent com-
petitors’ strengths and weaknesses in the areas of talent acquisition and retention. It is important 
to remember that it is just as easy for your competitors to learn the same information about you, 
however, highlighting the importance of monitoring your employer image and reputation and 
developing a retention plan for valued talent.

Internet Data MInIng Some companies have found that over time, the same active job 
seekers often respond to newspaper ads, job postings on career Web sites, and Internet job boards, 
and that these methods often fail to attract sufficient numbers of qualified job seekers. internet 
data mining involves searching the Internet to locate semi-passive and passive job seekers with 
the characteristics and qualifications needed for a position. Recruiters then try to convert these 
leads into applicants. In addition to scanning online chat rooms and newsgroups for promising 
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recruits, three techniques for Internet data mining are Boolean searches, flip searching, and using 
Web crawlers. We discuss each of these next.

Résumés and promising recruiting leads can be identified through the use of complex 
boolean searches, an Internet search technique that allows a search to be narrowed by using 
special terms before the key words. Boolean searches allow the inclusion or exclusion of doc-
uments containing certain words through the use of operators such as AND, NOT, and OR. 
Although some Internet search engines do not support this type of searching, Google, AltaVista, 
and Yahoo do. The syntax may need to be altered for the different search engines. For example, 
on	Google,	you	might	use:

site:LinkedIn.com	(“web	designer”	or	“graphic	designer”)	Chicago	and	not	(eoe)

Whereas	on	Yahoo	you	might	use:

site:LinkedIn.com	(“web	designer”	or	“graphic	designer”)	Chicago–eoe

One major pharmaceutical company had a very difficult time sourcing doctors until it 
started using Boolean searching—with Boolean searching it became one of their easiest posi-
tions to source. This chapter’s Develop Your Skills feature shows how to conduct this type 
of search.

As the Internet has evolved and privacy concerns have escalated, fewer people are willing 
to put their résumé, telephone number, or contact information online. Instead, many people are 
using social networking sites like LinkedIn.com or Facebook to network and look for jobs.

X-raying searches for pages that are all on the same host (like LinkedIn). Putting 
“site:linkedin.com”	 or	 “site:facebook.com”	 or	 “site:myspace.com”	 at	 the	 beginning	 of	 your	
Boolean	search	string	limits	your	results	to	those	on	that	site	(e.g.,	try	“site:linkedin.com	(retail	
or clothing) (sales or professional) (Seattle)” (without the parentheses) to find retail sales profes-
sionals in Seattle who are on LinkedIn).

Flip searching, or flipping, identifies people who link to a specific Internet site. If you can 
identify a Web site often visited by desired recruits, identifying pages that link to the site can 
identify some of their résumés and personal Web pages. Flipping can be done with some of the 
major search engines, including Yahoo.com and AltaVista.com.

If a company is looking for an industrial-organizational psychologist to develop a new 
employee selection system, this technique can find the various sites and people that link to 
SIOP.org, the professional association of industrial-organizational psychologists. To do the 
search,	 visit	 a	 search	 engine	 such	 as	Yahoo.com	 and	 enter	 “link:siop.org	NY	 consultant”	 or	
“linkdomain:siop.org	NY	consultant.”	This	searches	for	possible	consultants	in	the	New	York	
area. Scroll through the results to find individual Web pages and résumés. The technique can be 
used in a variety of ways, including to identify people who currently work, or previously worked, 
for a competitor. Creating longer Boolean search strings can further streamline the search, and 
performing the searches on various search engines will give different results.

booleAn seArches

an Internet search technique that allows 
a search to be narrowed by using spe-
cial terms before the key words

If you are interested in developing your staffing skills, online 
courses are available in using Boolean searches to find passive 
recruits (see www.recruiting-online.com). Some companies offer 
even more comprehensive in-person and Web-based training 
and certification on active, Web-based sourcing strategies (see 
www.airsdirectory.com). Here is an example of how to use the 
Boolean technique to find Web designers located in the Chicago, 
Illinois, area able to use JavaScript.

 1. Go to www.google.com
 2. In the search box, type: site:LinkedIn.com (web designer or 

graphic designer) (San Francisco) and not (EOE).

The first part of the Boolean search string requests 
pages in the social networking site LinkedIn.com. The next 
part requests the skills “web designer” or “graphic designer” 
(each must be enclosed in quotation marks so it’s  recognized 
as a phrase). The last part of the request specifies the San 
Francisco area and screens out job postings (which  typically 
contain “EOE”). Boolean search syntax is precise. If you 
 encounter problems, check for spelling or punctuation  errors 
and/or missing or extra spaces. Varying search terms with 
words and phrases job candidates are likely to use can further 
improve your results.

Develop Your SkillS
Conducting Boolean Searches on the Internet

x-rAying

searching for pages that are all on the 
same host site

flip seArching

finding people who link to a specific 
Internet site
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Recruiters face some ethical issues when they conduct flip searches because the searches 
can pull up company directories, e-mail lists, and other company related information. In fact, 
it is sometimes possible to flip search yourself into a company’s internal intranet or restricted 
areas, which is private information and clearly unethical to hack into. Visitors leave an electronic 
footprint on every page and site visited so intrusions are likely to be noticed. Flip searching has 
its fans and critics, but clearly all companies should be careful about what content appears on 
their site.

Web crawlers are Web sites that continually search the Web for information about people 
with desirable talents and sell access to their database of potential recruits. Some Web sites have 
capitalized on companies’ growing interest in reaching out to more passive job seekers by com-
piling publicly available information about them—especially company executives and people 
with in-demand talents. One such firm, ZoomInfo (formerly Eliyon Technologies) continuously 
searches more than 15 million Web sites for information and sells this information to recruiters. 
ZoomInfo “reads” news articles, press releases, company Web pages, and SEC fillings, rec-
ognizing company and business professional data. In seconds, subscribers can search the over 
20  million ZoomInfo profiles and locate top people in U.S. companies, including more than 
11 million scientists, engineers, and other professionals. Because ZoomInfo copies Web pages 
permanently to its database, no link goes dead and both positive and negative information might 
be accessible forever.41 Because it helps to identify passive job seekers and provides information 
on potential candidate’s accomplishments, companies such as Merrill Lynch use ZoomInfo for 
searches for their executive-level candidates.

netWorkIng anD socIal MeDIa networking is the process of leveraging your personal 
connections to generate applicants. Similar to employee referrals, asking good people who 
don’t work for you for the names of other good people can generate promising recruiting leads. 
Although social media has only recently begun being used for sourcing and recruiting, its use is 
expected to increase because of its targeted search capability, and most recruiting software and 
applicant tracking systems have integrated them. Recruiters can quickly post job openings on 
social media sites, tap employees’ social networks to identify promising candidates, and track 
which social channels have the best recruiting and hiring results.

Internet sites like LinkedIn.com, Ryze.com, Tribe.net, Facebook.com, BranchOut.com, 
and Spoke.com facilitate sourcing via social networking. When a person joins an Internet social 
networking site, he or she creates a profile that helps him or her find and be found by others. 
A person’s network consists of his or her connections, his or her connections’ connections, and 
so on, linking them to thousands of people. To help manage the increasing number of social 
recruiting Web sites, some companies including Jobvite.com provide comprehensive Web and 
résumé database search technology as well as the ability to broadcast communications through 
a variety of social network and digital communication platforms including Twitter. Table 6-3 
describes a variety of social media recruiting sites that cater either to job seekers or employers. 
Some may help you get your next job!

To illustrate the power of social connections, when Robert Croak, creator of Silly Bandz, 
was behind on a deadline, he put up a post on Facebook and 20 people arrived within one hour 
to help.42 To contact someone, the information is entered on the social networking site, which 
checks the person’s network to see how he or she connects to your target person. The site usually 
identifies a number of people who link to the target person, each of whom introduces the searcher 
to the next, along with an explanation of who he or she is and who he or she is trying to con-
nect with. This gives job seekers a way to tap into broader networks and gives recruiters a way 
to reach potential recruits. Whenever an application is received, a recruiter can see which of the 
person’s contacts knows people who have worked with the candidate and more easily check their 
references. Because users’ profiles can be viewed by everyone, it is harder for applicants to mis-
represent or inflate their credentials.43 Another benefit of social networking technology is that 
it can increase the diversity of the talent pool accessible to recruiters. Although it can generate 
leads to more passive job candidates, social networking technology requires training and does not 
guarantee that the people identified will be interested in your job opportunity. It is also important 
to understand a site’s privacy policy before searching for applicants or posting information there.

Osram Sylvania, the North American operation of one of the world’s largest lighting 
manufacturers, fills hundreds of positions each year. To fuel its growth, it must be strategic 
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TAble 6-3  Social Media Recruiting Sites

Company Service Provided

BranchOut A social networking site similar to LinkedIn but on Facebook

BeKnown Job site Monster.com’s professional networking app on 
Facebook

Career Sonar
(https://www.careersonar.com/)

Provides a ranking of how well connected a job seeker is 
to a company with a job opening based on the person’s 
Facebook and LinkedIn networks

Tomigo
(tomigo.com)

Helps employers spread the word about job openings on 
social media using their employees’ networks

Path.to
(https://www.path.to/)

Mine a person’s social graph to identify jobs that are a good 
match

Talent Bin
(http://www.talentbin.com/)

Helps recruiters find talent through their social graph

Zao
(www.zao.com)

Rewards employees and referrers (former employees, 
vendors, and the trusted business network) for referral hires 
to promote the distribution of job announcements across 
their social networks

Recmnd.me
(https://recmnd.me/)

A recommendation building tool for job seekers

Jobvite
(http://recruiting.jobvite.com/)

A recruiting platform to help source and engage candidates 
on the Internet, social media and through employee referrals

Bright
(www.bright.com)

Uses an algorithm that evaluates a job seeker’s résumé and 
produces a score employers can use to screen candidates

tweetMyJobs
(http://www.tweetmyjobs 
.com/)

Enables employers to distribute automated job postings 
through more than 10,000 Twitter job channels and 
Facebook and mobile applications

Identified HealthRecruit 
(http://employers.identified.
com/healthrecruit)

Health care–specific sourcing tool that uses social networks 
including Facebook to identify passive clinical professionals 
not on LinkedIn or job boards

and start filling its talent pipelines well in advance. The company has been very successful 
using LinkedIn to recruit for positions including chemical engineers. Because the notes asso-
ciated with the profile for Osram’s recruiter on the Web site indicate that she is always look-
ing for chemical engineers, she receives inquiries from people who she would not normally 
be able to network with.44 Because the candidates generated by social networking sites are 
often passive job seekers, the combination of high touch and high tech created by the social 
networking technology allows recruiters to source faster and gives candidates extra time to 
consider jobs.

Companies are also increasingly using the free social networking site Twitter.com to 
source recruits.45 In addition to getting the word out quickly to targeted people, the message 
can get re-tweeted and reach an even wider audience. When one legal recruiter received an 
e-mail one morning that an insurance industry client needed 40 lawyers immediately for a big 
document review, she quickly sent a tweet to her 150 followers, which was re-twittered by 
legal blogs that follow her. She had 10 replies waiting for her at the office and filled every post 
by lunch. She says, “With job boards it takes a couple days before people look. But Twitter is 
immediate.”46

Buzzwords can also be searched on Twitter to source recruits with specific skills or 
who  live in a certain area (e.g., using hashtags like #jobs or #RKE for the Roanoke Virginia 
area). Using unique URLs (shortened to meet Twitter’s 140 character maximum using sites like 
www.bit.ly) that link each open position to a page describing the application process, data can 
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be obtained about who clicks through to job postings and where they are located.47 Twitter’s Job 
Deck and www.twitjobsearch.com are increasing job seekers’ use of Twitter by making it easy 
to find tweets advertising job openings.

There are downsides to using Twitter, including the possibility that a job posting quickly 
goes viral on Twitter in a negative way. When using Twitter or any social media recruiting tool 
it is also a good idea to prevent them from becoming a primary recruiting source for legal rea-
sons as applicant diversity and legal discrimination risks may be negatively affected. Personal 
photographs on sites including Twitter and Facebook disclose the person’s race, gender, age, 
disability, and possibly other protected categories that the firm otherwise would not have access 
to at this recruiting stage. Social networking sites also do not include the entire population and 
are often limited to certain social groups. For example, in 2013, only 7 percent of LinkedIn users 
were black and only 8 percent were Hispanic.48 Social networking sites are also better for sourc-
ing for technology-related positions due to the nature of the people using them.

To maximize the use of Twitter for your own job search, follow, re-tweet, and interact 
with employees and hiring managers at companies where you would like to work. Make sure 
that your Twitter profile contains a professional photo and keep your tweets non-offensive. It 
can also be helpful to create a 140-character résumé describing your skills, the type of job you’re 
interested in, and how a recruiter could contact you.

A survey of over 160,000 recruiters found that 98 percent of recruiters used social media to 
recruit in 2012, with 22 percent using Facebook, 27 percent using Twitter, and 97 percent using 
LinkedIn.49 Job postings were viewed an average of 179 times per job on LinkedIn, 45 times on 
Twitter, and 10 times on Facebook. Social media use was highest among recruiters for informa-
tion technology, finance and banking, health care, and manufacturing positions.50 Social media 
is also used to source passive job seekers who are not actively looking for a new job.

It is important to set guidelines for recruiters in using social media. Expectations about 
which social media outlets can be used, which jobs to target, and which metrics to track should 
be clearly communicated. A statement detailing the organization’s strategic and practical intent 
in using social media for sourcing and recruiting helps recruiters to better understand when and 
how to use and when and how not to use these tools.51

Some companies are also creating their own networks with promising talent leads. As 
discussed in the opening vignette, global technology security company McAfee invites top talent 
prospects to participate in an online talent communities and provides them customized premium 
content and forums moderated by senior McAfee executives.52 Other companies monitor the 
social media contributions of potential recruits to identify expertise in particular areas.

schools Colleges and universities are a common recruiting source for both graduates and 
interns. Companies often source from only a few universities for each job family, focusing on 
the programs whose graduates best meet the firm’s needs. Microsoft tracks the schools from 
which its best workers come from.53 Recruiting from a limited number of campuses also allows 
firms to develop a relationship with the university and its faculty, which can give it greater 
access to its students. Qualcomm funds labs and faculty research projects on targeted campuses, 
and has an on-campus ambassador program.54 Some companies leverage this relationship by 
asking faculty members to pass along the names of the students who would be the best fits with 
the companies’ needs. The National Association of Colleges and Employers’ ethical guidelines 
for career service professionals and campus sourcers and recruiters, Principles for Professional 
Conduct for Career Services and Employment Professionals, is available online.55

Internships can also be an effective source of new hires. Employers get a good look at 
potential hires during their internships, and the interns get the opportunity to evaluate whether 
the company is a place they would like to work. Interns become the majority of new hires at 
J.P. Morgan and Goldman Sachs.56 A survey of more than 300 employers found that 30 percent 
of new college hires came from internship programs, and about 25 percent came from coopera-
tive education programs.57 Merrill Lynch gives three out of four summer interns a full-time job 
offer, sourcing them as early as their freshman year to build relationships sooner and increase the 
probability that it will be able to hire them.58

Some firms, including Lockheed Martin, Agilent Technologies, and Deloitte & Touche, 
have even begun sourcing future hires for hard-to-fill jobs in engineering, accounting, and other 
areas from high schools. Likewise, the accounting firm Deloitte spends more than $1 million 
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a year sending employees to 45 different high schools to mentor students in how to run virtual 
businesses. The mentors teach the students the skills and work ethic they will need in the work-
ing world, and generate a pipeline of smart, motivated talent.59 Supermarket chain H.E. Butt 
Grocery Co. sponsors programs including internships and formal training programs to introduce 
high school students to its job opportunities. CVS Pharmacy launched Pathways to Pharmacy to 
expose children from the inner city and rural areas to science and math. The program also trains 
them in job skills and encourages them to consider a pharmacy career.60

prevIous eMployees Some organizations make it a point to stay in touch with depart-
ing employees and try to rehire them later. Apple Computer and Starbucks did this when they 
rehired Steve Jobs and Howard Schultz, respectively, as their CEOs. After the September 11 
terrorist attacks, the FBI faced a serious challenge when it tried to launch a worldwide investiga-
tion. More than 40 percent of its agents around the world had no more than five years on the job.

To regain the experience it would need, the FBI hired dozens of its retired agents on a con-
tract basis as intelligence analysts and evidence examiners.61 Similarly, because it can’t easily or 
quickly train people with expertise in aircraft engine performance problems, the Navy keeps the 
addresses of retirees and other past employees in a database for use in the event they are needed.

When the Federal Deposit Insurance Corporation needed to prepare for an increase in 
failed financial institutions in 2008 it brought back 25 retirees, many of whom worked during 
the savings-and-loan crisis in the late 1980s and early 1990s.62 Companies including IBM and 
KPMG have set up Web sites for their alumni networks to keep in touch with former  employees.63 
Software that analyzes the dynamics of each alumnus’s connections helped one accounting firm 
rehire 31 boomerangs through its alumni network.64

An employee who voluntarily leaves to pursue other opportunities may find that the 
new job is not what he or she expected, or the new venture simply may not work out. These 
 “boomerang” employees are already familiar with the job and organization, and the company has 
a good idea of their talents and fit with the firm. They are also likely to get up to speed quickly, 
and have enhanced their skills while they were gone. It is a good idea to inquire about how they 
spent their time away from the company, and how they feel about returning. If they left because 
they felt mistreated, they may have low morale or an undesirable attitude.65 One potential draw-
back is that if returning employees are given better positions than they had when they left, other 
employees may conclude that the only way to get ahead is to leave the company.

non-u.s. cItIzens Because recruiting globally dramatically increases the pool of available 
talent, some firms try to source foreign workers and sponsor a visa for them. Because some 
programs, including the most popular employment-based immigration program, the H-1B visa 
program, require a new employer to repeat the sponsorship application process if an employee 
wishes to leave his or her current organization, employees recruited this way often feel more 
obligated to stay with their employers than people hired domestically do. By increasing the like-
lihood that its workers will stay with the company for the duration of their visas, the program can 
increase the stability of a firm’s employees and reduce the company’s turnover costs.66

In the United States, the Immigration and Nationality Act (INA) allows firms to hire only 
eligible aliens who are specifically authorized to work in the United States. Legal immigrants to 
the United States can become eligible by applying for a “green card” from the Immigration and 
Naturalization Service. Employers must verify the eligibility of all of their new employees, and 
applicants must show proof of their eligibility for U.S. employment by completing an I-9 form. 
The firm must keep I-9 forms on file for at least three years after the applicant is hired or one 
year after employment ends, whichever is less.

Other recruits who are not citizens may be approved for hire through the Labor Condition 
Application and Foreign Labor Certification programs administered by the Department of 
Labor’s Employment and Training Administration. To hire seasonal help, employers must dem-
onstrate that they have tried to hire U.S. citizens without success. Foreign professionals must 
also be paid the prevailing U.S. wage in their field. Some workers—nurses, for example—must 
comply with the certification procedures set forth by the Department of Labor. Although the pro-
cess can take up to two years, it can be worthwhile for companies seeking highly skilled work-
ers. If the hiring organization can show the Department of Labor that qualified workers are not 
available and that the wages and working conditions offered will not adversely affect those of 
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similarly employed U.S. workers, a regional certifying officer can grant the labor certification. 
Several types of employment visas exist to meet different employment conditions.

Offshore labor refers to employees living and working in other, usually lower-cost, coun-
tries. Reducing a firm’s labor costs is one of the most obvious reasons for offshoring, but the 
quest	 for	 talent	 is	another	motivation:	By	offshoring,	companies	are	able	 to	pursue	 top	 talent	
wherever it is located. Reliable and affordable communication infrastructure has made offshore 
labor feasible for many jobs. Although not a fast solution to a hiring need, sourcing offshore 
labor can help acquire quality talent at an affordable price.

Hiring employees is only part of the challenge when a firm offshores. The new workers 
must also be trained in the company’s culture and practices. Because of the negative effects on 
U.S. jobs, offshoring has been a frequent topic of debate. Bank of America Corporation received 
negative media attention in recent years when it laid off hundreds of IT workers after requiring 
some of them to train their Indian replacements. But the company learned from its mistake, and 
now gives its workers six to eight months’ notice before offshoring their jobs, which usually 
gives them enough time to train for new assignments or hunt for other jobs.67 Firms must also 
balance the cost savings of moving some jobs to cheaper locations with the need to protect their 
sensitive technologies and business secrets. For example, to prevent its technology from being 
stolen, Symantec, producer of Norton AntiVirus, refuses to offshore or outsource its virus defini-
tions or the engine that works with these definitions to prevent viruses.68

Walk-Ins Walk-ins are people who apply directly with companies. Many employers post hir-
ing signs on their properties to encourage people to do just this. Some walk-ins occur even when 
no openings exist. Walk-in applicants may be asked to complete a job application and given a 
quick interview to assess their qualifications. Depending on their policies, some organizations 
only accept walk-in applications for specific positions. Other organizations screen walk-in appli-
cations to keep promising recruits on file in case a position opens in the future.

creatIve sourcIng Some firms have utilized creative sourcing strategies, including 
 recruiting at their own training events for employees of other companies, “speed hiring”  sessions 
modeled after speed dating, and reading chat room postings and blogs to locate talented peo-
ple. Some firms, such as Google, have even held talent competitions and made job offers to 
the winners.

While pink slips were being handed out at Yahoo’s corporate campus, executives from 
Internet voice and video company Tokbox set up a taco truck across the street, offering affected 
employees and anyone else who wanted to chat a hot lunch and information about working for 
Tokbox. The novelty of their efforts generated hundreds of thousands of dollars worth of free 
PR and employment advertising.69

To attract whiz kids, Google posted math puzzles on giant signs in subway stations, and a 
Web address for where to submit answers. Respondents were then directed to Google’s recruit-
ment site and encouraged to apply.70 Cisco Systems regularly uses creative advertisements and 
stunts to draw job seekers to its Web site. Cisco sponsors coffee carts at industry conferences, 
asking patrons to fill out information sheets while waiting for their free coffee.71 When Cisco 
learned that members of their targeted applicant pool like to visit antique shows and micro-
brewery festivals, Cisco’s recruiters began attending them to identify potential recruits. Cisco 
regularly introduces new and innovative recruiting practices to replace old ones every 6 to 
12 months.72

outsourcIng Outsourcing tasks to other individuals or organizations able to do required 
work effectively and efficiently is another external sourcing option. Hiring consultants or ven-
dors to provide services or perform needed work can be a relatively fast talent solution. For 
example, Amazon.com allows other businesses of all sizes to store their products in Amazon’s 
fulfillment centers and have Amazon pick, pack, ship, and provide customer service for their 
products.73 For many companies this is much more efficient than building and staffing their own 
fulfillment center. Web sites including Elance also make it fast and easy to find freelancers in a 
variety of areas including Web developers, programmers, writers, and marketers.74

Table 6-4 summarizes the effectiveness of these external sourcing methods in terms of 
their speed, cost, and the types of applicants they tend to generate.

offshore lAbor

employees living and working in other, 
usually lower-cost, countries

WAlk-ins

people who apply directly with 
companies
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creatIng a sourcIng plan

A sourcing plan prioritizes which recruiting sources should be used to staff a given position to 
best meet staffing goals that include the cost, speed, and quality of new hires. When creating a 
sourcing	plan,	a	firm	should	do	the	following:

 1. Profile desirable employees
 2. Analyze the effectiveness of different recruiting sources on an ongoing basis
 3. Utilize different recruiting sources based on the firm’s staffing goals and employee profiles

Next, we discuss each step in more detail.

profiling Desirable employees

Just as marketers use customer behavior profiles to better position their products in the market-
place, “employee profiles” help firms identify desirable talent. employee profiling identifies 
what the firm’s successful current employees like to do and how people like them can be recruited. 
To accomplish this, a firm can use a survey or focus group whereby the firm’s top performers are 
asked about where they like to go, what media they use, what organizations they belong to, what 
events they attend, and how it’s easiest for them to be reached. Identifying how top performers 
differ from poorer performers can also help a firm prioritize its recruiting sources.75

Anecdotal evidence suggests that employee profiling can be extremely effective. For 
example, the Minneapolis-based chain Caribou Coffee realized that some of its best perform-
ers were women in their thirties who needed a job with flexible hours because of their families. 
After conducting focus groups of moms currently on staff, the company created a successful, 
low-cost recruitment campaign to appeal to this applicant pool.76 When Chiron Corporation, 
a Silicon Valley biopharmaceutical firm, was having difficulty hiring a pharmacist in a tight 
labor market, it sent two recruiters to a local Walgreens to ask the pharmacists there for ideas 
about how they could get in touch with other pharmacists. After providing the recruiters with 

TAble 6-4  The effectiveness of Various external Sourcing Methods

Source Speed Cost Types of Applicants

Employee referrals Fast Depends on rewards All
In-house recruiters Fast Moderate All
Written advertisements Moderate Moderate Active
Job and trade fairs Fast Low Active
Observation Moderate Low Passive
Résumé databases Fast Low Active
Career sites Moderate Moderate Active
Online job boards Moderate Low Active
Search firms Moderate to slow High All
Professional associations Moderate Low All
State employment agencies Moderate Low Active
Military transition services Moderate Low Active
Acquisitions and mergers Slow High All
Raiding competitors Moderate Moderate All
Internet data mining Moderate Low Passive
Networking and social 
media

Moderate Low All

Schools Slow Moderate Active
Previous employees Moderate Low All
Non-U.S. citizens Slow Moderate Active
Walk-ins Fast Low Active
Creative sourcing Depends on the 

source
Depends on the 
source

All

Outsourcing Fast to moderate Moderate N/A

sourcing plAn

prioritizes which recruiting sources 
should be used to staff a given position 
to best meet staffing goals

employee profiling

a process that helps a firm identify 
what its successful current employees 
like to do and how people like them 
can be recruited
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information about the Web sites pharmacists might go to on the Internet, and how Walgreens 
would go about hiring another pharmacist, the staffers at the store even offered some leads from 
their own network of colleagues.77 Chiron also uses focus groups and other research to profile its 
most talented employees.78

performing ongoing recruiting source effectiveness analyses

There is no one best sourcing strategy in recruitment. What works for one job (or company) 
might not work for another job, or work for the same company in the future. For these reasons, 
all of a firm’s sourcing strategies, both internal and external, need to be under constant review.

This	involves	tracking	the	following	metrics:

•	 How	 applicants,	 top	 candidates,	 and	 successful	 new	hires	 discovered	 the	 vacancies	 for	
which they applied

•	 How	many	recruits	each	source	generated
•	 What	quality	of	recruits	each	source	generated,	and	what	was	the	range	of	the	quality	from	

each source
•	 What	were	the	demographic	characteristics	of	the	recruits	from	each	source
•	 Yield	ratios	for	each	source
•	 Conversion	rates	from	applicant	to	hire	for	each	source
•	 Absence	and	turnover	rates	by	source
•	 Job	performance	by	source
•	 Promotion	rates	by	source
•	 Data	relevant	to	other	staffing	goals

Table 6-5 shows a hypothetical recruiting source analysis for an engineering position. 
Additional criteria could be tracked, including demographic information about applicants, hir-
ing rates, and conversion rates from applicant to hire, but we will simplify the analysis for the 
purposes of demonstration. Assuming that for its engineers, the hiring firm values the quality of 
its new hires the most, followed by the associated costs of hiring them, and the speed with which 
they can be hired, the analysis indicates that college hiring has been the best source for new 
engineers. The time it takes to fill engineering openings from this source is rather long, however. 
The analysis shows that the second best source has been employee referrals. This method has 
proven to be relatively fast but modestly expensive due to the referral bonuses paid to employees 
for their recommendations. The third best source, career sites, is also relatively fast and costs less 
than the other two methods but produces lower-quality hires.

Yield ratios and other data should be collected for each recruiting source. For example, 
in Table 6-5, the fact that college hiring yields the best applicants but is slow could mean that 
another source would be better, or that the yield ratios and time lapse data for each step in the 
process should be examined to determine how to make each step more efficient.

Human resource professionals analyze applicant flows (how many and what type of appli-
cants come from each recruiting source) and selection ratios (of the applicants coming from 
each recruiting source, what proportion of them are hired) to understand the effectiveness of 
the recruiting sources being used to fill a position. Problems are not likely to be identified or 
 corrected without this information.

TAble 6-5  A Recruiting Source Analysis for an engineer’s Position

Average Speed (Months) Cost per Hire ($) New Hire Quality

College hiring 8  5,500 Very High

Employee referrals 2  8,000 High

Career sites 2  2,500 Good

Search firm 4 15,000 Good

Walk-ins 1    500 OK

Newspaper ads 2  1,000 Poor
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There are two relatively simple analyses of applicant flows and selection ratios that an 
employer can apply to evaluate its recruiting sources for a particular position. Applicant flow can 
be tracked using a recruiting yield analysis of the sources producing job applicants. A recruiting 
yield analysis simply tracks the recruiting source(s) that produced each applicant and evaluates 
each recruiting source on the basis of relevant criteria including the number and proportion of 
qualified applicants coming from each source and their demographic characteristics.

As an example, imagine that the only recruiting sources a firm used were a newspaper adver-
tisement and word-of-mouth recruiting. Assume that 40 percent of the 500 applicants  produced 
by the newspaper advertisement were hired for positions with the firm (a 40 percent selection 
ratio), and of them 95 percent were white males, and that 70 percent of the 150  applicants gener-
ated through word-of-mouth recruiting were hired, and of them 50 percent were white males. 
These numbers indicate that word-of-mouth recruiting was more effective in terms of both the 
quality of applicants and their diversity. Now consider adding a minority job board to the sourc-
ing strategy. If eight of the ten people hired through the job board were minorities and the ad 
generated 30 applicants, the addition of the minority job board could result in greater diversity 
even if it generates fewer quality applicants overall.

The proportion of different types of applicants dropping out of the application process at 
different stages can also be tracked and evaluated. Organizations are well served by diversify-
ing their recruiting methods and tracking each source’s effectiveness on whatever criteria are 
relevant to it, including the quantity, quality, and diversity of applicants as well as the length 
of time new hires serve with the company, their performance level, and the costs of recruiting 
them. This information can enable the organization to balance its recruiting sources to increase 
the probability of the desired distribution of qualified applicants at a reasonable cost. For exam-
ple, when the bank holding company Wachovia analyzed its past sourcing data, it found that 
although Internet job boards were the cheapest way to source new hires, the volume of applicants 
was overwhelming. When Wachovia tracked its sources of new hires in terms of quality of hire 
rather than number of hires, the analysis led to more limited and shorter-term posting of jobs 
through job boards.79

It is important to note that as an organization begins to recruit differently and its workforce 
becomes more heterogeneous (diverse), the effectiveness of different recruiting sources can 
change. For example, as more women and minorities are hired, it will create a number of female 
and minority employee ambassadors who can recruit other minorities and women via word-of-
mouth recruiting. This can improve the effectiveness of word-of-mouth recruiting over time in 
terms of reaching diverse applicants. If a substantial proportion of successful minority employ-
ees applied for the position because they were told that the organization was actively looking to 
hire women and minorities, then this information could also be actively incorporated into future 
recruiting efforts. Moreover, research has consistently found that applicants who apply directly 
for jobs and those who were referred by current employees are more likely to receive and to 
accept job offers than were applicants recruited via other sources,80 probably because different 
recruitment sources tend to reach individuals from different applicant populations.81

An additional type of analysis can result in an increased understanding of from where 
qualified, diverse recruits are likely to come. By tracking the positions and organizations from 
which successful diverse employees come before being hired by the firm or moving into their 
current jobs with the firm, an organization can further identify its highest potential applicant 
pools and devote more resources to better tap them in the future. For example, if 30 percent of 
the successful minority employees are found to have previously worked in certain jobs else-
where in the organization and transferred into the target position, the organization might be able 
to realize a substantial return on its investment by offering training programs to employees such 
as these who wish to transfer to the target position.

prioritizing recruiting sources

The Corporate Executive Board’s 2011 “Smart Sourcing” survey found that three out of four 
recruiters still rely on the volume of candidates a source provides rather than on candidate qual-
ity when selecting which sourcing channel to use. The highest performing recruiters instead 
prioritize their recruiting sources based on the staffing goals for the position, market conditions, 
and data-based evidence about the talent quality provided by each source. Referring again to 

recruiting yield AnAlysis

tracks the recruiting sources that 
produced each applicant and evaluates 
each recruiting source on the basis of 
relevant criteria including the number 
and proportion of qualified applicants 
coming from each source and their 
demographic characteristics
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Table 6-5, for some hiring efforts, speed may be more important than for others. In the situation 
presented in Table 6-5, college hiring channels would not be the first recruiting source used to 
recruit engineers. Instead, employee referrals would be given priority.

It is important to consider the advantages and disadvantages of each recruiting source 
before picking which one is most appropriate for a specific business need. At one point, the 
human resource department of General Telephone and Electronics (GTE) was under pressure 
to focus on efficiency and lower its costs. To hire applicants faster, recruiters began tapping 
temporary agencies and job banks rather than graduating college students and experienced pro-
fessionals. The time to fill positions in one region fell to 50 percent below GTE’s company 
average at a lower cost per hire. But the turnover rate rose to twice the company average and 
customer service levels fell. An analysis revealed that by changing its sourcing strategy to meet 
the cost and efficiency goals, the sourcing process became less selective and the recruits’ poorer 
fit with the job and organization led to less-skilled hires, higher training and turnover costs, and 
lower levels of customer service.82 In other words, for GTE, the relative importance of different 
staffing goals influenced the prioritization of different recruiting sources, which dramatically 
changed the outcomes of the staffing process.

Little research has systematically addressed how organizations can and do make system-
atic and effective applicant sourcing decisions. From a cost and time perspective, targeting the 
most active job seekers is usually the best choice. If a company can find sufficient numbers of 
high-quality active job seekers using job boards or basic employee referral systems, it may be 
hard to justify doing more than this. But when the company can no longer find enough good 
people this way, the firm’s recruiters might be tempted to try recruiting from these same sources 
more intensely, which is ill advised. One survey found that almost 75 percent of recruiters use 
volume rather than quality criteria to determine which sourcing channels to use.83 Although it 
is obviously important to be able to hire sufficient numbers of employees, promoting applicant 
quantity over quality obviously risks a decreased yield of quality hires. Organizations should 
have multiple sourcing methods in their arsenal from which to choose depending on the specific 
needs and goals of each hiring effort.

By having a sourcing plan in place and managing it using appropriate metrics, a company 
can quickly adjust its sourcing methods when it needs to.84 Valero Energy Corporation gives 
each staffing project a risk factor and ranks every applicant source using a dependability index. 
When critical high-risk projects come in, only sources with high dependability index scores are 
allowed to work on the project. An automated system automatically assigns positions associated 
with the staffing project to various sources based on the labor type, job characteristics, speed, 
cost, quality, and source’s dependability.

Informal recruitment sources tend to outperform more formal recruitment sources.85 In par-
ticular, research on the effectiveness of different external recruiting sources has generally found 
that employees recruited through informal sources, particularly referrals, seem to have the highest 
rates of job survival and performance.86 This suggests that if low turnover is a primary goal of a 
recruiting effort, formal recruiting methods like advertising in print media and simply posting jobs 
on the Internet may be less effective than informal methods like networking and employee refer-
rals. Despite a modest amount of research on the effects of recruiting source on posthire outcomes, 
the findings have been relatively weak and inconsistent.87 Research has suggested that recruiting 
sources influence job satisfaction, turnover, and absenteeism through realism processes,88 which 
could partially explain why informal recruiting sources tend to outperform more formal sources.

sourcIng nontraDItIonal applIcant pools

Research on why and when organizations successfully target alternative labor markets and the 
short- and long-term consequences of doing so is lacking. That said, many organizations try to 
gain a competitive staffing advantage by focusing on potential applicants generally overlooked 
by other employers.89 “Nontraditional” applicants who differ from typical hires in terms of their 
educational background, previous employment, age, and so forth can be very good performers. 
One organization, Microboard Processing, a Connecticut-based assembler of electronic compo-
nents, sources one-third of its assemblers from high-risk groups including former drug addicts, 
people with criminal records, and welfare recipients. The recruits are often given simple land-
scaping jobs first to see how well they do before they are moved to the assembly operation. They 

M06_PHIL3491_03_GE_C06.indd   182 12/09/14   6:39 PM



	 Chapter	6	 •	 Sourcing:	Identifying	Recruits 183

are also given a lot of slack during the first few months on the job while they are adapting to the 
discipline of factory work. The company says that in return, it has hardworking employees who 
are grateful and loyal to Microboard for giving them a chance.90

As another example, during the economic expansion of the late 1990s, many of the top 
consulting firms were expanding and unable to hire sufficient numbers of the top MBA stu-
dents from the elite institutions where they had already recruited without compromising their 
standards. For McKinsey, rather than dipping farther down into the graduating MBA class and 
hiring from the top 10 percent rather than the top 5 percent, the company widened its candidate 
search and looked into many disciplines globally for the best talent it could find. These people 
were bright—many of them had earned PhDs, MDs, and law degrees. As such, they were easily 
trained to be quality consultants via McKinsey’s own mini-MBA program for new hires.91 By 
reassessing the value of sourcing from different labor pools, McKinsey successfully adjusted its 
sourcing strategy to maintain a supply of quality talent. As the projected talent and labor shortage 
in the United States92 increases, firms are likely to tap increasingly different applicant sources 
such	as	these.	Next,	we	discuss	three	nontraditional	applicant	pools:	workers	with		disabilities,	
older workers, and welfare recipients.

Workers with Disabilities

Qualified persons with disabilities are an underutilized labor source. The unemployment rate for 
people with disabilities is high, despite the fact that two-thirds of the currently unemployed per-
sons with disabilities would rather be working.93 The truth is, however, that disabled workers can 
be as productive as or more productive than nondisabled employees. People with disabilities are 
often creative problem solvers due to the challenges they face in their daily lives. Some disabilities 
can even be enabling in particular work contexts. For example, people who are deaf can commu-
nicate in noisy environments using American Sign Language. A study of Walgreens’ distribution 
centers found that its workers with disabilities had a 48 percent lower turnover rate than its non-
disabled population, as well as 67 percent lower medical costs and 73 percent time-off expenses.94

Employers who look at people’s abilities and not their disabilities often benefit from the 
talents of a diverse workforce. Walgreens proactively created a disability-friendly environment 
in its distribution division by creating two distribution centers designed specifically to employ 
people with physical and cognitive disabilities. At one facility, 40 percent of 400 employees 
have disclosed physical or cognitive disabilities. Because the technology and process changes 
originally intended to accommodate workers with disabilities improved everyone’s jobs, the 
facility’s overall efficiency rose 20 percent since opening.95

Temporary staffing agencies are one way to effectively source people with disabilities 
because they focus on the individual abilities, job skills, and interests of all job seekers. Staffing 
services use job assessment services, temporary job assignments, and skills training to help 
individuals with and without disabilities find appropriate employment. These services provide 
job seekers with opportunities to build a work history, experience different types of jobs, and 
increase their employment marketability and earning potential.96

The Labor Department’s Office of Disability Employment Policy97 facilitates sourcing 
people with disabilities by distributing a free CD-ROM database in which employers can search 
from a pool of prescreened applicants in fields including computer sciences, business, communi-
cations, and engineering. The federally funded Job Accommodation Network is a free consulting 
service of the Office of Disability Employment Policy. The network provides employers with 
suggestions on how their workplaces and equipment can be modified to accommodate disabled 
employees.98 Although some employers worry about the cost of accommodating people with 
disabilities, many affordable technologies exist—80 percent of available accommodations tech-
nology costs less than $1,000.99

older Workers

The United States’ population and that of the world is aging. The United Nations estimates that 
by 2050, individuals over age 60 will comprise a larger segment of the population than will those 
individuals younger than age 15.100 But the surge in retirement-eligible workers will be a chal-
lenge many companies will have to manage long before 2050. By 2050, it is projected that nearly 
17 percent of the global population will be age 65 and over, up from 8 percent in 2013.101
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Facing business-threatening demographic shifts and skill shortages, some organizations 
have begun recruiting and retaining workers over 50. For example, to more than double its over-
55 workforce, which represented 16 percent of the company, CVS drugstore recruiters went 
to senior centers and pitched the company as a great place for older people to work. “Of the 
100 people who came to the presentation, only 10 wanted to work, but those were the 10 we 
wanted,” a CVS manager said.102 Walmart also makes recruitment pitches at senior centers. 
Borders bookstores and Home Depot have started “snowbird” programs that allow workers to 
transfer to stores in warmer regions during the winter. Many organizations are also rethinking 
ways of retaining older workers by offering them reduced or flexible hours, enhanced benefits 
packages, and the opportunity to work part time. The AARP, the advocacy group for retired 
people, posts on its Web site links to “featured employers,” including MetLife, Pitney Bowes, 
Borders, Home Depot, Principal Financial, and Walgreens—firms that recruit older workers by 
offering them health benefits, training, and flexible work schedules. Tens of thousands of seniors 
use the Web site monthly to search for job information.103

Some people believe that workers become more costly as they grow older due to more medi-
cal problems and more missed workdays. But Dan Smith, senior vice president for human resources 
at the Borders Group, says that “overall costs are not much different based on the age of employ-
ees. Training and recruiting costs are much lower than for younger workers. It all evens out.”104 
After years of encouraging workers to take early retirement as a way to cut jobs, many firms are 
seeking older workers because they have lower turnover rates and, in many cases, perform better. 
For large organizations, improved retention rates can be worth millions of dollars annually.

Welfare recipients

Federal and state governments have made moving welfare recipients from the public assistance 
rolls to employer payrolls a top priority. Business Interface Inc.105 (www.welfaretowork.org) 
develops and implements employment strategies and services that directly address employers’ 
reservations about hiring underserved populations. Historically, nontraditional applicant pools, 
such as welfare-to-work participants, are most likely to be utilized during labor shortages, when 
the jobs being recruited for are unattractive and the skill levels required for them are flexible.106 
Nonetheless, it is possible for organizations to regularly make use of the people in these pools when 
the risks associated with their employing workers such as these are relatively low. Retail drug and 
pharmacy giant CVS has hired over 60,000 low-wage and welfare-to-work participants.107

The hotel company Marriott International has a “Pathways to Independence” program, 
which is a six-week, preemployment, life and occupational skills training program designed 
to help people receiving public assistance transition to a productive career in the hospitality 
industry. Marriott’s Community Employment and Training Programs Department provides par-
ticipants with 60 hours of classroom instruction and 120 hours of occupational skills training. 
Participants learn the importance of job acquisition skills, safety, communication, personal life 
skills, and job retention. Participants who successfully complete the program receive full-time 
job offers with benefits from Marriott. The retention rates for Pathways graduates are among 
the highest in the high-turnover hospitality industry. Eighty percent of participants graduate, 
90 percent stay with Marriott for at least 90 days, and over 55 percent stay with the company for 
at least one year.108

global sourcIng anD geographIc targetIng

Another issue facing many organizations is the sourcing of recruits wherever they are located in 
the world. Companies seeking to expand globally also need to source local talent to staff their 
new operations abroad. International recruiting can be an important part of a company’s strategic 
recruiting effort because it can create a substantially larger pool of talent from which to identify, 
attract, and hire employees with key skills. Particularly for high-level skills or skills in short sup-
ply, recruiting from a global labor market may be necessary in a tight domestic labor market or 
if an organization wishes to employ the best talent.

In sourcing recruiting internationally, sensitivity to cultural differences is important. 
Flexibility in the execution of the recruiting strategy is critical, and recruitment methods that 
work best in each location must be identified. A database of potential candidates who live outside 
the United States can also be developed from customers, referrals, and people from around the 
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world who contact the organization. It can be helpful to learn as much as possible about  targeted 
recruiting regions and countries, including the kinds of people available and their  primary 
 interests and skill levels as well as their motivations and recruiting strategies that  particularly 
appeal to them. It is also important to become knowledgeable about visa requirements and the 
issues involved in bringing people to the United States to work. It is not necessarily difficult or 
expensive to do this, but it is important to be aware of the relevant legal and immigration regula-
tions. Next, we discuss some additional issues related to global sourcing.

global sourcing

global sourcing is the sourcing of employees on a global basis. Global sourcing requires plan-
ning, developing, implementing, and evaluating staffing initiatives on a worldwide basis to 
ensure that staffing goals and objectives are met. Sourcing and staffing a global workforce offers 
a substantially different set of challenges than does sourcing and staffing a domestic workforce. 
Implementing recruiting and staffing policies across a range of countries, each with its own cul-
tural, legal, economic, and political characteristics, is much more complex.

One of the primary challenges of sourcing and managing a global workforce is the need to 
strike	a	balance	between	two	competing	objectives:	integration	and	differentiation.	Integration 
refers to the coordination of a single global staffing strategy that gives the organization  adequate 
control over its local operations. Differentiation refers to the need to acknowledge and respect 
the diversity of local cultures and a firm’s employees’ expectations in those cultures. For 
 example, firms need to give some latitude to their local managers to tailor their strategies and 
practices to meet the needs of their locations. In Mexico, for example, personal relationships are 
often  important in business, and job candidates are often recruited by someone with whom they 
already have a relationship.109

When analyzing the potential of various international locations, local employment agen-
cies can be a useful source of information about the characteristics of the local labor force. These 
characteristics can include such factors as the local population’s skill base, local wage rates, 
employee turnover rates, and the cultural and legislative issues related to operating in the inter-
national location. Companies are wise to analyze whether an international locale has a sufficient 
amount of talent to support the firm’s planned operations and to consider a number of different 
locations before making a final decision.

After choosing an international location, companies sometimes rely on local employ-
ment agencies to staff them. Although the key employees located internationally are likely to 
be expatriates of the parent country, at least some host-country nationals with local experience 
are usually hired. The labor markets and the firm’s business needs will determine the balance of 
expatriates and local nationals for global companies, unless the hiring is highly regulated in the 
new location. (Some countries require international firms to employ a certain percentage of local 
workers, for example.) Companies can try to attract managers from competitors, or rely on local 
headhunting companies. Given the difficulty in forecasting demand in the new location, compa-
nies often try to keep their labor force as flexible as possible until it is clear that the new venture 
will succeed. Generally they do this by heavily relying on temporary staffing. Companies can 
also choose to work with a combination of both local employment agencies and global operators, 
which can service their requirements in a number of new markets.110

cultural awareness is an understanding of how our own culture can influence our 
 behavior, assumptions, and values, and is an important skill when staffing globally. Global 
recruiting programs must understand and respect the nuances of local culture and business styles 
and deliver a positive candidate experience to optimize the talent pool and hire successfully. 
Because of the many opportunities for misunderstandings due to different communication styles, 
etiquette, or expectations, advertising, written correspondence, and interviews should be tailored 
to the local culture.111

geographic targeting

geographic targeting, or sourcing recruits based on where they live, is also commonly done 
by organizations. Lower-level positions in an organization are typically filled from the local 
labor market, and the geographic boundaries for a sourcing effort tend to widen as the posi-
tion moves up the organization’s hierarchy. For example, searches for lower-skilled jobs are 
 usually local, and CEO searches are generally national, if not even global in nature. Although 

globAl sourcing

sourcing employees on a global basis

culturAl AWAreness

an understanding of how our own 
culture can influence our behavior, 
assumptions, and values

geogrAphic tArgeting
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very little research has been done on the organizational decision-making processes related to 
geographic targeting, several studies do indicate that a job’s geographic location is very impor-
tant to  applicants. For example, research on the job searches of college graduates indicates that 
many graduates do not consider job opportunities located outside their preferred geographic 
areas.112 The importance of location does not seem to be limited to lower-level employees 
and college graduates.113 In fact, experienced employees with greater family obligations and 
community ties114 are probably less likely to want to relocate to certain areas than college 
graduates are.

Geographic targeting can be done by focusing on the local labor market, focusing on labor 
markets in locations similar to the organization’s location in terms of city size, cost of living, 
climate, cultural and recreational opportunities, and other characteristics, or targeting individu-
als likely to find the organization’s location attractive. Individuals tend to have preferences 
for communities with specific characteristics and are more willing to relocate to areas such as 
these.115 Research has also found that when people relocate to areas and communities that are 
similar to where they previously lived, it’s easier for them to adjust.116 Identifying communi-
ties similar to an organization’s own location and targeting your recruiting efforts in these areas 
can be a promising sourcing strategy. For example, because it was difficult for Allied Signal, 
a multinational fiber manufacturer, to recruit new production employees in the tight Arizona 
labor market, the company (which is now a part of Honeywell Inc.) targeted qualified produc-
tion workers currently living in cold-weather cities. To recruit them, Allied Signal ran news-
paper advertisements that tempted candidates with stories about Arizona’s warmth and paid to 
relocate them.117 Other companies have moved their manufacturing plants to locations where an 
abundant and qualified workforce already exists. After a large employer in Lima, Ohio, lost its 
government defense contract and laid off a large number of skilled manufacturing employees, 
Siemens Automotive moved one of its manifold assembly plants from Windsor, Ontario, to 
Lima to take advantage of the availability of talent.118

In addition to better sourcing, another advantage of attending to the importance of geog-
raphy is that it can help an organization to manage its retention rates. A technology company 
might find that having a location in Silicon Valley allows it to tap into cutting-edge talent. And 
because the turnover rate is high in Silicon Valley, given the ease with which employees can 
switch employers, the firm may be able to continually refresh its talent. That said, high turn-
over could jeopardize a research and development project with a long lead time. In this case, 
establishing a separate, long-term research facility in a location such as a rural community, in 
which highly skilled semiconductor employees are not in great demand, can increase employee 
retention	rates.	Intersil,	a	semiconductor	designer	and	manufacturer,	is	a	good	example:	When	
the turnover rate in the semiconductor industry was at 20 percent, an Intersil semiconductor 
facility located in rural Pennsylvania had an average turnover of only 2 percent.119 Locating a 
facility in a location where local labor does not have access to many jobs due to transportation 
limitations can also increase the supply of labor as well as improve retention. Also, people with 
young families are sometimes interested in relocating to smaller, more rural communities, and 
may find it hard to leave the area once they have put down roots in those communities. When GE 
had trouble finding people willing to move to “dreary” Erie, Pennsylvania, the company began 
sourcing junior military officers. Having been used to working in foxholes, these people found 
that Erie wasn’t such a bad place to be. The program was so successful that GE soon expanded 
it throughout the company.120

Sourcing Top Talent at McAfee

McAfee adopted a two-step approach to creating and maintaining an engaged talent community 
from which to source future hires. First, its premier talent community membership is by invitation 
only. McAfee sends a personal invitation to targeted talent to invite them to participate in the online 
 talent community. Second, the company engages these high potential leads by providing  customized 
 premium content including discussion forums moderated by senior McAfee  executives, company 
news, executive profiles, and multimedia forums in addition to periodic job postings.121On the  landing 
page of its career site McAfee also invites job seekers to provide an  e-mail address and  complete 
a personal profile to receive information about upcoming company events and opportunities.122 
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Summary

Sourcing talent is an important part of the recruitment and staff-
ing process. Because it identifies the talent pools and the people 
who will eventually become applicants and new hires, it lays 
the foundation for a successful staffing effort. For firms pur-
suing quality passive job seekers who are not paying attention 
to traditional recruitment methods, a well-thought-out sourc-
ing strategy is essential for staffing success. Because effec-
tive sourcing improves the quality of the applicant pool, it also 
decreases the burden placed on the candidate assessment and 
selection system because more applicants would be good hires. 
As the competition for talent further intensifies, the ability to 
source talent is likely to be an increasingly important factor in 
firms’ abilities to find and attract the talent they need to execute 
their business strategies and maintain a competitive advantage.

A variety of sourcing strategies exist, and firms are get-
ting more creative in identifying quality semi-passive and pas-
sive job seekers to target during later recruitment efforts. The 
increasing number of sourcing methods and the pressures 
of sourcing job applicants in a tight talent market can create 
pressure to source in ways that may be legal, but unethical. 
Stretching the truth, poaching candidates from competitors, and 
using the Internet in deceitful ways are not ethical and can harm 
an employer’s reputation. By profiling desirable employees, 
performing ongoing recruiting source effectiveness analyses, 
and prioritizing recruiting sources based on staffing goals and 
employee profiles, firms can increase the return on their staff-
ing investment and increase the probability of efficiently and 
effectively finding and hiring the right talent.

Takeaway Points

 1. Sourcing is done to identify and locate high-potential people who 
will later be recruited by the firm. The quality and quantity of a 
company’s new hires and the firm’s return on its staffing invest-
ment are affected by its sourcing decisions.

 2. Recruiting sources differ on many dimensions, including their cost, 
the quality of the recruits they generate, the time it takes to hire, the 
number of hires they generate, the types of talent they generate, 
and the diversity of the applicants and new hires they generate.

 3. Different recruiting sources are appropriate for different types of 
positions. Sourcing executive talent might involve global target-
ing, search firms, and raiding competitors. Sourcing talent for a 
manufacturing line might involve local targeting, employee refer-
rals, relationships with local schools, and job fairs.

 4. A sourcing plan prioritizes different recruiting sources based on 
their ability to help the firm reach its staffing goals. Staffing goals 

aimed at hiring speed and low-cost hiring are likely to  result in 
a sourcing plan that prioritizes newspaper ads and employee 
 referrals over search firms and college recruiting efforts.

 5. Sourcing nontraditional applicant pools can require more 
 creative sourcing activities. A key component is identifying 
where and  how people with the desired characteristics can be 
reached so that a recruitment effort can be developed to effec-
tively target them.

 6. Geographic targeting helps firms restrict their sourcing activities 
to geographic locations likely to generate promising applicant 
leads. Firms usually source talent in local labor markets to fill 
lower-level positions. By contrast, the geographic boundaries for 
a sourcing effort tend to widen the higher up the position is in the 
organization’s hierarchy.

Its SocialMatcher feature also allows job seekers to identify available jobs that fit their education 
and experience to make it easier for people to identify opportunities at McAfee for which they 
are good fits.123

Developing a community of talent focused on its top recruiting prospects helped McAfee to 
better focus on and engage high potential future recruits, leading to a solid return on its invest-
ment. Time to fill for critical positions was reduced from 35 to 11 days, search firm expenses were 
 dramatically reduced, and information about the quality of the top talent in its recruiting pipelines 
was greatly enhanced. By keeping its identified top talent prospects aware of and engaged in the 
company McAfee was better able to convert these leads into applicants and, ultimately, hires.

Discussion Questions

 1. Define targeted sourcing. Why should companies engage in it 
rather	than	just	advertising	for	people?

 2. Discuss the advantages and limitations of recruiting people 
through employee referral programs. What can we infer if a refer-
ral	program	fails?

 3. Write about the following two instances—one when you were 
actively seeking a job and another in which you were a passive 
recipient of a job offer. Discuss your response in each case.

 4. Discuss the differences between succession planning and employee 
development.

 5. How might a company’s preferred recruiting sources differ when it 
is looking for local retail managers versus doing a national search 
for	managerial	talent?
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Exercises

 1. Strategy Exercise: Ringtone and Phones-R-Us are both success-
ful companies in the cellular phone retail sales business. On the 
one hand, Phones-R-Us pursues a low-cost strategy and has fairly 
high employee turnover rates. The firm relies on a high volume 
of phone sales to generate revenue. On the other hand, Ringtone 
pursues a competitive advantage based on customer intimacy and 
has very loyal employees. Ringtone sells expensive, high-quality 
phones and relies on its employees to provide high-quality cus-
tomer service to generate sales.

   The sales representatives for both companies “bring in the 
bacon.” As such, these people are a key factor to the firms’ suc-
cess.	How	should	each	company	source	recruits	for	the	position?

 2. Develop Your Skills Exercise: This chapter’s Develop Your Skills 
feature contains information about performing a Boolean search to 
identify passive job seekers. Adapt the Boolean terms presented 
in the feature, and do your own search to identify at least three 
recruiters in your area.

 3. Opening Vignette Exercise: This chapter’s opening vignette illus-
trated how McAfee created a more engaged talent community to 
improve its sourcing of top talent. If you had to choose only three 
metrics for McAfee to use to evaluate the effectiveness of its talent 
community	in	sourcing	top	talent,	what	would	they	be?	Why	did	you	
choose	them?	What	other	ideas	do	you	have	about	how	McAfee	can	
keep	its	talent	pipeline	full	of	high	quality	potential	job	applicants?

Case study

When Marissa Mayer became CEO of Yahoo, one of the first 
things she focused on was upgrading the company’s talent 
 assets.124 Because top technology talent is in such high  demand, 
and because Yahoo’s declining performance had made it an 
 unattractive employer, Yahoo was not having much success 
 attracting top talent through conventional means. Mayer under-
stood that many talented employees had resigned from Yahoo 
over the previous few years, and recognized that they could be 
very important to Yahoo’s talent turnaround and future success.

Yahoo also realized that, because hiring and developing 
new employees can take years compared to hiring back expe-
rienced people, it could be faster and more effective to reach 
out to ex-employees. Recruiters sent official Yahoo employee 
welcome packets titled “Yahoo! welcomes you” to ex-VPs, 
project managers, and lower-level engineers with the word 

“Back!” hand written after the title.125 The contents of the 
packet describe how much the company has changed under 
the new CEO, and how Yahoo wants to speak with the recipi-
ent about “big opportunities.”

The unorthodox strategy seems to be working. Within a 
year 14 percent of Yahoo’s new hires were boomerangs, or 
one in every seven new employees.126

Questions

 1. Think of the previous jobs you have held. Are there any 
previous employers to which you would consider return-
ing?	What	would	 it	 take	 for	 the	companies	you	used	 to	
work	for	to	get	you	to	reapply	with	them?

 2. What are some advantages and disadvantages for Yahoo 
of	its	boomerang	hire	program?

Semester-Long Active Learning Project

Develop a sourcing plan for the position you have chosen. Critically 
analyze the recruiting sources currently used to staff the position 
and recommend other recruiting sources that are likely to work. Be 
sure to explain why your recommendations are likely to be effective. 
Using what you learned in Chapter 3, identify how your sourcing 
plan will enable the company to comply with EEO and other legal 

requirements. Then identify a geographic area from which to source 
the job and  perform a Boolean search using the information in this 
chapter’s Develop Your Skills feature. Revise your search until you 
have identified at least three promising leads for staffing the position. 
Print out the candidates’ résumés or biographies and append them to 
your report.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s Case Study Assignment.
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Describe the purpose of recruiting.
◾	 Explain what recruitment “spillover effects” are.
◾	 Understand what makes a recruiter more or less effective.
◾	 Describe the various strategies used to attract applicants.
◾	 Describe how recruiting guides and the EEOC’s best recruiting practices promote recruiting 

consistency and quality.

Social Media Recruiting at United Parcel Service

United Parcel Service (UPS) is one of the world’s largest package delivery companies. UPS wants to 
better connect with and engage potential recruits, and increase the return on investment of its recruit-
ing efforts.1 UPS also wants to improve its employer brand and align its recruiting strategy with its 
technological image, and address their high volume, part time, and seasonal hiring needs more cost 
effectively.2

UPS posted a series of videos on its Web site profiling a day in the life of various UPS employees. 
When the videos began getting a lot of views and social media sharing that led to job applications, the 
company decided to get more deliberate about its approach to using social media to source and recruit.3

UPS asks for your advice on how to effectively recruit quality candidates using social media and 
other methods. After reading this chapter, you should have some good ideas to share with the company.

The global consulting firm Watson Wyatt found that an excellent recruiting function increased a 
firm’s total market value (the dollar value of all of its stock) by over 18 percent.4 Unfortunately, 
many companies don’t have a formal recruiting strategy. As we have stressed, recruiting the 
right talent is critical to a firm’s performance. The Container Store is consistently ranked as one 
of the best companies to work for. One of the company’s core principles is “one equals three,” 
meaning that one great person is more valuable than three good people. The firm recruits inten-
sively to help reinforce this principle.5

In addition to getting people in the door, recruiting can have an important symbolic aspect. 
After going through a rigorous recruiting and selection process, a new hire can feel that he or 
she is joining an elite organization and is one of the few who “made the cut.” This creates high 
performance expectations, and sends the message that people matter.6

Recruitment can and should be a source of sustainable competitive advantage.7 The 
Corporate Executive Board found that nearly 80 percent of the variability in quality of hire is due 
to recruiters’ capabilities and attitudes and the way they are managed, including workload, devel-
opment, and performance management practices.8 Recruitment is vital to the business model of 
companies like Enterprise Rent-A-Car, which promote almost entirely from within and regularly 
open new locations.9 Valero Energy even calculates how good and bad recruiting affects the 
company’s earnings per share.10 Not attracting the right applicants risks organizational failure.

This chapter will cover recruiting and how applicants react during the recruiting process. 
We will also discuss what makes recruiters effective and the different strategies companies can 
use to attract applicants. Finally, we discuss how to make quality recruitment activities more 
consistent throughout a company. After studying this chapter, you should have a good under-
standing of the important role recruiters and recruiting activities play in the staffing process.

What Is RecRuItIng?

The recruiting function’s purpose is to help the organization employ a talented group of employ-
ees who contribute to the company’s business strategy so the firm can achieve a competitive 
advantage. As you learned in Chapter 1, recruiting refers to all organizational practices and 
decisions that affect either the number or types of individuals willing to apply for and accept 
job offers.11 This includes converting the leads generated during sourcing into job applicants, 
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generating interest in a company and its jobs, and persuading candidates to accept job offers 
extended to them. The recruiter is the personal link between the staffing needs of the organiza-
tion and the labor market and must support the organization’s needs and recruiting objectives to 
be effective. As we discuss next, one of the most important outcomes of any recruiting effort is 
how applicants react to the recruiting process and to recruiters.

hoW applIcants React to RecRuItIng?

An important goal of recruitment is to give every applicant a positive feeling about the 
 organization. Thus, effective recruiting requires considering the applicant’s perspective and 
needs. Because the outcome of recruitment—employment—depends on the results of a series of 
decisions made by both the organization and the individual, the perspectives of both parties are 
relevant. A single positive recruitment experience is often insufficient to impress and attract job 
applicants. One study found that applicants who experienced more recruiting stages with posi-
tive information, including a campus career fair, an interview, and interacting with employees 
during a site visit, had more positive reactions to the organization.12 Next, we discuss why it’s so 
important for applicants to feel like they were treated fairly during the recruiting process as well 
as the consequences this can have.

Fairness perceptions

Organizations expect applicants to be sincere and honest when seeking positions with them. 
Likewise, applicants expect employers to consider them on their own merits and to make a sin-
cere effort to match their skills with job openings. Both parties expect one another to be profes-
sional and conform to commonly accepted hiring practices.13 In addition to being treated fairly, 
applicants expect the private information they disclose to employers to be protected.

Three types of perceptions of fairness affect how applicants react to the recruitment and 
selection process.14 Distributive fairness relates to the perceived fairness of the hiring or pro-
motion outcome. If someone gets the job or promotion, he or she tends to find this outcome fair. 
If someone does not get the job or promotion, he or she tends to find this outcome less fair. The 
vast majority of applicants will not receive the job offer or promotion. Consequently, organiza-
tions will already have one fairness “strike” against them at the end of a recruiting campaign.

Procedural fairness relates to people’s beliefs that the policies and procedures that pro-
duced the hiring or promotion decision were fair. Organizations have much more control over 
applicants’ perceptions of procedural fairness than they do of distributive fairness. Giving job 
applicants the opportunity to showcase their talents15 as well as respecting their privacy16 will 
improve how fair they believe the process to be. Different screening devices can also be per-
ceived as more or less fair. For example, applicants tend to believe interviews, résumés, and 
work-sample tests are more procedurally fair than honesty tests and personal referrals, although 
these beliefs appear to vary across countries.17 Applicants also tend to react negatively when 
there are delays in the recruitment process.18

interactional fairness relates to people’s perceptions of the interpersonal treatment and 
the amount of information they received during the hiring process. Honesty and respectful inter-
personal treatment during the recruitment process enhance applicants’ perceptions of interac-
tional fairness.19 A warm and informative recruiter20 will also tend to have a positive effect on 
applicants’ reactions. Thus, by virtue of how well firms hire and train their recruiters, organiza-
tions have a great deal of control over how applicants perceive interactional fairness.

spillover effects

spillover effects are the indirect or unintended consequences of an action. How applicants are 
treated has spillover effects that extend beyond the recruiting activities they experience. When 
unhappy job candidates tell potential customers or job applicants about a bad recruiting experi-
ence they had, it can have spillover effects on the organization’s performance and its ability to 
recruit candidates effectively in the future. Similarly, if applicants were forced to wait extended 
periods for prescheduled interviews, met unprepared and distracted interviewers, felt the selec-
tion process was unfair, or were made to feel unimportant or unwelcome, would they still want to 
do business with the company or apply for another job with it in the future? Probably not. Now 

distributive fAirness

the perceived fairness of the hiring or 
promotion outcome

procedurAl fAirness

people’s beliefs that the policies and 
procedures that resulted in the hiring 
or promotion decision were fair

interActionAl fAirness

people’s perceptions of the 
interpersonal treatment and amount of 
information they received during the 
hiring process

spillover effects

the indirect or unintended 
consequences of an action
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suppose the applicants were greeted by name, given a quick tour of the facility, treated respect-
fully, interviewed on time by prepared and enthusiastic recruiters, and heard from the company 
when it said it would follow up. Most applicants treated this way are likely to reapply with the 
firm and continue to do business with it.

Addressing how applicants react throughout the hiring process is a critical component of 
managing any spillover effects of the process. Many firms treat job candidates as if they should 
feel privileged the firm is even considering them for a position and treat rejected candidates as if 
it were the end of their relationship with them. The impersonal treatment often given to rejected 
applicants by many organizations indicates that these potential spillover effects are often over-
looked in the recruiting process.21

Recruitment (and the spillover effects associated with it) does not end when a job applica-
tion is received. Until either the organization (or the candidate) removes the person from further 
consideration, or the individual is hired and reports for work, recruiting keeps him or her inter-
ested in pursuing the opportunity. Just because a recruit has formally applied for a job does not 
mean that she or he will remain interested and see the hiring process to completion. Recruiters 
should help candidates continually feel excited about the opportunity and ultimately be willing 
to accept a reasonable job offer.

Recruiters should always treat résumés and employment inquiries with respect and respond 
to them quickly. Even if a company is not currently hiring, mistreating an applicant could dampen 
his or her interest in future opportunities with the organization. As obvious as this may seem, it 
can sometimes be difficult to execute, particularly during periods of rapid expansion when the 
firm is trying to hire a lot of people. Responding to the large number of people responding to 
job postings, particularly those posted on the Internet, can be difficult or impossible. For a fee, 
some Internet businesses will instantly mail an applicant’s résumé to over 1,000 headhunters and 
organizations. The job of sorting through these résumés can be enormous. Worse yet, a large 
proportion of them don’t meet the requirements of the positions posted, increasing the screening 
burden placed on the organization.

Valero Energy focuses heavily on creating a positive job candidate experience, even 
when people apply with the company via the Internet. The firm sends at least three personalized 
e-mails to each candidate throughout the application process. When a candidate is rejected, he or 
she receives a postcard in the mail after the job is closed.22 Valero knows that many people not 
hired for current openings have the potential to become great employees in the future. Sending 
them follow-up messages and encouraging applicants, who might be a good fit with positions 
other than the ones to which they applied, to apply for other positions can increase staffing 
effectiveness.

Although recruiters are often very busy, unresponsive recruiters are often seen as incom-
petent rather than overworked, risking a negative spillover effect for the company. Wachovia 
Bank believes that e-mailing candidates quickly when they have been rejected, and giving them 
the reasons for the rejection, has improved applicants’ experiences with Wachovia’s hiring pro-
cess and their perceptions of Wachovia’s recruiters.23

Effectively using technology can improve applicant reactions and promote positive spill-
over effects. For example, letting applicants use mobile apps from companies including HireVue 
and Wowzer to record their responses to prerecorded interview questions can appeal to smart-
phone-savvy college students and busy semi-passive and passive job candidates. Hiring manag-
ers and recruiters also like the ability to view the interviews when it fits their schedule. Using 
social media or text messaging to spread the word about job openings to people who opt in can 
quickly and efficiently inform targeted recruits of career opportunities. Next, we turn our atten-
tion to what makes recruiters effective.

What Makes a RecRuIteR eFFectIve?

The recruiter is usually the first person with whom potential applicants have contact. Thus, he or 
she is one of the most important players in the hiring process. One study of business and engineer-
ing graduates looking for jobs showed that in over one-third of the cases, the primary reason a 
graduate chose a particular company was because of the firm’s recruiter.24 A potential applicant 
who is “turned off” by a recruiter might decide not to apply at all. Although currently unemployed 
people might persist despite a negative encounter with a recruiter, passive job seekers, many 
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of whom are extremely talented, will be less likely to do so. In fact, when it comes to passive job 
seekers, the missed hiring opportunities experienced by lesser-skilled recruiters can cost firms the 
most money.

People often have limited information about organizations and jobs. In the absence of 
information, they will often rely on the traits of the recruiter and the recruiter’s behaviors as 
signals. The recruiter’s competence, any recruiting delays that occur during the process, and 
so on—all signal applicants about an organization’s characteristics.25 The type of recruiter 
deployed also seems to make a difference. For example, a firm can signal that it is demographi-
cally diverse by deploying a recruiter from a minority group. Some companies choose people 
other than recruiters to meet with applicants, which can also send a signal. If an actual hiring 
manager or the CEO of the company is doing the recruiting, this will send a signal that the job 
is important to the company. For example, as Microsoft’s CEO, Bill Gates spent half his time 
on recruiting and would personally call college seniors to recruit them to work at Microsoft.26

Researchers have concluded that the extent to which recruiters influenced job seekers 
depended on the degree to which recruiters were seen as reliable signals of what it would be 
like to work for the company. The signaling function of a recruiter was concluded to be less 
important when job candidates had considerable information about the organization and/or if the 
recruiter was from human resources and not from the applicant’s functional area. This reinforces 
the idea that recruiters should be selected and trained to be knowledgeable about the job opening, 
be effective in communicating this information, be perceived by applicants as trustworthy, and 
positively reflect what it is like to work for the company.

Another important reason to focus on recruiters is that these people are setting the standard 
for talent for the company. The caliber of talent they pursue and pass on for further consideration 
will determine the success potential of the company. For many organizations, frontline recruiters 
make the vast majority of applicant-screening decisions.

the Recruiter’s characteristics

Individuals may make inferences about the attractiveness of a job or the probability of receiving 
a job offer based on recruiter characteristics. These inferences can influence the decision to pur-
sue the job. Research suggests that recruiters with the characteristics summarized in Table 7-1 
are likely to be more successful. Regardless of whether the recruiter is internal or external to the 
organization, this core set of competencies seems to be important. When the recruiter is from the 
applicant’s functional area, these effects are even more likely to occur.27

Although there is little evidence that recruiters’ personal characteristics (e.g., race or sex) 
are important, recruiter behaviors toward applicants and their perceived knowledge of both the 
job and the applicant do influence applicant attitudes and behaviors.28 Recruits often perceive 
the typical recruiter’s preparation as inadequate with respect to knowledge about both character-
istics of applicants and characteristics of the position being filled.29 Recruiters must be familiar 
with the job, knowledgeable about the job and organization, and be motivated to do a good job 
recruiting qualified applicants. To accomplish these objectives, the organization can choose a 
recruiter who has previously worked or currently works in the target position, or it can train a 
recruiter on the information needed about the job and organization.

Although research has found the largest impact of recruiter behaviors to be on overall 
applicant impressions of the recruiter rather than on applicant intentions to pursue or accept 

Table 7-1  Desirable Recruiter Characteristics30

•	 Familiarity	with	the	job	and	organization
•	 Good	listening	skills
•	 Good	communication	skills
•	 Good	social	skills
•	 Intelligence
•	 Self-confidence
•	 Extroversion
•	 Enthusiasm	about	the	job	and	company
•	 Trustworthiness
•	 Credibility
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job offers, the research has overwhelmingly been done with undergraduates who are active job 
seekers. The costs of lesser-skilled recruiters in terms of missed opportunities to make a good 
hire are likely larger among more passive job seekers whose initial recruiter experiences are 
more important in their ultimately becoming applicants at all. A potential recruit who is happy 
with his or her current position with another employer is likely to be more put off by a negative 
experience with a recruiter than a potential recruit who has already decided that the recruiter’s 
organization is where she or he would like to work. Given that recruiter research has generally 
not directly manipulated recruiter behaviors, it is also possible that the effects of recruiter behav-
iors in attracting college undergraduates would be stronger in the presence of recruiter training 
and better recruiters in general.31 Organizations need to collect their own data and understand 
how to leverage their recruiting function to produce new hires who are the best possible fits with 
the organization’s goals.

sIgnalIng Because people often have limited information about organizations and jobs, in 
the absence of objective information they may rely on traits of the recruiter and the recruiter’s 
behaviors as signals of aspects of both the company and the job opportunity. Job candidates 
often interpret recruiter behavior as a signal of their chances of getting a job offer.32 Applicants 
interpret recruitment experiences, including perceived recruiter competence, recruitment delays, 
and the gender composition of interview panels, as symbolic of broader organizational charac-
teristics.33 Applicants may form negative impressions of the organization and turn down job 
offers if a poor recruiter is considered representative of the organization as a whole.

As we discussed, the choice of the person sent to recruit can be taken as a signal of the 
importance of the job, with higher-level recruiters, the actual hiring manager, and the CEO being 
considered reflective of more important jobs than staff recruiters. The recruiter may also be a 
signal of demographic diversity in the organization if the recruiter is a demographic minority. 
Because recruiter behaviors affect applicant attraction indirectly through influencing applicant 
perceptions of job and organizational attributes,34 it seems likely that recruits infer characteris-
tics about the organization from their experiences with the organization’s recruiters. The fact that 
recruits are more put off by poor recruiter behavior when the recruiter is a hiring manager rather 
than a human resource representative suggests that recruits may make stronger generalizations 
about the job and organization from experiences with people in the organization who are closely 
linked to that job, such as the hiring manager. This further emphasizes the point that, as recruit-
ers, hiring managers can have a large impact on the success of a staffing effort.

a RecRuIteR’s DeMogRaphIcs anD attItuDes Does the similarity between the demographic 
characteristics of the recruiter—including his or her age, gender, race, rank, and  function—and the 
demographic characteristics of the applicant he or she is recruiting affect a job’s  attractiveness? 
Consumer marketing research suggests that responses to influence sources (e.g., recruiters) similar 
to the recruit may be more favorable than responses to dissimilar sources.35 But do women respond 
more favorably to female recruiters and men more positively to male recruiters? The data seem to 
indicate this is not the case. Although studies have tended to look at only a single, or at most a few, 
demographic characteristics, they indicate that similarity to the recruiter does not  necessarily lead 
to more favorable applicant attitudes toward the job or organization.36

However, a recruiter’s behavior toward applicants and applicants’ perception of the 
recruiter’s knowledge can have a big impact on how attractive a job is.37 Unfortunately, at least 
one study found that recruiters were more likely to leave applicants with a negative rather than 
a positive impression of an organization.38 Apparently, applicants seem to believe many recruit-
ers are ill prepared.39 Recruiters can do a better job if they are familiar with the position and are 
knowledgeable about the organization. To help them better understand these facets of recruiting, 
the organization can choose a recruiter who has previously worked or currently works in the 
target position, or the company can impart this knowledge to the recruiter via training.

Instead of a recruiter’s demographics, it’s more likely that the key to successful recruiting 
is the recruiter’s ability to relate to a recruit’s value system and motivations. Recruiting requires 
persuasion on the part of the recruiter and the ability to sell the organization and its opportu-
nities to the recruit.40 Research has focused on superficial demographic characteristics when 
what may be important is the recruiter’s ability to relate to and empathize with recruits and to 
communicate effectively with them by identifying and appealing to what is important to them. 
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Providing preliminary support for this proposition, one study found that management graduates 
seeking jobs gave higher ratings to recruiters with attitudes similar to their own.41 Although 
limited research has been done on this subject, organizations should evaluate for themselves 
whether or not this seems to be a factor and use this information to hire the best recruiters for 
different positions. This may mean sending different recruiters to different recruiting events to 
maximize their ability to establish a rapport with applicants. Some organizations even try to 
match recruiters’ alma maters with the universities from which they are recruiting, and recruit-
ers’ hometowns with the hometowns of applicants. The better connection a recruiter can make 
with applicants, the greater the chances of an organization’s job offers being accepted.

Take, for example, the job of recruiting nurses for pharmaceutical sales representative 
positions. Recruiters who personally relate to the rewards and challenges of nursing and who 
can communicate in a more compelling way the features of the job are more likely to appeal to 
nurses than those recruiters who have little understanding of the nursing profession. Profiling 
information about desired applicants’ motivations and value systems can also be used to devise 
training material for recruiters. If the match between the recruiter and the recruit’s value systems 
can be identified, the recruiters can be trained to better relate to applicants and present the job in 
the most attractive way.

DevelopIng RecRuIteR pRoFIles Whether a recruiter is internal or external to the organi-
zation, understanding the recruiter characteristics most likely to attract desired applicants can 
enhance recruiting effectiveness. One way to do this is to create a reviewer profile of the indi-
vidual recruiters who have been the most effective in the past. Over time, organizations can track 
applicant reactions to different recruiting styles and messages, and profile the skills, characteris-
tics, and backgrounds of its most effective recruiters for different positions.

For example, a firm might find after conducting such an analysis that external recruiters do a 
better job when hiring speed is a priority and the level of the position being filled is relatively high. 
Internal recruiters might be a better choice when it’s more important to keep hiring costs down. When 
recruiting new graduates with different degrees, recruiters with different backgrounds might be more 
effective. Analyzing this type of information can help an organization better specify who should do 
the recruiting and what the job specifications should be for recruiters targeting different positions.

MatchIng the RecRuIteR to the taRgeteD applIcant In some cases, a firm might first 
identify someone whom they would very much like to hire, then strategize how to best attract 
them to join the organization. Often the targeted individual is currently employed and not look-
ing to switch jobs. In this situation, it is critical that the choice of recruiter be made after consid-
ering whom the targeted individual is likely to best be persuaded by. A cold call by a recruiter 
from the human resource department is not as likely to stimulate the interest of the individual 
as well as a professional colleague in the hiring organization, or even the CEO. Persuasion is an 
important recruiter skill, and in order to persuade an individual to consider leaving a job she or 
he is happy with, the message must come from a trusted and respected individual to maximize 
the chances that it be given full consideration.

When the dean of Rutgers’s Division of Life Sciences wanted to hire someone who could 
make Rutgers University preeminent in genetics research, he started by contacting the top people 
in the field of genetics. These contacts repeatedly recommended the same person. The dean then 
aggressively recruited the person by tapping a Rutgers agricultural geneticist who had worked 
with him decades earlier to help convince him that he should join Rutgers. The dean even went 
so far as to contact the man’s best friend from childhood and persuaded him to put in a good 
word for Rutgers. Ultimately, despite not initially having any interest in returning to the East 
Coast, where he grew up, the scientist was persuaded to accept the position.42 Just as a recruiting 
message should be tailored to best inform and address the needs and concerns of each applicant, 
the recruiter should be chosen based on his or her ability to communicate with and persuade each 
recruit to consider the organization as their employer of choice.

the Different types of Recruiters

So far, we have looked most closely at internal recruiters employed within their firm’s human 
resource departments. However, there are other types of recruiters. Next, we look at some of the 
different types and the advantages and disadvantages of each.

reviewer profile

a profile of the skills, characteristics, 
and backgrounds of the most effective 
recruiters for different positions
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RecRuIteRs FRoM outsIDe oF the staFFIng FunctIon As we have explained, internal 
recruiters do not have to originate from a firm’s human resource department. Research has found 
that an information source’s credibility is influenced by the source’s expertise and trustwor-
thiness.43 Therefore, it may be effective to find technically trained employees who are inter-
ested in recruiting and make them recruiters—for example, use engineers to recruit engineers, 
accountants to recruit accountants, and so forth. This should maximize the recruiter’s credibility 
because the person currently works in the position being filled. It is also often easier to train 
technically qualified people how to recruit than it is to teach recruiters technical knowledge. By 
using employees as recruiters, applicants can also better assess their fit and comfort level with 
the job opportunity.

Some of the top U.S. corporations assign their primary recruiting responsibilities to their 
line managers rather than human resource professionals. For example, the managing director of 
the investment-banking firm CS First Boston spends half his time on recruiting. Senior managers 
at the pharmaceutical giant Merck devote considerable time to recruiting.44 In addition, as we 
have indicated, the involvement of an organization’s top leaders in its recruiting and selection 
programs can signal applicants that the company considers recruiting the right people to be a pri-
ority and takes its talent seriously. This will obviously increase the organization’s attractiveness.

Although using line managers as recruiters can work for many companies, it can be imprac-
tical to take employees out of their regular jobs to serve as recruiters. Effective  recruiting also 
requires more than technical job knowledge. Oftentimes recruiters can be trained  sufficiently to 
explain a job to applicants and answer their questions. Compared to line, or hiring,  managers, 
recruiters are also in a better position to answer broader questions about the organization’s 
policies and benefits and identify other positions in the organization for which recruits might 
be a good fit. By contrast, there may be some highly specialized positions, such as engineer-
ing or medical research, that require a recruiter to be well versed in appropriate jargon to fully 
communicate the job requirements to potential applicants as well as screen candidates. In this 
case, it is the recruiter’s role to help minimize the time the manager has to spend off the job 
recruiting.

exteRnal RecRuIteRs Hiring external recruiters is generally more expensive. However, if 
an external recruiter can fill a position faster and with a better hire than internal recruiters, the 
increased cost might be well worth it. External recruiters often have more extensive networks 
of potential candidates to tap for job openings. Many of these recruiters specialize in particular 
types of candidates or industries, which can give firms greater access to larger, more highly 
qualified applicant pools. However, external recruiters generally lack the depth of knowledge 
about an organization that internal recruiters possess. Obviously, this does not mean that external 
recruiters are unable to identify good potential applicants. It does mean that the firm needs to 
spend more time communicating recruiting-relevant information to them.

Providing external recruiters with continuous feedback about the quality of their previous 
hires is an important step toward improving the staffing process. Generally, the longer-term the 
relationship between an organization and an external recruiter is, the better the recruiter will be 
able to identify and attract high-potential talent for the company—especially if he or she receives 
feedback from the firm. Unfortunately, many organizations provide their external recruiters with 
little feedback.

Because external recruiting fees can run as high as 40 percent of a new hire’s first year 
compensation, organizations have begun hiring external recruiters to join their internal recruit-
ing staff. In just six years, GE has built an internal recruiting staff of 500 who use LinkedIn 
and BranchOut to fill most of its openings, including about 10 percent of its senior professional 
and executive positions. These recruiters were also able to complete most searches in about 
73 days, compared with the average 170 days most external recruiters need. GE still relies on 
outside recruiters when required for confidential searches or very specialized jobs, but it has 
saved approximately $100 million a year in search fees by bringing this recruiting talent in-
house. Because the recruiters now better understand what it is like to work at GE, they have also 
been able to find hires who better fit its culture.45 Similarly, it is Coca-Cola’s internal recruiters 
who do approximately 95 percent of its global executive recruiting. Coca-Cola executives hired 
by its inside team are hired approximately one-third faster and are half as likely to leave as those 
hired by external recruiters, and candidate diversity is twice as high.46
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other Factors Influencing a Recruiter’s effectiveness

Many factors can influence a recruiter’s effectiveness and performance. Some of these fac-
tors are controllable by the recruiter, and others are not. There are some situations and some 
positions for which even the most talented recruiter will have difficulty identifying and attract-
ing qualified applicants. For example, a poor employer reputation due to lack of funding and 
substantial job stress have created serious recruiting challenges for the U.S. Food and Drug 
Administration. In addition, the time-consuming hiring process that isn’t recruiters’ fault often 
causes it to miss out on good candidates who aren’t willing to wait that long to learn if they get 
the job.47 Figure 7-1 illustrates some of the primary factors that have an impact on the effective-
ness of recruiters. Next, we discuss each.

the laboR MaRket Surpluses and shortages of talent can have a large impact on how  effective 
recruiters are. Their skills are likely to be tested when the labor market is tight and job seekers 
have the luxury of choosing from among multiple job opportunities. In this situation, recruiters 
will need to “sell” the job and organization to potential applicants. Of course, when jobs are 
scarce, organizations generally have an easier time attracting quality talent. If a company is the 
only employer in town, recruiters will also have a much easier time attracting applicants. Even 
in a loose labor market in which applicants are plentiful, recruiters sometimes find it difficult to 
attract the right kind of talent. Although the labor market’s characteristics can affect the challenge 
of their assignments, recruiters still have a big impact on the success of most recruiting efforts.

the oRganIzatIon’s chaRacteRIstIcs In addition to the state of the labor market, the 
nature of the organization in terms of its size and visibility can also influence the effectiveness 
of recruiters. Smaller, lesser-known organizations often have a harder time recruiting, in part 
because potential applicants have not heard much about the company and either never hear about 
job opportunities or choose to apply elsewhere. Whether the firm is seen as a desirable place to 
work will also influence its ability to attract potential applicants. For example, recruiters for an 
organization that has just been responsible for a large environmental disaster are likely to have a 
harder time attracting applicants than recruiters for a socially responsible company that engages 
in philanthropic activities. A recruiter can do a great deal to educate targeted applicants about the 
nature of the work and organization and put the firm on an applicant’s “radar screen,” so to speak.

the chaRacteRIstIcs oF the Job The nature of the job being filled can also influence a 
recruiter’s success. Some jobs are less desirable because of the work they involve, their loca-
tion, hours, and so forth. For example, recruiting for night shifts and repetitive work can be 
more difficult than recruiting for day shifts and for jobs requiring a variety of skills and activi-
ties. Attracting applicants for a position that pays less than comparable positions in the same 

FIguRe 7-1 Factors Influencing a Recruiter’s Effectiveness
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geographic area will also be harder. Improving job characteristics can often enhance recruiting 
and retention efforts. Trucking company U.S. Xpress identified poor directions as a top cause of 
driver dissatisfaction. To better attract and retain its drivers, U.S. Xpress made the job easier to 
perform by adding global positioning devices to all of its trucks. Clearly, a firm can improve the 
chances that its recruiters will be successful by improving the characteristics of the jobs they are 
trying to fill.48

hIRIng ManageRs Once a new employee starts work, his or her boss, coworkers, the work 
itself, and organizational policies and practices usually assume much greater importance than the 
recruiter on outcomes such as job performance. Recruiters can only do so much to attract talent. 
If the hiring managers with whom they work do not reinforce the organization’s desirability, 
the efforts of even the most talented recruiter may be wasted. For example, a promising recruit 
might be very enthusiastic about a potential opportunity after meeting with a recruiter but be 
turned off by an unprofessional hiring manager. In fact, applicants seem to be more put off by 
poor recruiting behavior exhibited by hiring managers than by recruiters. Hiring managers must 
see recruiters as partners and reinforce rather than undermine their efforts.

Hiring managers also need to understand the competencies, styles, and traits the 
 organization is seeking. If hiring managers are screening for characteristics different than those 
being recruited for, a large number of qualified candidates are likely to be rejected for the wrong 
reasons. One large U.S. company identified a group of hiring managers that had the highest can-
didate rejection rates. It turned out the managers had been rejecting qualified candidates due to 
reasons unrelated to the firm’s selection criteria including inappropriate dress, limited eye con-
tact, and poor posture. The company determined that the financial cost of this mistake amounted 
to over $100,000 in applicant processing and candidate assessment, not including the cost of 
losing people who would have been good hires.

In addition to qualified candidates not being recruited and hired, if recruiters fail to make 
hiring managers aware of the basic legal requirements they need to follow during a staffing 
effort, the firm can be hit with lawsuits. In one of its judgments, the U.S. Court of Appeals for 
the Seventh Circuit concluded that leaving managers with hiring authority in ignorance of the 
basic features of discrimination laws is an “extraordinary mistake” for a company to make.49 Of 
course, recruiters usually receive legal training with regard to discrimination laws, but hiring 
managers are sometimes overlooked despite their being integral to the recruiting process.

Because the hiring manager will be the supervisor of new hires, she or he will also play 
a large role in the applicants’ decisions. Enlisting the highest levels of management as recruit-
ers can also help attract top talent. Ralph Larsen, former CEO of Johnson & Johnson, traveled 
to key college campuses to recruit top talent.50 Because top research talent is difficult to find 
and attract, California business leaders solicited the governor’s help in recruiting top talent that 
could produce more innovations and products for California’s high-tech industries. California 
Governor Arnold Schwarzenegger called top professors across the United States to offer them a 
chance to work for the University of California.51

coWoRkeRs Just as hiring managers can dissuade candidates from accepting job offers, so can 
the candidates’ prospective coworkers. Potential hires often seek out current and past employ-
ees to learn about the realities of the job and organization. Thus, every employee and  former 
employee can serve as a recruiter, and often do whether they intend to or not. The Container 
Store’s enthusiastic employees do a great job converting the company’s customers into employ-
ees. However, if in another organization customers consistently hear employees complain of low 
pay, poor working conditions, and bad supervision, they are not likely to seriously consider the 
organization as a potential employer. Unhappy employees are not likely to refer friends and fam-
ily members to an organization in which they do not enjoy working, nor plan for lengthy careers 
with the organization themselves.

Because any employee can affect a potential applicant’s decision to pursue employment 
with an organization, it is wise for companies to recognize employees’ potential recruiting 
impact and do what they can to ensure that their impact is positive. Giving employees informa-
tion about how to refer a potential employee to the correct place in the organization and recruit-
ing materials to distribute can facilitate applicants’ information search. Hewlett-Packard, for 
example, invests a considerable amount of time and money training and sending small teams of 
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engineers and managers to recruit their future coworkers. The idea is to give applicants a sense 
of fit with the organization’s culture so that they can make informed decisions about pursuing 
the firm’s job opportunities.52

The characteristics of a newly hired person’s coworkers can also affect a recruiter’s suc-
cess. If coworkers don’t support a new hire’s efforts to perform his or her best, the new hire will 
not live up to his or her potential. Coworkers sometimes pressure each other to maintain certain 
production levels, and discourage new hires from trying to become “rate busters” by exceed-
ing the group’s production norms. Coworkers or team members can also create an unpleasant 
environment for an unwelcome new hire, increasing the chances that he or she will quit. This 
sometimes happens if the group’s preferred candidate is not chosen. The group might also fail 
to help a new hire succeed on the job, despite the person’s ability and motivation to do so. This 
can be unintentional, but it underscores why it’s important for HR personnel to follow up with 
new hires. The goal is to ensure that they have the tools, training, and support that they need to 
succeed. In short, recruiters can help identify high-potential employees, but employees need the 
resources and opportunity to live up to their potential.

tRaInIng anD DevelopIng RecRuIteRs

If different recruiters do not look for the same competencies, values, and experience in potential 
applicants, many qualified applicants are likely to be overlooked, and many undesirable appli-
cants are likely to be encouraged to apply. Recruiter training and development helps to ensure 
consistency in terms of what recruiters screen for and the messages they communicate about the 
job and company.

Not much research exists about the amount of training recruiters receive, but surveys suggest 
that many recruiters receive very little.53 When they do receive training, it tends to focus on admin-
istrative and procedural (paperwork) issues.54 However, the research that does exist has made it 
possible to identify training areas that are likely to make recruiters more effective. Table 7-2 sum-
marizes these key areas. Next, we discuss each in more detail.

Recruiting knowledge

A recruiter’s knowledge can be enhanced in a number of ways. For example, when UPS ana-
lyzed the characteristics of all of the workers in one of its districts, it found that employees 
tended to cluster into five distinct groups. By understanding the demographic and psychologi-
cal characteristics of each group—their ages, career stages, and so forth—and by identifying 
the type of information each group responded to, UPS was able to train recruiters to tailor their 
recruitment pitches to appeal to applicants from each group.55

Interpersonal skills

Recruiters can be trained to develop better interpersonal skills and behaviors. Because applicants 
with limited information about the organization to which they are applying may infer characteris-
tics of the organization from their experience with the recruiter, recruiters should be trained in how 
to reflect the company’s culture and values, how to project warmth and empathy, and how to gain 
an applicant’s trust. Training can also improve a recruiter’s listening and communication skills.

presentation skills

Presentation skills can be helpful to recruiters attending job fairs, recruiting on college campuses, 
or making any sort of formal presentation of the organization’s job opportunities. Many potential 

Table 7-2  Recruiter Training areas

•	 Recruiting	knowledge
•	 Interpersonal	skills
•	 Presentation	skills
•	 The	organization’s	goals	and	recruiting	objectives
•	 Legal	issues
•	 Multiple	assessments
•	 Applicant	attraction
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applicants’ first exposure to an organizational representative is at a formal presentation. If the pre-
sentation is sloppy or doesn’t communicate enough meaningful information, they may decide not 
to apply to the organization. Training can even improve an informal pitch to a potential recruit.

the organization’s goals and Recruiting objectives

More important than a recruiter’s background or whether the recruiter is internal or external to 
the organization is that she or he has a strong sense of the organization’s goals, business strategy, 
and recruiting objectives. For example, Canada’s Scotiabank Group integrates its diversity goals 
into all aspects of its staffing program. Diversity objectives are a part of its recruitment, inter-
view, and selection program for both its hiring managers and recruiters. Hiring managers learn 
appropriate questions to ask in a selection interview as well as recruitment strategies for creating 
a diverse workforce.56

Recruiting quickly at the lowest cost requires different recruiter skills and behaviors than 
does recruiting for the top talent available in a given profession. In some cases, the recruiter 
will be expected to evaluate and screen applicants. In other words, he or she will serve the dual 
purposes of recruiting and selecting. In other cases, the recruiter will be expected to only answer 
general questions posed by recruits or to focus on stimulating targeted people’s interest in the 
position. Fortunately, both internal and external recruiters can be easily trained with regard to an 
organization’s business strategy and recruiting goals.

legal Issues

Legal training is critical to establishing and maintaining a consistent, effective recruiting and 
applicant-screening system. This is important if an organization ever has to defend its recruiting 
and staffing practices in a court of law. For example, as you learned in Chapter 3, the National 
Labor Relations Act (NLRA) extends many rights to workers who wish to form, join, or sup-
port unions. Employers also cannot discriminate against pro-union applicants. “Salting” occurs 
when union organizers seek jobs at a nonunion company in order to persuade the workers to join 
a union.57 Because an employer violates Section 8(a)(1) of the NLRA by making statements 
that union applicants will not be hired,58 interviewers must be trained in how to appropriately 
respond to salting tactics.

Salting is only one of the many legal situations firms have to deal with. Firms also have to 
minimize the chances that any illegal discriminatory recruiting is taking place. Training can also 
help recruiters become aware of any biases they have and give them tools to minimize the likeli-
hood that they will discriminate unintentionally.59

Multiple assessments

Recruiters and hiring managers can also be trained to assess candidates for positions other 
than the one currently being filled. Even if the company isn’t currently looking for a particular 
candidate’s skills and expertise, the company may need these competencies in the future or in 
a job other than the one being recruited for. In addition to training recruiters about how to pro-
file candidates not currently being hired and assess their fit with multiple positions, recruiters 
can be trained in the creation and use of a special talent database that might be referenced in 
the future for other openings. Through relationship marketing, recruiters can keep in contact 
with candidates in the database and maintain their interest in the company, much as Valero 
Energy does.

applicant attraction

After identifying where good applicants are, recruiters can then be trained to disseminate effec-
tive recruiting messages to active job seekers as well as to passive job candidates to attract them. 
As we have mentioned, passive job candidates often require more active recruiting. Attending 
trade shows and professional conferences and networking with potential applicants can help a 
recruiter develop relationships with them that can be tapped in the future. How to start conversa-
tions with potential applicants and how to tactfully introduce the idea of considering alternative 
employment opportunities with the recruiter’s organization can be practiced. Training can also 
enhance recruiters’ persuasion skills and ability to sell the job and organization.
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RecRuItIng MetRIcs

How does a firm know if it has selected the right recruiters and trained them well? Standard effi-
ciency-oriented recruiting metrics include hiring speed, number of hires achieved per recruiter, 
and the average cost per hire. Although these metrics can be useful, they are not always tied to a 
business’s strategy and may not be the best recruiting outcomes to track. Take, for example, one 
major software company that assembled a recruiting team to attract senior software architects—
the key employees in its business. Because the cycle for hiring these individuals can exceed five 
years, the firm does not measure its recruiters on the number of jobs they fill as much as on the 
number of qualified individuals they identify and the relationships they create with them.60

Indeed, because some positions have a greater impact on the company than do others, some 
firms prioritize or “weight” key positions more heavily in their overall assessment of how well 
individual recruiters have performed. However, if a firm’s resources are limited, the company 
sometimes assesses only the staffing results of its key positions. Because the performance of even 
great recruiters can be compromised when they’re working with difficult hiring managers, some-
times firms make adjustments for this factor as well as other uncontrollable factors recruiters face.61

The following is a list of strategic metrics one HR expert recommends measuring:62

•	 new hire job performance: The on-the-job performance ratings for new employees 6 to 
12 months after being hired.

•	 new hire failure rate: The percentage of new hires in key jobs who were terminated or 
asked to leave.

•	 turnover of new hires: The percentage of employees who voluntarily quit within their 
first year, or the average tenure of new hires compared to the firm’s typical tenure.

•	 Manager satisfaction: The percentage of key managers who are satisfied with the hiring 
process and the candidates.

•	 new hire satisfaction: The percentage of applicants and new hires in key jobs who are 
satisfied with the hiring process.

•	 new hire time to productivity: The time it takes for new hires to meet the firm’s minimum 
output standards.

•	 training success: New hires’ scores on any mandatory initial training tests they are given.

Tracking the outcomes recruiters achieve can help a firm to identify areas that can be 
improved. If the best recruiters can be identified, it can also be possible to identify what makes 
them successful (profile them) and use this information when hiring and training other recruiters.

setting Recruiters’ goals

Recruiters’ goals must be consistent with the organization’s objectives and staffing strategy. An 
organization usually sets specific goals for their recruiters’ activities at job fairs, conferences, 
interviews, and so forth, including communicating the employer’s value proposition, screening 
candidates, and generating candidates’ interest in the position and organization. For a recruiter to 
pursue the organization’s goals, the organization’s goals must be known by the recruiter and be 
consistent with the recruiter’s personal goals. Recruiters are likely to have their own goals and 
motivations, including being liked, hiring people from their alma maters, and enjoying a break 
from their normal work routines.63 Monitoring their behavior is usually very difficult for orga-
nizations, particularly when the recruiter is working off-site. This makes it even more important 
that goals of recruiters are aligned with the goals of their firms.

Many recruiters know very little about the success of their recruiting efforts other than the 
number of positions they have filled, their average time-to-fill for a given position, and so forth. 
However, an organization’s recruiting goals are likely much more complex. Although many pos-
sible metrics exist to evaluate recruiters’ effectiveness, their performance is not likely to change 
unless they receive feedback as to how they are doing and how they can improve. Giving them 
feedback also helps to reinforce what they’ve learned through training, and helps recruiters iden-
tify and self-correct their performance shortcomings. Without this feedback, recruiters cannot 
know what they should be doing differently.

For the feedback to be most effective, clear goals that are based on the organization’s key 
recruiting objectives should first be set for recruiters. If the organization is interested in  hiring 
customer service representatives to staff a new telephone center as quickly as possible, the 
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company’s goals balancing hiring speed with acceptable levels of job performance should be 
established. If the open position is a “feeder position” for a more important position, recruiter 
goals linked to new hire promotability may also be included. It is important to think through 
both the intended and unintended consequences of any goals to ensure that the proper recruiter 
behaviors and outcomes are being motivated. Giving recruiters feedback on their performance 
relative to their goals can help them understand what they need to do differently as well as 
identify recruiters’ development needs.

giving Recruiters the Incentive to Meet their goals

One study found that only about one-fourth of in-house recruiters receive incentive pay based 
on their own, rather than company-wide, performance levels.64 Too often, however, recruiters 
are rewarded for short-term goals such as the number of jobs they fill or the total compensa-
tion of the people they recruit. If hiring speed is all that is rewarded, the quality of a firm’s new 
hires is likely to be lower than if both new hire quantity and quality are rewarded. At Advanced 
Technology Services (ATS), a company that maintains complex factory equipment for major 
manufacturers including Honda and GE, quality of hire is more important than the number of 
hires or the time to hire. Accordingly, ATS recruiters are evaluated on their hires’ one-year 
retention rates.65

Given that the rewarded behaviors and outcomes are the ones recruiters are most likely to 
pursue, it is imperative that the firm’s incentive system be well designed and well tested before 
being rolled out. This can help eliminate any unintended consequences of the new system. For 
example, a study of how Navy recruiters reacted to a recruiting incentive plan that included 
quotas, prizes, and other standards found that recruiting productivity was highest in the period 
immediately prior to the quota/prize cutoff date and lowest immediately afterward. Additionally, 
the average quality of the people recruited fell as the cutoff date approached,66 which was not the 
intent of the incentive system.

Although recruiting productivity as measured by the total base compensation of new hires 
and the speed with which they are recruited can be criteria to use to reward recruiters, using them 
in isolation does not motivate recruiters to hire the best possible talent. An effective incentive 
system aligns the goals of the organization with the recruiters’ goals. Rewarding recruiters for 
recruiting good employees who remain with the firm and perform well can do a great deal to align 
the hiring goals of the organization with the recruiter’s personal goals. For example, the telecom-
munications company T-Mobile gives its recruiters quarterly bonuses pegged to their individual 
performance goals. The goals, which must support the firm’s corporate-wide goals, are drafted 
by recruiters and approved by T-Mobile’s managers.67 If a recruiting function is team based, it 
is important to link the team’s rewards to behaviors that support the effectiveness of the entire 
team. A balanced incentive plan that considers all the organization’s long-term and short-term 
strategic hiring goals will better motivate recruiters to meet the organization’s multiple goals.

global RecRuItIng

Organizations must sometimes recruit talent from other countries. This typically requires both 
a global marketing and applicant attraction strategy as well as shared services, including a 
 consistent employment brand and a centralized technology system. It is also helpful if leaders 
throughout the organization use a consistent language when discussing talent issues, and a com-
mon process for assessing talent around the world.68 Candidate processing and hiring activities 
including sourcing, candidate evaluation, and compliance are typically managed locally.69

DevelopIng applIcant attRactIon stRategIes

Having a great job opportunity does not always translate into sufficient numbers of quality appli-
cants. Applicants must be attracted to those opportunities before they are willing to apply. One 
popular model of applicant attraction70 developed by Professor Sara Rynes suggests that appli-
cants gather information about potential employers to assess the types of rewards the firms offer 
and to determine whether their skills meet the job’s requirements. They also look for signals that 
help them identify the culture and climate of the organization. This helps potential applicants 
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assess their likely fit with the job and the firm. When applicants are attracted to a firm, they 
are more likely to apply for jobs, accept job offers, and remain with the company over time. 
Next, we discuss the role of organizational image, employer brand, and the recruiting message 
in applicant attraction.

Developing the organization’s Image and brand

Given the limited amount of information most applicants have early in the job search process, 
initial application decisions are largely based on general impressions of organizational attrac-
tiveness.71 Every organization has an image for itself and its products, whether it is proactive in 
establishing it or not. The first words or images that come to mind when someone thinks about 
a particular company generally reflect the company’s image. However, the image a person has 
about an organization is his or her general impression of the organization based on both feelings 
and facts, and may not be accurate.72 An organization’s image may be positive or negative, weak 
or strong, clear or vague, and images can vary from person to person and change over time.73

Organizational images can influence recruiting outcomes74 but have been found to differ 
across subgroups of individuals. In one study, corporate executives and college undergraduates 
disagreed in their overall corporate image ratings.75 Executives based their image assessments 
on economic performance indicators and detailed knowledge of the companies in their industry. 
College students’ image assessments, on the other hand, tended to be influenced more heavily 
by exposure to, or familiarity with, the organization (using its products, knowing someone who 
works there, seeing the organization’s advertisements, etc.).76 Not surprisingly, being exposed 
to a greater amount of positive information about the organization enhanced the organization’s 
image as an employer and increased undergraduates’ intentions of pursuing employment.77 
College undergraduates’ image assessments of organizations as employers were found to be 
malleable and independent of their assessments of the organization’s corporate image, suggest-
ing that organizations that do not have high-profile corporate images may still be able to com-
pete successfully for undergraduate students in the initial stages of their job choice through the 
use of recruitment messages that establish a positive image for the organization as an employer. 
Because different subgroups of people base their corporate image assessments on different 
 factors, different methods may meet with differing success in altering an organization’s image 
among different groups, and different information about the organization may need to be pro-
vided to appeal to different types of recruits.

A brand is a symbolic picture of all the information connected to a company or its prod-
ucts, including its image. Organizations often try to link their images and consumer brands with 
their business strategies. For example, for many people Nieman-Marcus, Goldman Sachs, and 
Tiffany’s probably conjure images of elite, high-quality, and expensive products and services. 
When you think of Walmart and Dell Computer you probably think of low-cost goods and high-
efficiency work processes. These companies created consumer brands for themselves that reflect 
their business strategies. Brands are often represented by symbols including names, logos, slo-
gans, or designs. Image and brand recognition are created by the accumulation of experiences 
with the specific product or service, both directly relating to its use, and through the influence of 
communications, advertising, design, and media exposure.78

Developing the organization’s employer brand

Firms often craft employer brands to reflect what they offer as employers and to manage inter-
nal and external perceptions of what it is like to work there. An employer brand answers the 
question, “Why should I work here?” and influences people’s intentions to apply for jobs.79

Many factors, including recognition in “best employer” surveys, ethics violations, envi-
ronmental accidents, and corporate philanthropy, may affect an organization’s image positively 
and negatively. Most people want to be members of an organization that has a favorable image.80 
Research has consistently found that the more favorable a company’s image and brand are, the 
more people are likely to consider the organization attractive as an employer and respond to its 
recruiting advertisements.81 This suggests that newer or lesser-known organizations with weak 
or nonexistent brands will have greater difficulty attracting applicants using passive recruitment 
sources, such as newspaper advertisements, than organizations that are more widely known and 
favorably thought of. Companies such as IBM, Johnson & Johnson, and Nike invest a lot of 
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money building and maintaining a certain employer brand. Rich Floersch, McDonald’s execu-
tive vice president of worldwide human resources, states, “I really believe that the strongest 
employment brand that you can have is one where employees say they are proud to work for 
their companies. Our goal is to continue to build that sense of pride.”82

Attracting the right employees and maintaining their commitment to perform at a high 
level is an important part of building and supporting a firm’s customer brand for its products. 
Likewise, the strength of the consumer brand plays an important role in attracting the right 
 people to work for the company. Once employed, the pride they share in the company’s exter-
nal reputation helps maintain their loyalty and commitment to deliver on the company’s brand 
promises to its customers.83

An effective employer brand differentiates a firm from its competitors, and is appealing to 
targeted applicants. It is also critical that the company deliver on its employer brand promises. In 
the age of Vault.com and other Internet sites where employees share their experiences with one 
another, what a firm promises versus delivers to its employees will generally be widely known. 
If people join an organization expecting that the firm holds certain values and will provide a 
certain type of employment experience, they are likely to leave if their expectations are not met. 
The goal of employer branding is not to fool potential applicants but to effectively communicate 
the firm’s message of what it intends to provide as an employer.84 As one employer branding 
expert said, “The purpose of the employer brand proposition is not to invent a further set of val-
ues, but to help to ensure that the purpose and value statements that currently exist are translated 
into something relevant and meaningful to employees, and made consistent with the values the 
organization wishes to project externally.”85

Jo Pieters, global vice president of recruitment for Philips in the Netherlands, states, “In 
my view, winning the war for talent means primarily focusing on retention of your current talent 
and following that, building a strong position in your key labor markets. Therefore, a brand that 
is only visible in external communications is less valuable than a brand that is truly lived inside. 
Each and every employee should act as an ambassador of your brand and that requires a strong 
and recognized internal and external employee value proposition.”86

Lucy Chang, talent acquisition senior manager for Sun Microsystems, Hong Kong, adds, 
“I am a strong proponent of employer branding. It is the basic fundamental of any recruitment 
strategy. You have to know who you are as a company, your messaging, and what is your competi-
tive advantage against other companies. It is a long-term strategy, which I think many companies 
fail to recognize.”87 Table 7-3 contains some popular companies and their employer brand slogans.

It can be worthwhile for any organization to evaluate its brand among its targeted applicant 
pools and take steps to make it as strong and positive as possible before launching a recruiting 
campaign. One study found that the three most effective branding techniques used to appeal to 
college graduates were building relationships with key faculty, appearing at campus career fairs, 
and supporting the activities of student organizations on campus.88

Many organizations spend a lot of money to try to influence their overall image and their 
brand as an employer. For example, Hewlett-Packard, Home Depot, and McDonald’s have all 
run television advertisements designed solely to promote their brands as employers. Merrill 
Lynch spent around $150 million in a single year in image ads to reinforce its new brand as a 
tech-savvy company.89 Even as early as 1990, U.S. companies spent over $1.4 billion on adver-
tising intended just to create a favorable impression of themselves.90

If an organization wants to distinguish itself as an employer, focusing on influencing its 
symbolic meaning as an employer can be an effective strategy91—for example, whether the 
company is thought of by applicants as trendy, prestigious, or innovative and its jobs thought 
of positively in terms of their location, pay, and benefits. Given the power repetitive marketing 

Table 7-3  employer brand Slogans

Johnson	&	Johnson:	“Small	Company	Environment,	Big	Company	Impact”
Eli	Lilly:	“Innovation	Has	a	Face:	Our	People”
Medtronic:	“Careers	with	a	Passion	for	Life”
Abbott	Labs:	“Inspired	to	Achieve.	Make	a	Difference	in	Your	World”
Sharp:	“From	Sharp	Minds	Come	Sharp	Products”
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messages have, recruiters and employees should be trained in how to consistently and clearly 
promote the employer’s brand at every opportunity. One expert believes that managers should 
market their companies to applicants the same way they would market their products to custom-
ers. He suggests that managers arm themselves with a brief pitch designed to attract talent at the 
drop of a hat. Like an entrepreneur’s pitch, this speech should be concise and compelling, and 
should answer the questions: How is the company different? What is its vision? What is its com-
petitive advantage? Why should a talented person join? What benefits does the company offer?92

Proactively establishing a positive employer brand takes time to do well, and can be 
expensive.93 In addition to developing the image and the branding strategy, print advertising 
campaigns, a Web site, radio and television commercials, and even articles in targeted maga-
zines may be created. The Boston Consulting Group’s (www.bcg.com) site for new consultants 
and Federated Department Stores’s Retailology (www.retailology.com) site for college recruit-
ing are good examples of how to promote a desirable employer brand online. The “working at 
Google” videos on YouTube promote Google as a unique experience where you “enjoy what 
you do, where you do it, and the people you do it with.” Some organizations’ product advertise-
ments, including Microsoft and Siemens, are designed clearly to attract talented people to work 
there. Because they can highlight the organization’s facilities, employees, customers, products, 
and work processes, employer brand advertisements can be effectively shown on television, too. 
Companies including Verizon and Home Depot have developed TV “commercials” that “sell” 
their employer brands to viewers. Employer brand advertisements can be particularly helpful for 
smaller or lesser-known organizations that lack name recognition.

Cleveland-based bank National City Corporation evaluates job candidates by seeing how 
they perform in a computerized simulation of specific job-related tasks. The simulation also rein-
forces the company’s brand by showing recruits what it’s like to be an employee at the company. 
One company representative states, “We think it creates a unique impression that lets us stand out 
among our peers in the industry. . . . It gives us a way to share our story and what we’re all about.”94

Magazines and other publications and organizations periodically assess employers in terms 
of how good they are to work for. This can significantly enhance a firm’s employer brand. Fortune 
magazine’s annual lists of the “100 Best Companies to Work For” and the “Best Companies for 
Minorities,” Working Mother magazine’s annual list of the “100 Best Companies for Working 
Mothers,” and the American Association of Retired Persons’ list of the “Best Employers for 
Workers over 50” are good examples of such assessments. How an organization is reputed to 
treat its employees is likely to have a particularly strong effect on how likely it is to attract appli-
cants. This explains why many organizations are eager to appear on lists such as these.

But being an employer of choice can create challenges as well as opportunities. Many 
organizations are not prepared to handle the increased volume of job applicants resulting from 
being named an employer of choice. In the month following the announcement that Edward 
Jones was number one on Fortune magazine’s annual “100 Best Companies to Work For” list, 
the number of job inquiries jumped by nearly 63 percent. The company claims that it was all 
because of the Fortune story and that it did nothing different in its outreach activities.95

The increased job seeker interest resulting from a positive brand is not necessarily a nega-
tive, but it does increase the burden on the organization’s selection system. There is no guarantee 
that more applicants mean higher applicant quality. However, engaging in a targeted recruiting 
effort to fill a particular opening can help a firm manage the number of applications it receives 
and increase the quality of its applicant pools. Meanwhile, the organization’s positive employer 
brand should allow it to improve its interview and job offer acceptance rates. Another downside 
of such lists is that once a company is on a “best companies to work for” list, it risks negative pub-
licity and negative reactions from existing employees if it later falls off the list. Although many 
employers actively try to be named to these lists, the competition for developing ever-creative and 
ever-increasing employee benefits might not be something the organization wants to commit to. 
This chapter’s Develop Your Skills feature describes how to develop an employer brand.

Developing the Recruiting Message

Like a firm’s recruiters, image, and employer brand, the recruiting message communicated to 
potential applicants will affect the number and types of them that will apply. In addition to com-
municating the nature of the job opportunity that the company is offering, the message can create 
or reflect the company’s brand as well.

M07_PHIL3491_03_GE_C07.indd   208 12/09/14   6:41 PM



	 Chapter	7	 •	 Recruiting 209

Rather than simply stating the core requirements of the open position, it can be more effec-
tive to craft the recruiting message in the most appealing and effective way. Even the physical 
design of the recruiting message or ad can affect the success of a campaign.

Companies that develop recruiting campaigns and ads for organizations have conducted 
research on how well different recruiting materials attract the attention of potential applicants—
including the different styles of the ads, colors, fonts, and sizes as well as how they’re positioned 
on pages (in the case of print ads).96 More rigorous, scientifically grounded research on recruit-
ment materials is lacking, though.

In any case, the factors that affect what does and does not get the attention of applicants 
can change rapidly. What was novel and effective a year ago may be obsolete today. Therefore, 
any conclusions researchers draw from research such as this are likely to have a short lifespan.97 
Moreover, because competitors can copy an organization’s recruiting programs, a firm constantly 
needs to be innovative when it comes to its recruiting campaigns.

In terms of the message itself, understanding the goals and values of the targeted  applicants 
and crafting a recruitment message that appeals to them is especially critical in a competitive 
 hiring market. Successful companies are increasingly adapting their employer brands to target 
different targeted recruits with different values, needs, and ambitions.98 For example, older 
workers’ lifestyle goals often differ from Generation Y’s lifestyle goals, and higher-achieving 
college students place greater importance on interesting and challenging work than do other stu-
dents.99 Stressing the most appealing features of the job being recruited for should improve the 
organization’s ability to attract each subgroup of potential applicants. Recruiting brochures that 
highlight how important teamwork and diversity are to the firm can have the effect of attracting 
more women and minorities.100 Statements in a newspaper ad about company policies, schedul-
ing flexibility, and a targeted equal opportunity statement can similarly influence older workers’ 
attraction to an organization.101

UK retailer Tesco explicitly divides its potential frontline recruits into three segments: 
those joining straight from school, students looking for part-time work, and graduates. A sepa-
rate section of the company’s Web site is devoted to each group and presents recruiting materi-
als tailored to that group.102 Oil services company Schlumberger became one of the industry’s 
leading recruiters of female engineers by introducing flexible work practices and communicating 
them during its recruitment efforts.103

Although there are relatively few studies on the best types of information to include in a 
recruiting message, taken as a whole the research suggests that recruiting materials should be 
informative, address a range of job or organization characteristics, and provide specific infor-
mation about those characteristics.104 More detailed job postings have been found to be useful 
in “weeding out” unqualified applicants through self-selection, increasing the efficiency of the 
recruitment and hiring process.105

A positive employer brand differentiates you as an employer. An 
employer brand should capture the essence of what it is like to 
work for your company and appeal to prospective employees. 
Here are four steps in developing a positive employer brand:106

 1. Analyze the current perceptions of your target audience. 
Answering questions such as “Why should I want to work 
for us?” or “Why are we different or unique as a place 
to work?” can help you understand your strengths as an 
employer and identify the characteristics you want to play 
up in your brand. Because people often stay at an organi-
zation for the same reasons they joined it in the first place, 
understanding why employees stay can also help an orga-
nization identify its competitive advantage as an employer.

 2. Align your employer brand with your firm’s policies, prac-
tices, culture, and values. Use aspects of the corporation’s 

values, culture, and image to appeal to potential appli-
cants as well as current employees.

 3. Communicate your story clearly and consistently. Generate 
favorable publicity such as news stories about your orga-
nization featured in various media. Incorporate employer 
brand elements into the firm’s job advertisements and 
product packaging, and encourage employees to spread 
the brand via word of mouth. Consider sponsoring schol-
arships, events, or donating products or equipment to 
universities at which you would like to portray a strong 
employer brand.

 4. Measure and improve your branding effort by periodically 
repeating step 1 to see whether people’s perceptions of the 
company have changed. Establishing metrics up front can 
help you assess whether or not your efforts are working.

Develop Your SkillS
How to Develop an Employer Brand?
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Also, as we mentioned earlier, providing more or less information in the recruiting mes-
sage and/or job listing has been found to have an effect on whether or not applicants will apply 
to an organization.107 General ads that include limited job attributes have the potential to appeal 
to a wide variety of job applicants and generate a lot of applicants, but they also tend to increase 
the number of unqualified or inappropriate applicants. Ads such as these can also be unappealing 
to job seekers who are highly focused in their job search strategies.

Information that is particularly unusual or extreme compared to the other job alternatives 
tends to receive greater attention than attributes set nearer to average levels.108 Preliminary 
research evidence also suggests that job seekers use a subset of the total number of organizational 
or job characteristics as noncompensatory screening factors, rejecting all employment opportu-
nities that do not meet their minimum standards on these characteristics, and are willing to make 
trade-offs among other characteristics. In particular, salary levels,109 location,110 and type of 
job111 are common noncompensatory screening variables for which other job and organizational 
factors cannot make up. Although no job factor is a noncompensatory screening variable for all 
job seekers, research has found that jobs tend to be rejected more frequently if they fail to meet 
minimum requirements on these factors regardless of other job characteristics. It also seems that 
some job factors, particularly high compensation levels, can offset less desirable features of a job 
and organization. For example, high compensation levels have been found to offset the negative 
effect of employment-at-will statements,112 and having an explicit EEO policy has been found 
to help offset the negative effect of application questions that could appear discriminatory.113

Providing specific information about a job’s location, the type of job, and salary levels in 
recruitment materials can save organizations the time and expense of processing and screening 
candidates who are ultimately not likely to accept job offers once they learn this information. 
Providing more information and providing more specific information (e.g., the exact starting 
salary rather than “competitive salary”) have been found to influence the decision to apply to an 
organization.114 It is important to remember that if some potential applicants are not likely to ulti-
mately accept job offers or to stay with the organization as long as the organization would like, it 
is not necessarily a limitation for recruiting practices to dissuade these people from ever applying. 
Table 7-4 summarizes the practical implications of recruitment research findings.115

Developing Realistic Job previews

When communicating the nature of the work and the organization, organizations have a choice 
of how objective to be. Some organizations embellish the nature of the work and the reality of 
working in the organization, making the job seem far more positive and enjoyable than it neces-
sarily is. As we have mentioned, research has found that slanting recruiting information can be 

Table 7-4  Practical Implications of Recruiting Research Findings116

The	following	is	a	summary	of	the	practical	steps	firms	should	take	to	improve	their	
recruiting efforts:

•	 Hire	recruiters	who	are	personable,	informative,	and	trustworthy.
•	 Make	a	firm’s	initial	recruiting	activities	(brochures,	on-campus	recruiting	efforts,	and	so	

forth)	as	attractive	to	candidates	as	the	firm’s	later	recruiting	activities.
•	 Provide	applicants	with	enough	accurate	information	about	the	job	and	organization	so	

that	they	can	assess	their	fit.
•	 Ensure	that	all	the	firm’s	communications	send	a	positive	message	about	the	company’s	

image	and	attractiveness	as	an	employer.
•	 Provide	clear,	specific,	and	complete	information	in	recruitment	materials	and	messages	to	

prevent	candidates	from	making	erroneous	inferences.
•	 Create	a	positive	organizational	image	in	the	minds	of	applicants,	both	before	and	during	

the	recruiting	effort.
•	 Respond	quickly	to	applications	and	inquiries.
•	 Treat	candidates	fairly	and	considerately	throughout	the	recruiting	process.
•	 Enhance	applicants’	perceptions	of	fairness,	train	recruiters	to	explain	the	company’s	

selection	procedures,	keep	candidates	informed,	and	avoid	communication	delays.
•	 Communicate	values	of	the	firm	that	are	consistent	with	the	values	and	needs	of	each	

applicant.
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detrimental to an organization.117 Particularly in a strong labor market when other job opportuni-
ties exist if the job is not what they expected, “conned” employees are likely to perform poorly 
and leave the organization. A 2012 survey of 2,300 new hires found that 51 percent regretted 
their employer choice and 88 percent were looking to make a change. Their chief complaint was 
that the hiring process did not realistically or accurately describe the job.118

Other organizations opt to disclose to applicants as little potentially undesirable information 
as possible to reduce the chance that the applicants will lose interest in the position. The feeling is 
generally that if the organization told applicants what it was really like to work there, they would 
not want the job. This focus on getting candidates to accept job offers without their thoroughly 
understanding what they are getting themselves into can be misguided. Other companies try to 
help candidates understand the organization and job. Companies, like the restaurant chain Cracker 
Barrel (http://careers.crackerbarrel.com), have put interactive features on their Web sites to expose 
potential applicants to their culture and give them insight into what it is like to work there.

realistic job previews (rjPs) involve the presentation of both positive and potentially 
negative information to job candidates. Rather than trying to sell them on the job and company 
by presenting the job opportunity in the most positive light, realistic job previews strive to pres-
ent an honest and accurate picture.

The most common mistake made when initially developing a realistic recruiting message 
is a tendency to emphasize only the potentially negative features of a job. The purpose, however, 
is not to present a negative picture but to present a realistic picture of the job, presenting both 
potentially positive and potentially negative aspects in as objective a way as possible to allow 
prospective applicants to self-select into or out of consideration for the position. Aspects and 
attributes of a job are, by nature, objective, and any positive or negative interpretation of them 
should be left to the applicant. For example, rather than stating that the job is high pressure, com-
municating that the organization is particularly seeking detail-oriented people with a sense of 
time urgency would be more appropriate.

There is no such thing as a “bad job,” only a bad job for a particular individual given his 
or her interests, competencies, and values. Presenting objective information about a position 
and letting people self-select into it knowing what the job will really be like helps get them into 
the right jobs and increases the likelihood that once employed they will stay in those jobs and 
perform well. The goal is not to deter candidates by focusing on factors that might be perceived 
negatively, but to provide accurate information about the job and organization.119 IBM’s careers 
Web site has highly interactive multimedia including “day in the life” videos, Digg, live chat, 
business-unit specific information, and flash video.120 Some companies even provide online 
video tours of their facilities.

If a common reason for employees leaving the organization is that the job isn’t what they 
expected, this is a good sign that the recruiting message could be improved. Firms that experi-
ence such a situation can often use an RJP to try to reduce their turnover rates.

John Wanous,121 a professor of management and human resources, has identified three 
functions that are served by an RJP:

 1. self-selection: Giving applicants a more balanced picture of the job and organization allows 
them to opt out of the application process if the opportunity is not a good match for them. 
RJPs do not necessarily make large numbers of applicants more likely to drop out of the 
application process, and the applicants likely to be lost after communicating realistic infor-
mation about the job and company are not likely to have been successful hires anyway.122

 2. vaccination: RJPs may work by “vaccinating” employees’ expectations and allowing 
them to develop coping mechanisms to deal with unpleasant or unexpected aspects of the 
position. When encountering these aspects on the job, the employee is prepared for them 
and is less negatively affected by them.

 3. A commitment to the choice: If employees are informed about the negative aspects of 
a job before they accept employment, they cannot claim that they did not know about 
them.123 Thus, they may be more committed to the choice they have made—that is, they 
may be more inclined to stay in their positions because they realize they willingly accepted 
the job despite knowing its realities.124

When the Swedish home furnishings company IKEA entered the U.S. market, many 
new hires quit after a few months due to the difference between IKEA’s values and the typical 
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expectations of U.S. employees. One of the issues was that IKEA values equality and does not give 
employees job titles or clear job descriptions. To reduce the high turnover rate, IKEA changed 
its recruiting strategy from one focused on hiring the best qualified people to emphasizing the 
company’s values and providing RJPS to let poor fits self-select out. This successfully lowered 
turnover rates and helped IKEA open several successful U.S. stores.125 Apple’s Web site makes 
it clear that it is looking for hardworking, committed individuals with a strong attention to detail. 
Cisco Systems’ Make Friends @ Cisco program uses employee volunteers to answer phone or 
e-mail queries from job seekers who would like more information about  working at Cisco.

Giving applicants the opportunity to self-select out of the hiring process if they do not 
perceive themselves to be good fits with the position or organization increases the likelihood that 
the applicants ultimately hired will be good fits and will be better employees as a result. Given 
the relatively low cost associated with the development of an RJP, they may be useful for orga-
nizations trying to reduce turnover rates for jobs which departing employees say were not what 
they expected when they accepted job offers.

Some companies have used RJPs to counter inaccurate employer images. Fast food giant 
McDonald’s has responded to critics in the United Kingdom who claim it is a poor employer by 
launching a poster campaign using the slogan “Not bad for a McJob,” which details the benefits 
and flexible hours the company offers. It is the first time the company has tried to combat the 
negative misconceptions that have been associated with the title “McJob” ever since the term 
was used by Douglas Copeland in his best-selling novel Generation X: Tales for an Accelerated 
Culture. A McDonald’s executive believes that a huge gap exists between the external percep-
tion and the internal reality of working at McDonald’s and states, “Our employer reputation isn’t 
justified; we have to accept that this association exists and correct it.”126

Communicating a realistic picture of the job does not have to be expensive or difficult. 
The focus is not on aspects of the work that are already visible, or obvious, to applicants, but 
on aspects of the work not likely to be known by an outsider—say, the fast pace of work, high 
performance expectations, pay, and benefits. The process of compiling information about the job 
or organization that candidates will find more and less attractive begins with understanding what 
the firm’s current employees like and dislike about the job. Surveying them might indicate that 
they like, say, the above-average pay, relatively low educational requirements, generous benefits, 
and the fact that they are done with work by 2 p.m., which allows them time to spend with their 
families or to work at second jobs. Information collected from employees who recently resigned 
can help a firm understand what they did and didn’t like. All this information can then be syn-
thesized into a realistic recruiting message that is not so lengthy that it overwhelms applicants.

Of course, the best thing to do with a job that has potentially undesirable characteristics is 
to take the necessary steps to improve it before recruiting candidates. Perhaps poor supervisors 
can be trained, pay and benefit levels can be raised, or safety and working conditions can be 
improved. In other words, providing realistic job information about a bad job is no substitute for 
providing a better, more appealing job opportunity.

Developing self-assessment tools

In addition to trying to recruit candidates with a particular profile of characteristics, organi-
zations can take steps to make it easier for applicants to self-assess their fit with the job and 
organization. Because believing that they are a good fit with a company’s culture and job oppor-
tunities improves a job seeker’s attraction to the organization, many organizations try to enable 
applicants’ self-evaluation of their fit with the company. Companies including McDonald’s, 
Walmart, and Home Depot provide information about the organization’s culture and values and 
have created interactive self-assessment tools to help candidates make this assessment.

Some organizations provide an online questionnaire that gives users feedback about their 
degree of fit with the job and organization.127 ZipRecruiter and Bright.com offer a “Bright 
Score” feature giving potential job applicants an instant score of their fit with a company’s job 
description based on their work experience, skills, and education.128 Prospective employees can 
also use on-site computers to learn about an organization and its job opportunities, take self-
assessments to identify their fit with the company’s culture, read job descriptions, review current 
job openings, and immediately apply for jobs.

To ensure an honest self-assessment on the part of the potential applicant, self- assessments 
should be anonymous. Moreover, the company should not use this information to screen 
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applicants. The best use of such a tool is to help potential applicants determine whether the com-
pany is a place where they are likely to enjoy working. If a potential applicant perceives herself 
as a poor fit and decides not to apply, she and the organization can save time and resources by 
not pursuing what is ultimately likely to be a poor match.

tIMIng the DIsclosuRe oF InFoRMatIon

After the firm has identified the more- and less-attractive aspects of the job and the organization, 
a decision needs to be made about when to communicate this information to applicants. The con-
tent of the recruiting message is likely to change over time, focusing initially on broader issues, 
such as the job title, the general nature and responsibilities of the job, and the job’s location. 
At the initial stage of making contact with a potential recruit, the communication is intended to 
allow each party to quickly and cost-effectively assess the general likelihood of a fit between the 
applicant’s competencies, values, and experiences and the organization’s particular job openings. 
If the organization has an opening for an accountant but the potential applicant has a background 
and an interest in marketing, the recruiting effort is not likely to be pursued further by either party.

As the fit between the recruit and the job begins to look better, information that is 
more detailed is provided about the job’s requirements, responsibilities, authority level, and 
 advancement potential. Job candidates are typically interested in learning all they can about the 
organization’s strategy and position in its market, the firm’s available training programs, travel 
requirements, and the stability of the job and company. Candidates may also be interested in 
learning what they can about the organization’s values and culture, and the recruitment messages 
from the company can be designed to inform the candidate about these issues both directly and 
indirectly. Compensation issues can be discussed at any time but are often reserved for late in 
the recruitment and hiring process. Figure 7-2 summarizes the type of information candidates 
 generally look for earlier versus later in the recruiting process.

We have discussed how applicants interpret recruitment experiences, including perceived 
recruiter competence and recruitment delays, as symbolic of broader organizational character-
istics. An organization that does not keep its word regarding when it will be communicating 
with applicants or whose interviewers are unprepared and overscheduled is sending a different 
message to recruits than an organization that is organized, professional, and keeps its word in its 
interactions with job candidates. It is important that recruiters be trained in what to tell recruits 
and how to identify issues of importance to each candidate. Some candidates will be focused 
on the organization’s compensation and incentive system, while others will attend more to the 
opportunities for training and development and job advancement. It is difficult to anticipate 
all the issues candidates may want to hear about. Providing a communication channel through 
which candidates can learn more information and ask questions, perhaps via a Web site or phone 
number, can help balance the need to provide enough information with the need to not provide 
too much information, which can be both expensive and generally unnecessary at the early stage 
of the recruiting process.

FIguRe 7-2 Information Sought at Different Times in the Recruiting Process
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achIevIng RecRuItMent consIstency

Recruitment activities lay the foundation for a consistently administered, efficient, and legally 
defensible staffing effort. Developing a recruiting guide and following the EEOC’s best prac-
tices related to recruiting are part of this foundation.

Developing a Recruiting guide

A recruiting guide is a formal document that details the process to be followed when a firm 
recruits for an open position. It should address both internal and external recruiting processes. 
A recruitment guide clarifies company policies and procedures relating to the budgets, activi-
ties, timelines, staff members responsible for recruiting, legal issues, and the specific steps to be 
taken to fill positions. By standardizing the recruiting procedures used by the organization, the 
guide helps clarify which employees are expected to perform what roles during the recruitment 
process and helps to ensure that all the relevant recruiting policies and procedures are followed 
during the process. This can help the organization recruit in the most effective, legal manner by 
detailing what is and is not acceptable recruiting behavior. The policies and procedures described 
in the guide also help coordinate the efforts of a firm’s internal and external recruiters to ensure 
they are not at cross-purposes with one another.

Following the eeoc’s best Recruiting practices

As we discussed in Chapter 3, many legal issues are involved in recruiting and staffing. Table 7-5  
summarizes an EEOC task force’s best practice ideas in the area of recruitment.129

recruiting guide

a formal document that details the 
process to be followed when a firm 
recruits for an open position

Table 7-5  eeOC best Recruiting Practices

Firms	acting	consistently	with	EEOC	best	practices	do	the	following:130

•	 Establish	a	policy	for	recruiting	and	hiring,	including	the	criteria,	procedures,	responsible	
individuals,	and	applicability	of	diversity	and	affirmative	action	initiatives.

•	 Engage	in	short-term	and	long-term	strategic	planning.
•	 Identify	the	applicable	barriers	to	equal	employment	opportunity.
•	 Specify	the	firm’s	recruiting	goals.
•	 Make	a	road	map	for	implementing	the	plan.
•	 Ensure	that	there	is	a	communication	network	that	can	be	used	to	notify	interested	persons	

about	the	firm’s	job	opportunities.	The	communication	network	should	include	advertising	
within	the	organization,	within	the	general	media,	and	media	that	focus	on	minorities,	
people	with	disabilities,	older	people,	and	women.

•	 Communicate	the	competencies,	skills,	and	abilities	required	for	available	positions.
•	 Communicate	about	family-friendly	and	work-friendly	programs.
•	 Where	transportation	is	an	issue,	consider	arrangements	with	the	local	transit	authority.
•	 Participate	in	career	and	job	fairs	and	open	houses.
•	 Work	with	professional	associations,	civic	associations,	and	educational	institutions	to	

attract	minorities,	women,	people	with	disabilities,	and/or	older	people.
•	 Provide	recruiters,	employees,	and	search	firms	with	instructions	to	recruit	diverse	

candidate	pools	and	expand	the	company’s	search	networks.
•	 Partner	with	organizations	dedicated	to	serving	diverse	groups.
•	 Use	internships,	work-study,	co-op,	and	scholarship	programs	to	attract	and	pursue	

interested	and	qualified	candidates.
•	 Develop	and	support	educational	programs;	become	more	involved	with	educational	

institutions	that	can	provide	the	company	with	leads	used	to	recruit	a	more	diverse	
talent pool.

•	 Ensure	that	personnel	involved	in	the	recruiting	and	hiring	process	are	well	trained	in	terms	
of	their	equal	employment	opportunity	responsibilities.

•	 Become	more	involved	in	the	community	to	improve	the	company’s	image	and	attract	
diverse	candidates.

•	 Eliminate	practices	that	exclude	diverse	candidates	or	create	barriers	for	them.
•	 Evaluate	the	firm’s	managers	on	the	progress	they	make	toward	the	company’s	equal	

employment	opportunity	goals.
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To reinforce their employer brand and to find the best matches for their culture and busi-
ness, the company also built an online application that includes questions asking job candidates 
to reveal their favorite Container Store product and additional questions designed to delve into 
their communications skills and other characteristics. Using the Web site also helps the candi-
date learn more about the company and better prepare for a possible interview. “They’re not just 
wandering into the store and filling out an application,” the company’s director of recruiting 
and training says. “They are taking 45 minutes or so to prove their interest. It has heightened 
the quality of the candidates.” The store managers, in turn, are able to quickly respond to each 
applicant with a letter tailored to the situation.139 This strategy helps to persuade candidates that 
the company is a good fit for their interests and needs.

Social Media Recruiting at United Parcel service

To better utilize social media in its recruiting efforts, UPS created a careers Web site that became the 
center of its recruiting activities. The videos it posted on the Web site profiling different jobs were 
viewed by over 1 million people in one month during a peak holiday hiring season.131 UPS then began 
driving traffic to its careers site through print ads as well as mobile apps and text messaging. Even 
though drivers and package handlers were the target audience, it was clear that they were  willing to 
utilize this technology when job seeking and learning about UPS.132

To evaluate the effectiveness of social media as a recruiting source, UPS measured how many 
people clicked from social media to an “apply now” landing page, how many started an application, 
how many finished one, how many were interviewed, and how many were hired. UPS found that the 
conversion ratio of created applications to hires from Facebook and Twitter were twice that of all other 
online media. The interview to hire ratio of 2:1 also indicated that the quality of applicants sourced this 
way was very good.133

UPS’s recruiting budget changed from 90 percent in print media in 2005 to 97 percent in  social 
media in 2010.134 UPSJobs on Facebook, containing job listing and links as well as a variety of  videos 
and interactive content, has over 55,000 likes. The company also uses Twitter to provide interesting 
information on the company’s philanthropic work or other topics.135

UPS now has a staff that interacts with candidates via Twitter and Facebook, and has also 
 developed a calendar for posting updates to get information out without overwhelming followers.136 
When UPS began a formal social media recruiting strategy in 2009, only about 100 people were hired 
through the effort. In 2012, the number of hires through its social media recruitment efforts reached 
about 6,000, and substantially lowered the overall cost per hire.137 Hiring speed and quality has also 
improved, and the conversion rate of applications to hires from Facebook and Twitter are higher than 
from other sources.138

Summary

The purpose of recruitment is to generate and maintain the inter-
est of desirable potential employees. An organization’s recruit-
ment messages, how it handles its recruiting process, and the 
behaviors of its recruiters can all influence its current and future 
hiring effectiveness and have spillover effects as well. Treating 
potential applicants and employees as potential customers can 
enhance organizational hiring success as well as organizational 
performance.

The question of who should recruit for a particular posi-
tion is not one to be taken lightly as the choice affects the 
speed and quality of the staffing initiative. The first decision an 
organization needs to make with regard to who should recruit 
is whether the recruiter should be internal or the organiza-
tion should outsource its recruiting activities and use external 
recruiters. The fact that internal recruiters generally do more 
hiring for an organization than do external recruiters can also 
mean that more information is available to the organization on 

each recruiter’s strengths and limitations. This knowledge can 
be used in making recruiting assignments and identify train-
ing and development opportunities that can improve internal 
recruiters’ effectiveness over time. Because all the recruiting 
metrics can be collected and processed centrally, using internal 
recruiters can also facilitate recruitment evaluation.

As discussed earlier, the recruitment information com-
municated by the organization and its recruiters must be per-
ceived as credible if it is to influence applicant attraction. 
Perhaps ensuring the credibility of the recruiting information 
received is why applicants have been found to generally pre-
fer meeting with multiple organizational representatives during 
the recruitment process.140 Some research has found that appli-
cants perceive job incumbents to be more likeable, knowledge-
able, and trustworthy sources of job information than formal 
recruiters. Applicants also report themselves more likely to 
consider accepting a job offer when the information source was 
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an incumbent rather than a recruiter.141 The perceived status 
of the person doing the recruiting may also influence applicant 
reactions. One study found that job title influenced perceptions 
of interviewer competence such that when the interviewer was 
introduced only by name, applicant impressions were less favor-
able than when the title “recruiting director” was also used.142

Unfortunately, why some recruiters outperform others, 
and even who an organization’s best recruiters are, are questions 
companies do not often ask. Organizations can select and train 
recruiters just as effectively as they can select and train people 

filling other positions. Thus, the failure of firms to benchmark 
their recruiters’ skills and disseminate recruiting best practices 
is easy to rectify. Because applicants often interpret recruiter 
 characteristics and behaviors as signals of broader job and orga-
nizational characteristics, it is important that thought be given 
to the selection of recruiters. Organizations should also train, 
reward, and provide feedback to recruiters to maximize their 
effectiveness in attracting desired applicants. Implementing good 
applicant attraction strategies and developing a recruiting guide 
will also enhance a company’s ability to meet its recruiting goals.

Takeaway Points

 1. Recruiting helps a firm build a stable and talented group of 
 employees who contribute to its mission and business strategy. 
Recruiters do so by converting the leads generated during sourcing 
into job applicants, generating interest in the company and its jobs, 
and persuading candidates to accept extended job offers.

 2. Recruitment spillover effects are the effects of recruiting that go 
beyond the particular staffing effort. When an unhappy job candi-
date tells potential customers or job applicants about a bad recruit-
ing experience, it can have an effect on how attracted to the firm 
future applicants will be, the organization’s performance, and the 

company’s ability to recruit the unhappy job candidate for a future 
position and do business with the candidate.

 3. Recruiters should be personable, informative, and trustworthy.
 4. Applicant attraction strategies include improving an organiza-

tion’s image and its brand as an employer, and the nature, realism, 
and timing of the information presented to recruits.

 5. Developing a recruitment guide and following the EEOC’s best 
recruiting practices can help a company administer its recruitment 
activities more consistently and legally by formalizing the policies 
and practices to be followed during recruitment.

Discussion Questions

 1. Discuss the efforts made by organizations to ensure that their hir-
ing process is perceived as fair.

 2. If you wanted to request funding from your CEO to evaluate and 
improve the quality of your company’s recruiters, how would you 
persuade him or her that doing so would be a good investment?

 3. What recruiter characteristics matter to you when you are applying 
for a job? Why? Which do not matter much or at all? Why not?

 4. When would hiring external recruiters be more effective, even 
though it is more expensive? Discuss how you could mitigate risks 
involved in using external recruiters.

 5. What could a recruiter do to interest you in applying for a com-
pany you have never heard of before? What tactics or information 
might persuade you to apply?

Exercises

 1. Strategy Exercise: Luxury Limousine is a thriving business that 
operates a limousine service in a large metropolitan area of over 
800,000 people. Customers call 24 hours in advance to schedule-
hire a car and driver for anything from rides to and from the airport 
to fun nights on the town. Because Luxury Limousine’s drivers are 
the only employees who customers see face-to-face, they must be 
professional, be knowledgeable about the city’s roads and fastest 
routes to key locations, and represent the company well. Lately, 
the company’s “help wanted” advertisements in the local paper 
haven’t been attracting the number of quality drivers it needs. In 
response to this situation, Luxury Limousine has decided to con-
duct a mass mailing campaign and send a recruitment brochure to 
each home in the metropolitan area. The company hopes this will 
improve its ability to recruit quality drivers.

   The following job requirements and rewards exist for the 
driver’s job: Drivers must (a) be over 21 years of age, (b) pass a 
written test about local roads and highways, (c) possess a valid com-
mercial driver’s license, (d) have a good driving record (no moving 
violations in the last three years), (e) be able to read maps, and (f) be 
courteous. No previous limousine driving experience is required. 
The job is part time, varying between 10 and 35 hours per week. The 

driving can occur 24 hours a day, seven days a week. The wage is 
$10.00 per hour plus tips. Tips are highly variable; about 15 percent 
of customers provide no tips, 50 percent provide tips of about 10 per-
cent, and 35 percent provide tips of 15 percent or more. Drivers 
are given three days of training by an experienced driver, after 
which they must pass a ride-along test conducted by the owner of 
Luxury Limousine. Drivers receive a paid one-week vacation after 
1,000 hours of work in a 52-week period. Another benefit is that 
drivers often hear of other job opportunities from their customers. 
Anyone could be a customer, from celebrities to high school prom 
dates. Traffic accidents and breakdowns can occur, and traffic can 
be challenging. Although most customers are friendly and enjoyable, 
some become intoxicated and can be difficult to deal with.

   Prepare two versions of the recruiting brochure. The first 
should carry a realistic message, and the second a traditional mes-
sage. The brochure will be a single, 81/2” by 11” piece of paper 
folded in half, with one of the outside halves being used for the mail-
ing and return addresses. Your goal is to attract safe drivers who will 
execute Luxury Limousine’s strategy of providing reliable, high-
quality transportation and excellent customer service. Remember, 
the goal is to communicate a realistic message, not a negative one.
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   Then, prepare a separate report in which you indicate 
(a) which of the two brochures would likely attract more job appli-
cants, (b) whether the quality of applicants attracted is likely to 
differ and why, and (c) other recommendations you have for gen-
erating more and better job applicants.

 2. Develop Your Skills Exercise: This chapter’s Develop Your Skills 
feature presented four steps for developing a positive employer 
brand. Working in a group of three to five students, use this pro-
cess to design an employer branding strategy for a job held by one 
of your group members. Describe the brand you would like to cre-
ate, and outline the activities you would undertake to establish that 
image among targeted applicants for your chosen job. Be prepared 
to share your ideas with the class.

 3. Opening Vignette Exercise: This chapter’s opening vignette 
described United Parcel Service’s social media recruiting strate-
gies. Working alone or in groups of three to five students, answer 
the following questions. Be prepared to share your answers with 
the class.

 1. What metrics do you suggest UPS track to optimize its use of 
social media in sourcing talent?

 2. What are some advantages and disadvantages of UPS using 
social media almost exclusively to source drivers and package 
handlers?

 3. What other sourcing strategies for drivers and package han-
dlers do you think would be effective for UPS?

Case study

Rock Blocks is a concrete manufacturing company. The com-
pany has been in business for over 60 years, and furnishes 
concrete blocks for building and landscape use. Rock Blocks 
is owned and operated by the third generation of the founding 
family and has over 600 employees. Customer demand for the 
company’s products is growing, but Rock Blocks is having 
difficulty attracting and hiring enough manufacturing talent to 
keep up with demand. The company typically posts openings 
for its specialty positions on Internet sites including Monster.
com and its own careers site, but the quality and quantity of 
applicants has been falling in recent years.

Accordingly to company president Roy Hanby, “concrete 
manufacturing isn’t a popular career choice. Unless someone 
has family or a friend working in the industry, it can be hard 
to convince them of the potential of the job.” Hanby explains 

that starting salaries and career growth potential are high, and 
many employees feel proud having made something that many 
people will see and use and that will be around for a long time.

Questions

 1. How can Rock Blocks increase the number of people that 
apply with the company? How can realistic job previews 
be used to increase interest?

 2. Why do you think that potential applicants might not 
be enthusiastic about the idea of applying for jobs with 
Rock Blocks? What can recruiters do to change these 
perceptions?

 3. Create a brief employer brand–oriented newspaper 
 advertisement for a basic manufacturing position for 
Rock Blocks.

Semester-Long Active Learning Project

Building on your work for this project in the last chapter, research, 
 describe, and critically analyze the alignment between existing recruit-
ing practices and the staffing needs of this key position. Recommend 
alternative recruiting strategies, methods, target applicants, appropriate 
recruiters, the training recruiters should receive, and how they should 

be rewarded and evaluated. Using what you learned in Chapter 3, iden-
tify how your recruiting plan will enable the company to comply with 
EEO and other legal requirements. Also, develop a sample newspa-
per ad for the position that incorporates both the company’s employer 
brand and a realistic job preview.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s Case Study Assignment.
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Explain why measurement and assessment are important to staffing.
◾	 Describe patterns in data.
◾	 Understand correlation and regression and explain how each is used.
◾	 Define practical and statistical significance and explain why they are important.
◾	 Define reliability and validity and explain how they affect the evaluation of a measure.
◾	 Explain why standardization and objectivity are important in measurement.
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Hiring the Best Call Center Workers at Xerox

Headquartered in Norwalk, Connecticut, Xerox is the world’s leading provider of business process 
and document management services. The company employs over 140,000 people in 160 countries.1 
Xerox knows that its call center workers are key to its business strategy execution and provide high 
quality service to customers. For years, the company considered previous call center experience an 
important screening factor in staffing these important positions. The company has never evaluated 
the appropriateness of that selection criterion, however, and would like to evaluate whether this is 
the best screening method for its call center workers. The company also wonders if it could identify 
a better selection system to improve talent quality and reduce turnover in its call centers. Imagine the 
company asks you for advice. After studying this chapter, you should have some good ideas to share 
with the company.

Effectively using data analytics to make decisions is a cornerstone of firm success.2 Data analytics 
refers to the process of using data and analytical systems to arrive at optimal decisions, including 
statistical analyses of data. Data analytics can help organizations ensure they have a high-quality 
and talented workforce that can execute strategy and meet business objectives. Data analytics can 
also inform hiring, training, and succession planning decisions, and is critical when considering 
strategies for downsizing and layoffs.3 Some have argued that Google’s success is due in large 
part to its reinvention of talent management through people analytics.4 Similarly, there recently 
has been a lot of talk about “Big Data,” which refers to the exponential growth of data that is high 
volume, velocity, and variety, and which enables the detection and prediction of trends.5 Big data 
can be used for conducting data analytics to build templates for identifying the best talent in the 
workforce and predicting the best future hires.6 However, the use of data analytics and big data 
doesn’t alter the importance of having quality data, and it highlights the need to understand how 
to interpret the statistics from that data. It also requires heightened awareness of the potential for 
spurious relationships.7

One of the most important activities involved in strategic staffing is the process of 
using data to make selection decisions. Creating a high-quality workforce depends on the 
accurate selection of employees who will best fit the organization’s strategy, culture, and 
position requirements. If you hire poorly, then the organization will suffer regardless of how 
good its strategic plans are. Improperly assessing and measuring candidate characteristics 
can lead to systematically hiring the wrong people, offending and losing good candidates, 
and even exposing your company to legal action. In contrast, consistently hiring the most 
talented, motivated, and passionate employees who best fit your organization will result in a 
competitive edge that cannot be easily duplicated or replaced. Accurately selecting employ-
ees requires that you collect, measure, and interpret data relevant to your firm’s strategic 
staffing efforts.

In this section of the book, Selecting, we turn our attention to these issues and the use of 
data to evaluate job applicants. After people have applied for jobs, we need to assess them in 
ways that allow us to compare them and make hiring decisions. We need to understand some of 
the basic principles of measurement so we can decide which candidates are best suited for jobs. 
That is the purpose of this chapter. Measurement pertains to other aspects of the staffing system 
as well. We will discuss more about these aspects in Chapter 13.

The information-technology services company TEKsystems knows that accurate 
 measurements are essential to making good employee selection decisions. The company’s cli-
ents evaluate the speed and success of the staffing consultants it provides. Because TEKsystems 
differentiates itself based on quality, it is critical that it hires people with the skills that meet its 
clients’ needs. To measure the capabilities of its job candidates, the company carefully assesses 
applicants’ skills at the prescreening stage as well as later in the hiring process. These assess-
ments require the company to collect high-quality data.8

Likewise, global staffing firm PeopleAnswers uses systematic, objective, and data-driven 
scientific methods to help clients hire employees who perform better and stay longer. Curt Gray, 
senior vice president of HR at AmeriPride, one of the five largest uniform rental and linen supply 

dAtA AnAlytics

the process of using data and 
analytical systems to arrive at optimal 
decisions, including statistical 
analyses of data
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companies in the United States, states they were able to work with PeopleAnswers to reduce 
turnover by 50 percent using screening and assessment technologies developed using data ana-
lytics. The cornerstone of using data effectively is collecting high-quality information on the 
right predictors and outcomes.9

What Is MeasureMent?

Evaluating people, processes, or outcomes requires collecting data, which requires measure-
ment. In staffing, measurement is the process of assigning numbers according to some rule or 
convention to aspects of people, jobs, job success, or aspects of the staffing system.10 These 
measures can be used to select individual employees or to assess the staffing process in gen-
eral. Interview ratings, knowledge test scores, and performance data are measures used to 
select employees. Measures relevant to the staffing process in general assess the following: (a) 
characteristics of the job (which enables the firm to create job requirements and job rewards 
matrices), (b) aspects of the staffing system (such as the number of days a job posting is run, 
where it is run, and the nature of the recruiting message), (c) characteristics of job candidates 
(such as personality or ability), and (d) staffing outcomes (such as performance or turnover). 
These types of measures enable the firm to improve its staffing system by identifying impor-
tant patterns and relationships that can be used to make decisions or to design assessments and 
interventions.

The numerical outcomes of measurement are data. Strategic staffing centers around col-
lecting and analyzing the relationship between two types of data:11

 1. Predictive data is information used to make projections about outcomes. For example, 
what data might you collect to predict turnover or job performance? Similarly, could you 
measure the conscientiousness of job candidates to see if it predicts some component of 
job success? This is predictive data. In terms of the general staffing system, predictive 
data can come from any part of the hiring process and can include information on sourc-
ing quality, the basic qualifications of applicants, and their traits, competencies, and 
values.

 2. criterion data is information about important outcomes of the staffing process. 
Traditionally, this data includes measuring the job success of employees. More gener-
ally, criterion data should also include all outcome information relevant to the evaluation 
of the effectiveness of the staffing system against its goals. This can include measuring a 
company’s return on investment related to its staffing measures, employee job success, 
time-to-hire, time-to-productivity, promotion rates, turnover rates, and new hire fit with 
company values.

In short, criterion data is information about outcomes of the staffing or selection process. 
Predictive data gives you information about the possible predictors of those outcomes.

Once you have collected data, you have to do something with it. Next, we discuss basic 
tools and techniques for describing and interpreting data, followed by a discussion of the charac-
teristics of useful measures. It is critical to note that it is nearly pointless to analyze and interpret 
data that is of low quality. The data must be accurate, dependable, and relevant to be worth col-
lecting and analyzing.

DescrIbIng anD InterpretIng Data

When a measure, such as an assessment test, is administered to job candidates, the data needs to 
be interpreted before it can be useful in making hiring decisions. Describing the scores within a 
distribution is important for interpreting what they mean for the entire group of candidates, as 
well as understanding the significance of any one particular score.

types of Measurement

The tools you can use to describe and interpret the data depend on the level of measurement. The 
data can come from nominal, ordinal, interval, or ratio measures.

meAsurement

the process of assigning numbers 
according to some rule or convention 
to aspects of people, jobs, job success, 
or aspects of the staffing system

dAtA

the numerical outcomes of 
measurement

predictive dAtA

information about measures used to 
make projections about outcomes

criterion dAtA

information about important outcomes 
of the staffing process
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noMInal In nominal measurement, numbers are assigned to discrete labels or categories. 
No ordering is implied in the assigned values. Gender, race, and college major are examples of 
nominal measures. You could assign a “0” to males and a “1” to females to create a nominal 
measure for gender.

orDInal In ordinal measurement, attributes are ranked by assigning numbers in ascending 
or descending order. For example, the first person finishing a work sample task might receive a 
“1,” the second person “2,” and so on. Ordinal measures don’t tell you anything about the dis-
tance between the scores, though—just their rank.

Interval In interval measurement, the distance between scores has meaning. The distance 
from 40 to 50 degrees in Fahrenheit is the same as the distance from 80 to 90 degrees. Thus, the 
interval is constant. However, the zero point on interval measures is arbitrary, so ratios computed 
using two different measures of the same attribute will not yield the same result. For example, 
100 degrees Fahrenheit is twice that of 50 degrees Fahrenheit but when converted to Celsius the 
2:1 ratio doesn’t hold. Examples of interval measurement in selection may include intelligence 
scores, personality assessment scores, and scoring keys for interview questions.

ratIo ratio measurement includes a true and meaningful zero point. Thus, you can con-
struct ratios from the measure. Salary, weight, height, typing speed, and sales per month are 
examples of ratio-level measures. If one person can lift 200 pounds and another 100 pounds, 
then the first person can lift twice as much as the second person whether the weight is in grams 
or pounds. Thus, the ratio holds because there is a true zero point. In a selection context, years 
of experience is a ratio measure because ratios will hold whether time is measured in years, min-
utes, or seconds.

The distinctions among the different types of measures are important because they influ-
ence how you can describe and interpret data. For example, it is generally not useful to compute 
an average of ordinal scores.

scores

The process of assigning numerical values during measurement is scoring. In order to interpret 
scores properly, we need to understand the scoring system used. Data is often presented in terms of 
numerical scores, such as raw scores, standard scores, and percentile scores, which we discuss next.

raW scores raw scores are the unadjusted scores on a measure. On a job knowledge test, 
the raw score might represent the number of items answered correctly. For measures such as 
personality inventories that have no “right” or “wrong” answers, the raw score may represent the 
number of positive responses for a particular trait. Raw scores do not provide much useful infor-
mation by themselves. Consider your score on a midterm. If you get 30 out of 50 questions cor-
rect, it is hard to know whether this is a good or a poor score. You may believe 30 is a poor score, 
but if you compare the results to the results of other people who took the same test, you may 
discover that 30 is the highest score. For criterion-referenced measures, or standards-based 
assessments, the scores have meaning in and of themselves. For example, candidates might be 
expected to exceed a certain level on a criterion measure, such as typing at least 90 words per 
minute, before they can advance to the next stage of the hiring process.

On criterion-referenced measures it is easy to see what a particular score indicates about 
proficiency or competence. In general, scores on norm-referenced measures have meaning 
only when compared to the scores of others. For example, candidates who reach a certain norm-
referenced measure—for example, who score in the top third of their applicant group on a typing 
test—would advance to the next stage of the hiring process. Converting raw scores into standard 
scores (or percentiles), as we describe next, provides you with the kind of comparative informa-
tion you need to use a norm-referenced measure.

norMal curve Many human characteristics, such as height, weight, math ability, and 
typing skill, are distributed in the population in a typical pattern known as the normal 
curve. In other words, the characteristics display a symmetrical bell-shaped appearance like 
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≈ ≈

FIgure 8-1 The Normal Curve Illustrating Standard Scores and Percentiles

the one shown in Figure 8-1. The distribution of scores under the normal curve is called the 
normal distribution. As you can see, a large number of individual cases cluster in the mid-
dle of the curve. The farther from the middle (or average) you go, the fewer the cases. Many 
distributions of scores follow the same normal curve pattern. Most individuals get scores in 
the middle range, near average. As score extremes are approached, fewer and fewer cases 
exist, indicating that progressively fewer individuals get lower scores (represented by the 
left tail of the curve) or higher scores (represented by the right tail of the curve). Other dis-
tributions are possible but we will focus on the normal distribution because it is one of the 
most commonly used.

percentIle score A percentile score is a raw score that has been converted into an 
expression of the percentage of people who score at or below that score. For example, in 
Figure 8-1, a score of 55 on Test X or 120 on Test Y would place a person at about the 84th 
percentile. This means that 84 percent of the people taking the test scored at or below this 
individual’s score.

The second horizontal line below the curve in Figure 8-1 labeled “Percentiles” rep-
resents the distribution of scores in percentile units. By knowing the percentile score of an 
individual, you already know how that individual compares with others in the group. An in-
dividual at the 98th percentile scored the same as or better than 98 percent of the individuals 
in the group. This is approximately equivalent to getting a raw score of 60 on Test X or 140 
on Test Y.

Percentiles can yield useful information. Assume you want to make highly competitive 
job offers. You can use data sources such as the Bureau of Labor and Statistics (BLS), which 
typically report the 10th, 25th, 50th, 75th, and 90th percentiles in the distribution of salaries for 
a given occupation. If you wish to pay salaries at the top 10 percent of the distribution, then you 
can use the BLS’s percentiles to figure out how much you should pay.

You can also collect salary information from within your firm to determine what might be 
a competitive job offer. Assume you collected data from all your employees on their current sal-
ary levels. How might you describe the data? We discuss this next.

central tenDency central tendency describes the midpoint, or center, of the data. Typical 
measures of central tendency include the mean, median, and mode. The mean is a measure of 
central tendency reflecting the average score. For example, you could compute the average sal-
ary and then pay at or above this level to be competitive. The median is the middle score, or the 
50th percentile, which is the point below which 50 percent of the scores fall below. The mode is 
the most commonly observed score.

If scores are normally distributed, as they are in Figure 8-1, then the mean, median, and 
mode are in the same position. This is not always the case if scores are not normally distributed. 
In the case of data on annual pay, a distribution could have most employees at the left (lower 
end) of the range and relatively few employees at the high end. This is not a normal distribution. 
This is regularly observed in organizations, and it is called positive skew. In this case, the mode 
would be to the left, near the bulk of the distribution, because it is the most commonly observed 
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score. The mean would be shifted to the right due to the high annual pay for a limited number 
of employees. The median would be somewhere in between. In this case, the firm might extend 
different job offers depending on which measure it used to describe the data. In labor disputes, 
it is not uncommon for managers to use average pay as a reference point (indicating higher pay 
across employees) whereas unions use the mode or median as a reference point (indicating lower 
pay across employees).

Alternatively, you might see a bimodal distribution, or a distribution with two modes, for 
annual pay. The mean and median would fall between the two modes but neither would be repre-
sentative of true compensation levels because there are probably two separate employee groups 
represented in the data. Perhaps the two modes represent some employees who are paid on a sal-
ary basis and other employees who are paid on an hourly basis. In this case, you might use one of 
the two modes to determine your competitive offer for compensation, or you could compute the 
mean, median, and mode separately for the two groups.

varIabIlIty variability describes the “spread” of the data around the midpoint. If you were 
told that an applicant scored 76 out of 100 points on a work sample test, what would you think? 
It’s hard to know what to conclude without more information. What if you were told the mean 
was 70? This additional information helps because you can tell that the applicant did better than 
average, but you are still missing important information. How much better or worse did the ap-
plicant actually fare? To answer this, you need to know the variability of scores. What would you 
think if the lowest score was 64 and the highest was 76? What if you were told the lowest score 
was 40 and the highest 100? Knowing the variability of a distribution changes your interpreta-
tion of scores.

There are a number of alternative measures of variability but typical measures include the 
range, variance, and standard deviation. The range is the difference between the highest and 
lowest observed scores. The range is highly influenced by any single extreme score (an outlier) 
so it may not effectively represent the true variability in the data. Other measures of variability 
such as the variance and standard deviation are less affected by outliers. The variance is a math-
ematical measure of the spread based on squared deviations of scores from the mean. You can 
find the formula for variance in the supplement at the end of this chapter. The standard devia-
tion is conceptually similar to the average distance from the mean of a set of scores. It is the 
positive square root of the variance. A data set with a larger standard deviation has scores with 
more variance and a larger range. For example, if the average score on a measure was 70, and the 
standard deviation was 3, the scores would be more tightly clustered around the mean than if the 
standard deviation was 15. If all the scores were the same, the standard deviation would be 0. If 
everyone scores the same on a measure, the measure isn’t useful in predicting job performance 
or deciding who to hire. You can see in Figure 8-1 that the range and standard deviation are 
smaller for Test X than they are for Test Y.

stanDarD scores standard scores are converted raw scores that indicate where a person’s 
score lies in comparison to a referent group. A common standard score is a z score, which mea-
sures the distance of a score from the mean in standard deviation units. There are three determi-
nants of a z score: the raw score and the mean and standard deviation of the entire set of scores.

Look at Figure 8-1. Test X and Test Y have different raw score means. Notice that Test X 
has a mean of 50 and Test Y has a mean of 100. If an individual got a score of 65 on Test X, that 
person did very well. However, a score of 65 on Test Y would be a poor score. Raw scores often 
carry limited information by themselves.

Figure 8-1 shows the percent of cases 1, 2, and 3 standard deviations above the mean 
and 1, 2, and 3 standard deviations below the mean. As you can see, 34 percent of the cases lie 
between the mean and +1 standard deviation, and 34 percent of the cases lie between the mean 
and -1 standard deviation. Thus, approximately 68 percent of the cases lie between -1 and +1 
standard deviations. Note that for Test X, the standard deviation is 5, and 68 percent of the test 
takers scored between 45 and 55. For Test Y, the standard deviation is 20, and 68 percent of the 
test takers scored between 80 and 120.

A z score is calculated by subtracting the referent group’s mean from the target individ-
ual’s raw score, and dividing the difference by the measure’s standard deviation in the referent 
group. The resulting standard z score indicates how many standard deviations the individual’s 
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score is above or below the mean of the referent group. It can be seen in Figure 8-1 that approxi-
mately 84 percent of scores fall below a z score of +1, whereas nearly 100 percent of people fall 
below a z score of +3. The simple formula for a z score is

zscore = 1Individual’s raw score - Referent group mean2/ Referent group standard deviation

A z score is negative when the target individual’s raw score is below the referent group’s 
mean, and positive when the target individual’s raw score is above the referent group’s mean.

To compare candidates, we often need a single overall score that represents each can-
didate’s combined performance on all of the assessment methods used to evaluate them. 
Combining a candidate’s raw scores on two or more measures that use different scoring systems 
is difficult. Imagine an assessment system that evaluates candidates using an interview scored on 
a 1-to-10 scale and a job knowledge test that is scored on a 0-to-100 scale. Simply averaging the 
two scores would give disproportionate weight to one of the tests, depending on the mean and 
standard deviation. Standardizing both scores by converting them to z scores allows them to be 
easily combined, as shown in Table 8-1.

In Table 8-1, the interview scores have a range of 15 to 22, a mean of 18.25, and a stan-
dard deviation of 3. The job knowledge test has a range of 69 to 87, a mean of 78.25, and a 
standard deviation of 7.46. If you subtract the mean from each raw score and divide by the 
standard deviation, you will obtain the standard score. For Felix, the calculations would be 
115 - 18.252/3 = -1.1 and 187 - 78.252/7.46 = 1.2 (after rounding).

Although meaningfully combining the raw scores would be difficult, combining the z 
scores is easy and results in a single number reflecting how each candidate did on both of the as-
sessment methods relative to the other candidates. In this case, Sue’s outstanding interview score 
allowed her to overcome her slightly below-average job knowledge test score to be the candidate 
with the highest overall score. If a company wants to weight multiple assessment methods differ-
ently, each standard score can be multiplied by the desired weighting percentage. For example, 
the formula for weighting the interview score 60 percent and the job knowledge test score 40 
percent would be

Overall score = 10.6 * zinterview2 + 10.4 * zjob knowledge test2
For Felix, this would be 10.6 * -1.12 + 10.4 * 1.22 = -0.18 rather than the 0.1 he 

received when the interview and knowledge test were equally weighted.

shifting the normal curve

When making candidate selection decisions, it is often assumed that the distribution of appli-
cants’ fit with the job reflects the normal curve as depicted by the current talent pool shown in  
Figure 8-2. If this is true, then a large burden is placed on the selection system to accurately iden-
tify which candidates fall to the far right of the curve (the best hires). In practice, however, many 
of the most desirable people for a position are not in the applicant pool at all. The most talented 
and competent people are often successfully employed because they are usually being promoted 
and rewarded for the work they do. As a result, most of these people are semi-passive job seekers 
at best. Without an effective sourcing and recruiting process, they will not apply to your firm. For 
example, during the 2008 economic downturn, it was difficult to get passive job seekers with deep 
experience and a proven track record in advertising to apply for positions at other companies.12

TaBle 8-1    Converting Raw Scores to Standard Scores

Candidate Interview Score
Job Knowledge 

Test Score Overall Score

Raw Standard Raw Standard Standard Units

Felix 15 -1.1 87 1.2 1-1.1 + 1.22 = 0.1 

Sue 22 1.3 77 -0.2  11.3 -  0.22 = 1.1 

Lin 19 0.3 69 -1.2  10.3 -  1.22 = -0.9 

Pierre 17 -0.4 80 0.2 1-0.4 + 0.22 = -0.2 
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A passive sourcing approach can result in a distribution of applicants that is shifted to the 
left, or lower end, as depicted by distribution A. An alternative way of looking at this is to think 
about the role that sourcing and recruiting play in terms of shaping the qualifications of the appli-
cant pool. If done strategically, sourcing and recruiting can discourage applicants who are a poor 
fit from applying, and increase the number of high-quality passive and semi-passive candidates 
who do apply. In this case, the distribution would be shifted to the right, as depicted by distribu-
tion B. This recruiting and sourcing approach would yield candidates of higher quality, clearly 
reducing the burden on the selection system to identify the best candidates. This can significantly 
increase the likelihood of hiring excellent employees.

Describing and interpreting data is part of the process of using data strategically. Strategic 
staffing is further enhanced when you can use data to understand relationships between measures 
and variables. In particular, if you can identify predictors of desired staffing outcomes, then this 
can lead to new selection tools and interventions, such as recruiter training. The next section 
explains how you can assess the relationship between predictors and outcomes.

usIng Data strategIcally

correlations

A correlation indicates the strength of a linear relationship between two variables. If people 
who score higher on a measure tend to perform better on the job, or if people who score higher 
on a measure perform lower on the job, scores and job performance are said to be correlated. 
A correlation coefficient, also called “Pearson’s r” or the “bivariate correlation,” is a single 
number that ranges from -1 to +1; it reflects the direction (positive or negative) and magnitude 
(the strength) of the relationship between two variables. A value of r = 0 indicates that the val-
ues of one measure are unrelated to the values of the other measure. A value of r =  +1 means 
that there is a perfectly linear, positive relationship between the two measures. In other words, 
as the value of one of the measures increases, the value of the other measure increases by an 
exactly determined amount. By contrast, a value of r =  -1 means that there is a perfectly nega-
tive (inverse) relationship between the two measures. In other words, as the value of one of the 
measures increases, the value of the other variable decreases by an exactly determined amount. 
The information provided by correlations is useful for making staffing decisions. The health care 
literature is full of studies that document the positive correlation between patient outcomes and 
proper staffing in health care organizations, for example.13 You can find the formula for cor-
relation in the supplement to this chapter along with the formula for Excel. Correlations can be 
easily computed using spreadsheets or software such as Microsoft Excel, SAS, or SPSS. In most 
circumstances, we rarely see correlations remotely approaching +1 or -1. Even the correlation 
between people’s height and weight is typically less than .80. In staffing contexts, we rarely have 
such precisely measured and highly correlated data. Measurement error, to be discussed later, 
also reduces the magnitude of the correlations we observe. In addition, restricting the variability 
of our applicant and hired pools can also reduce the size of the correlations we observe.

The typical values we might see in staffing contexts are + .30 or - .30. Although much lower 
than the theoretical maximum and minimum, these values can result in significant improvements in 
the quality of hires. Unstructured interviews, one of the most commonly used selection techniques, 
often have a correlation of + .20 or less with job performance. A well-structured personality test 
can have a correlation of + .30 with job performance. Thus, using such a test can have a significant 
positive economic impact on an organization by significantly improving the hiring process.

FIgure 8-2 Shifting the Normal Curve
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One way of thinking about correlations is depicted in the diagram14 shown in Figure 8-3. 
Think of the variance of a given variable as depicted by a circle. If the circles of two different vari-
ables are perfectly overlapping, then the variance of one variable is perfectly correlated with the 
other. In the first example, the two circles are nearly overlapping, suggesting the correlation between 
X and Y is approximately either +.90 or –.90. Why either positive or negative? Because the variance 
is shared regardless of direction of the sign. In the second example, the two circles do not overlap 
at all, indicating that the correlation between X and Y is 0. In the third example, the two circles 
overlap nearly half, suggesting the correlation is about + .70 or - .70. Why a correlation of { .70 
for a nearly 50 percent overlap? As it turns out, the amount of variance shared by two variables is 
equal to the square of the correlation, or r2, and .72 is .49 or about 49 percent overlap. Another good 
way to understand the correlational relationship between two variables is to graph them. Figure 8-4 
illustrates the correlations corresponding to several different patterns of data in scatter plots, or 
graphical illustrations of the relationship between two variables. Each point on the chart corresponds 
to how a particular person scored on a test and a measure of how he or she performed on the job.

From the scatter plots in Figure 8-4, you can see that a correlation of +1 occurs when the 
data points are in a perfect line. A correlation of +1 means that higher test scores on the measure 
correspond with an exact improvement in performance scores. The test score is called a predictor 
variable. A predictor variable is a variable used to predict the value of an outcome. In this case, 
the predictor variable (test score) perfectly predicts the outcome (performance). Now notice the 
lack of a relationship between scores and performance in the graph showing a correlation of 
r =  - .05. In this case, the scores are almost completely independent of job performance ratings, 
and these scores are a poor predictor of performance.

When the relationship is perfect, as it is in the “+1” graph, it is easy to see how the trend 
line should be drawn. However, when the data do not depict a perfect relationship, it’s harder to 
figure out how to draw the line. In this case, you will need to draw the line in such a way that it 
minimizes the distance of all the points from the line (i.e., minimizes errors of prediction). This 
is called a regression line, which will be discussed in the next section. When there is almost no 
relationship, the regression line will be nearly flat. When there is a negative relationship, the 
regression line will slope downward.

Completely Uncorrelated

X Y

Moderately to Strongly Correlated

YX

r2

Very Highly Correlated

XY

r2

FIgure 8-3 Diagrams for Correlations

scAtter plot

graphical illustration of the 
relationship between two variables

predictor vAriAble

a variable used to predict the value of 
an outcome

M08_PHIL3491_03_GE_C08.indd   230 12/09/14   3:13 PM



	 Chapter	8	 •	 Measurement 231

If you found a correlation of r =  - .43 between a measure and job performance, would the 
measure be useful in predicting which candidates are likely to do better on the job? Absolutely—
just hire people who perform lower on the measure. The correlation of r =  - .43 is of a rea-
sonably high magnitude. Thus, it reflects a fairly strong relationship between the measure and 
on-the-job performance. The direction of the correlation isn’t important. To make this easier 
to understand, imagine that the measure was assessing typing errors on a test and the job per-
formance dimension was typing performance. Candidates scoring lower on the measure made 
fewer errors, and thus are likely to be better typists. In other words, negative correlations are just 
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FIgure 8-4 Correlations Expressed as Scatter Plots
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as useful as positive correlations—negative correlations involving a desirable staffing outcome 
just mean that lower-scoring candidates are preferable to those with higher scores.

An additional type of relationship between two variables is a curvilinear relationship in 
which scores are related to outcomes in a nonlinear fashion. This can occur when higher scores 
are related to higher performance to a point, after which higher scores relate to lower perfor-
mance. Curvilinear relationships are sometimes found between the personality trait of conscien-
tiousness and job performance.15 Conscientiousness16 refers to being self-disciplined, striving 
to achieve, and tending to think carefully before acting. If you have ever worked with someone 
who was extremely detail oriented, strove for perfection, and had a hard time making decisions, 
you probably understand how too much conscientiousness can sometimes be a detriment to per-
formance. Note, however, that in most situations more conscientious people tend to perform 
better on the job.

If you were to rely solely on the correlation coefficient to evaluate whether or not being 
conscientious is a predictor of people’s job performance, you might underestimate the measure’s 
usefulness. If a curvilinear relationship exists, rather than selecting candidates with the highest 
conscientiousness scores, it would be better to select candidates who score closer to the middle 
range on the measure. There are specialized statistical techniques for testing for curvilinearity, 
and it is important to collect data to determine whether a linear or curvilinear relationship exists 
for the position you’re filling.

Other uses of the correlation coefficient include:

•	 Relating	store	sizes	with	staffing	levels
•	 Relating	seniority	in	a	firm	with	how	well	employees	perform	on	the	job
•	 Relating	the	time	to	fill	a	job	with	new-hire	quality
•	 Relating	the	quality	of	new	hires	with	a	business’s	performance	and	the	satisfaction	of	its	

customers

Interpreting correlations

Suppose you find a correlation between a job knowledge test and a measure of job success 
equal to .15. Should you use the measure? Answering this question requires assessing the 
likelihood that the observed relationship really exists, and then evaluating whether the rela-
tionship is strong enough to make the measure useful given its cost. Whenever two variables 
are correlated using a subset of the total population, there is always the chance that the sample 
used does not represent the total population. If you had a group of twenty employees, ten 
women and ten men, and randomly chose four of them, would you always choose two women 
and two men? On average, you would. But there would be some instances in which you would 
end up choosing four women. At other times, you would end up choosing four men. Similarly, 
when computing a correlation coefficient from a sample of people, the correlation might not 
accurately represent the correlation that exists in the general population or your applicant pool. 
sampling error is simply the variability of sample correlations due to chance. The usefulness 
of a correlation can be evaluated by considering statistical significance and practical signifi-
cance. Next, we discuss each.

the statIstIcal sIgnIFIcance oF a correlatIon statistical significance is the degree to 
which the observed relationship is not likely due to sampling error. A correlation is said to be sta-
tistically significant if it has less than a certain probability of being due to sampling error––usually 
5 percent (called a p-value for probability value). If the probability of a correlation due to chance is 
.03 (versus, say, .30), then the correlation is said to be “statistically significant.” In other words, the 
observed correlation is far enough from zero that it is unlikely to be due to sampling error, yielding 
a probability below .05 or 5 percent. The larger a sample, the more likely observed relationships 
capture the “true” relationship, and even small effect sizes will be statistically significant. In a small 
sample, the observed relationship must be larger for the relationship to reach statistical significance 
because there is a greater probability that the observed relationship is due to sampling error.

the practIcal sIgnIFIcance oF a correlatIon Unfortunately, statistical significance 
does not guarantee that a predictor is useful. If a sample size is large enough, then even very small 
correlations can be statistically significant because large samples tend to result in correlation 

sAmpling error
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estimates with little sampling error. For example, when the military studies predictors of troop 
performance, because they have a sample in the tens of thousands, even predictors with a very 
small correlation with the outcome are statistically significant.

After establishing statistical significance, the focus shifts to practical significance. 
Practical significance means that the observed relationship is large enough to be of value in 
a practical sense. A correlation that is statistically significant is not necessarily large enough to 
be of practical significance. Whether or not a correlation is large enough to be practically sig-
nificant is in the eyes of the measurer. For example, if hiring errors for a particular job are not 
costly, then a correlation of .2 might be acceptable to an organization. However, a correlation 
of .2 might be too low for critical jobs in which hiring errors are costly. In yet other situations, a 
correlation as low as .15 can still be practically significant.

Practical significance is irrelevant unless the relationship is also statistically significant 
because otherwise the observed correlation could be due to chance. To be useful, a relationship 
needs to have both practical and statistical significance. Other factors will determine whether or 
not a correlation is useful: An assessment system that is inexpensive, for example, might still be 
useful even if the correlation is not large. Alternatively, if an assessment method that correlated 
.15 with job success was expensive, took a long time to administer, and was only moderately 
liked by job candidates, it might not be worth using even if it was a statistically significant 
predictor of a person’s job success. It depends on the degree to which the assessment yields a 
return on the money a firm has invested in its use. For example, even if an organization used 
an assessment method with a low correlation with job success, the company might still earn a 
good return on the method. Consequently, it is important to look beyond the magnitude of the 
correlation.

Identifying statistically and practically significant relationships can help organizations 
execute their business strategies more effectively. The food wholesaler Sysco is a good exam-
ple. Sysco, headquartered in Houston, Texas, periodically assesses the correlation between its 
customers’ satisfaction and its employees’ satisfaction. The company has found that customer 
loyalty and operational excellence are affected by a satisfied, productive, and committed work-
force. Retaining its employees has also helped Sysco cut its operating costs. After discovering 
the correlation, Sysco implemented a rigorous set of programs to enhance the retention and 
satisfaction of its employees.17

regressions

Generally, staffing professionals use more than one measure to assess job applicants because it 
improves the overall validity of a firm’s selection process. However, with a correlation analy-
sis, only two variables can be related to one another so only one predictor variable can be used. 
Multiple regression is a statistical technique that predicts outcomes using one or more predic-
tor variables. Assume the predictors and outcomes are measured on an interval or ratio level. 
Specialized techniques exist for variables that are measured on a nominal or ordinal level but 
such approaches are beyond the coverage of this chapter. A human resource professional can 
do a multiple regression analysis to identify the ideal weights to assign to each assessment score 
(each predictor) to maximize the validity of a set of assessment methods. The analysis is based 
on each assessment method’s correlation with job success (the outcome) and the degree to which 
the assessment methods are intercorrelated. For an example of what we mean by intercorrelated, 
suppose that cognitive ability is highly correlated with interview performance. In this case, it 
might not make sense to use both variables to predict job success because it would be redundant 
to do so. If the redundancy is too great, the regression analysis will retain only one of the pre-
dictors to use in the final prediction equation. In other words, the redundant predictor would be 
assigned a near-zero weight.

One way of visualizing relationships among the variables in multiple regression is de-
picted in the diagram18 shown in Figure 8-5. Assume Y is the criterion, or outcome being 
predicted, and X and Z are the predictor variables. In the first example you can see by the 
overlap that both X and Z predict Y, and both X and Z are uncorrelated with each other. In 
the second example, both X and Z predict Y but X and Z are highly correlated. You can eas-
ily see in this second case that X and Z contribute little unique prediction beyond the other. 
This is similar to a case in which you measure the same concept (e.g., intelligence) using 
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two different but highly related assessments. The redundancy doesn’t add new information 
so you can either eliminate one of the assessments or combine them (depending on cost). In 
the third example, you see a more typical situation. Here X and Z are moderately correlated 
with Y and with each other. Both X and Z add unique information to the prediction of Y but 
they are related to each other. As an illustration, a firm might use a cognitive ability test and 
structured interview scores to predict job performance and cognitive ability and interview 
scores might be related.

The equations used to do a regression analysis can be computed by hand, but this is a cum-
bersome process if there are more than two predictor variables. The equation for two predictor 
variables (a multiple regression) can be found in the supplement at the end of this chapter. A 
variety of software packages, including Excel, SPSS, SAS, and Stata, can be used to easily per-
form an analysis using three or more variables and we provide the instructions for using Excel to 
conduct a multiple regression analysis in the supplement.

Each variable is examined for its statistical relationship to the predicted outcome and a 
regression (or multiple regression) equation is derived. The regression equation is of the format

Job successpredicted = Constant + 1b1 * Test score12
+  (b2 * Test score2) + (b3 * Test score3) c

The constant, or intercept, is a number added to everyone’s predicted job success score, 
and the bs are the regression weights that are multiplied by each test score. An applicant’s 
scores on the test(s) are entered into the resulting model and used to calculate the test taker’s 
predicted job success. Because the regression analysis operates on raw scores, these scores do 
not need to be standardized because the weights take into account the differences in means and 
standard deviations. For example, if Miguel scored 50 on an interview, 27 on a personality 
measure, and 20 on a job knowledge test, his predicted job success would be 141 based on the 
following equation:

Job successpredicted = 10 + 12 * Interview2 + 11 * Personality2 + 1.2 * Job knowledge2
The intercept (10) and weights (2, 1, and .2) come from the results of the statistical analy-

sis. Miguel’s score of 141 would then be compared with the other candidates to determine if he 
should be hired. In general, only equations with variables found to be statistically significant 
should be used to make staffing decisions.

YZ X

YX

Z

FIgure 8-5 Diagrams of Multiple Regression
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Regression analysis is also used to predict future headcount requirements. Consider the 
regression equation that uses projected sales per month and the number of expected customers to 
determine a firm’s headcount requirements:

Full@time employees = 60 + 1.00015 * Sales2 + 1.3 * Expected customers2
If the firm’s projected sales are $1,000,000, and the company projects that it will acquire 

250 new customers, then it will need 285 full-time employees:

 Full@time employees = 60 + 1.00015 * 1,000,0002 + 1.3 * 2502
 = 60 + 150 + 75 = 285

To prevent giving different variables credit for predicting the same part of the criterion, 
multiple regression analysis examines the effect of each variable (e.g., each test score) on the cri-
terion (e.g., job success) after controlling for other variables. Using multiple regression requires 
high quality measures.

What are the characterIstIcs oF useFul Measures?

Two properties of a good measure are its reliability and validity. We discuss each next as well as 
the importance of a measure’s standard error of measurement.

reliability

reliability refers to how dependably, or consistently, a measure assesses a particular character-
istic. If you obtained wildly different weights each time you stepped on a scale, would you find 
the scale useful? Probably not. The same principle applies to measures relevant to staffing, such 
as job knowledge, personality, intelligence, and leadership skills.

A measure that yields similar scores for a given person when it is administered multiple 
times is reliable. Reliability sets boundaries around the usefulness of a measure. A measure can-
not be useful if it is not reliable, but even if it is reliable, it still might not be useful—for example, 
if it doesn’t measure what you’re seeking to determine but something else instead. Reliability is 
a critical component of any staffing measure, including candidate assessment. If a person com-
pletes a personality test twice, will he or she get a similar score or a much different score? If the 
scores radically change, then perhaps the test isn’t reliable. Why would a job candidate score dif-
ferently when completing a personality test again, you might wonder? Think of why you might 
score differently on a midterm given on Monday and one given on Friday, and you should have 
some insights. Some possible reasons are the following:19

•	 the respondent’s temporary psychological or physical state. For example, differing lev-
els of anxiety, fatigue, or motivation can affect test results. If you are stressed the first time 
you are tested but are relaxed the second time, you might respond differently.

•	 environmental factors. Differences in the environment, such as room temperature, light-
ing, noise, or even the test administrator, can influence an individual’s performance. If it is 
quiet on one occasion, and you hear distracting construction equipment on the other, you 
might obtain different scores.

•	 the version, or form, of the measure. Many measures have more than one version, or 
form. For example, the ACT and SAT college entrance examinations have multiple forms. 
The items differ on each form, but each form is supposed to measure the same thing. 
Because the forms are not exactly the same, a respondent might do better on one form than 
on another. If one version happened to be harder, or it was equally challenging but tapped 
into material you knew less well, then you would perform more poorly. In the case of the 
ACT and SAT, scores can be adjusted to reflect the difficulty of each form.

•	 different evaluators. Certain measures are scored subjectively—that is, they are de-
termined by an evaluator’s judgments of the respondent’s performance or responses. 
Differences in the training, experience, and frame of reference among the evaluators can 
result in different scores for a respondent. This is why two interviewers evaluating the 
same job candidate might come to completely different conclusions about the quality of 
that job candidate.

reliAbility

how dependably, or consistently, 
a measure assesses a particular 
characteristic

M08_PHIL3491_03_GE_C08.indd   235 12/09/14   3:13 PM



236	 Chapter	8	 •	 Measurement

These factors are sources of measurement error in the assessment process. Measurement 
error can be systematic or random. In some cases, the measurement error can be random, as in 
the flip of a coin. You don’t always get 50 heads and 50 tails in 100 flips. This is an example of 
a random error. Similar things can happen in a staffing context. Running into traffic on the way 
to work or experiencing bad weather can cause employee productivity to randomly fluctuate in 
unpredictable ways. systematic errors are errors that occur because of consistent and predict-
able factors. For example, an employee’s productivity may go down every Tuesday because he 
or she works late at a second job Monday night.

The sources of systematic errors can include factors such as the time of day or day of the 
week. Administering a difficult work sample test in the morning might, for example, lead to dif-
ferent results than if the test was administered in the afternoon or late at night. Systematic errors 
can also result when there are systematic differences across evaluators. For example, some inter-
viewers might regularly tend to rate most interviewees near the middle of a 1-to-10 scale, whereas 
other interviewers might tend to regularly rate most interviewees on the high end of the scale. 
In this example, the differences among the evaluators are a source of systematic error. Another 
source may be due to the measurement items themselves. Items that are reverse-worded, confus-
ing, or overly complex can lead to systematic errors. The following question is a good example:

Using a 1-to-5 scale where 1 is very true and 5 is very untrue, answer this question: “In 
previous leadership roles you rarely failed to set goals on a timely and consistent basis 
while providing good feedback to your team.”

If you reflect for a moment on this item, you can see how difficult it is to understand and 
how it could lead to systematic error due to wording. People may systematically vary in the ac-
curacy of their responses, depending on their verbal ability, motivation to complete the survey 
quickly, or simple attention to detail. This is not random error because it is attached to specific 
and identifiable personal characteristics.

If there were no systematic or random errors of measurement, then the respondent would 
get the same score each time. If you step on a scale then you will get a reading. If the scale is 
perfectly reliable and you step on it again 10 seconds later, you would see the same reading. This 
is your true score. If in real life, your scale, like ours, slightly fluctuates, then you might see a 
slightly different reading 10 seconds later. This is random measurement error because it is due to 
a variety of factors unrelated to your actual weight. However, if you weigh yourself every day in 
the morning when you wake up and after lunch, you might find you systematically weigh more 
due to having eaten lunch. In a staffing context, test and performance scores also contain a true 
score plus some variation due to random and systematic errors. An applicant is unlikely to obtain 
exactly the same score on a knowledge test every time. Part of this could be due to random fac-
tors, or the error could be systematic.

The distinction between random and systematic errors is important: Systematic errors can 
be controlled or eliminated. For example, you can weigh yourself at the same time each day 
while wearing the same clothes or you can use only highly trained interviewers. Random errors, 
however, cannot be controlled but still affect the quality of measurement. Some measures are 
subject to more random errors than others, just as some scales provide more reliable measures of 
weight than do others.

A deficiency error is yet another type of error. It occurs when you fail to measure impor-
tant aspects of the attribute you would like to measure. The underlying attribute being measured 
is called a construct. If you wanted to measure an applicant’s ability to use calculus for an en-
gineering job, then this ability is your construct of interest. However, if the test you were using 
focused only on algebra, a deficiency error would result. A contamination error occurs when 
other factors unrelated to one’s advanced math skills (in this case) affect the observed scores. For 
example, if the calculus test had many complex word problems, then language could influence 
the results. If the test was administered under varying conditions (a loud versus a quiet setting, 
early morning versus late at night, using calm and helpful administrators versus loud and anxious 
administrators), then these factors could affect scores.

The diagram shown in Figure 8-6 illustrates deficiency, contamination, and relevance. 
Assume you used supervisory ratings to measure job performance. In what ways might supervi-
sory ratings be deficient? It is possible that supervisors focus on productivity and meeting dead-
lines more than teamwork, quality, and safety. Or supervisors may not know about the quality of 
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customer service provided and only attend to quantity of sales. In each case, the supervisor may 
overlook important aspects of job performance and using their ratings alone may result in defi-
ciency. Supervisory ratings can be contaminated, too. What might affect supervisory ratings other 
than actual job performance? The research literature is filled with information about sources of 
rater contamination, including stereotypes, halo effects, and similar-to-me bias, among many other 
sources.20 This is contamination. The overlapping area between the construct and the measure indi-
cates relevance, or the degree to which the measure captures the intended concept to be measured.

It is impossible to eliminate all sources of error, but measures can be made more reliable 
by standardizing the measurement process as much as possible. For example, you can pretest 
the items on a test to ensure they are clear and they statistically correlate with each other consis-
tently. Interviewers can be trained to ask the same questions, avoid bias, and use the same behav-
iorally based scoring key to make their ratings. Test administrators can give tests at consistent 
times, under similar conditions, and so forth.

Conceptually, reliability is the correlation of an item, scale, or measurement instrument 
with a hypothetical set of true scores. However, in practice, true scores are not available for the 
computation of a correlation. Instead, reliability must be estimated by correlating different types 
of observations. This will be elaborated upon later.

The reliability of a measure is indicated by the reliability coefficient, which is expressed 
as a number ranging between 0 and 1, with 0 indicating no reliability (no correlation between 
the measure and the true score) and 1 indicating perfect reliability (perfect correlation between 
the measure and the true score). Like a correlation, we express reliability as a decimal––for ex-
ample, .70 or .91. The closer the reliability coefficient is to 1.0, the more repeatable or reliable 
the scores are. Near-perfect reliability is extremely rare. The reason that reliability coefficients 
are only positive (as opposed to correlations, which can range from -1 to +1) is that observed 
scores and true scores should relate to each other in a consistently positive manner. Table 8-2 
presents some general guidelines for interpreting the reliability of a measure.

Construct

Measure

FIgure 8-6 Deficiency, Contamination, and Relevance

TaBle 8-2  General Guidelines for Interpreting Reliability Coefficients21

Reliability Coefficient Value Interpretation

.90 and up Superior

.80–.89 Good

.70–.79 Adequate for most needs

.50–.69 Limited applicability

.00–.49 Not useful at all
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The reliability coefficient is not the only thing to consider in selecting or rejecting an as-
sessment method. To evaluate a measure’s reliability, you should consider the type of measure, 
the type of reliability estimate reported, and the context in which the measure will be used. There 
are several types of reliability estimates. Before deciding to use a measure, such as a personality 
evaluation or cognitive ability test, it is important to learn about the reliability of the measure. 
Organizations sometimes purchase tests or assessment tools, and information about reliability is 
often provided by the creator and publisher of these tests and tools. You should be familiar with 
the different kinds of reliability estimates reported. Next, we discuss several different types of 
reliability. Reliability can be estimated in one of four ways.

test-retest relIabIlIty test-retest reliability reflects the repeatability of scores over 
time and the stability of the underlying construct being measured (e.g., a person’s math skills, 
personality, intelligence, honesty, and other relevant characteristics). Test-retest reliability 
is estimated by the correlation between two (or more) administrations of the same measure 
across different times or locations on the same sample. This assesses stability over time. Some 
constructs are more stable than others. For example, mechanical ability is more stable over 
time than is mood or anxiety. Therefore, we would expect a higher test-retest reliability coef-
ficient on a mechanical aptitude test than on a measure of anxiety. For constructs like mood, 
which vary over time, an acceptable test-retest reliability coefficient may be lower than is 
suggested in Table 8-2.

alternate or parallel ForM relIabIlIty Developers often make multiple forms or ver-
sions of a measure that are intended to assess the same thing and be of the same difficulty level. 
alternate or parallel form reliability indicates how consistent scores are likely to be if a per-
son completes two or more forms of the same measure. This reliability is estimated by the cor-
relation between two (or more) administrations of different forms that are supposed to measure 
the same construct to the same population. A high parallel form reliability coefficient indicates 
that the different forms are very similar, which means that it makes virtually no difference which 
version of the measure is used. On the other hand, a low parallel form reliability coefficient 
suggests that the different forms are probably not comparable and may be measuring different 
things. In this case, the multiple forms cannot be used interchangeably and scores on each form 
cannot be directly compared.

Internal consIstency relIabIlIty internal consistency reliability indicates the extent 
to which items on a given measure assess the same construct. A high internal consistency reli-
ability coefficient indicates that the items on a measure function in a similar manner. Internal 
consistency is based on the correlation among the items comprising a measure. For example, 
you might have 10 items measuring math skill. If all the items measure math skill reliably, and 
they are internally consistent, then scores on one item should correlate highly with scores on 
another. Items in the measure can be split into even and odd items or first half and second half 
items. Scores on these halves can then be correlated with each other. This is called split-half 
reliability, which is one indicator of internal consistency. The most commonly used indicator of 
internal consistency is Cronbach’s alpha. It is an estimate of the average of all possible split-half 
reliabilities.

If finance and history questions were included on an exam for a staffing class, the test 
would have lower internal consistency reliability than if the test contained only staffing-related 
questions because the different types of items would yield varying patterns of scores. Measures 
that assess multiple characteristics are usually divided into distinct sections, and a separate inter-
nal consistency reliability coefficient is reported for each section in addition to one for the whole 
measure.

Inter-rater relIabIlIty inter-rater reliability indicates how consistent scores are likely 
to be if the responses are scored by two or more raters using the same item, scale, or instrument. 
On some measures, like during Olympic gymnastic events, different raters evaluate responses or 
behaviors and subjectively determine a score. Often in business contexts different people evalu-
ate the same job applicant (e.g., the HR recruiter and the hiring manager). Differences in raters’ 
judgments create variations in a person’s scores for the same measure or event.
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Inter-rater reliability is based on the correlation of scores between or among two or more 
raters who rate people or objects using the same item, scale, or instrument. A high inter-rater re-
liability coefficient indicates that the judgment process is consistent and that the resulting scores 
are reliable. Although inter-rater reliability coefficients are typically lower than other types of 
reliability estimates, rater training can increase inter-rater reliabilities. This type of reliability is 
particularly important for understanding the usefulness of interview evaluations.

These four reliability estimation methods are not necessarily mutually exclusive, nor do 
they need to yield the same results. A measure of job knowledge that has many different dimen-
sions within the test might show low internal consistency reliability. However, people’s job 
knowledge characteristics might be relatively stable, in which case the test scores will be similar 
across administrations (high test-retest reliability). In this case, you should compute separate in-
ternal consistency reliabilities for each dimension. As another illustration, two distinct measures 
of leadership capability might yield high parallel forms reliability. Additionally, the items within 
each of the measures might be internally consistent. However, the test-retest reliability could be 
low if leadership training occurred between the administration of the two tests. In this case, you 
would expect to see low test-retest reliability because the training ought to change or improve 
people’s leadership capabilities.

Clearly, the acceptable level of reliability will differ depending on the type of measure 
and the reliability estimate used. A measure of mood may exhibit low reliability across admin-
istrations because, as we explained, moods fluctuate over time. However, the measure might 
still be useful for predicting how applicants will react during interviews. In this case, the items 
measuring mood must yield consistent scores among themselves, even if they vary over time as 
an overall score.

standard error of Measurement

As we have explained, the measurement process always contains some type of error. The problem 
is that we wish to use imperfect scores to make decisions despite the presence of error. It is help-
ful to know how much error exists when we use a given score. The standard error of measure-
ment (seM) is the margin of error that you should expect in an individual score because of the 
imperfect reliability of the measure. (The formula for SEM is given in this chapter’s supplement.) 
SEM represents the spread of scores you might have observed had you tested the same person 
repeatedly. The lower the standard error, the more accurate the measurements. If the SEM is zero, 
then the observed score is the true score. However, we know that error exists so we can compute 
a range of possibilities around the observed score. This is a confidence interval. Although not 
technically precise, you can think of it in this manner. If you score 85 out of a possible 100 on a 
measure that has an SEM of 2, there is a 68 percent chance that the “true” score lies between 83 
and 87, and about a 95 percent chance that the true score lies between 81 and 89.

In a normal distribution, 68 percent of cases fall between +1 and -1 standard deviations 
from the mean, and approximately 95 percent of cases in a population fall between +2 and -2 
standard deviations from the mean. The SEM tells us the standard deviation of errors. If we cen-
ter our mean around 85 (the observed score), then we can use the SEM to determine the chance 
that the true score will fall within a given range. With an SEM of 2, one standard deviation of 
error below the mean is 83185 - 22 and one standard deviation above the mean is 87185 + 22.  
This gives us a 68 percent confidence interval. A similar computation can be made for the 95 
percent confidence interval.

The SEM is a useful measure of the accuracy of individual scores. If you have received a 
manual with a test or assessment tool, then when you’re evaluating the reliability coefficients of 
a measure, it is important to review the explanations provided for the following:

•	 the types of reliability used. The manual should explain why a certain type of reliability 
coefficient was reported and discuss any known sources of random measurement error.

•	 How the reliability studies were conducted. The manual should describe the conditions 
under which the data was obtained, including the length of time that passed between the 
administrations of a measure in a test-retest reliability study. In general, reliabilities tend to 
drop as the time between administrations increases.

•	 the characteristics of the sample group. The manual should indicate the important 
characteristics of the sample group used to gather the reliability information, such as the 
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education levels, ages, occupations, and other relevant characteristics of the people in the 
group. This will allow you to compare the characteristics of the people you want to mea-
sure with the sample group. If they are sufficiently similar, then the reported reliability 
estimates will probably hold true for your population as well.

The important thing to remember is that high reliability measures will have lower SEMs, 
which means that observed scores are more likely to reflect true scores. Additionally, reliabili-
ties can drift over time. With longer periods between administrations, test-retest correlations 
are likely to go down, and the SEMs will then go up. Moreover, as we have explained, even if a 
measure is reliable, it doesn’t mean it’s useful. Reliable measures may or may not measure what 
you intend to measure, and they may or may not predict desired staffing outcomes. This is where 
the issue of validity comes into play, which we discuss next.

validity

validity is the most important issue in selecting a measure. It refers to how well a measure as-
sesses a given construct and the degree to which you can make specific conclusions or predic-
tions based on observed scores. Validity is the cornerstone of strategic staffing. If you wish to 
use data to make decisions, then the data must relate in meaningful ways to desired outcomes. If 
you can predict high-quality talent using various kinds of tests, then they will give you a com-
petitive edge over firms that do not use valid tests for selection.

It is important to understand the differences between reliability and validity. Validity will 
tell you how useful a measure is for a particular situation; reliability will tell you how consistent 
scores from that measure will be. You cannot draw valid conclusions unless the measure is reli-
able. But even when a measure is reliable, it might not be valid. For example, you might be able 
to measure a person’s shoe size reliably, but it probably won’t be useful as a predictor of the 
person’s job performance. Any measure used in staffing needs to be both reliable and valid for 
the situation.

Figure 8-7 shows a popular bull’s-eye illustration of the relationship between reliability 
and validity. The center of the target is whatever construct you are trying to measure, usually 
some aspect of job success. Each “shot” at the bull’s-eye is a measurement for a single person. 
A bull’s-eye means that your measure is perfectly assessing the person on that construct. The 
further you are from the center, the more your measurement is off for that person.

The dots close together in Figure 8-7 reflect higher reliability than the dots more spread 
out. Dots centered on the bull’s-eye reflect higher reliability and validity than dots clustered 
away from the bull’s-eye. You can easily see that if the measure is not reliable (the dots are 
widely scattered), it is not possible for them to be valid (on target).

Figure 8-7 shows three possible situations. In the first one, shots are consistent, but miss 
the center of the target—we are consistently measuring the wrong value for all observations. 
This measure is thus reliable (consistent), but not valid (not accurate). An everyday example 
might be a scale that consistently registers a weight that is 20 pounds too heavy. A staffing 
example might be a math test that gives consistent results but that is too easy. In the second 
bull’s-eye, hits are spread across the target, and we are consistently missing the center, reflect-
ing a measure that is neither reliable nor valid. This is like a scale that gives random readings 
and is on average 20 pounds off. A math test that does a poor job of measuring math and is 
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FIgure 8-7 Illustration of Reliability and Validity
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plagued by error (it is both contaminated and deficient) might yield the second pattern. The 
third bull’s-eye shows hits that are consistently in the center of the target, reflecting a measure 
that is both reliable and valid. This is like a scale that gives the same weight each time, and the 
weight is accurate. In staffing, this pattern might be exhibited by a high-quality math test that 
is consistent in results and neither deficient nor contaminated. This is our goal in measurement 
and assessment.

A measure’s validity is established in reference to a specific purpose. Thus, the measure 
might be valid for some purposes but not be valid for others. For example, a measure you use to 
make valid predictions about someone’s technical proficiency on the job may not be valid for 
predicting his or her leadership skills, job commitment, or teamwork effectiveness.

Similarly, a measure’s validity is established in reference to specific groups called refer-
ence groups. Thus, the same measure might not be valid for different groups. For example, 
a problem-solving skills measure designed to predict the performance of sales representatives 
might not be valid or useful for predicting the performance of clerical employees.

As we have explained, the manuals that accompany assessment tools, or tests, should de-
scribe the reference groups used to develop the measures. The manuals should also describe the 
groups for whom the measure is valid and how the scores for the individuals belonging to each 
of the groups were interpreted. You, then, must determine if the measure is appropriate for the 
particular type of people you want to assess. This group of people is called your target popula-
tion, or target group.

Although your target group and the reference group might not have to match perfectly, 
they must be sufficiently similar so that the measure will yield meaningful scores for your group. 
For example, you will want to consider factors such as the occupations, reading levels, and 
cultural and language differences of the people in your target group. Use only assessment pro-
cedures and instruments demonstrated to be valid for your target group(s) and for your specific 
purpose. This is important because the Uniform Guidelines on Employee Selection Procedures 
require assessment tools to have adequate supporting evidence for the conclusions reached with 
them in the event adverse impact occurs. Although all employee selection procedures—for ex-
ample, interviews—do not have to be validated, scored assessments that have an adverse impact 
should be validated if technically feasible.

The user of an assessment tool is ultimately responsible for making sure that validity evi-
dence exists for the conclusions reached using the measures. This applies to all measures and 
procedures used (including interviews), whether the measures have been bought off-the-shelf, 
developed externally, or developed in-house. This means that if you develop your own measures 
or procedures, you should conduct your own validation studies. If validation is not possible, the 
scored assessment should be eliminated. If informal or nonscored assessments have an adverse 
impact, the employer should either eliminate the tool or use a more formal one that can be 
validated.

Although the Uniform Guidelines focus on adverse impact and legal liability, validation 
is even more important from a strategic perspective. Strategically, it makes sense to use only 
those measures that reliably and validly assess what is important to job success and that predict 
desired outcomes. Anything else is potentially an expensive waste of time. Invalid measures 
can lead to missed opportunities for selecting high-quality talent, or worse yet, the selection of 
people who will perform poorly. The cost of selection-related errors is high. However, they can 
be dramatically reduced by using valid measures for selection. There are many types of validity, 
all of which address the usefulness and appropriateness of using a given measure. We discuss 
them next.

Face valIDIty One aspect of validity is whether the measure seems to measure what it is 
supposed to measure. This is face validity. It is a subjective assessment of how well items or 
measures seem to be related to the requirements of the job. Face validity is often important to job 
applicants who tend to react negatively to assessment methods if they perceive them to be unre-
lated to the job (or not face valid). Even if a measure seems face valid, if it does not predict job 
performance, then it should not be used. Hypothetically, a measure of extroversion might look 
like an acceptable way to measure job candidates applying for a sales position. Nonetheless, it 
might still fail to predict whether or not an extroverted person performs well as a sales represen-
tative. Perhaps outgoing salespeople talk too much and sell too little, for example.

fAce vAlidity
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valIDatIon In order to be certain an employment measure is useful and valid, you must col-
lect evidence relating the measure to a job. The process of establishing the job relatedness of a 
measure is called validation. Validation is the cumulative and ongoing process of establishing 
the job relatedness of a measure.

The Uniform Guidelines on Employee Selection Procedures discuss the following three 
methods of conducting validation studies and describe conditions under which each type of vali-
dation method is appropriate:

•	 content-related validation is the process of demonstrating that the content of a measure 
assesses important job-related behaviors. For example, a mathematical skills test would 
have high content validity for an engineering position, but a typing skills test might have 
low content validity if the job required only minimal typing. However, the same typing test 
might have strong content validity for a clerical position.22 Content validity also applies to 
the items making up a measure. A math test might have low content validity if it includes 
items focusing on, for example, psychology or biology, or other facets unrelated to the 
position being hired for.

•	 construct-related validation is the process of demonstrating that a measure assesses the 
construct, or characteristic, it claims to measure. This method often applies to measures 
that attempt to assess the abstract traits of candidates, such as their personalities, honesty, 
or aptitudes. A construct-related validation would need to be done if, for example, a bank 
wanted to test its tellers for a trait such as “numerical aptitude.” In this case, the aptitude is 
not an observable behavior, but a concept created to explain possible future behaviors. To 
demonstrate that the measure possesses construct validity, the bank would need to show 
(1) that the measure did indeed assess the desired trait (numerical aptitude) and (2) that this 
trait corresponded to success on the job.23 Construct validity is established by the pattern 
of correlations among items within a measure and the pattern of correlations of the scores 
from that measure with other relevant outcomes. Content validity can also be used to help 
establish construct validity.

•	 criterion-related validation is the process of demonstrating that there is a statistical re-
lationship between scores from a measure (the predictor) and the criterion (the outcome), 
usually some aspect of job success such as job performance, training performance, or job 
tenure. This form of validation uses either correlational or regression-based procedures. 
In other words, in the case of a positive relationship, individuals who score high on the 
measure should tend to perform better on the job success criterion than those who score 
low. If the criterion is obtained at the same time the predictor measure is collected, it is 
called concurrent validity; if the criterion is obtained after the initial measure (the pre-
dictor) is collected, then it is called predictive validity. Consider the position of a mill-
wright, who installs, repairs, replaces, and dismantles machinery and heavy equipment. 
A measure might be designed to assess how employees’ mechanical skills are related to 
their performance when it comes to servicing machines (criterion). A strong relation-
ship would validate using the measure.24 Predictive validity would be estimated if you 
measured employees’ mechanical skills before they were hired and then correlated those 
skills with their subsequent performance. Concurrent validity would be estimated if at a 
single point in time you measured the mechanical skills of a company’s current employ-
ees as well as correlated their scores with their performance. The criterion-related validity 
of a measure is measured by the validity coefficient, which we discuss in more detail in 
the next section of this chapter.

All types of validity are important. You can establish content validity for a math skills test 
using job analysis techniques to determine the level, type, and difficulty of math required for a 
position and the importance of math to job performance. You can then construct a large number 
of items that would potentially measure math skills and establish that job experts agree that the 
items are related to the math skills. You can also use job expert ratings to establish that each math 
test item is essential by computing a content validity ratio (the formula is available in the chapter 
supplement). You can also ask job incumbents and supervisors to determine if any important math 
skills are missing from the measure. This would help to establish the content and face validity of 
the measure. Then you could correlate the math skills test with the performance of engineers to 
see if they predict job performance. This establishes criterion-related validity. All these forms of 
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validity, combined with reliability information and information about how the items within the 
math skill test relate to each other can then establish the construct validity of the measure.

the valIDIty coeFFIcIent The validity coefficient is a number between 0 and +1 that indi-
cates the magnitude of the relationship between a predictor (such as test scores) and the criterion 
(such as a measure of actual job success). The validity coefficient is the absolute value of the 
correlation between the predictor and criterion. The larger the validity coefficient, the more con-
fidence you can have in predictions made from the scores. Because jobs and people are complex, 
a single measure can never fully predict what a person’s job performance will be because suc-
cess on the job depends on so many factors. Therefore, validity coefficients rarely exceed .40 in 
staffing contexts.25

As a general rule, the higher the validity coefficient, the more beneficial it is to use the 
measure. Validity coefficients of .21 to .35 are typical for a single measure. The validities of se-
lection systems that use multiple measures will probably be higher because you are using differ-
ent tools to measure and predict different aspects of performance. By contrast, a single measure 
is more likely to measure or predict fewer aspects of total performance. Table 8-3 shows some 
general guidelines for interpreting a single measure’s validity. It is difficult to obtain validity 
coefficients above .50 even if multiple measures are used.

evaluatIng valIDIty Evaluating a measure’s validity is a complex task. In addition to the 
magnitude of the validity coefficient, you should also consider at a minimum the following factors:

•	 The	level	of	adverse	impact	associated	with	your	assessment	tool
•	 The	number	of	applicants	compared	to	the	number	of	openings
•	 The	number	of	currently	successful	employees
•	 The	cost	of	a	hiring	error
•	 The	cost	of	the	selection	tool
•	 The	probability	of	hiring	a	qualified	applicant	without	using	a	scored	assessment	tool.

Here are three scenarios illustrating why you should consider these factors, individually 
and in combination with one another, when evaluating validity coefficients26:

Scenario One: You have few applicants for each open position. Most of the applicants will 
be hired because the positions do not require a great deal of skill. In this situation, you 
might be willing to accept a selection tool that has a validity in the range of “potential to be 
useful” or “useful in certain circumstances” if the assessment method is cheap, you need to 
fill the positions quickly, you do not have many applicants to choose from, and the level of 
skill required is not that high.

Scenario Two: You are recruiting for jobs that require a high level of accuracy, and mis-
takes could be dangerous or costly. In this case, a slightly lower validity coefficient would 
probably not be acceptable to you because hiring an unqualified worker would be too 
much of a risk. Instead, you would need to use a selection tool that reported validities con-
sidered to be “very beneficial.”

Scenario Three: The company you are working for is considering a very expensive assess-
ment system that results in fairly high levels of adverse impact. There are other assessment 
tools on the market associated with lower adverse impact, but they are less valid and just as 
costly. Additionally, making a hiring mistake would put your company at too much risk. 
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TaBle 8-3  General Guidelines for Interpreting Validity Coefficients27

Validity Coefficient Value Interpretation

Above .35 Very beneficial

.21–.35 Potential to be useful

.11–.20 Useful in certain circumstances

Below .11 Unlikely to be useful
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Consequently, your company decides to implement the assessment given the difficulty in 
hiring for the particular positions, the “very beneficial” validity of the assessment, and your 
failed attempts to find alternative instruments with less adverse impact. However, your com-
pany will continue to try to find ways to reduce the adverse impact of the system.

Clearly, most situations require you to consider multiple factors. For example, the recruit-
ing and selection context must be considered along with validity. Even if a staffing system is 
valid and predicts job success well, unintended consequences may result from the use of the 
system. For example, the following might be adversely affected:

•	 Applicants. A valid assessment system can result in adverse impact by differentially se-
lecting people from various protected groups, have low face validity, and result in law-
suits. As we discussed in Chapter 3, fair employment legislation prohibits the use of tests 
to discriminate against job applicants because of their race, color, religion, sex, or national 
origin. In some cases, job candidates may perceive valid measures as irrelevant to the job 
in question.

•	 the organization’s time and cost. A valid assessment system can have an unacceptably 
long time to fill or high cost per hire; result in the identification of high-quality candidates 
who demand high salaries, resulting in increasing payroll costs; and be cumbersome, dif-
ficult, or complex to use.

•	 future recruits. A system can be valid but if it is too long or onerous then applicants, 
particularly high-quality applicants, are more likely to drop out of consideration; word that 
a firm is using time-consuming selection practices could reduce the number of applica-
tions; a valid system could result in differential selection rates and reduce the number of 
applicants from a particular gender, ethnicity, or background; and valid systems can still 
be viewed as unfair, resulting in fewer future applicants.

•	 current employees. The assessment system may favor external applicants or not give all 
qualified employees an equal chance of applying for an internal position; employees might 
therefore question its fairness.

The point here is not to ignore validity. Rather, it is to highlight the need to address these 
factors so that highly valid measures can be used for selection while minimizing the downsides 
of using them.

Validity is typically evaluated using single samples for specific jobs. There are limitations, 
both practical and statistical, to conducting validity studies in cases in which there are relatively 
few people in a given position. Computing validities with small samples can lead to large sam-
pling errors and reduce the likelihood that your findings will be statistically significant. One 
method of dealing with this problem is to use validity generalization.

valIDIty generalIzatIon validity generalization refers to the degree to which evidence 
of a measure’s validity obtained in one situation can be generalized to another situation without 
further study.28 A statistical technique called meta-analysis is used to combine the results of 
validation studies done for a single measure on many different target groups and for a variety 
of jobs. The goal of the meta-analysis is to estimate a measure’s “true validity” and to identify 
whether we can generalize the results to all situations or determine if the same measure works 
differently in different situations.

Validity generalization studies can often give staffing professionals insight about the strength 
of the relationship between a measure and a person’s job performance. However, there is no guar-
antee that all employers would find the same level of validity of a study when it comes to their own 
workforces. Every organization has different situational factors that can drastically impact the valid-
ity of a measure. Although the legal acceptability of validity generalization has yet to be thoroughly 
considered in the courts, online assessment companies, such as preVisor (www.previsor.com), are 
increasingly using validity generalization as part of their validation of their collection of products.

using existing assessment Methods

Conducting your own validation study is expensive. Moreover, as we have explained, many 
smaller firms do not have enough employees in a relevant job category to make it feasible to con-
duct a study. One alternative is to conduct cooperative studies across firms within an association 
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to collect more validation data more quickly. For example, insurance companies can share data 
to obtain large amounts of validation data on specific positions. Another alternative is that it can 
be advantageous to use professionally developed assessment tools and procedures for which 
documentation on validity already exists. However, you must ensure that the validity evidence 
obtained from an “outside” study can be suitably “transported” to your particular situation. In 
fact, the Uniform Guidelines require as much. To determine if a particular measure is valid for 
your intended use, consult the manual and available independent reviews such as those in Buros 
Institute’s Mental Measurements Yearbook29 and Test Critiques.30

When evaluating validity information purchased from a vendor, you should consider the 
following:

•	 Available validation evidence supporting the use of the measure for specific purposes. 
The manual should include a thorough description of the procedures used in the validation 
studies and the results of those studies. Also consider the definition of job success used in 
the validation study.

•	 the possible valid uses of the measure. The purposes for which the measure can legiti-
mately be used should be described, as well as the performance criteria that can validly be 
predicted.

•	 the similarity of the sample group(s) on which the measure was developed with the 
group(s) with which you would like to use the measure. For example, was the measure 
developed on a sample of high school graduates, managers, or clerical workers? What was 
the racial, ethnic, age, and gender mix of the sample?

•	 Job similarity. A job analysis should be performed to verify that your job and the original 
job are substantially similar in terms of ability requirements and work behavior.

•	 Adverse impact evidence. Consider the adverse impact reports from outside studies for 
each protected group that is part of your labor market. If this information is not available 
for an otherwise qualified measure, conduct your own study of adverse impact, if feasible.

In addition, if an organization would like to use a vendor’s assessment or other tool glob-
ally, it is important to thoroughly evaluate this capability. Many vendors that claim to be global 
are actually not capable of delivering a product globally.31

This chapter’s Develop Your Skills feature provides some advice on measuring the char-
acteristics of job applicants.

To effectively assess job candidates, employers must be aware of 
the inherent limitations of any assessment procedure as well as 
how to properly use their chosen assessment methods. Here are 
10 tips on conducting an effective assessment program:

 1. The measures should be used in a purposeful manner—
have a clear understanding of what you want to measure 
and why you want to measure it.

 2. Use a variety of tools—because no single measurement 
tool is 100 percent reliable or valid, use a variety of tools to 
measure job-relevant characteristics.

 3. Use measures that are unbiased and fair to all groups—
this will allow you to identify a qualified and diverse set of 
finalists.

 4. Use measures that are reliable and valid.
 5. Use measures that are appropriate for the target popula-

tion—a measure developed for use with one group might 
not be valid for other groups.

 6. Ensure that your administration staff is properly trained—
the training should include how to administer the mea-
sure as well as how to handle special situations with 

sensitivity—for example, how and when to provide rea-
sonable accommodations for people with disabilities.

 7. Ensure suitable and uniform assessment conditions—noise, 
poor lighting, inaccurate timing, and damaged equipment 
can adversely affect respondents.

 8. Keep your assessment instruments secure—developers 
and administrators should restrict access to the instru-
ment’s questions, and the measures should be periodically 
revised.

 9. Maintain the confidentiality of the results—the results 
should be shared only with those who have a legitimate 
need to know. Personal information should not be re-
leased to other organizations or individuals without the 
informed consent of the respondent.

 10. Interpret the scores properly—the inferences made from 
the results should be reasonable, well founded, and not 
based on superficial interpretation; careful attention 
should be paid to contamination and deficiency errors; the 
manual for the tools should also provide instructions on 
how to properly interpret the results.

Develop Your SkillS
Assessment Tips32
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selection errors

Professionally developed measures and procedures that are used as part of a planned assessment 
program can help you select and hire more qualified and productive employees even if the mea-
sures are not perfect. It is essential to understand that all assessment tools are subject to errors, 
both in measuring a characteristic, such as verbal ability, and in predicting job success criteria, 
such as job performance. This is true for all measures and procedures.

•	 Do	not	expect	any	measure	or	procedure	to	measure	a	personal	trait	or	ability	with	perfect	
accuracy for every single person.

•	 Do	not	expect	any	measure	or	procedure	to	be	completely	accurate	in	terms	of	predicting	a	
candidate’s job success.

Certainly, selecting employees who are highly able is important. However, there are 
many factors that affect a person’s performance. You also need a motivated employee who 
clearly understands the job to be performed, for example. The employee also needs the time 
and resources necessary to succeed in the job. Several of these factors can be predicted using 
good measurement tools. This is why selection procedures typically involve three to five dis-
tinct selection measures (at a minimum) that are combined in some fashion to make a final 
hiring decision.

Despite these efforts, there always will be cases in which a score or procedure will predict 
someone to be a good worker, who, in fact, is not. There will also be cases in which an individual 
receiving a low score will be rejected when he or she would actually be a capable and good 
worker. In the staffing profession, these errors are called selection errors. False positives and 
false negatives are two types of selection errors. False positives occur when you erroneously 
classify a weak applicant as being a good hire. False negatives occur when you erroneously 
classify a strong applicant as being a weak hire. As you try to reduce one type of error you may 
increase the other so there are trade-offs in how you make your hiring decision. These issues will 
be covered more in the following chapters.

Selection errors cannot be completely avoided, but they can be reduced, for example, 
by using a variety of measures. Using a variety of measures and procedures to more fully as-
sess people is referred to as the whole-person approach to assessment. This approach will 
help reduce the number of selection errors and boost the effectiveness of your overall decision 
making.33

standardization and objectivity

standardization is the consistent administration and use of a measure. Standardization reflects 
the consistency and uniformity of the conditions as well as the procedures for administering 
an assessment method. Computerization helps to ensure that all respondents receive the same 
instructions and the same amount of time to complete the assessment. Because maintaining stan-
dardized conditions is the responsibility of the people administering the assessment, training all 
administrators in proper procedures and control of conditions is critical. This is true for inter-
viewing as well as any other assessment approach. In addition to being legally important, stan-
dardization is also valuable because recruiters should consistently evaluate candidates on their 
competencies, styles, and traits.

Norms reflect the distribution of scores of a large number of people whose scores on an 
assessment method are to be compared. The standardization sample is the group of respondents 
whose scores are used to establish norms. These norms become the comparison scores for deter-
mining the relative performance of future respondents.

Objectivity refers to the amount of judgment or bias involved in scoring an assessment 
measure. The scoring process for objective measures is free of personal judgment or bias. 
The number of words typed in a minute is an objective measure, as is the amount of weight a 
firefighter candidate can lift. Subjective measures, on the other hand, contain items (such as 
essay or interview questions) for which the score can be influenced by the attitudes, biases, 
and personal characteristics of the person doing the scoring. Whenever hiring decisions are 
subjective, it is also a good idea to involve multiple people in the hiring process, preferably 
of diverse gender and race, to generate a more defensible decision.34 Because they produce 
the most accurate measurements, it is best to use standardized, objective measures whenever 
possible.
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creatIng anD valIDatIng an assessMent systeM

Creating an effective assessment and selection system for any position in any organization begins 
with a job analysis. As you learned in Chapter 4, after understanding the requirements of job suc-
cess, you identify the important knowledge, skills, abilities, and other characteristics (KSAOs) and 
competencies required of a successful employee. You then identify reliable and valid methods of 
measuring these KSAOs and competencies, and create a system for measuring and collecting the re-
sulting data. The integrity and usefulness of the data generated by each measure needs to be consid-
ered when deciding which measures to use. The data collected from each measure is then examined 
to ensure that it has an appropriate mean and standard deviation. Remember, a measure on which 
everyone scores the same or nearly the same is not as useful as a measure that produces a wide range 
of scores. Candidates’ scores on each assessment method are then correlated or entered into a regres-
sion equation to evaluate any redundancies among the measures and to assess how well the group of 
measures predicts job success. Adverse impact and the cost of the measures are also considered in 
evaluating each measure. After the final set of measures is identified, selection rules are developed 
to determine which scores are passing. The usefulness and effectiveness of the system is then peri-
odically reevaluated to ensure that it is still predicting job success without adverse impact.

benchmarking

It is sometimes useful to compare an organization’s staffing data with those of other organizations 
to understand better whether the organization is doing well or poorly on a particular dimension. For 
example, is a voluntary turnover rate of 30 percent good or bad? In some positions, such as the po-
sitions held by retail employees, this would be a good turnover level compared to the industry aver-
age. In other positions, a 30 percent turnover rate would be unusually high. Benchmarking other 
firms can give a company comparative information about dimensions including the following:

•	 Application	rates
•	 Average	starting	salaries
•	 Average	time	to	fill
•	 Average	cost	per	hire

There are numerous sources of relatively high-quality benchmark information, but it can 
be expensive. Some sources of benchmarking data include

•	 Corporate	Leadership	Council
•	 Watson	Wyatt	and	other	staffing	consulting	firms
•	 Hackett	Group
•	 The	Saratoga	Institute	(now	part	of	PricewaterhouseCoopers)
•	 Staffing.org
•	 Many	industry	associations,	such	as	the	Society	for	Human	Resource	Management,	track	

benchmark information and make it available to their members.

evaluating assessment Methods

The determinants of the effectiveness of any internally or externally developed assessment 
method include

 1. validity—whether the assessment method predicts the relevant components of job success
 2. return on investment—whether the assessment method generates a financial return that 

exceeds the cost associated with using it
 3. Applicant reactions—including the perceived job relatedness and fairness of the assess-

ment method
 4. usability—the willingness and ability of people in the organization to use the method con-

sistently and correctly
 5. Adverse impact—whether the method can be used without discriminating against mem-

bers of a protected class
 6. the selection ratio—whether the method has a low selection ratio

The importance of a firm’s selection ratio and base rate to the effectiveness of an assess-
ment method deserve further elaboration. Taylor and Russell35 were among the first to dem-
onstrate that validity alone will not determine the usefulness of an assessment. The tables they 
generated, taking into account selection ratio and base rate, demonstrated that assessments with 
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high validity may not prove useful if a high number of those assessed are hired and that assess-
ments with relatively low validity can still have a substantial impact on the improvement of job 
success rates if only a few of those assessed are hired. This work laid the foundation for utility 
analysis, which is discussed in a later chapter.

A selection ratio is the number of people hired divided by the number of applicants. 
Lower selection ratios mean that a lower percentage of applicants are hired, and higher selection 
ratios mean that a greater percentage of applicants are hired. Lower selection ratios mean that the 
company is being more selective, and can reflect either hiring a low number of people or receiv-
ing a large number of applications. For example, a selection ratio of 75 percent means that the 
company is hiring 75 of every 100 applicants, which doesn’t give the assessment method as good 
of a chance to weed out the applicants who are less likely to do the job well. Imagine if your se-
lection ratio is 1.00 (100%), in which case you are hiring everyone who applies—no assessment 
tool can be useful in that circumstance.

The base rate is the percent of employees who are defined as currently successful per-
formers. Clearly, organizations desire a base rate of 100 percent as this reflects a situation in 
which all employees are performing satisfactorily. The firm’s system of HR practices, including 
staffing, training, compensation, and performance management, work together to affect a firm’s 
base rate. If your base rate is 100 percent, then everyone who gets hired is already successful, 
and using an additional assessment tool will not improve your success rate.

The potential to improve the effectiveness of a new assessment system in terms of im-
proving the base rate of a firm depends on the percent of its currently successful employees (the 
current base rate), the selection ratio, and the new assessment method’s validity.36 If the current 
base rate is high, and most employees are successful in their jobs, the potential impact of the new 
assessment method will be lower than if the base rate is lower and more of the firm’s employees 
are performing poorly. A high-performing system (as evidenced by a high base rate) simply has 
less room for improvement than a lower-performing system.

Lowering the selection ratio can also improve the impact of the selection system. A selec-
tion ratio of 80 percent means that the company is only screening out 20 percent of its applicants 
and is possibly hiring many candidates who its assessment system has identified as lower po-
tential performers. Of course, if the sourcing and recruiting processes resulted in a high-quality 
candidate pool that contains many potential high performers, a lower selection ratio might not 
improve the firm’s selection process as much.

The validity of a new assessment method can also affect the impact of the selection  system. 
As we have discussed, assessment methods with higher validities are better able to improve 
the selection process than those with low validities. If the current base rate is high, the current 
 selection ratio is high, and the validity of the new assessment method is moderate or low, it may 
not be worthwhile to use it.

selection rAtio

the number of people hired divided by 
the number of applicants

bAse rAte

the percent of employees who are 
defined as currently successful 
performers

Hiring The Best Call Center Workers at Xerox

Xerox wanted to use a data-driven approach to improve hiring quality and reduce turnover in its call 
centers. To do this, Xerox validated its current hiring system and discovered that its current system of 
preferring applicants who had done the job before was ineffective—call center experience didn’t mat-
ter to performance or retention. After collecting data on broader characteristics related to performance 
and retention, Xerox learned that personality mattered a lot in predicting who would perform well and 
stay at least six months, long enough for the company to recoup its $5,000 investment in training its 
new hires. It learned that although inquisitive or empathetic people tended to quit, creative personalities 
tended to stay longer and performed better. Xerox also learned that living near the job and having reli-
able transportation were important to retention.37

A half-year trial of a new assessment system focusing on personality found that new hire attrition 
was reduced by 20 percent and performance improved. Xerox now uses software to screen applicants 
for its 48,700 call center jobs. Applicants take a 30-minute computerized test that asks them to respond 
to scenarios they might encounter on the job and to choose between statements including, “I ask more 
questions than most people do” and “People tend to trust what I say.” Applicants’ personality traits, 
including creativity, are evaluated automatically and the program spits out a score: red for low potential, 
yellow for medium potential, or green for high potential. Xerox occasionally hires some yellows if it 
thinks it can train them, but primarily hires greens.38
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Summary

Sound measurement lays the foundation for effective staffing. If 
job characteristics are poorly measured during a job analysis and 
if applicant characteristics are poorly assessed, it will be diffi-
cult to impossible to identify and hire the applicants who would 
be the best hires. Although measurement perfection is unlikely, 
using measures with appropriate reliability and validity will im-
prove the accuracy of the predictions we make. Understanding 
different ways of describing data and knowing the appropriate 
use and interpretation of correlation and regression analysis help 
the staffing specialist best use data to make decisions, and evalu-
ate the performance of outside consultants as well.

Acquiring and utilizing relevant information is an im-
portant part of making good decisions, and staffing decisions 
are no exception. Decision makers best use and improve the 

staffing system by understanding historical relationships among 
attributes of the staffing system, such as the recruiting source, 
recruiting message, and assessment methods used, and desired 
organizational outcomes. Outcomes of staffing system per-
formance include performance, customer satisfaction, and the 
retention of top performers. The staffing improvements made 
possible by analyzing staffing data include reduced time to 
productivity for new hires, increased retention of high perform-
ers and high-potential employees, increased new hire quality, 
and greater hiring manager satisfaction. As you will learn in 
Chapter 13, the match between new hires and organizations can 
be enhanced and staffing practices and strategies can be better 
connected to the company’s business strategy by analyzing data 
to improve a staffing system.

Takeaway Points

 1. Measurement is essential to making good hiring decisions. 
Improperly assessing and measuring candidates’ characteristics 
can lead to systematically hiring the wrong people, offending 
and losing good candidates, and even exposing your company to 
legal action. By contrast, properly assessing and measuring can-
didates’ characteristics can give your organization a competitive 
advantage.

 2. Measures of central tendency such as the mean, median, and mode 
and measures of variability such as range, variance, and standard 
deviation are useful for describing distributions of scores. This in-
formation can be used to compute standard scores, which can tell 
you how any individual performed relative to others and which 
can be used to easily combine scores that have different means and 
standard deviations.

 3. Correlation is the strength of a relationship between two variables. 
Multiple regression is a statistical technique based on analysis of 
relationships. The technique identifies the ideal weights to assign 
each test so as to maximize the validity of a set of assessment 
methods; the analysis is based on each assessment method’s cor-
relation with job success and the degree to which the assessment 

methods are intercorrelated. Correlation and regression analyses 
are used to evaluate how well an assessment method predicts job 
success and to evaluate the effectiveness of a firm’s overall staff-
ing system.

 4. Practical significance occurs when the correlation is large enough 
to be of value in a practical sense. Statistical significance is the 
degree to which the relationship is not likely due to sampling error. 
To be useful, a correlation needs to have both practical and statisti-
cal significance.

 5. Reliability is how dependably or consistently a measure assesses 
a particular characteristic. Validity is how well a measure assesses 
a given construct and the degree to which you can make specific 
conclusions or predictions based on a measure’s scores. A measure 
must be reliable in order to be valid. In order to be useful, a mea-
sure must be both reliable and valid.

 6. Standardization is the consistent administration and use of a mea-
sure. Objectivity is the amount of judgment or bias involved in 
scoring an assessment measure. Because they produce the most 
accurate measurements, it is best to use standardized, objective 
measures whenever possible.

Discussion Questions

 1. What types of measures of job candidates are most likely to be 
high in terms of their reliability and validity? Does this make them 
more useful? Why or why not?

 2. How would you explain to your supervisor that the correlation be-
tween interview scores and new hire quality is low and persuade 
him or her to consider a new job applicant evaluation method?

 3. What correlation would you need to see before you were willing to 
use an expensive assessment test?

 4. When would it be acceptable to use a measure that predicts job 
success but that has adverse impact?

 5. What do staffing professionals need to know about measurement?

Exercises

 1. Strategy Exercise: Teddy bear maker Fuzzy Hugs pursues a high-
quality, low-cost strategy and can’t afford to hire underperform-
ing manufacturing employees given its lean staffing model. Fuzzy 
Hugs has identified an assessment system that has high validity 
and predicts job success well but that is also very expensive and 
results in fairly high levels of adverse impact. The company is 

concerned about maintaining a diverse workforce, and wants to 
avoid legal trouble. The assessment tools it identified that had 
lower adverse impact had substantially lower validity as well, and 
were almost as expensive.

The company asks your professional advice about whether it 
should use the new assessment system. What advice do you give?

M08_PHIL3491_03_GE_C08.indd   249 12/09/14   3:13 PM



250	 Chapter	8	 •	 Measurement

 2. Develop Your Skills Exercise: This chapter’s Develop Your Skills 
feature gave you some tips on assessing job candidates. Based on 
what you read in this chapter, what are three additional tips that 
you would add to the list?

(Additional exercises are available at the end of this chap-
ter’s supplement that will enable you to build additional computa-
tional and decision-making skills when using data.)

 3. Opening Vignette Exercise: The opening vignette described 
how Xerox developed an assessment system to improve the 

performance and retention of its call center workers. Reread the 
vignette and answer the following questions:

 a. What other assessments do you think could be considered 
for the job given the company’s high–service quality goal? 
Why?

 b. If you applied to this company and were denied a job due 
to your personality assessment results, how would you feel? 
Would you think that these methods were fair?

Case study

You just became the head of staffing for BabyBots, a manu-
facturer of small robots. You were surprised to learn that 
the company had never validated the manual dexterity test 
it uses to assess job candidates for its manufacturing jobs. 
You decided to do a concurrent validation study and ad-
ministered the test to thirty manufacturing workers. Their 
scores are reported in Table 8-4, along with their ages, sex, 

race, and job performance ratings. You also calculated the 
correlation between the manual dexterity test and job per-
formance to assess the test’s validity. You then examined 
the relationship between employees’ test scores and their 
performance ratings. The results of this analysis are shown 
in Tables 8-5 and 8-6.

TaBle 8-4   Validation Data for the Manual  
Dexterity Test

employee Sex Race age
Test 

Score
Performance 

Rating

  1 0 0 35 36 90

  2 0 1 32 44 95

  3 1 0 44 50 95

  4 0 2 42 49 93

  5 1 2 36 46 89

  6 0 1 33 52 94

  7 0 1 45 50 92

  8 0 0 48 50 93

  9 1 2 34 42 83

10 1 2 46 44 89

11 1 0 30 40 87

12 1 0 39 48 95

13 1 2 31 47 90

14 0 1 49 39 80

15 1 0 47 48 92

16 1 1 40 38 79

17 0 0 44 38 80

18 0 1 33 36 72

19 1 0 43 46 89

20 1 0 36 48 92

21 1 1 22 46 89

22 0 2 28 32 70

23 1 2 19 48 94

24 0 2 23 48 94

25 0 2 27 36 74

26 1 1 18 46 85

27 1 1 26 44 79

28 0 1 21 50 95

29 0 2 23 34 70

30 1 1 28 44 83

Mean 34.07 43.97 86.73

SD  9.33 5.54 7.91

Min 18.00 32.00 70.00

Max 49.00 52.00 95.00

Range 31.00 20.00 25.00

Performance rating: 0 = 0% efficiency, 100 = 100% efficiency
Sex: 0 =  male; 1 =  female
Race: 0 =  Hispanic; 1 =  White; 2 =  Black

TaBle 8-5  Correlation Table

age Test
Job 

Performance

Age 1.00

Test 0.12 1.00

Job 
Performance

0.18 0.86 1.00

Note: Correlations underlined and in bold indicate 
 statistical significance at a level of p 6 .05.
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Semester-Long Active Learning Project

Finish the assignment for Chapter 7 and begin researching, describ-
ing, and critically analyzing the alignment between the position you 
chose and the firm’s existing assessment practices. Devise a series of 
assessment methods (interviews, assessment centers, work samples, 

and so forth) for evaluating job candidates. Using what you learned in 
Chapter 4, identify how your assessment plan will enable the company 
to be compliant with equal employment opportunity (EEO) laws and 
other legal requirements.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s Case Study Assignment.

Chapter Supplement

ATTEnuATion DuE To unrELiAbiLiTy

Because correlations are an important tool for determining the 
strategic usefulness of a particular assessment tool and for legal 
defensibility, it is important to recognize that observed corre-
lations can be influenced by some important factors that may 
exist in organizational contexts. Attenuation is the weakening 
of observed correlations. No measure is perfect, and unreliabil-
ity of measures can attenuate correlations.39

Consider Figure 8-8. In the first scatter plot we have de-
picted a perfect correlation along with arrows indicating the ad-
dition of random error. In the second scatter plot you can see the 
impact of the added measurement error (unreliability). You can 
easily see how unreliability adds “noise” or error to the system, 
attenuating the correlation. The observed correlation has moved 
from being perfect, +1.0, to about + .67. In the most extreme 
case, a correlation with a random variable (a completely unreli-
able measure) will hover around zero. The impact of error is 
another illustration of why it is important to be systematic in 

your staffing system and procedures. If different interviewers 
are affected by noninterview factors then they cannot be reli-
able and their scores will not be as strongly correlated with later 
job performance. Observed correlations can be corrected for 
attenuation if you know the reliability of the measure(s). The 
formula is

Corrected rXY =  
Observed rXY1rXX * rYY

where rXY represents the correlation between X and Y and 
rXX and rYY represent the reliability of measures of X and Y, 
respectively.

CorrECTion for rAngE rESTriCTion

Another factor that can influence correlations in organizations 
is range restriction. Organizations do not hire randomly and 
they keep only the best performing employees. This reduces 

Questions

 1. What kind of relationship exists between employees’ scores 
on the manual dexterity test and their performance ratings?

 2. Suppose a candidate scored 44 on the manual dexterity 
test. The regression equation predicting job performance 
using the manual dexterity test is

32.465 + 11.234 * Manual dexterity test score2
What is the candidate’s predicted job performance?

 3. Assume that only candidates with predicted performance 
above 85 are to be hired. This translates to a score of at 
least 43 on the manual dexterity test. Assume only those 
with scores above 43 were hired (20 of the 30 people in 
this sample). Would the use of this test have led to evi-
dence of adverse impact based on sex or race? The rel-
evant data on the 20 people exceeding the cutoff were 
presented earlier in the table.

 4. Given the validity results you found, would you recom-
mend use of this test as a selection device? If so, how 
would you use it?

TaBle 8-6  above a Cutoff of 43

Sex above 43 Total Count Percent

Males (0) 7 14 50.00

Females (1) 13 16 81.25

Total 20 30 66.67

Race above 43 Total Count Percent

Hispanic (0) 6 9 66.67

White (1) 8 11 72.73

Black (2) 6 10 60.00

Total 20 30 66.67
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FIgure 8-8 Unreliability and Correlation

the variability of employees within the organization. Range 
restriction refers to the reduction of variability in observed 
scores, often due to some management practice or use of a se-
lection device. Range restriction tends to attenuate observed 
correlations.

For example, we downloaded data from the Bureau of 
Labor and Statistics and correlated the relationship between ed-
ucational level and income. Table 8-7 shows correlations using 
actual data with varying levels of range restriction.

From the table you would conclude that education is 
strongly related to income using the full sample but you might 
also conclude that education is unimportant if you included 
only those with advanced degrees. Why the difference? As 
education is increasingly restricted in range, it can have less 
and less relationship with income. Imagine if everyone had 
exactly the same level of education—education could not cor-
relate with income.

As a staffing example, assume you selected only those 
who scored in the top quarter of a personality test. You would 
restrict the range of variability in the scores on the personality 
test. This is a problem when establishing criterion-related valid-
ity in organizations. If you use a selection tool, or any process 
correlated with a selection tool, to make staffing decisions, then 

you will necessarily restrict the range of scores. Even retain-
ing only the best employees will restrict variability in important 
ways. You can correct an observed correlation for range restric-
tion if you know the unrestricted variability (or standard devia-
tion). The formula is

Corrected rXY =  
rXY1SU/SR231 - rXY

2 + rXY
2 1SU

2 /SR
22

where rXY represents the correlation between X and Y, and 
SU and SR refer to the unrestricted and restricted standard de-
viations, respectively. You can use this formula to correct for 
range restriction on either the predictor or criterion as long as 
you have the restricted and unrestricted standard deviations. 
More sophisticated formulas exist for indirect range restriction 
or simultaneous correction for more than one variable.40

MEASurEMEnT forMuLAS

Unless indicated otherwise, X values are the observed scores, 
Yvalues are outcome scores, and n values are the number of 
observations in the sample. Sample Excel formulas assume data 
exist in columns of cells ranging from A1 to A30, continuing 
with B1 to B30 and so forth.

Mean

XQ =
aX

n

In Excel: @average(A1:A30)

Range

Xmax - Xmin

In Excel: @Max(A1:A30)–@Min(A1:A30)

TaBle 8-7  Restriction of Range

Cases Selected Correlation

All possible cases .838

Only people with some income .452

Only people who graduate from high 
school

.410

Only people who graduate with some 
college

.293

Only people with a master’s or PhD 
or MD degree

.001
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Sample Variance

varx =  
ΣX2 -  1ΣX22

n

n - 1

or

varx =  
Σ1X - XQ22

n - 1

In Excel: @Var(A1:A30)

Sample Standard Deviation

sX = CΣ1X - XQ22

n - 1

or

sX = positive square root of the variance

In Excel: @stdev(A1:A30)

z Score

z =  
1X - XQ2

sX

Sample Covariance

covXY =  
aXY -  

1ΣX21ΣY2
n

n - 1

Sample covariance in Excel: @covar(A1:A30,B1:B30)*[ n/(n-1)]

Correlation Coefficient

rXY =  
covXY

SXSY

In Excel: correl(A1:A30,B1:B30)

Simple regression

 y′ = bx + a

 b = covx y /Sx
2  OR  b = rx y1sy /sx2

 a =  yQ - bxQ

where y' is the outcome variable being predicted, x is the pre-
dictor, b is the slope of the regression line, and a is the constant 
or intercept.

In Excel: @slope(A1:A30,B1:B30) and @intercept(A1: 
A30,B1:B30)

Multiple regression with Two Variables

 y′ = b1x1 + b2x2 + a

 b1 = 31ry1 - ry2r122 >11 - r12
2 24 * 1sy/s12

 b2 = 31ry2 - ry1r122 >11 - r12
2 24 * 1sy/s22

 A = YQ - 1b1 * xQ12 - 1b2 * xQ22
where y= is the outcome variable being predicted, x1 and x2 are 
the two predictor variables, b1 is the slope for variable x1, b2 is 
the slope for variable x2, and a is the constant or intercept. Also, 
ry1, ry2, and r12 denote the correlations between the outcome and 
x1, the outcome and x2, and the two predictors x1 and x2, respec-
tively. Additionally, sy, s1, and s2 are the standard deviations of 
y, x1, and x2, respectively.

In Excel 2013, it is relatively easy to compute a multiple 
regression for multiple predictors.

 1. Make sure the Analysis ToolPak is installed (other ver-
sions of Excel will require slightly different instructions). 
This is a Microsoft Office Excel add-in that adds custom 
commands or custom features to Microsoft Office.
a. Open a new spreadsheet, then click the “File” tab in the 

upper left corner.
b. Click “Options” at the bottom of the left sidebar.
c. Click “Add-Ins” on the left. Make sure it says Manage: 

“Excel Add-ins.” Click “Go”.
d. In the “Add-Ins available” box, select the “Analysis 

ToolPak” check box, and then click “OK.” If you al-
ready have a check mark in “Analysis ToolPak,” then it 
is already installed. Do not uncheck it and click the red 
X in the upper right corner of the dialog box to cancel. 
Otherwise, continue.

e. If you are prompted that the Analysis ToolPak is not 
currently installed on your computer, click “Yes” to 
install it. Once loaded, the Data Analysis command is 
available in the Analysis group on the Data tab.

 2. Ensure each column is labeled and there are no missing 
data points in your data set.

 3. Click “Data,” then go to the “Analysis” box and click 
“Data Analysis.”
a. Scroll down and click on “Regression” then “OK.”
b. Click on “Input Y Range” and type in the range for 

the outcome for Y or highlight it using your mouse, 
including the label for the column (e.g., K1:K49, if 
your outcome is in column K, you have 48 cases, and a 
column label).

c. Click on “Input X Range” and type in the range for all 
of the predictors or highlight it using your mouse, in-
cluding the label for the columns (e.g., B1:F49, if you 
have 48 cases, 5 predictors, and column labels).

d. Click “Labels” if you have included them as suggested.
e. Click “OK.” You just ran a multiple regression. You 

can follow a similar process for computing a corre-
lation matrix by selecting “Correlation” in the “Data 
Analysis” option.
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Split-Half reliability (Spearman–brown)

rxx = 2r1/2 1/2/11 + r1/2 1/22
where r1/2 1/2 is the correlation between scores on each half of 
the measure.

Coefficient Alpha

a =  
k

k - 1
  c 1 -

Σsi
2

ΣsT
2  d

where k is the number of items, si
2 is the variance of each item, 

and sT
2 is the variance of total scores on the measure.

Standard Error of Measurement

SEM = sX11 - rXX

SEM =  standard error of measurement also known as the stan-
dard deviation of observed scores for a given true score

rxx =  reliability

sx =  standard deviation of observed scores

Content Validity ratio (CVr)

CVR =  

ane -  
N

2
 b

N

2

where ne =  number of judges stating that the knowledge, abil-
ity, skill, competency, or other characteristics measured by the 
item is essential to job performance, and N =  the total number 
of judges rating the items.

Supplementary Computations

You can access the data for this section online at the Pearson 
Web site (UniversalToys.xls).

You work at a manufacturing plant called Universal Toys 
and you were just put in charge of a project to evaluate the valid-
ity of the current selection system. Your job is to evaluate the 
usefulness of two conscientiousness measures using the same test 
taken two weeks apart, a cognitive ability test, and two interview 
scores. The conscientiousness measure is a standard personality 
measure for work environments with scores ranging from 1 to 10 
(ConscT1 = time 1, ConscT2 = time 2, two weeks later). The 
cognitive ability measure is a standard measure of intelligence, 
with typical scores ranging from 80 to 130 (CogAbil). The first 
interview score is from an unstructured interview with the hiring 
manager and it ranges from 1 to 7 (HiringMgr). The second in-
terview score is from a structured interview with the HR manager 
assessing key capabilities and experience and it ranges from 1 
to 7 (HR Mgr). All of these assessments have been used for the 
past three years to hire employees and you have data on 48 cur-
rent manufacturing employees with their scores on the predictors 

recorded in your Human Resource Information System (HRIS). 
Scores for these 48 employees are reported in the spreadsheet, 
along with their age, sex, race, position code, and managerial job 
performance ratings. You are also asked to conduct an adverse 
impact analysis. Race is coded as “0” for white, “1” for African 
American, and “2” for Hispanic/Latino. Males are coded as “0,” 
females as “1.” Position 1 refers to assembly, 2 to equipment 
setup, and 3 to quality control. Performance is measured as a rat-
ing from the Team Production Leader and it ranges from 10 to 
50. Attach printouts or cut and paste into a document and perform 
the following analyses on the data:

 1. Using Excel or counting by hand, plot the distribution of 
HR manager interview scores for employees numbered 
1 through 16 with scores on the X axis and frequency of 
scores on the Y axis. Describe the pattern.

 2. By hand calculate the mean, median, mode, range, vari-
ance, and standard deviation for the cognitive ability test 
for employees numbered 1 through 16. If you wish, you 
can repeat this for practice on numbers 33–48.

 3. Using Excel, repeat the calculations you just did by hand 
to check your work.

 4. Using Excel, calculate the mean, median, mode, vari-
ance, and standard deviation for all interval or ratio level 
variables, including performance, across all employees (1 
through 48).

 5. By hand create a scatter plot of cognitive ability and per-
formance for employees numbered 33 through 48. By 
hand compute a correlation of these same data points. 
Confirm your findings using Excel.

 6. By hand compute a simple regression of the relationship 
between cognitive ability and performance for employees 
numbered 33 through 48. Use Excel to confirm the slope 
and intercept. Compute a predicted score for someone 
with an ability score of 118.

 7. Use the correlation function to correlate the two sets of 
conscientiousness scores. What does this correlation tell 
you? Use the correlation function to correlate each of the 
conscientiousness scores with performance. With a sam-
ple size of 48 and a p value of .05, any correlation over 
.285 (ignoring the sign) is statistically significant. What 
did you find?

 8. Now use the Regression function in the Data Analysis op-
tion to predict job performance using the two conscien-
tiousness scores. What did you find? Why?

 9. Insert a column after the two conscientiousness scores. 
Compute an average score for conscientiousness using the 
two conscientiousness scores. Correlate average consci-
entiousness score with job performance. Assume job per-
formance has a reliability of .90. Use the reliability of the 
conscientiousness measure and the reliability of job perfor-
mance to correct the observed correlation for attenuation.

 10. Use the correlation function to correlate the two sets of 
interview scores. What is the value and what does this 
correlation tell you? Why do you think you observed this 
value?
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 11. Use the Regression function in the Data Analysis option 
to predict job performance using the two interview scores. 
What did you find and what would you recommend?

 12. Use the correlation function to correlate ability with job 
performance. Correct this correlation for range restric-
tion, assuming the unrestricted population has a standard 
deviation of 15 for ability.

 13. Use the Regression function in the Data Analysis option to 
predict job performance using the average conscientious-
ness measure you created, cognitive ability, and interview 
scores from the hiring and HR managers. Look at the p
value for each predictor. Any value less than .05 is signifi-
cant. What do you see and what would you conclude? Are 
there any variables you can drop? Why or why not?

 14. Write out the multiple regression equation from your re-
sults including all variables. What is the predicted score for 
someone with scores of 6, 120, 5, and 7 for average con-
scientiousness, cognitive ability, hiring manager interview 
score, and HR manager interview score, respectively?

 15. What do you conclude overall about the validity of the 
current system? Write a short paragraph. Rerun the re-
gression analysis dropping variables if you deem it ap-
propriate to do so. Write out the final multiple regression 
equation you would recommend using.

 16. Look at the Applicant Data in the Applicant tab of the 
Excel spreadsheet. Use Excel and your multiple regres-
sion equation to compute predicted scores on all of the 
applicants. Assume you wanted to hire only the top 50 
percent of these applicants based on their predicted per-
formance. Evaluate the implications of hiring only the top 
50 percent of applicants for adverse impact by sex and 
race. Write a short paragraph and include computations 
for adverse impact.

 17. Given the validity and adverse impact analysis results 
you found, what would you recommend? Is there adverse 
impact? Is this a legally defensible staffing system? Do 
the assessments have reliability and validity?
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Identify different external assessment goals.
◾	 Describe what is meant by an assessment plan.
◾	 Describe different assessment methods and how each is best used.
◾	 Discuss how to evaluate external assessment methods.
◾	 Identify ways to reduce the adverse impact of an assessment method.
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After strategic planning, writing a job description and person specification, sourcing candidates, 
and recruiting, the next step in the staffing process is assessing the degree to which job candi-
dates possess the required qualifications and characteristics to perform the job well. The focus of 
this chapter is on the assessment of external job candidates—the next chapter covers the assess-
ment of internal job candidates.

Why is assessment so important? Even if a firm’s applicant pool contains some people 
who would make great hires, if the firm’s assessment system can’t identify them, they will not 
become employees. For example, in 2012 when Delta Airlines received 100,000 applications for 
1,000 flight attendant jobs, including 22,000 applications for 300 positions in one week, it had to 
assess a large number of people to determine who to hire.5 The goal of assessment is to identify 
the job candidates who would make good hires, and to screen out people who would make poor 
hires. RadioShack found that using well-designed assessment tools in hiring for its hourly posi-
tions increased revenue by approximately $10 per hour per employee. With an hourly workforce 
of over 1,000 associates, this translated into a $10 million annual revenue increase.6

A poor assessment system is little better than picking job applicants at random and giv-
ing them job offers. By contrast, a well-designed assessment system can increase the number of 
good hires and reduce the number of bad hires an organization makes. What difference does this 
make to organizations? For jobs in which there is a meaningful performance difference between 
high and low performers, identifying and hiring the best candidates can dramatically increase 
productivity and performance. Consider computer programmers—the performance of star pro-
grammers can be eight to ten times greater than the performance of average programmers.7

To improve hiring speed, reduce turnover, and improve performance among its hourly 
workers Burger King requires all job seekers to apply online and complete a 100-item behavioral 
assessment tool to identify applicants high in customer service skills and reliability.8 Eyeglass 
company Luxottica Group gives all of its retail associate job candidates a 20-minute prehire 
assessment test that costs about $10. New hires scoring in the top quartile on the test sell an 
average of $14 more per hour than those scoring in the bottom quartile, returning the company’s 
investment in the test in the associates’ first hours on the job.9

In addition to identifying the job candidates who fit the person specification for the job, 
the assessment system should also evaluate candidates’ fit with the organization’s culture and 
business strategy. This allows a firm to identify those people best able to do the job and help the 
company execute its business strategy. For example, a candidate who meets a job’s technical 
requirements will likely be a bad hire for a company pursuing an innovation strategy if she or he 
is risk averse and not creative.

Sunglass Hut was facing high turnover due to its use of kiosk stores, where an associate 
often works alone. To try to reduce turnover, it added assessment questions about whether candi-
dates like to work on their own and their fit with the company’s culture. New hires now stay on 
the job twice as long and turnover fell from 110 to 73 percent.10

Depending on their business strategy and competitive advantage, as well as their talent 
philosophy and culture, different companies value different characteristics for similar jobs. For 

Facebook’s Hiring Process

Online social media company Facebook recognizes the importance of hiring top talent, especially for 
its technical positions including software engineers and product managers. The company is consistently 
rated a top place to work and receives hundreds of thousands of applications each year for its job open-
ings.1 Consistent with its entrepreneurial spirit and flat organizational structure, Facebook looks for 
self-starters who don’t need a lot of direction. Because employees are expected to work in teams, team-
work skills are also important.2

The most successful employees understand Facebook’s product and the company’s vision. The 
company knows that applicants with established and active Facebook accounts tend to be good fits, and 
engineers who have interesting, working products or apps they can demonstrate also tend to be good 
hires.3 The company wants to hire people who can make a real impact, solve challenging problems, and 
help to make the world more open and connected.4 Imagine that Facebook asks you for advice on how 
to best evaluate its applicants for both job and cultural fit. After studying this chapter, you should have 
some good ideas.
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example, a retail store such as Wal-Mart that relies on low cost and high efficiency may look 
for efficiency-oriented candidates whom it can hire at a relatively low cost. A high-end retail 
store, such as Tiffany’s that pursues a differentiation strategy based on high-quality customer 
service, may prefer to hire candidates who excel at customer relations and interpersonal skills, 
even if a higher salary is required to hire them. The choice of which candidates to hire should be 
based on who is likely to experience the greatest job success and who can best meet the overall 
hiring goals for the position, including job performance, promotability, and the cost of the total 
rewards package.

Apache Corporation, an independent oil company, has outperformed its peers by cultivat-
ing a culture supporting fast decision making and risk taking. Because new hires are important in 
maintaining this culture, Apache looks for external candidates who have shown initiative in get-
ting projects done at other companies.11 Investment management firm Bridgewater Associates 
is most interested in candidates’ values, followed by their abilities, and least interested in their 
precise skills.12 Internet company Yahoo! looks for really smart, passionate people who have 
conviction, courage, and a willingness to take some risk.13

If a company wants to give employees a lot of independence and discretion once they’re 
hired, it is only by designing rigorous assessment processes that employees can later have this 
freedom.14 Although companies’ primary hiring goal is usually job performance, some compa-
nies, including Southwest Airlines, subscribe to the philosophy that what people know is less 
important than who they are. These firms believe that the primary goal of assessment is to find 
people with the right mind-set, attitude, and personal attributes.

Real estate services company Planned Cos., a provider of janitors, maintenance workers, 
doormen, concierges, and security guards, believes its hire-for-attitude approach has minimized 
turnover and improved client retention rates. As CEO Robert Francis said, “You take inherently 
positive individuals and then provide the necessary training. In our work, employees need to be 
‘on’ day in and day out.”15

Assessment methods tend to become more complex the more critical a job is to the firm and 
the more complex the required competencies are. If a job is difficult to do well, then it is even more 
important to recruit strategically, assess job candidates carefully, and choose new hires wisely.

Different assessment methods are useful for assessing different job candidate character-
istics. In this chapter, first we discuss the different types of goals that exist for external candi-
date assessment and then describe a variety of commonly used assessment methods and their 
strengths and weaknesses. Finally, we discuss ways of evaluating external assessment methods. 
After reading this chapter, you should have a good understanding of the external assessment 
process and how to best use different external assessment methods.

The Firm’s exTernal assessmenT Goals

As we have explained, the primary goal of job candidate assessment is to identify the job can-
didates who will be the best hires in terms of meeting the organization’s staffing goals, which 
usually includes performing at a high level and enhancing strategy execution. Identifying the job 
candidates who would be the worst hires is also important, as not hiring poor performers can be 
even more important and valuable than hiring good performers. There are a variety of other im-
portant goals organizations have when assessing external job candidates, and we discuss several 
of them next.

maximizing Fit

Why are some very talented people considered undesirable hires despite their high level of skill? 
The answer lies in the many ways in which people need to fit with an employment opportunity 
to be a successful match. One goal of assessment is to maximize the degree to which the person 
fits the organization, work group, and job. Next, we describe each of these dimensions of fit in 
greater detail.16

The Person-Job FiT Person-job fit is the fit between a person’s abilities and the demands 
of the job and the fit between a person’s desires and motivations and the attributes and rewards of 
a job.17 Effective staffing enhances the degree to which an employee meets a job’s requirements 

person-job fit

the fit between a person’s abilities 
and the demands of the job and the 
fit between a person’s desires and 
motivations and the attributes and 
rewards of a job
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and the degree to which the job meets the individual’s needs.18 Because the most important staff-
ing outcome is usually the new hire’s job performance, person-job fit is the primary focus of 
most staffing efforts. From the organization’s perspective, if it has an opening for an accountant, 
if the new hire is not an effective accountant, then the staffing effort cannot be considered suc-
cessful, regardless of how many other positive staffing outcomes are achieved. In organizations 
that are growing rapidly, the scope of any job expands quickly. To prepare for this, Google tries 
to hire people who are “overqualified” for the position they are being recruited for, who can 
handle the expanding job duties, and who are likely to be promoted multiple times.19

From the applicant’s perspective, if the job does not meet his or her financial, career, life-
style, and other needs, then the match also is not ideal. An individual motivated by commissions 
and individually based merit pay is not likely to be a good fit with a job based on teamwork and 
group rewards. Similarly, an individual who does not enjoy working with people should not be 
placed in a customer service position. Research suggests that person-job fit leads to higher job 
performance, satisfaction, organizational commitment, and intent to stay with the company.20

The Person-GrouP FiT In addition to the fit between the recruit and the nature of the work, 
the fit between the recruit and his or her potential work team and supervisor is also important. 
Person-group fit (or person-team fit) is the match between an individual and his or her work 
group, including the supervisor. Good person-group fit means that an individual fits with the 
goals, work styles, and skills of coworkers. Person-group fit recognizes that in many jobs, inter-
personal interactions with group members and teammates are important in getting the work done. 
Employees must also be able to work effectively with their supervisor. Person-group fit leads to 
improved job satisfaction, organizational commitment, and intent to stay with the company.21

Because teamwork, communication, and interpersonal competencies can be as criti-
cal to team performance as team members’ ability to perform core job duties, person-group fit 
can be particularly important when hiring for team-oriented work environments.22 At Men’s 
Wearhouse, CEO George Zimmer rewards team selling because shoppers want to have a positive 
total store experience. The company takes team selling so seriously that it even terminated one of 
its most successful salespeople because he focused only on his own sales figures. After firing the 
salesperson, the store’s total sales volume increased significantly.23 Individual characteristics 
such as personal goals that are consistent with those of the group, and skills that complement 
those of the rest of the group’s members are particularly important to assess.

The Person-orGanizaTion FiT Person-organization fit is the fit between an individual’s 
values, beliefs, and personality and the values, norms, and culture of the organization.24 Research 
has found that a good fit has a strong positive relationship with an employee’s job satisfaction, 
organizational commitment, and intent to stay with the company. It also has a moderate impact 
on employees’ attitudes and “citizenship behaviors”—behaviors people engage in that go be-
yond their job requirements, such as helping others or talking positively about the firm.25 Some 
organizational values and norms important for person-organization fit include integrity, fair-
ness, work ethic, competitiveness, cooperativeness, and compassion for one’s customers and 
fellow employees. Despite the potential overlap between person-job and person-organization fit, 
research suggests that people can experience differing degrees of fit with their jobs versus the 
organizations for whom they work.26 When a metal-stamping plant started hiring based on can-
didates’ fit with basic corporate values instead of lifting and integrity test scores, it dramatically 
reduced scrap rates, injuries, absenteeism, and turnover.27

How can person-organization fit be maximized? One good way is to identify those appli-
cant qualifications, competencies, and traits that relate to the organization’s strategy, values, and 
work processes. Individuals whose work styles are inconsistent with the organization’s culture, 
business strategy, and work processes are not likely to be as successful as individuals who are 
good fits in these ways. For example, even if Juan is technically well qualified as a biomedical 
researcher, if he avoids risk, is indecisive, and tends to ruminate over a decision, he may be un-
successful in an innovative, fast-paced, and forward-looking organization.

Adobe Systems President and CEO Shantanu Narayen tries to hire people who share the 
company’s fundamental values. He states, “Unless people really internalize and believe in the 
core values of the company, they’re unlikely to be successful.”28 Deloitte Consulting constantly 
pays attention to hiring the right fit because it is very expensive to recruit and because it is even 

person-group fit

the match between an individual and 
his or her work group, including the 
supervisor

person-orgAnizAtion fit

the fit between an individual’s values, 
beliefs, attitudes, and personality and 
the values, norms, and culture of the 
organization
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more costly to train new employees. To identify fit, Deloitte uses behavioral interviews and case 
questions to assess integrity, collaboration skills, and the ability to think logically and solve 
problems. Deloitte also recruits people with nontraditional majors and backgrounds who display 
attributes and competencies that are consistent with its culture.29

Rather than evaluating flight attendant candidates for a fixed set of skills or experiences, 
Southwest Airlines looks for the energy, humor, team spirit, and self-confidence that matches its 
offbeat, creative, customer-focused culture.30 Job candidates don’t just interview for a job, they 
audition—and the audition starts the moment they call for an application. In fact, candidates are 
being evaluated even when they do not think that they are being assessed. When a recruit calls, 
managers jot down anything memorable about the conversation, good or bad. Recruits flown 
out for interviews receive special tickets that alert gate agents, flight attendants, and others to 
pay special attention. Employees observe whether recruits are consistently friendly to others or 
complaining and drinking cocktails at 9 a.m., and pass their observations on to the people depart-
ment.31 When flight attendant candidates give five-minute speeches about themselves in front 
of as many as 50 other recruits, managers watch the audience as closely as the speaker to see 
who is enthusiastically supporting their potential coworkers. Unselfish people who will support 
their teammates are the ones who catch Southwest’s eye, not the applicants who seem bored or 
distracted or use the time to polish their own presentations.32

A new hire must be able and willing to adapt to the company by learning, negotiating, en-
acting, and maintaining the behaviors appropriate to the company’s environment.33 To success-
fully adapt, new hires must be open minded, have sufficient information about the organization’s 
expectations and standards—and their own performance in light of those standards—and the 
ability to learn new behaviors and habits.

It is important to note that hiring for any type of fit does not mean hiring those whom 
we are most comfortable with, which can lead to dysfunctional stereotyping and discriminat-
ing against those different from ourselves who may offer a great deal to the success of the firm. 
One company that assesses and selects employees based on their fit with the organization and 
its core values is Johnson & Johnson (J&J). J&J’s credo34 clearly spells out its values: customer 
well-being, employee well-being, community well-being, and shareholder well-being, in that 
order. J&J recruits, hires, and evaluates employees against their credo, which is central to J&J’s 
organizational culture. Ralph Larsen, J&J’s chairman and CEO, attributes the majority of J&J’s 
success to its core values.35

The Person-VocaTion FiT Person-vocation fit is the fit between a person’s interests, abili-
ties, values, and personality and his or her chosen occupation, regardless of the person’s em-
ployer.36 For example, a social individual who dislikes detail work and working with numbers 
would be a poor fit with the accounting vocation.

Although individuals usually choose a vocation long before applying to an organization, 
understanding person-vocation fit can still be useful in staffing. Companies that would like to 
develop their own future leaders, or smaller organizations that need employees to fill more than 
one role, may be able to use applicants’ vocational interests to determine whether they would be 
a good fit. Retaining valued employees might be easier if an organization can match their inter-
ests with a variety of career opportunities within the company. Some people pursue two or more 
different vocations over the course of their careers because they have diverse interests or because 
they become bored working in the same vocation for a long period of time. Organizations may 
better retain these valued career changers by understanding their vocational preferences and de-
signing career tracks or career changes. If the measure is successful, valued employees who 
would otherwise be likely to leave the organization to pursue a different type of vocation may be 
able to pursue multiple vocations without leaving the company.

Table 9-1 summarizes these four different types of fit.

comPlemenTary and suPPlemenTary FiT There are two ways people can fit in to an 
organization or work group.37 complementary fit is when a person adds something that is 
missing in the organization or work group by being different from the others, typically by hav-
ing different skills or expertise.38 A research and development organization looks for a com-
plementary fit when, for example, it seeks scientists with new backgrounds and skills to work 
with existing scientists to develop a new line of products. As J. J. Allaire, founder, chairman, 

person-vocAtion fit

the fit between a person’s interests, 
abilities, values, and personality 
and his or her chosen occupation, 
regardless of the person’s employer

complementAry fit

when a person adds something that is 
missing in the organization or work 
group by being different from the 
others
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Table 9-1  Dimensions of Fit

Type of Fit Possible Dimensions of Fit

Person-Job Fit: the potential of 
an individual to meet the needs of 
a particular job and the potential 
of the job to meet the needs of the 
individual

Intelligence
Job-related skills and competencies
Job knowledge
Previous experience
Personality related to performing job tasks

Person-Group Fit: the match between 
individuals and their work groups, 
including their supervisors

Teamwork skills
Expertise relative to other team members
Conflict management style
Preference for team-based work
Communication skills
Personality related to working well with others

Person-Organization Fit: the fit 
between an individual’s values, beliefs, 
and personality and the values, norms, 
and culture of the organization

Alignment between one’s personal 
motivations and the organization’s purpose
Values
Goals

Person-Vocation Fit: the fit between 
an individual’s interests, abilities, 
values, and personality and his or her 
occupation

Aptitudes
Interests
Personal values
Long-term goals

and executive vice president of products at Allaire Corporation, said, “It’s tempting not to hire 
people who compensate for your weaknesses—because you don’t want to admit that you have 
any. But … you’ve got to understand the strengths and weaknesses of your entire group and hire 
accordingly.”39

supplementary fit occurs when a person has characteristics that are similar to those that 
already exist in the organization.40 Supplementary fit can be important when a firm needs to 
replace a departing customer service representative with another person who can perform the 
job similarly to the other customer service representatives. In this case, the organization wants to 
hire customer service representatives with similar skills and characteristics.

Both complementary and supplementary fit are important as together they help to ensure 
that new hires will not only fit in with the work group and organization but also bring new skills 
and perspectives that will enhance the work group’s and organization’s performance.

assessing accurately

Another goal of external assessment systems is that they be valid, or that they accurately identify 
the candidates who would be the best or worst employees. The wider the spread of talent in an 
applicant pool, the greater the pressure on the assessment system to weed out the bad fits and 
identify the good ones.

Another way to express this idea is to think about the possible outcomes of an assess-
ment effort. Candidates are either hired or not hired, and will be either good performers or 
poor performers on the job. As shown in Figure 9-1, hiring people who become good per-
formers generates true positives. Not hiring people who would have been poor performers 
produces true negatives. Both of these outcomes are desirable and are goals of the staffing 
effort. The two possible undesirable outcomes are not hiring people who would have been 
good performers, generating false negatives, or hiring people who perform poorly, generating 
false  positives. (Recall that we first discussed false negatives and positives in Chapter 8.) No 
assessment system is perfect, but more valid assessment systems do a better job than less valid 
ones of identifying both the most and least desirable hires from the pool of job candidates and 
generating high numbers of true positive and true negative hiring outcomes.

In some jobs, one type of error can be more important than the other type. For example, false 
positives are particularly expensive for high-risk jobs like pilots or surgeons. False negatives, on 
the other hand, are particularly costly in highly competitive jobs or markets in which losing some-
one good to a competitor not only weakens a firm’s market position but considerably strengthens 

supplementAry fit

when a person has characteristics that 
are similar to those that already exist 
in the organization
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Hired 

Poor Performer Good Performer

False Positive True Positive 

Not Hired True Negative False Negative 

FiGure 9-1 Possible Assessment Outcomes

its competition’s. When a top scientist chooses to join a competitor, not only does the company not 
acquire the top talent, its competitor is strengthened as well. After international soccer star David 
Beckham came to the United States to play for the L.A. Galaxy, his former Real Madrid soccer 
club lost a substantial amount of revenue from his jersey sales alone.41 False negatives can also be 
expensive when a member of a protected class is not hired, sues, and wins a big settlement.

Accurate assessments are also affected by job candidates’ motivation.42 Due to minority 
subgroup members’ awareness of subgroup differences on standardized tests, the administration 
of employment tests can produce a stereotype threat that creates frustration among minority 
test takers and ultimately lower test scores due to lowered expectations and effort.43 Together, 
these factors can lead to differences in subgroup test performance that are not due to differences 
in knowledge or ability.44 One study found that greater anxiety and lower motivation predicted 
African Americans’ increased likelihood of withdrawing from a job selection process.45

maximizing the Firm’s return on its investment in its assessment system

Another important goal is maximizing the firm’s return on its investment in its assessment sys-
tem. The greater the return on the investment in an assessment method, the greater the assessment 
method’s value. One assessment method may be slightly superior to another in identifying the best 
candidates, but if its cost exceeds the gain to the organization of hiring these slightly better candi-
dates, then the other method may be the better choice. Although some managers are more influ-
enced by the simple correlation between predictor and criterion, Table 9-2 presents a basic formula 
for calculating the return on investment of an assessment method compared to hiring randomly.

stereotype threAt

awareness of subgroup differences on 
standardized tests creates frustration 
among minority test takers and 
ultimately lower test scores

Table 9-2  Return on Investment Formulas46

Economic value of improved performance = (Nh × T × rxy × Zy) – (Na × Ca × SR)
Savings from avoiding bad hires = (Nh × HA × CBH) – (Na × Ca)
 ROI = Economic value of improved performance + Savings from avoiding bad hires
Where:
 Nh = Number of people hired

 T = Average number of years employees stay in the position
 rxy =  Correlation between assessment method and job performance (the amount of 

improvement in job performance from using the assessment method)
 Zy =  Dollar value of improved job performance using the new assessment method 

(default value = 40 percent of average base salary)
 Na = Number of job candidates assessed
 Ca = Cost per assessment
 SR = Selection ratio (the number of candidates assessed before making a hiring decision)
 HA = Percentage of bad hires avoided (default value 5 percent)
  CBH = Average cost of a bad hire (default value $7,500)
 ROI = Dollar return on the assessment method investment
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The return on investment formula presented in Table 9-2 reflects both the economic gain 
of hiring better employees and the economic gain of not hiring lower-performing employees that 
can result from using an assessment method versus hiring randomly. The economic value of im-
proved performance formula presented in Table 9-2 subtracts the costs of using a predictor from 
the economic gain derived from using the predictor compared to randomly selecting candidates. 
The economic value of improved job performance resulting from using an assessment method 
rather than randomly selecting job candidates depends on the number of people hired, how long 
they stay with the company, their job performance improvements resulting from using the as-
sessment method, and the value of the performance improvements. The cost of the assessment 
method multiplied by the number of people assessed is the cost of using the predictor.

The value of retaining top performers should be evident from the previously mentioned 
formula. The longer good performers stay with your company, the greater the return on the 
company’s investment in them. Because research has shown that people who have frequently 
changed jobs in the past are more likely to do so in the future,47 some companies consider fre-
quent job changes without evidence of professional advancement as a negative factor in their 
hiring decision. One survey of more than 1,400 chief financial officers found that for 87 percent 
of them, the length of time a job candidate has spent with previous employers was an important 
factor in making hiring decisions.48 Because so many factors influence job tenure, we advise 
caution when using candidates’ previous job tenure to predict their likely future job tenure.

The savings from avoiding bad hires reflects the fact that bad hires can actually cost the 
organization money. The return on investment from a new assessment method is the sum of the 
economic value of improved performance and the savings from avoiding bad hires.

Although staffing should be seen as an investment rather than a cost, cost is still important 
for many companies that simply don’t have the money to invest in more expensive systems even 
if they are more accurate at identifying the best new hires. Nonetheless, the formula provides a 
way to estimate the ROI of any new assessment method. We would like to note that some man-
agers are less convinced by ROI formulas and are more strongly influenced by the correlation 
between the assessment methods and the criterion (turnover, job performance, and so on).

Generating Positive stakeholder reactions

Meeting the needs of different stakeholders in the staffing process is another assessment goal. 
Recruits, hiring managers, and recruiters should all be satisfied with the processes and outcomes 
involved in using an assessment method. For example, requiring hiring managers to take three 
hours out of their busy day to interview each job candidate might not be practical or even pos-
sible. Recruiters may feel that doing 20-minute phone interviews to prescreen each job applicant 
is too burdensome, and applicants may feel that three separate visits for different assessments are 
excessive. So, although an assessment method might be valid and identify the best and worst job 
candidates, if it does not also meet the needs of the firm’s stakeholders, it is not as effective as it 
could be. When Google’s research determined that conducting more than four interviews added 
little value to the quality of hire, it was able to shorten its hiring process dramatically.49

Some organizations involve customers and external stakeholders in the hiring process. Not 
only can this build trust and cultivate loyalty, but stakeholders can provide useful input into the 
evaluation of candidates. Candidates for positions at Orlando’s Nemours Children’s Hospital are 
interviewed by parents who are members of its Family Advisory Council. The hospital takes the 
council’s input seriously, hiring one chief administrative officer based on the council’s comments.50

An assessment method’s speed, usability, and ability to predict job success all influence 
the ease of getting people in the organization to use it correctly and consistently. Training re-
cruiters and hiring managers in the use of the technique and its benefits, assessing and rewarding 
them for using it correctly and consistently, and having an assessment system expert perceived 
as credible and competent available to help when needed can increase the adoption and the cor-
rect and consistent use of new assessment methods.

It is also important to remember that reactions to the same staffing process will differ 
across cultures. When KPMG opened a hiring center in India, where there is an ongoing battle 
for top talent, applicants wouldn’t stick around for its lengthy hiring process. As soon as the 
company took the advice of local experts and changed the process to be more consistent with 
local norms it instantly became more effective.51
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supporting the Firm’s Talent Philosophy and human resource strategy

Another goal of an assessment system is to support the organization’s talent philosophy and HR 
strategy. Viewing applicants and employees as investors might stimulate a company to incorpo-
rate more interviews into the assessment process and develop a comprehensive careers section 
on its Web site to allow candidates ample opportunity to learn as much as possible about the 
company before joining it. On its Web site UBS explains how its candidate evaluation process 
is quantifiable and objective, and describes the seven core competencies it assesses to give ap-
plicants an honest understanding of how the hiring decision will be made.52

A firm viewing employees as assets will tend to focus on efficient candidate assessment 
and minimize candidates’ opportunities to meet with a variety of the firm’s representatives to 
learn about different jobs. An organization that wants people to contribute over long-term ca-
reers should evaluate job candidates in terms of their long-term career potential within the com-
pany, rather than evaluate them just for the current open position. In this case, identifying the 
competencies, styles, and traits required for career advancement within the company is also 
relevant. If an organization does not plan to promote from within, its recruitment profile and 
screening criteria should focus only on the open position.

establishing and reinforcing the Firm’s employer image

Another goal of external assessment can be to establish and maintain an organization’s employer 
image. A company that wants to be known as an innovative and engaging place to work might 
reinforce that image during the assessment process by asking applicants challenging interview 
questions that require creativity. Every interaction job applicants have with a firm establishes 
and reinforces the firm’s employer image. Consequently, one of the goals of the assessment pro-
cess should be to consistently reinforce the firm’s desired image.

identifying new hires’ developmental needs

Assessment tests can also identify new hires’ developmental needs. If a top candidate’s assess-
ment scores show that her organization and time management skills are good but her customer 
service skills need further development, posthire training can improve these skills. Some assess-
ment methods even identify applicants’ preferred learning styles, which can decrease their train-
ing time, improve the effectiveness of their training, and increase their retention.53

assessing ethically

Ethics is an important issue in staffing, and particularly in assessment. The entire selection pro-
cess needs to be managed ethically. The people administering an assessment need to be properly 
trained and appropriately qualified, and applicants’ privacy needs to be protected at all times. 
For example, firms need to think through the ethics of using assessment methods applicants find 
invasive, including integrity tests and genetic tests. Managing the process ethically also involves 
explaining to candidates how any test results will be used and how their privacy will be pro-
tected, and communicating with them when you promise you will.

complying with the law

Legal issues loom large when it comes to assessment. Thus, companies have good reason to 
protect themselves against potential charges of hiring discrimination. In addition to the nega-
tive publicity generated by a lawsuit, plaintiffs are often successful and court awards regularly 
run into the hundreds of thousands of dollars. One landmark case in this area is Griggs v. Duke 
Power Company.54 In this case, the Supreme Court found that under Title VII of the Civil Rights 
Act of 1964, if an employment test disparately impacts ethnic minority groups, the firm must 
demonstrate that the test is “reasonably related” to the job for which the test is required. Credit 
checks, background checks, and cognitive ability tests are among the most likely assessment 
methods to result in disparate impact.

Following the Uniform Guidelines on Employee Selection Procedures (UGESP),55 which 
we introduced in Chapter 3, and conducting fair, consistent, and objective assessments are im-
portant to legal compliance. We discuss these next.
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uniForm Guidelines on emPloyee selecTion Procedures As you learned in 
Chapter 3, the UGESP assist organizations in complying with requirements of federal law pro-
hibiting race, color, religion, sex, and national origin discrimination in hiring practices by pro-
viding a framework for determining the proper use of tests and other assessment procedures. 
Under Title VII, the UGESP apply to the federal government with regard to federal employment; 
to most private employers with at least 15 employees for 20 weeks or more a calendar year; to 
most labor organizations, apprenticeship committees, and employment agencies; and to state and 
local governments with at least 15 employees. Through Executive Order 11246, they also apply 
to federal government contractors and subcontractors.56

Here are some sample UGESP guidelines that pertain to candidate assessment:57

•	 A	test	of	knowledge	and	abilities	may	be	used	if	it	measures	a	representative	sample	of	
knowledge, skills, or abilities that are necessary to performance of the job and are opera-
tionally defined.

•	 Knowledge	must	be	defined	in	terms	of	behavior	and	must	be	part	of	a	body	of	learned	
information that is actually used in and necessary for required, observable job behaviors.

•	 Abilities	must	be	defined	 in	 terms	of	observable	aspects	of	 job	behavior	and	should	be	
necessary for the performance of important work behaviors. Any selection procedure mea-
suring an ability should closely approximate an observable work behavior.

•	 To	the	extent	that	the	setting	and	manner	of	the	administration	of	the	selection	procedure	
fail to resemble the work situation, the less likely it is that the selection procedure is con-
tent valid, and the greater the need for other validity evidence.

The entire UGESP are available online,58 and staffing specialists should develop a thor-
ough knowledge of this document. The Principles for the Validation and Use of Personnel 
Selection Procedures59 and the Standards for Educational and Psychological Testing60 are also 
important documents that provide standards and guidelines for developing and using various as-
sessment methods.

Fair, consisTenT, and obJecTiVe assessmenTs Good hiring practices compare all ap-
plicants using the same fair, consistent, and objective information predictive of job success. 
A false or contradictory reason given for not hiring someone can be considered a pretext for 
discrimination. For example, if an employer states that an applicant was not hired because of 
insufficient experience, but the successful candidate has less experience, the contradiction can be 
interpreted as a pretext for discrimination.

One employment law expert goes so far as to advise companies to drop the use of vague 
terms such as best fit when documenting why someone was hired because the ambiguity makes 
it more difficult to reconstruct the selection process and explain why the candidate was chosen.61 
Recruiters and hiring managers should be able to articulate objective, neutral reasons for rejecting 
or hiring any applicant. The required qualifications must make sense to the EEOC and its state-
level equivalents who are looking for a simple, fair process that treats all applicants the same.

Consistently applied, objective assessment methods based on bona fide occupational quali-
fications (BFOQ) derived from a job analysis are best for legal compliance. Subjective assessment 
criteria that involve speculation about the types of employees customers prefer to deal with or 
how a candidate is likely to perform on the job are not advisable. Although it is not illegal to reject 
someone based on subjective evaluations and speculation, subjective evaluations and speculation 
are precursors to stereotyping. Of course, this can quickly get employers into legal trouble.62

Fair, consistent, and objective assessments result in the best quality employees as well. 
P&G believes that it makes its best hires and creates a competitive talent advantage when it uses 
an assessment process that is objective and fair, is comprehensive, is efficient, and focuses on 
factors that predict job performance as determined by thorough research and job analysis.63

exTernal assessmenT meThods

Typically, job candidates are assessed in waves. When people first apply for a job, they are job 
applicants and are evaluated against the minimum acceptable criteria for the job, such as relevant 
education and skills. The purpose of these screening assessment methods is to narrow a pool of 
job applicants down to a smaller group of job candidates. The job candidates are then assessed 

screening Assessment 
methods

methods that narrow a pool of job 
applicants down to a smaller group of 
job candidates
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in more depth using evaluative assessment methods that evaluate the pool of job candidates to 
determine whom to hire. Job offers may be made contingent on passing contingent assessment 
methods. Contingent assessments are used when the firm has identified whom it wants to hire. 
If the finalist passes the contingent assessment (typically a background check, drug screen, proof 
of employment eligibility, and so forth) their contingent job offer becomes a formal job offer. 
Assessments tend to get more detailed and rigorous as people move from being job applicants to 
receiving job offers.

Table 9-3 summarizes the general effectiveness of many possible assessment methods used 
to predict on-the-job performance (validity), applicant reactions, the relative cost of the methods 
compared to other assessment methods, adverse impact, and ease of use. The values presented are 
typical of those found in organizations, but the exact validity, cost, and adverse impact will vary 
from job to job and from company to company. Thus, we advise you to exercise caution when 
using these values. Differences in the quality of an assessment method’s development, the degree 
of training users receive, and how consistently the tools are used can all influence the costs and 
validity of any assessment method as well as its adverse impact and applicant reactions to it.

Although we group the following external assessment methods into screening, evaluative, 
and contingent categories based on how they are typically used, it is possible to use any screen-
ing or evaluative assessment method at any time during the hiring process. Contingent assess-
ment methods, of course, must be administered after a contingent job offer is extended.

screening assessment methods

résumés and coVer leTTers Although little research exists on the validity or adverse im-
pact of using résumés as an assessment method, résumés and cover letters have historically been 
a core part of the hiring process. Applicants volunteer information about themselves and their 
interest in the position in a cover letter, and provide a résumé summarizing their relevant educa-
tion and work and nonwork experiences. As we have explained, technology has facilitated the 
management of the large number of résumés companies often receive, and software tools have 
made it possible for firms to do a better job searching them for relevant information. One of the 
biggest drawbacks of résumés and cover letters is that applicants do not use the same format or 
include the same information in their résumés, which can make it difficult to compare them.

evAluAtive Assessment 
methods

methods that evaluate the pool of job 
candidates to determine who will be 
hired

contingent Assessment 
methods

methods whereby a job offer is made 
contingent upon a candidate passing 
the assessment

Table 9-3  a Comparison of Some Commonly Used external assessment Methods

 
 
assessment Method

 
average 
Validity64*

 
applicant 
Reactions65

Relative Costs66 
(Development/ 
administration)

 
adverse 
Impact

 
Usability

Assessment centers .37 Good High/High Low Difficult

Cognitive ability tests .51 Good Low/Low High Easy

Integrity tests .41 Low Low/Low Low Easy

Job knowledge tests .48 Good High/Low Low Easy

Reference checks .26 Good Low/Low Low Easy

Situational judgment tests .34 Good High/Low Low Moderate

Structured interviews .51–.63 Good High/High Mixed Moderate

Unstructured interviews .20–.38 OK Low/High Mixed Easy

Personality testing –.13–.33 Good High/Low Low Easy

Biodata .35 Good High/Low Low Easy

Graphology .02 Low High/High Low Low

Weighted application forms .50 Good High/Low Low Easy

Simulations .54 Good High/High Low Difficult

Work samples .54 Good High/High Low Difficult
*Validity values range from –1 to 1, with numbers closer to –1 or +1 reflecting better prediction of job performance.
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Because the information put on résumés may not be accurate, it is important to confirm 
the accuracy of any résumé information a firm relies on when making a hiring decision. Experts 
estimate that 10 to 30 percent of job seekers shade the truth or flat-out lie on their résumés, par-
ticularly in the areas of education, previous compensation, reason for leaving previous jobs, and 
previous job titles and accomplishments.68 The fact that firms have even fired CEOs after discov-
ering that they have inflated their educational credentials illustrates how important it is to confirm 
the accuracy of all self-reported information used to make hiring decisions.69 False information 
can be reduced by requiring applicants to sign a statement when submitting an application or ré-
sumé that knowingly falsifying this information can result in immediate termination.

Because many firms now use automated résumé scanning and screening software, it is impor-
tant to proofread your own résumé and cover letter for accuracy and to correct any typographical 
or spelling errors. If a word the firm uses to screen candidates is misspelled, the computer system 
won’t identify your résumé as a good match. Just for fun, Table 9-4 contains some actual résumé and 
cover letter blunders.

This chapter’s Develop Your Skills feature will help you maximize the effectiveness of 
your own online résumé.

Job aPPlicaTions job applications require applicants to provide written information about 
their skills and education, job experiences, and other job-relevant information. Although the infor-
mation on an application may replicate information already contained on a résumé,  applications 
help to ensure that consistent information is collected. They also help HR professionals check the 
accuracy of the information provided. Many employers require all applicants, regardless of the job 
they’re applying for, to complete a job application form. Although job applications often contain a 
statement that providing inaccurate information is grounds for  dismissal, it is still best to verify any 
information used to screen candidates. Figure 9-2 shows a typical job application form.

To standardize the information collected from job applicants, some organizations have 
begun using online applications. For example, when job seekers apply at any The Fresh Market 
gourmet grocer location, they first complete an online employment application. Within minutes 
of finishing the less-than-30-minute application, the hiring manger receives a three-page report 
via e-mail that summarizes the biographical information provided by the individual, answers 
to the application questions and an analysis of the answers, and a page of follow-up interview 
 questions if the applicant passes the online screening.70

To take the subjectivity out of the store manager’s interview process, McDonald’s devel-
oped an online application for job candidates in the United States that asks them questions about 
their work experiences, preferences, and how they would respond to certain situations. Based 
on the results, the questionnaire prompts a green light to the hiring manager, signaling that the 
candidate would be a good hire; a yellow light, meaning that the manager should ask more ques-
tions; or a red light, meaning do not hire the person.71

Online applications cannot only be fast and cost-efficient, they can also greatly reduce the 
initial assessment burden placed on recruiters or hiring managers. For example, using Web-based 
assessment tools for screening applicants applying for hourly positions decreased the number of 

job ApplicAtions

forms that require applicants to 
provide written information about their 
skills and education, job experiences, 
and other job-relevant information

Table 9-4  actual Résumé blunders

These are from actual résumés:67

•	 “You	are	privileged	to	receive	my	résumé.”
•	 “Able	to	say	the	ABCs	backward	in	under	five	seconds.”
•	 “I	often	use	a	laptap.”
•	 “I	will	accept	nothing	less	than	$18	annually.”
•	 Reason	for	leaving	last	job:	“Pushed	aside	so	the	vice	president’s	girlfriend	could	steal	

my job.”
•	 Accomplishments:	“Completed	11	years	of	high	school.”
•	 “I	am	relatively	intelligent,	obedient,	and	as	loyal	as	a	puppy.”
•	 Specified	that	his	availability	to	work	Fridays,	Saturdays,	or	Sundays	“is	limited	because	

the weekends	are	‘drinking	time.’	”
•	 Explained	a	three-month	gap	in	employment	by	saying	that	he	was	getting	over	the	death	

of his cat.
•	 Explained	an	arrest	record	by	stating,	“We	stole	a	pig,	but	it	was	a	really	small	pig.”
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Instructions: Print clearly in black or blue ink. Answer all questions. Sign and date the form.

Position Applied For: __________________________________________  Today’s Date: _____________________

PERSONAL INFORMATION

Full Name: _____________________________________________________________________________________ 

Street Address: _________________________________________________________________________________ 

City, State, Zip Code: _____________________________________________________________________________ 

Phone Number: (_________)_______________________________________________________________________

Are you eligible to work in the United States? Yes ____________ No_____________ 

If you are under age 18, do you have an employment/age certificates? Yes ____________ No_____________ 

Have you been convicted of or pleaded no contest to a felony within the last five years? 

Yes ____________ No_____________ 

If yes, please explain: _____________________________________________________________________________ 

______________________________________________________________________________________________

AVAILABILITY 

Days/Hours Available:

Monday from ________ to ________

Tuesday ________ to ________

Wednesday ________ to ________

Thursday ________ to ________

Friday ________ to ________

Saturday ________ to ________

Sunday ________ to ________

What date are you available to start work? _________________________________ 

EDUCATION

Name and Address of School Degree/Diploma Graduation Date 

______________________________________________________________________________________________ 

______________________________________________________________________________________________ 

______________________________________________________________________________________________ 

______________________________________________________________________________________________ 

Skills and Qualifications: Licenses, Skills, Training, Awards 

_____________________________________________________________ 

_____________________________________________________________ 

EMPLOYMENT HISTORY

Present or Last Position:

Employer: ______________________________________________________________________________________ 

FiGure 9-2 An Example of a Job Application Form
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employment interviews Sherwin-Williams conducts each year by more than 5,000. Using online 
candidate assessment tools also reduced the turnover among hourly workers at Kroger grocery 
stores by 25 percent, meaning that the company now spends 25 percent less time recruiting and 
hiring candidates.72 Online applications and assessments can not only give candidates real time 
status information, they also give applicants the flexibility to complete them at their convenience. 
This is especially important to Gen Y job seekers as well as many passive or semi-passive job 
seekers unwilling to take time off of work to pursue another job opportunity.

In addition to providing in-store kiosks at which online applications can be completed, 
employers including American Express now direct job seekers to their corporate Web sites to 
answer a series of preliminary screening questions, such as the degrees they obtained and their 
willingness to relocate, and then apply for jobs. American Express uses its questionnaire to weed 
out the bottom half of candidates, which allows its recruiters to focus their time and attention on 
more promising applicants.73

social neTwork search Recruiters and hiring managers are increasingly using a variety of 
social networking tools to evaluate applicants. An applicant’s professional history can be reviewed 
on LinkedIn, shared connections contacted to provide “back door” references in addition to those 
submitted by the applicant, and blog entries and Twitter posts read to evaluate applicants’ skills, 
goals, and values. If social media is used in evaluating or performing casual background checks 

Address: _______________________________________________________________________________________ 

Supervisor: _____________________________________________________________________________________ 

Phone: _____________________________________________ 

E-mail: _____________________________________________ 

Position Title: ________________________________________ 

From: ____________________ To: _______________________ 

Responsibilities: _________________________________________________________________________________ 

______________________________________________________________________________________________ 

Salary: ______________________ 

Reason for Leaving: ______________________________________________________________________________ 

May We Contact This Employer? 

Yes __________ No _________ 

THREE REFERENCES (required)

Name/Title Address Phone 

______________________________________________________________________________________________ 

______________________________________________________________________________________________ 

______________________________________________________________________________________________ 

I certify that information contained in this application is true and complete.

I understand that providing false information may be grounds for not hiring me or for immediate termination of
employment at any point in the future, if I am hired. I authorize the verification of any or all information listed above.

Signature______________________________ 

Date__________________________________

FiGure 9-2 Continued
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on candidates, it is a good idea to limit it to the final candidates and let the candidate know that 
you will be doing the search. It is also best to document the search and have someone other than 
the hiring decision maker do the search to prevent the decision maker from learning any legally 
impermissible information.75

weiGhTed aPPlicaTion blanks The information collected on a job application can be 
weighted according to its importance. Having job experts participating in a job analysis rate the 
relative importance of and the relative time spent on each job duty can inform these weights.76 
The degree to which different application-blank information differentiates high and low per-
formers can also inform the weights to use for each item. When information receives different 
weights, the assessment method is a weighted application blank. As shown in Table 9-3, 
weighted application blanks are received well by applicants, relatively inexpensive, easy to use, 
and have an average validity of .50.

Developing a weighted application blank involves:

 1. Selecting an employee characteristic to be measured;
 2. Identifying which job application questions predict the desired employee behaviors and 

outcomes;
 3. Evaluating the questions’ relative predictive power;
 4. Assigning weighted values to each relevant question; and
 5. Scoring each applicant’s completed job-application form using the scoring key.

Candidate advancement decisions are made according to applicants’ weighted scores. It 
can even be possible to determine the total score below which a prospective employee might be a 
bad risk for the company and above which the applicant is likely to be a successful employee.77 
Weighted application blanks look like regular application blanks, and applicants typically do 
not know that a weighted scoring system will be used to evaluate their answers. Although this 

weighted ApplicAtion 
blAnk

a job application on which different 
information receives different weights

When you apply to an organization, your résumé is likely one of the 
first things a prospective employer will look at. Employers routinely 
mine the some 70 million résumés on job site Monster.com, for 
example. Now that many employers receive résumés only through 
the Internet and process résumés electronically using search terms, 
it is important to ensure that your résumé makes the cut. Here are 
some tips to help your résumé rise to the top of the stack.

 1. State your experience as achievements rather than stat-
ing the requirements of past jobs. For example, instead of 
writing, “Supervised the completion of strategic marketing 
agreements,” write, “Successfully met strategic marketing 
agreements on schedule and under budget.”

 2. Use your résumé to highlight areas not covered in the com-
pany’s online application, including your language skills, 
technical skills, volunteer work, and professional organiza-
tion involvement relevant to your ability to perform the job.

 3. Add a section near the top of your résumé named “skills” 
or, even, “keywords,” where you list as many keywords 
as possible to describe yourself. When developing your 
list, be creative, but be accurate. Include the standard job 
titles for your current and previous jobs, particularly if a 
previous employer used nonstandard titles. List any job-
specific, profession-specific, and industry-specific tools 
 including software or hardware that you use or are quali-
fied to use. Include any industry and professional organiza-
tions of which you are a member. Include any common 
professional or technical acronyms as well as the words 
that  explain them. The phrase explaining the acronym 

does not have to be in the same sentence or paragraph, 
but including both versions will increase the probability 
that your  résumé will appear in the search results whether 
the recruiter searches on the acronym or the phrase that it 
represents. Also, be as creatively inconsistent as you can—
for example including M.B.A, MBA, Master of Business 
Administration, Masters in Bus. Admin, and so forth, will 
ensure that your résumé will appear in the search results 
regardless of the exact words input by the recruiter.

 4. Be sure to include the word resume in your résumé as 
 recruiters frequently use it when searching for résumés. 
Put it in the top line (e.g., “J. Cortina’s Resume”) as well as 
in the file name (J. Cortina-resume.html). Using the word 
résumé, which is technically the correct form of the word, 
replaces the letter e with a character code to create the é. 
Some search software does not recognize this character as 
an e and will not find your résumé.

 5. Attend to the security of your online résumé. Remove your 
standard contact information, including your address, 
phone number, business e-mail address, and personal 
 address if it is associated with a detailed profile on you 
(as in AOL). Replace this information with a Web-based 
e-mail address that is harder to trace to you personally, like 
 hotmail.com, Gmail, and MSN.

 6. Don’t use a goofy e-mail address (e.g., hotstuff@aol.com) or 
your messages will probably be deleted unread. Use the e-mail 
address as an opportunity to market and differentiate your-
self—like kbell-web-pro@aol.com or kbell-MIT-PhD@aol.com.

Develop Your SkillS

Online Résumé Tips74
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encourages honest answers, any applicant-provided information should be verified if it is to be 
used in making a hiring decision. Figure 9-3 shows a sample (fictitious) weighted application 
blank scoring key for a sales associate position.

One criticism of the weighted application blank is that it doesn’t matter why an item dif-
ferentiates successful from unsuccessful performers, only that it does. To maximize the chances 
that an item will work over time, it is best to know or at least have an idea why the question 
predicts job success. For example, asking whether someone was ever the captain of a sports team 
is a clear indicator of leadership. Weighted application blanks have been used successfully with 
occupations including production workers,78 scientists,79 and life insurance salespeople.80

bioGraPhical inFormaTion (biodaTa) Biographical information, also referred to as 
 biodata, is collected via questions about candidates’ interests, work experiences, training, and 
education, assessing a variety of personal characteristics such as achievement orientation and 
preferences for group versus individual work. Biodata questionnaires allow people to describe 
more personal aspects about themselves and their experiences and successes in social, educa-
tional, or occupational pursuits.81 Biodata can be collected as part of a job application or via a 
separate questionnaire.

Biodata, when properly done, can be both valid82 and low in adverse impact83 although 
adverse impact is a possible issue. Adverse impact may depend on the degree to which items 
directly or indirectly reflect cultural differences in people’s social, educational, or economic 
advancement opportunities. Thus, when developing a biodata questionnaire, you should in-
clude items with the potential for reducing adverse impact, and validate and check the biodata 
for adverse impact before using it in making hiring decisions. Guidelines, regulations, and 
statutes restrict certain types of information from being included on biodata questionnaires to 
protect applicants from being denied employment based on factors unrelated to jobs. Unless 
demonstrated to be job relevant, items addressing race, gender, marital status, number of de-
pendents, birth order, and spouse’s occupation are clearly not appropriate as a basis for mak-
ing selection decisions. As long as they are correlated with job success or related to “business 
necessity,” other personal items, such as a person’s grade point average or level of education, 
can be used for personnel decisions although their tendency to cause adverse impact needs to 
be checked. After evaluating their effectiveness, Google no longer asks for grade point aver-
ages from candidates who have been out of school for at least three years, and doesn’t require 
standardized test scores (like the GRE or SAT) from any candidate.84 Table 9-5 contains some 
sample biodata items.

For moral, ethical, and legal reasons, biodata items should not be intrusive or make the 
respondent uncomfortable. In general, a biodata item should not inquire about activities to 
which not everyone has equal access or about events over which the individual has no control.85 
Nonetheless, just because one respondent was a captain on a sports team and another respondent 

biodAtA

information about candidates’ 
interests, work experiences, training, 
and education

Previous Occupation Full- or Part-Time Preference

Social �1 Full time � 2

Not social �1 Part time �1

Education Confidence
8 years 0 Replies to question, “What amount are you 

9–10 years � 1 confident of selling each month” + 1

11–12 years � 2 Does not reply to question � 1  

12–13 years � 3

Over 13 years � 2 Family Sales Industry 

Has anyone in your family ever worked in sales?
Personal Sales Experience Yes � 2 

Previous sales experience � 2 No 0

FiGure 9-3 A Weighted Application Blank Scoring Key for a Sales Associate Position
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went to a small school without sports teams does not diminish the first respondent’s accomplish-
ments. This highlights the balance we must strike when using biodata items.86

As shown in Table 9-3, well-developed biodata items can have acceptable predictive valid-
ity (average validity of .35) for a variety of criteria including training, job performance, tenure, 
and promotions.87 When properly done, biodata is also among the best assessment techniques 
in terms of minimizing adverse impact although applicants may perceive them as invasive88 and 
different keys may be needed for males and females.89 Biodata have been used to predict many 
aspects of job success with many different jobs, including research competence and creativity.90

Creating a biodata assessment involves:

 1. defining job performance;
 2. identifying employees who have done the job successfully;
 3. collecting biographical data;
 4. correlating the biographical data with the performance scores;
 5. creating the final biodata form; and
 6. testing, using, and continually checking the accuracy of the biodata.

An example of a biodata formula to predict the tenure of secretaries is as follows:

 Tenure = 13.1 * years of education2 + 14.2 * years of related job experience2
 -  11.4 * miles from office2.

Biodata has been used successfully to predict success with electricians,91 blue-collar 
workers,92 and managers.93 Internet search company Google asks job applicants to complete 
an elaborate online survey that explores their attitudes, behavior, personality, and biographi-
cal details going back to high school. The questions range from the age when applicants first 
got excited about computers to whether they have ever tutored or established a nonprofit or-
ganization and are used to predict how well a person will fit into Google’s culture. To create 
the biodata formulas, Google asked every employee who had been working at the company 
for at least five months to fill out a 300-question survey. It then compared this data with 25 
separate measures of each employee’s performance, including the employee’s supervisor and 
peer performance reviews, and their compensation to identify which biodata items predicted 
performance.94

The difference between job applications, weighted application blanks, and biodata can 
be confusing. Job applications are the forms job applicants expect to complete to provide 
information about themselves when they are applying for a job. Weighted application blanks 
look like regular job application forms, but unlike regular job applications, applicants’ re-
sponses are scored and combined to determine the individual’s likely fit with the job and 
the organization. Job applications may contain biodata items but do not have to. Weighted 
application blanks are designed to assess different types of biodata. When items on a job 

Table 9-5  Sample biodata Items

Choose the best response to each question.
 1. How many different paying jobs have you held for more than two weeks in the 

past year?
a.  5–6
b.  3–4
c.  1–2
d.  None

 2. In my leisure time, the activities I most enjoy doing are:
a.  Team sports
b.  Individual sports
c.  Constructing things
d.  Reading
e.  Social activities
f.  None of the above

 3. Have	any	of	your	family	ever	worked	in	this	industry?_____	Yes_____	No
 4. Have	you	ever	repaired	small	motors	at	home?_____	Yes_____	No
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application are evaluated to determine how well they predict job success, these items become 
biodata. For example, asking applicants to state their years of experience in an industry could 
be a minimum-qualifications question on a job application, but when people’s responses to 
that question are correlated with their subsequent job performance, then it becomes biodata. 
As with any assessment, job applications, weighted application blanks, and biodata should 
not be used alone. They should be a part of a system that uses several types of assessments to 
evaluate different aspects of likely job performance. Job applications, weighted application 
blanks, and biodata are most commonly used early on in the hiring process as screening as-
sessment methods.

TelePhone screens As we have explained, many firms use quick telephone interviews as a 
screening assessment method to assess applicants’ availability, interest, and preliminary quali-
fications for a job. Some recruiters use the phone interview to assess an applicant’s on-the-job 
critical screening factors to prevent both parties from wasting time. Other recruiters use the tele-
phone screen as a way to develop a more thorough picture of the individual and/or to give them a 
good impression of the company. The phone screen can also help to identify other positions with 
which the applicant might be a good fit.95

In an earlier chapter, we noted that one common assessment mistake companies make is 
to assume that highly qualified and experienced applicants wouldn’t be happy in a job with less 
responsibility than positions they’ve held in the past. There are many reasons people may want 
to move to lower-stress and lower-responsibility positions including the opportunity to work for 
a stable and growing company, a positive work environment, and the challenge of learning new 
things. Highly qualified people are likely to get up to speed faster (saving training costs), help 
mentor other employees, and can be a good value. A quick telephone screen can allow a seem-
ingly overqualified applicant to elaborate on his or her interest in the position and receptiveness 
to accepting a lower salary.96

evaluative assessment methods

coGniTiVe abiliTy TesTs Research shows that individuals with higher levels of general 
mental ability acquire new information more easily and more quickly, and are able to use that 
information more effectively. Frank Schmidt and Jack Hunter’s97 research suggests that gen-
eral cognitive ability influences job performance largely through its role in the acquisition and 
use of information about how to do one’s job. Research supports the idea that cognitive ability 
is more important in complex jobs, when individuals are new to the job, and when there are 
changes in the workplace that require workers to learn new ways of performing their jobs.98 
Some companies, including Internet search firm Google, prefer to hire for intelligence rather 
than experience.99

Many organizations, including the National Football League,100 use cognitive ability tests. 
cognitive ability tests are computerized or paper-and-pencil tests that assess candidates’ gen-
eral mental abilities, including their verbal and mathematical reasoning, logic, and perceptual 
abilities. Because the scores on these tests can predict a person’s ability to learn via training 
or on the job,101 be adaptable and solve problems, and tolerate routine, their predictive value 
may rise, given the increasing trend toward jobs requiring innovation, continual training, and 
nonroutine problem solving. There are many different types of cognitive ability tests, including 
the Wonderlic Personnel Test, Raven’s Progressive Matrices, the Kaufman Brief Intelligence 
Test, and the Wechsler Abbreviated Scale of Intelligence. Table 9-6 contains some questions 
like those found on the Wonderlic Personnel Test. Some organizations customized tests to as-
sess cognitive ability. P&G has over 1,000 adaptive reasoning test questions calibrated by over 
180,000 candidates and validated with over 2,000 employees that it uses to measure cognitive 
ability and thinking style.102

Despite being easy to use and one of the most valid selection methods for all jobs, with 
an average validity of .51, cognitive ability tests produce racial differences that are three to five 
times larger than other predictors, such as biodata, personality inventories, and structured inter-
views.103 Although the reasons for the disparate impact are not fully understood, it is thought 
that factors including culture, the different access people have to test coaching and prepara-
tion programs, and the different test motivation levels due to different perceptions of the test’s 

cognitive Ability tests

tests that assess a person’s general 
mental abilities, including their verbal 
and mathematical reasoning, logic, 
and perceptual abilities
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validity among people in different subgroups might have an impact.104 Applicants also often 
dislike cognitive ability tests because they don’t seem job related.105

Because disparate impact can be problematic when using cognitive ability tests,106 em-
ployers should evaluate the effect a test has on protected groups before using the test. We stress 
that no assessment method is best used alone, but this is particularly true in the case of cognitive 
ability tests. However, they can often be combined with other predictors to reverse the adverse 
impact they have while increasing the overall validity of the testing process.107

noncoGniTiVe abiliTy TesTs Tests can also measure psychomotor, sensory, and physi-
cal abilities. Psychomotor tests assess a person’s capacity to manipulate and control objects. 
Reaction times, manual dexterity, and arm-hand steadiness are examples of psychomotor abili-
ties. sensory tests assess candidates’ visual, auditory, and speech perception. The ability to 
speak clearly, discriminate colors, and see in low light conditions are examples of sensory abili-
ties. Physical ability tests assess a person’s strength, flexibility, endurance, and coordination. 
The ability to lift certain amounts of weight, exert yourself physically over extended periods, 
and keep your balance when in an unstable position are examples of physical abilities. Physical 
ability tests can reduce injuries by ensuring that employees can do necessary, job-related tasks. 
For example, firefighters must be able to carry heavy hoses up stairs, delivery people must be 
able to safely lift and move heavy boxes, and so forth. Because physical ability tests can result 
in adverse impact against women, it is important that all applicants have a fair chance to perform 
and show that they meet the job’s BFOQs. As shown in Table 9-3, when carefully developed to 
assess a job’s requirements, noncognitive tests can be highly valid, well received by applicants, 
and relatively easy to use.

Values assessmenTs Businesses often have key values and core competencies tied to their 
business strategies. As we have discussed, it is important to make sure new employees appreci-
ate and share these values. Some companies, including J&J, which we mentioned at the begin-
ning of the chapter, have improved their corporate effectiveness by actively matching their can-
didates’ values to their corporate cultures.108 Computerized or paper-and-pencil assessments of 
candidates’ values exist. Some firms try to evaluate candidates by watching groups of candidates 
interact with one another on structured tasks and exercises.

PersonaliTy assessmenTs Personality has had a spotty reputation as a predictor of work 
outcomes. Until the 1990s, personality assessments were a poor predictor of performance.109 
Some of the early tests that were tried were designed for employment screening, but others were 
tests originally intended for diagnosing mental illness. The Minnesota Multiphasic Personality 

psychomotor tests

tests that assess the capacity of a 
person to manipulate and control 
objects

sensory tests

assess visual, auditory, and speech 
perception

physicAl Ability tests

tests that assess a person’s physical 
abilities including strength, flexibility, 
endurance, and coordination

Table 9-6  Cognitive ability Test Items

The following questions are like those found on the Wonderlic Personnel Test measuring 
cognitive ability. The answers are at the bottom of the table.

 1. Assume	the	first	two	statements	are	true.	Is	the	final	one	(1)	True,	(2)	False,	(3)	Not	
certain?
•	 	The	girl	plays	basketball.
•	 	All	basketball	players	wear	hats.
•	 	The	girl	wears	a	hat.

 2. Pencils sell for $0.17 each. What will four pencils cost?
 3. How many of the five pairs of items listed below are exact duplicates?

Smith, T. J. Smith, J. T.
Liao, G. K. Liao, G. K.
Barry, P. P. Barry, J. P.
Kovich, L. E. Kovich, E. E.
Garcia, T. S. Garcia, T. S.

 4. DEMAND	DEFILE—Do	these	words
1.  Have similar meanings?
2.  Have contradictory meanings?
3.  Mean neither the same nor opposite?

answers: (1) True, (2) 68 cents, (3) 2, (4) 3
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Inventory (MMPI) and the California Psychological Inventories presented applicants with true/
false questions including:110

•	 I	believe	my	sins	are	unpardonable.
•	 I	would	like	to	be	a	florist.
•	 Evil	spirits	possess	me	sometimes.
•	 I	go	to	church	almost	every	week.

Given questions like these, it is not surprising that their ability to predict job success was 
among the lowest of any assessment method! Fortunately, research on the use of personality 
in predicting job success continued. As shown in Table 9-3, personality tests can have low to 
moderate validity (ranging from –.13 to .33), which improves when the personality assessment 
is well matched to specific job criteria.111 Outsourced contact center operator Novo 1 realized 
14 percent greater productivity and 10 percent lower early job attrition when it started screen-
ing applicants for the personality traits that worked well with its culture.112 Research has found 
that personality measures are an even stronger predictor of performance when the questions or 
instructions reference work-specific behaviors.113

When Google realized that its use of university grade point average and interview per-
formance was not as predictive of employee success as it had thought, it asked all employees 
who had been there at least five months to complete a survey assessing factors including per-
sonality traits and interests. After comparing this data with 25 measures of each employee’s 
performance, it identified algorithms for different jobs that allow it to best assess candidates 
for roles in sales, finance, engineering, and human resources.114 Google continually fine-tunes 
its assessment and hiring approaches based on its ongoing analyses of what predicts employee 
success and why. Johnson & Johnson, Lowes, and Wal-Mart also use personality assessments 
to screen candidates. Because of its operational excellence strategy and focus on following pro-
cedures, Wal-Mart prefers to hire candidates who disagree with the statement, “There is room 
in every corporation for a non-conformist.”115

Because hundreds of different personality traits exist, researchers combined related per-
sonality traits and reduced this list into a few broad behavioral (rather than emotional or cogni-
tive) traits that each encompasses many more specific traits. As a group, these Big Five factors of 
personality capture up to 75 percent of an individual’s personality.116 The Big Five factors are:

•	 extraversion: outgoing, assertive, upbeat, and talkative; predicts salesperson 
performance.117

•	 conscientiousness: attentive to detail, willing to follow rules and exert effort; predicts 
performance across all occupations.118

•	 emotional stability: calm, optimistic, well adjusted, able to allocate resources to accom-
plish tasks; predicts job performance in most occupations, particularly those involving 
interpersonal interactions and teamwork such as occupations in management, sales,119 and 
teaching.120

•	 Agreeableness: sympathetic, friendly, cooperative; predicts performance in jobs involving 
teamwork and interpersonal interactions.121

•	 openness to experience: imaginative, intellectually curious, open to new ideas and 
change; predicts creativity and expatriate performance.122

Conscientiousness and emotional stability seem to predict overall performance for a wide 
range of jobs.123 These two “generalizable” traits seem to affect performance through “will do” 
motivational components. On the other hand, general mental ability affects performance in all 
jobs primarily through “can do” capabilities.124 Extraversion, agreeableness, and openness to ex-
perience are valid predictors of performance only in specific occupations or for some criteria.125 
Extraversion predicts performance in occupations where a significant portion of the job involves 
interacting with others, particularly when influencing others and obtaining status and power is re-
quired, such as in managerial and sales jobs.126 Agreeableness is a valid predictor when it comes 
to jobs involving a significant amount of interpersonal interaction, such as helping, nurturing, 
and cooperating with others. The trait might also be the single best personality predictor of who 
will and will not work well in a team.127 Employees who are argumentative, inflexible, unco-
operative, uncaring, intolerant, and disagreeable are likely to be less effective working in teams 
and also engage in more counterproductive behaviors, such as theft. One’s openness to new 
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experiences is a predictor of a person’s creativity and ability to adapt to change.128 Employees 
who are artistically sensitive, intellectual, curious, polished, original, and independent are likely 
to deal better with change and be innovative on the job.129

The Big Five are very stable over time, and seem to be determined in part by genetics.130 
Like all personality tests, the validity of the Big Five is not high enough to warrant the selection 
of applicants based solely on their personality test scores. Personality tests including the Big 
Five tend to have low adverse impact and may be able to alleviate the adverse impact caused by 
other assessment methods, such as cognitive ability.

Because job performance reflects many different behaviors, some scholars feel that broad 
dispositions such as the Big Five might best predict it. Some research has supported this proposi-
tion131 although the validities of the five traits are relatively low compared to other assessment 
methods. Conscientiousness is the most consistent predictor of performance across all occupa-
tions, with an average validity of .31,132 suggesting that conscientiousness may be a useful as-
sessment method for all jobs. Some research has suggested that conscientiousness and emotional 
stability are particularly useful for predicting performance for jobs higher in complexity.133

Some prominent scholars argue that the best criterion-related validities will result from 
matching specific traits (traits narrower than the Big Five) to specific job-relevant performance 
dimensions.134 When choosing a personality assessment, it is critical to match the trait to some 
aspect of job success in terms of both content and specificity. If a firm wants to predict broadly 
defined job success, broad traits, such as the Big Five, may be better predictors than narrower 
traits. If the firm wants to predict more specific job success dimensions and work behaviors, 
such as customer service skills, then narrower traits such as a person’s customer service orienta-
tion, sales drive, and social interests135 might have higher validity.

In addition to trying to find applicants with characteristics that fit the job, workgroup, 
and organization, new hire fit can also be maximized by screening out applicants with charac-
teristics that are related to poor fit or performance. Derailers are personality or other attributes 
that contribute to failure. Talent management and assessment expert Development Dimensions 
International, researchers Joyce and Robert Hogan, and others have identified several personal-
ity attributes that can emerge in times of stress that derail people’s chances of success. Being too 
micromanaging, too sensitive to criticism, too attention-seeking, or too moody, for example, can 
disrupt relationships and hurt performance. Identifying the derailers for a job and taking the time 
to weed out candidates who possess these undesirable traits can improve the chances for a good 
fit and successful hire.136

Faking can be an issue with personality assessments,137 although there is some evidence 
that applicants who try to enhance their personality test responses also try to manage other’s 
impressions of them on the job, which can actually help them perform the job better.138 When 
considering using any personality or values assessment, it is important to assess the test’s valid-
ity and adverse impact. No personality test will work for all jobs or for every company. How 
the assessment has held up to any legal challenges is also important, as are applicant reactions to 
its use. Buros Institute of Mental Measurements publishes a Mental Measurements Yearbook139 
that reviews a variety of commercially available cognitive ability tests as well as personality and 
other types of assessment tests.

Personality tests are easy to use, but applicants often react to poorly to them. Drug users, 
in particular, have been found to react negatively to them.140 The biggest legal problem with 
personality tests is based on privacy issues. For example, if the tests ask about invasive topics, 
such as a person’s religious beliefs and sexual preferences, that are not shown to be related to job 
success or to the job requirement being predicted, this can get firms into trouble.141

Psychological assessments designed for clinical or diagnostic use, such as the MMPI and 
California Psychological Inventories, should not be used to assess the personality of candidates 
except when jobs they are applying for could endanger the public safety, such as police officers, 
firefighters, and airline pilots. The courts have consistently ruled against the use of clinical psy-
chological assessments in the general business environment.142 The use of clinical personality 
instruments is also inconsistent with the ADA because the tests are designed to diagnose abnor-
mal behavioral patterns. The ADA states that an employer “shall not conduct a medical examina-
tion or make inquiries as to whether such applicant is an individual with a disability or as to the 
nature and severity of such disability.” Discuss the use of any psychological test with a qualified 
lawyer and assess its compliance with the ADA and other laws.143 Except in certain situations, 

derAiler

personality or other attribute that 
contributes to failure
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if an assessment reveals anything about an employee’s mental impairment or a psychological 
condition, even if it is unintentional, the ADA has been violated.144

About one-third of employers use personality testing for hiring and promotion decisions. 
The employment assessment market is currently worth about $2 billion, and prehire personality 
testing has been growing by as much as 20 percent annually. The increasing use of personality 
assessment has been driven in part by high unemployment increasing the number of applications 
submitted for open positions, particularly in the retail, food service, and hospitality industries. 
Automated personality assessments, which are often administered online, can help to quickly 
and cost-effectively prescreen applicants on job-related characteristics.145

inTeGriTy TesTs Why is integrity important? U.S. stores lose tens of billions of dollars each 
year to shoplifting and employee theft.146 Hiring employees less likely to steal or engage in other 
illegal or counterproductive behaviors can be particularly important for jobs requiring money 
handling (such as the jobs held by clerks, tellers, or cashiers) or handling controlled substances 
(such as the jobs held by police officers and security people). integrity tests are typically written 
tests that use multiple-choice or true/false questions to measure candidates’ attitudes about their 
trustworthiness, honesty, moral character, and reliability. Integrity tests can be clear purpose—
that is, they can openly assess integrity. The following is an example of a clear purpose question: 
“Did you ever write a check knowing you did not have enough money in the bank to cover it?” 
Alternatively, an integrity test can be general purpose and indirectly assess people’s integrity. 
The following is a general purpose question: “Do you like to take chances?”147

Integrity tests do not tend to result in adverse impact and appear to be unrelated to cogni-
tive ability. Accordingly, when used with cognitive ability tests, integrity tests can add validity 
to the selection process and reduce adverse impact. Faking also does not appear to be a problem 
with integrity tests. Perhaps dishonest applicants choose not to lie more than do honest appli-
cants because they feel that everyone is like themselves—dishonest. In other words, they might 
not think that they need to fake their answers because they believe that everyone is dishonest 
to some extent.148 It is also possible to embed items on an integrity test that detect faking. For 
example, although some people are consistently honest in all areas of their lives, respondents 
agreeing with items asking if they “always” engage in good behavior or “never” engage in bad 
behavior are often being dishonest.

As shown in Table 9-3, the validity of integrity tests averages .41. In terms of detecting 
counterproductive work behaviors, clear purpose integrity tests are more valid (.55) than general 
purpose tests (.32).149 Both tests predict more generally counterproductive behaviors, including 
absenteeism and disciplinary problems, better than they predict employee theft.150 Applicants 
also tend to react somewhat unfavorably to integrity tests,151 although, nondrug users have been 
found to react more favorably to the tests than drug users.152 Another issue with integrity tests 
that applies to all assessment methods is ethical in nature. Some of the people who score poorly 
on integrity tests are misclassified and wouldn’t have stolen from the company. Managers must 
decide if it is fair or ethical to use a test that incorrectly screens out good applicants.

Integrity tests are relatively inexpensive and can be administered any time during the hir-
ing process. Some companies screen all prospective applicants with integrity tests, and others 
only screen finalists.153 As with any assessment method, check that the test truly predicts coun-
terproductive work outcomes, including absenteeism, theft, and disciplinary problems before 
making the test part of the assessment process. Not all commercially available tests have been 
properly validated—that is, not all of them follow the American Psychological Association’s 
guidelines for using integrity tests.154 In addition, because theft is not a problem for all compa-
nies, sometimes the cost of integrity testing outweighs the gains a company achieves by reduc-
ing its employee-related theft.155 As with any assessment test, applicants’ privacy rights need 
to be protected. Integrity tests also have legal issues. Some states, including California and 
Massachusetts, limit the use of honesty and integrity testing in making hiring decisions.156

PolyGraPh TesTs A polygraph test measures and records physiological factors thought to be 
indicators of anxiety, including a candidates’ blood pressure, respiration, pulse, and skin conductiv-
ity, while the person answers a series of questions. Because anxiety often accompanies the telling 
of lies, polygraphs are thought to assess lying and honesty. However, if the person is anxious for 
other reasons, or can voluntarily control his or her anxiety level, the conclusions can be unreliable.
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The Polygraph Protection Act prohibits employers from requiring applicants or employees 
to take a polygraph test, using polygraph results for any employment decision, and discharging 
or disciplining anyone who refuses to take a polygraph. The only exceptions are for the military, 
police, private security firms, and controlled substance manufacturers. During theft, embezzle-
ment, or sabotage investigations that resulted in economic loss or injury to an employer, employ-
ees can be tested.157

Job knowledGe TesTs job knowledge tests measure a candidates’ knowledge (often tech-
nical) required by a job. These tests are often in multiple-choice, essay, or checklist format and 
can assess either the candidate’s knowledge of a job’s duties or experience level with regard to 
the job’s tasks, tools, and processes. An example is a test assessing an HR job applicant’s knowl-
edge of human resources. As shown in Table 9-3, job knowledge tests generally result in mini-
mal adverse impact and can be highly valid (average validity of .48), particularly for complex 
jobs.158 Many firms use job knowledge tests.

inTerViews Interviews are perhaps the most commonly used selection tool.159 Research has 
shown that organizations that use more quality staffing practices show higher levels of profit-
ability and sales growth160 and lower turnover161 than organizations that use fewer of them. 
When interview processes are effectively implemented they can enhance the selection process, 
resulting in the selection of higher-performing and better-fitting employees who will remain 
with a firm over a longer period of time.162

Interviews can assess a variety of skills, abilities, and styles, including people’s communi-
cation skills, interpersonal skills, and leadership style. Applicants react very well to interviews, 
and job seekers often rate interviews as the most job-related selection procedure.163 Doubletree 
Hotels used the results of interviews with 300 high- and low-performing employees and began 
screening candidates on the “dimensions of success” it identified. Based on interviews with res-
ervation agents, Doubletree identified seven dimensions for success on the job: practical learn-
ing, teamwork, tolerance for stress, sales ability, attention to detail, adaptability/flexibility, and 
motivation. Doubletree then designed specific interview questions to probe for these and other 
attributes.164

In addition to evaluating job applicants, interviews can also serve an important recruiting 
purpose and communicate information about the job and organization to applicants. Remember, 
applicants choose organizations as much as organizations choose applicants. However, it can be 
difficult for a single interview to serve both purposes. Often applicants being assessed are too 
distracted to focus on the recruiting information being conveyed to them. They are likely to learn 
more about a job and organization during interviews focused solely on recruitment.165 Thus, if 
a company decides to use interviews for recruiting purposes, the interviews should ideally focus 
exclusively on recruiting.

Some employers have also begun using tools such as Skype to conduct employment inter-
views over the web. This can save money, enable faster scheduling of interviews, and allow for 
the screening of a greater number of people. Web sites including HireVue let candidates quickly 
create video interviews to allow potential employers to interview more candidates faster and 
reduce costs. The employer simply e-mails a link to questions and the candidate records his or 
her responses via webcam.

There are several types of interviews used for candidate assessment, and next, we dis-
cuss some of the most common: unstructured interviews, structured interviews, behavioral inter-
views, and situational interviews.

Unstructured interviews ask questions that vary from candidate to candidate and that 
differ across interviewers. There are typically no standards for scoring or evaluating candidates’ 
answers, and they are not always highly job related. The interview questions are often casual 
and open ended (e.g., “tell me about yourself”) and can be highly speculative (e.g., “What do 
you see yourself doing in five to ten years?”). The interviewer often relies on his or her personal 
theories about what makes someone a good hire, such as personal appearance and nonverbal 
cues (whether or not the candidate fidgets or makes eye contact, for example), and makes a 
quick global evaluation of the candidate when the interview has finished. As shown in Table 
9-3, the reliability of unstructured interviews can be low (averaging .20 to .38) due to their lack 
of consistency, which reduces their validity. Many managers nonetheless like using unstructured 
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interviews because they feel that they are good judges of others, or believe that they have de-
vised clever (although unvalidated) ways of verbally evaluating candidates. Given their expense 
and the legal risks associated with asking nonstandardized questions that have not been validated 
or shown to be related to job success, it is hard to recommend unstructured interviews over 
structured ones.

structured interviews are interviews in which candidates are asked a series of stan-
dardized, job-related questions with predetermined scores for different answers.166 Because 
the same questions are asked in the same way for all applicants, and because raters are trained 
to consistently use the same rating scales to evaluate answers, structured interviews tend to be 
quite reliable and valid. As shown in Table 9-3, they have an average validity of as high as .63, 
and are liked by applicants.

They can be moderately expensive to develop. Nonetheless, research consistently dem-
onstrates that well-executed structured interviews result in good prediction of high-perform-
ing employees.167 One study determined that the use of structured interviews for a sales force 
reduced annualized turnover from 38.7 to 13.6 percent.168 Research has shown that properly 
implemented structured interviews used as part of a selection system can also reduce adverse 
impact169 and decrease related legal risks.170 A review of litigation outcomes shows that orga-
nizational defendants are much more likely to prevail in courts of law when using job-related 
structured interview formats.171 This is because structured interviews help to reduce distortions 
caused by interviewer bias, differences in the questions asked to applicants, and factors unrelated 
to the job, such as a candidate’s physical attractiveness, sex or race, and style of dress. Table 9-7 
outlines the steps involved in crafting a structured interview.

Interviewer training in consistently asking and scoring the interview questions, body 
language, note taking, and asking follow-up questions is key to the improved performance of 
structured interviews compared to unstructured interviews because of the importance of their 
consistent administration and scoring.172 As the U. S. Office of Personnel Management states, 
“It is essential to train the person who will administer the structured interview. Interviewer 
training increases the accuracy of the interview.”173

There are two types of structured interviews: behavioral and situational. The choice of 
behavioral or situational interview questions depends in part on the level of the prior work ex-
perience of candidates. When interviewing people with limited work experience, situational 
questions (e.g., “what would you do if…”) are likely to generate more insightful answers than 
behavioral questions (e.g., “what did you do when…”). We discuss behavioral and situational 
interviews in more detail next.

behavioral interviews are based on the idea that what applicants have done in the past is 
a better indicator of their future job success than what they believe, feel, think, or know.174 In 
a behavioral interview, the interviewer first asks a candidate to describe a problem or situation 
the person faced while working or any other relevant situation that highlights a particular skill, 
trait, or core competency. Then the candidate describes the action he or she took and the results 

structured interviews

interviews in which candidates are 
asked a series of standardized, job-
related questions with predetermined 
scores for different answers

behAviorAl interviews

interviews that use information about 
what the applicants have done in the 
past to predict their future behaviors

Table 9-7  Steps to Crafting a Structured Interview

 1. For	the	job	requirements	to	be	measured	by	a	structured	interview,	identify	the	actions	and	
behaviors	that	illustrate	each	qualification.	For	example,	what	does	leadership skills mean in 
the context of the job being filled? What do people with good and bad leadership skills do? 
What is the impact of different leadership strategies? Are different leadership approaches 
equally effective?

 2. Write questions that will generate relevant information about the degree to which 
candidates possess each job requirement.

 3. Create an answer key with benchmark responses for at least the high, middle, and low 
scores on the scale.

 4. Weight the benchmark responses based on the importance of each question relative to the 
others. Give more important questions greater weight relative to the other questions.

 5. Select and train interviewers to increase the interview’s standardization, reliability, and 
validity.

 6. Evaluate the effectiveness of the structured interview in terms of its validity and the 
reactions of stakeholders, including how fair and job related they perceive it to be.
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it generated. For example, to assess leadership skills, a candidate can be asked to describe an 
ineffective team she was on, what action she took, and what results she obtained. Factors such 
as a candidate’s work ethic, temperament, values, and general compatibility with the organiza-
tion can often be assessed in behavioral interviews. Table 9-8 shows an example of a behavioral 
interview question and scoring key.

Candidates rarely give the exact answers suggested in the benchmark responses. 
However, training can help interviewers determine how to score an applicant’s actual answer. 
Also, if a candidate has a limited work history or is unable to come up with an appropriate 
situation or problem, it can take skilled probing to obtain a scorable response. Behavioral 
interviews are most useful when it comes to evaluating job candidates who have employment 
experience. However, they can also be effectively used to assess candidates with little or no 
work experience. For example, McDonald’s believes that a well-run interview can identify an 
applicant’s potential to be a successful employee committed to delivering outstanding service. 
McDonald’s uses an interview guide that helps to predict how an applicant’s past behavior is 
likely to influence his or her future performance. The questions probe actual events or situ-
ations the candidate faced rather than allowing applicants to give a general or theoretical re-
sponse. The interviewer rates candidates on their responses and offers jobs to those who earn 
the highest ratings.175

As a job candidate, when preparing for behavioral interviews it can be useful to learn to 
use the STAR technique to help the recruiter effectively evaluate your response:

•	 Situation or Task: Describe a specific event or situation, giving enough detail for the 
 interviewer to understand the situation and what you needed to accomplish. The situa-
tion can be from a previous job, volunteer activity, or any relevant event. For example, 
“Advertising revenue was falling and clients were not renewing contracts.”

•	 Action that you took: Describe the actual action that you took. For example, “I designed a 
new Web site and promotional campaign. I also designed and delivered a customer service 
training session for our sales agents to develop selling and retention skills.”

•	 Results that you achieved: Describe what happened, how the event ended, what you ac-
complished, and what you learned. For example, “New advertisers increased 25 percent 
over the next three months and our retention rate decreased by half. We also regained 40 
percent of our former clients.”

Behavioral interviews are more reliable and substantially better at predicting job perfor-
mance than are unstructured interviews.176 Compared to unstructured interviews, behavioral in-
terviews have been shown to improve the average job performance of new hires177 and reduce 
subsequent employee turnover.178

Behavioral interviews also reduce the effects of interviewer biases.179 Research has found 
that interviewers are more influenced by the attractiveness of applicants and applicants’ attempts 
to create a positive impression of them in unstructured interviews than in structured ones.180

Many companies, including Southwest Airlines, use situational interviews, asking people 
not about their past behaviors but about how they might react to hypothetical situations and how 
they exemplify the firm’s core.181 Situational interviews have fairly high validities but are often 
slightly less valid than well-constructed behavioral interviews.182

As they do with behavioral interviews, job experts create a rating scale for a continuum of 
possible answers given during situational interviews. The answers range from excellent to poor 

situAtionAl interviews

asking people how they might react to 
hypothetical situations

Table 9-8  a behavioral Interview Question assessing a Candidate’s Persistence

Question: Tell me about a time when you were working on a project that you felt was important 
but that others thought was a waste of time. What did you do, and what was the result?
5—Excellent: I pursued the project despite the obstacles because I really believed in it. I 
wanted the project to succeed and I tried to find ways around problems.
4
3—Marginal: I continued working on the project but shifted my focus to other projects that had 
higher probabilities of success.
2
1—Poor: Once I felt that the project had low support, I stopped working on it.
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and link directly to the behavioral objectives determined by the job analysis. Excellent answers 
indicate probable success, marginal answers reflect probable difficulty, and poor answers in-
dicate probable failure in performing the related job task. Although the exact expert-generated 
answers are rarely given, interviewers are trained to score their responses meaningfully at some 
point on the continuum marked by these anchors. Table 9-9 illustrates a behavioral interview 
 rating scale that can be adapted for any type of structured interview.

One caution about behavioral and situational interviews is warranted. Web sites includ-
ing Vault.com and WetFeet.com provide extensive information about companies’ recruiting 
and hiring processes, actual interview questions, and summaries of the firms and their cultures. 
Companies’ own Web sites often describe the qualities they are looking for in new hires and 
what it takes to fit into their cultures. These resources make it possible for some job seekers to 
fabricate answers to interview questions they’ve anticipated.

How can an employer spot false stories and improve the validity of their behavioral inter-
views? They can do so by asking follow-up questions, curiously requesting more specific infor-
mation about the story, asking the candidate what he or she was thinking or feeling at the time, 
and asking what the candidate learned from the experience. This can make it more difficult for 
the candidate to fabricate a consistent story.183

case interviews give the candidate a situation, problem, or challenge and ask him 
or her to address and resolve it. The case problem could be a current challenge or situation 
the organization is facing or has faced in the past. The candidate then asks the interviewer 
questions to better understand the situation, gather relevant information, and develop a solu-
tion or recommendation. Case interviews are popular for assessing candidates for consulting 
positions and jobs that require strategic thinking, problem-solving, logical reasoning, and 
analytical skills. In a case interview, the reasoning process is typically more important than 
the actual answer. Case interviews are sometimes done as a group exercise in which the 
interviewer(s) watch a group of candidates discuss the case and agree on a solution. Deloitte 
provides candidates with case interview tips and practice cases on its Web site to help them 
prepare and do their best.184

Whenever interviews are used, interviewers should be trained in the purpose of the inter-
view, the interview protocol, the scoring process, and how to behave during the interview to put 
the candidate at ease and acquire the most accurate information. In addition, when an interview 
session is scheduled it should include 10–15 minutes after the candidate leaves to allow the inter-
viewer to fill out his or her notes and make final ratings on the scoring dimensions. Interviewers 
should be trained in taking abbreviated notes to prevent intimidating and distracting the candi-
date during the interview.

siTuaTional JudGmenT TesTs Like situational interviews, situational judgment tests 
measure job candidates’ noncognitive skills. Short scenarios are presented verbally, in writing, 
or in videos, and candidates are asked what they believe is the most effective response, or to 
choose the best response from a list of alternatives. The tests have a moderate validity of about 
.34. The FBI uses situational judgment tests to measure candidates’ integrity, and their ability to 
organize, plan, prioritize, relate effectively to others, maintain a positive image, evaluate infor-
mation and make decisions, and adapt to changing situations.185
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situAtionAl judgment tests

measures of noncognitive skills; short 
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Table 9-9  a Situational Interview Question assessing a Candidate’s Communication Skills

Question: Imagine that you are currently very busy working on several important projects with firm 
deadlines, but your supervisor brings you a stack of unrelated paperwork to complete that you feel is 
unrelated to any of your projects. In addition, you are certain that attending to this new paperwork will 
cause you to miss several project deadlines. What would you do?
5—Excellent: Explain the conflict to my supervisor and try to identify and discuss alternatives. It would be 
important to me to ensure that any changes were acceptable to both my manager and myself.
4
3—Marginal: Tell my supervisor about the conflict.
2
1—Poor: Accept the conflict as part of the job and do the best I can.
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Job simulaTions Many job candidates look good on paper or during interviews. The ques-
tion is, can they really do the job successfully? job simulations measure people’s job skills by 
having them perform tasks similar to those performed on the job. Simulations can be verbal, re-
quiring interpersonal interaction and language skills, such as a role-playing test for a call center 
worker. Motor simulations involve the physical manipulation of things, such as an assembly task 
or a test to see if a candidate can properly operate a machine. Multiple, trained raters and detailed 
rating systems are typically used to evaluate and score candidates.

Simulations also differ in their degree of fidelity, or the similarity between the scenario and 
the actual job tasks. In high-fidelity tests very realistic scenarios and often expensive equipment, 
such as flight simulators, are used. Cleveland-based bank National City Corporation’s dynamic 
simulation uses interactive experiences with both video and audio.186 Low-fidelity tests simulate 
the task via a written or verbal statement, to which candidates respond verbally or in writing. 
(Behavioral interviews can be a type of verbal, low-fidelity simulation.)

Simulations can be highly valid (averaging .54) and generally result in minimal adverse 
impact. Job candidates also tend to like them because they are highly job related. Because of 
their expense, particularly for high-fidelity simulations, some firms choose to use simulations 
later in the assessment process after the pool of applicants has been reduced. If a company plans 
to train new employees, then using simulations will probably be less appropriate. The use of sim-
ulations is rising, particularly for jobs in manufacturing, sales, health care, and call centers.187

L’Oréal uses an online simulation that simulates real-world market conditions. Student 
teams log on to the Internet and “become” general managers of a cosmetics company. They 
decide how much to invest in research and development, how much to spend on marketing, and 
find ways to cut production costs without compromising quality. The game responds to every 
move by showing players how their decisions affect their simulated company’s virtual share 
price.188 KPMG’s simulation presents real-life scenarios to candidates and asks them how they 
would handle it, and gives them 2½ minutes to type in a response to questions including, “how 
would you improve morale on your team?”189

Prudential Realty uses a simulation that shows videos of actors posing as homebuyers. 
The actors “talk” to the aspiring realtors, who then choose from a list of what they consider the 
best response to the situation. Prudential feels that it can teach new real estate agents sales skills, 
but they still need certain personality traits to succeed in the business. The simulation reveals 
whether job applicants have those traits or not. In their first year, high scoring agents earned 
over 300 percent more than those who scored low.190 Simulations can also serve as a recruiting 
tool—one real estate firm places a monthly newspaper ad that states, “Test Drive a Career in 
Real Estate Today” and directs readers to the company’s Web site to do a simulation.191

Because they seem so job relevant, it can be tempting to overweight simulations in mak-
ing screening decisions and ignore other components of the recruitment process. Experts rec-
ommend balancing simulation results with interviews, written assessment tests, and reference 
and background checks. No matter how well Prudential job applicants perform on the realtor 
simulation, they must still do well at an interview. At L’Oréal, the top-performing teams make 
a presentation to a panel of judges during which they explain their business strategy and try to 
convince L’Oréal to invest in their fictitious companies. The presentation helps L’Oréal assess 
candidates’ personalities and communication skills.192

Some games have been created to assess cognitive skills including adaptability and emo-
tional intelligence. The assessment firm Knack created a game called Happy Hour that challenges 
participants to tell what drink each of a growing mob of customers wants based on their facial 
expressions. Each drink must be made and served, and each used glass washed within a short 
period of time. People playing the game well enough might win a real job.193 Depending on their 
cost, simulations can be used at any time in the assessment process, although more expensive 
simulations are often reserved for use later in the process to assess a smaller group of candidates.

work samPles Work samples require a candidate to perform observable work tasks or job-
related behaviors to predict future job success. Work samples can include simulations, giving 
candidates an actual job task to perform, or even probationary hiring. The sandwich chain Pret 
A Manger pays potential employees to work for a day before the existing team votes them in or 
out.194 The samples can also simulate critical events that might occur on the job to assess how 
well a candidate handles them. A candidate for a 911 dispatch center might be asked to handle 

job simulAtions

simulations that measure people’s job 
skills by having them perform tasks 
similar to those performed on the job

work sAmples

require a candidate to perform 
observable work tasks or job-related 
behaviors to predict future job success

M09_PHIL3491_03_GE_C09.indd   283 12/09/14   7:24 PM



284	 Chapter	9	 •	 Assessing	External	Candidates

calls from distraught people and handle a high volume of calls to assess how they respond. Work 
samples can also take the form of a picture or description of an incident. A candidate then re-
sponds to a series of questions and indicates the decisions he or she would make and actions he 
or she would take. Job experts then score the test. Although they can be expensive to develop 
and administer, particularly in the case of probationary hiring, work samples tend to be highly 
reliable and can have high validity and low adverse impact if done well.

Work samples do not measure applicants’ aptitudes, only what they are able to do at the 
current time. Work-sample trainability tests provide candidates with a period of training prior 
to being tested. They are then evaluated while completing the work sample. Work sample train-
ability tests are useful when the company intends to extensively train new hires.

As shown in Table 9-3, work samples have an average validity of .33, low adverse impact, 
and are generally received well by applicants. The difficulty of faking on-the-job proficiency 
helps to increase the validity of work samples. They are most useful for jobs and work tasks that 
can be completed in a short period of time. The tests are less able to predict a person’s perfor-
mance on tasks that take days or weeks to complete. A person’s portfolio is a type of work sample. 
However, it can be faked if not done while a company representative is watching. Someone else 
could have created the “great” samples a candidate brings in as representative of his or her work.

Assessment centers that put candidates through a variety of simulations and assessments 
to evaluate their potential fit with and ability to do the job are one type of work sample. As 
shown in Table 9-3, assessment centers have an average validity of .37 and low adverse impact, 
although they tend to be expensive and are one of the more difficult assessment methods to use. 
We discuss assessment centers in more detail in Chapter 10.

reFerence checks Reference checks can reveal information about a candidate’s past perfor-
mance or measure the accuracy of the statements a candidate makes in an interview or on his or her 
résumé. Individuals familiar with the person—usually people referred by the job  candidate—are 
asked to provide confirmation of a candidate’s statements or an evaluation of the job candidate. 
Applicants generally expect reference checks as a part of the hiring process. A survey found that 
80 percent of employers do contact references when evaluating potential employees, and 16 percent 
of these employers will contact references before offering a candidate a job interview.195 Although 
many previous employers are unwilling to provide extensive information about a candidate due to 
the risks of a defamation lawsuit, references should still be contacted because not checking them 
increases the risk that an organization will be accused of negligent hiring. Sometimes employees 
who have relocated but who have worked with the candidate in the past can provide useful infor-
mation. Reference checks have low adverse impact but have a relatively low average validity of 
.26. The validity might be greater if candidates’ references were more candid.

Rather than asking general questions about the candidate, asking references for relevant 
information about the indicators of success that you have established for the job can generate 
more useful information, as can asking questions about the types of situations and work environ-
ments in which the candidate would excel. Sometimes more detailed questions can get a better 
response from reluctant references. One expert suggests setting up scenarios so the supervisor 
can better understand the context of your question, such as:196

•	 I’m	wondering	what	kind	of	environment	would	be	the	best	fit	for	Kim.	Do	you	recom-
mend a more structured environment, with clear guidelines and close supervision, or would 
she excel in a more self-directed culture?

•	 Some	people	constantly	reinvent	their	jobs	and	willingly	assume	responsibilities	beyond	
their job description. Other people are only interested in performing their job duties and 
little else. Can you tell me where Manuel fits on that continuum?

•	 We	often	struggle	to	find	the	ideal	balance	between	quality	and	production.	If	John	leaned	
in one direction more than the other, would you say it was toward quality or quantity?

One trend in reference checks is the use of online software to collect standardized informa-
tion from candidates’ references. This process avoids phone calls, speeds up the reference check 
process, and increases references’ response rate. For example, after being sent an e-mail request 
from SkillSurvey.com to serve as a reference for a particular candidate, the reference clicks on 
a link and answers a variety of questions on the candidate using a numeric rating scale. The 
surveys can be customized for different jobs, and essay boxes can also be included to collect 
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additional information about the candidate. Candidates must sign a legal waiver releasing their 
references and companies from any and all claims resulting from the disclosure of the informa-
tion provided in the reference. All responses are electronically aggregated into a summary report 
and references are told that they will be responding as individuals, not as representatives of any 
company, to improve rating accuracy. Because numeric ratings are given, reports comparing 
each candidate to the group can be easily generated.

The laws related to doing reference checks differ by state. Some states, including Wisconsin, 
broadly protect employers giving factual information as part of reference checks. Because other 
states are less employer-friendly, it is wise to become familiar with your local and state laws.

Although many companies use reference checks as a contingent assessment method, it can 
be helpful to contact a person’s references earlier in the assessment process. Reference checks can 
generate valuable information about a candidate’s previous work responsibilities and performance, 
help rank candidates, and assist in making your final decision. It is a good idea to check at least 
three references for each candidate, with one of those three being a direct supervisor. It is also 
important to know that it is not uncommon for applicants to include false or misleading references 
on their résumés.197 One survey found that 29 percent of employers had found fake references on 
job applications.198 Companies even exist that will provide false employment references for a fee.

A growing trend related to reference checks is recruiters’ use of social networking sites 
like Facebook or MySpace to screen job candidates. Recruiters look for anything from unpro-
fessional screen names, discriminatory remarks, communication skills, and qualifications.199 It 
is important to remember that information posted on these sites can often be found years later, 
highlighting the importance of using your profile to consistently communicate a professional 
image to professional employers. Another trend to be aware of is the presence of Web-based 
services that offer fake work histories and references to job seekers.200

When thinking about how to list as a reference on your own résumé, focus on people you 
regularly worked closely with who would be likely to speak highly of your performance rather 
than an acquaintance with an impressive title. If called by a recruiter, you want a reference to be 
able to provide positive and specific information about your job performance and what you are 
like as a coworker. It is also very helpful to ask anyone you would like to list as a reference for 
permission to do so, explain why you chose them, and help them know what you’d like them to 
say on your behalf. 201

social media checks Some recruiters use their social network to research candidates’ social 
media sites, including Facebook. Some recruiters have even asked candidates for their passwords 
so that they can log in to candidates’ Facebook accounts. This information is often not job related as 
it is posted with recruiters in mind, however, and risks learning about protected characteristics in-
cluding race, genetic history, or religion. Some states, including Illinois, California, and Maryland, 
have established laws prohibiting employers to require a prospective employee to provide their 
user name, password, or other information needed to access social media sites including Facebook 
and Twitter.202 Facebook’s privacy policies also prohibit the forced sharing of this information.203

GraPholoGy Some employers use handwriting analysis in staffing decisions. graphology 
includes any practice that involves determining personality traits or abilities from a person’s hand-
writing. We do not recommend graphology as an assessment method because it has been found to 
have little or no validity.204 Applicants tend not to like the use of graphology205 and find it invasive 
if they’re not being told their handwriting is being used to assess them.206 Courts also tend not to 
like graphology207 because it can result in people with physical and emotional handicaps being 
discriminated against, violating the ADA.208 A good rule of thumb is that if an individual who has 
an ADA-defined disability cannot take a test, then it should not be used unless it can be adapted 
for use by those individuals. Handwriting analysis clearly falls into the group of tests that cannot 
be adapted to be administered to individuals who fall within one or more ADA-defined disabilities.

contingent assessment methods

medical and druG TesTs Because of the potential to violate applicants’ privacy and the 
importance of legal compliance, medical tests, including drug tests, should be used with great 
care. Medical exams are usually used to identify a job candidate’s potential health risks and must 
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assess only job-related factors consistent with a business necessity.209 The ADA regulates the 
use of medical exams to prevent employers from screening out individuals with disabilities for 
reasons unrelated to job performance. Nonetheless, the medical information for all employees 
hired in the same job category should be assessed, regardless of whether or not the employee has 
a disability.210 A survey investigating new hire medical testing found that 60 percent of the U.S. 
firms surveyed required medical exams for at least some jobs.211 The most common medical test 
used is drug testing, and the most frequently given reason for drug testing is to establish an ap-
plicant’s ability to perform the job tasks he or she would be assigned.212

Genetic testing is a type of testing that can identify people genetically susceptible to cer-
tain diseases that could result from exposure to toxic substances in the workplace, such as chemi-
cals or radiation. Although some companies have experimented with genetic screening, with the 
passage of the Genetic Information Nondiscrimination Act of 2008 (GINA), it is now illegal to 
deny U.S. citizens jobs simply because they have an inherited illness, or a genetic predisposition 
to a particular disease.213

Any medical information obtained should be kept confidential and stored separately from 
other applicant and employee files.214 Medical tests can be administered only after all other ap-
plication components have been cleared and a job offer has been extended. Only by making the 
job offer contingent upon passing the drug or other medical test is it possible for an applicant 
to tell whether he or she was rejected on the basis of a disability and not because of insufficient 
skills or experience.

The timing of a medical test is also critical. The courts have made it clear that an appli-
cant’s medical information should be the last information collected after making a contingent 
job offer. Some companies find themselves in legal trouble just for failing to follow the required 
legal sequence. One company had not completed the background checks on some of its ap-
plicants before asking them to take medical and blood tests. When some of these individuals 
were found to be HIV-positive but had not revealed it prior to the medical exam, the company 
rescinded the offers made to them, citing that the applicants had not been forthright about their 
condition. Three candidates sued the company, and the court determined that it did not matter 
whether the candidates had been forthright about their health condition. The court concluded that 
administering the medical tests before the background check was complete made it difficult for 
the applicants to determine whether they had been denied employment because of issues with 
their background checks or with their physical exam.215

Drug tests are an assessment method that has generated great debate. Opponents of drug 
testing often cite privacy concerns, the fact that drug tests sometimes are wrong, and numerous 
studies questioning the cost-effectiveness of drug tests. On the other hand, the cost of drug and 
alcohol abuse costs employers billions of dollars every year. Some of the costs of employee drug 
and alcohol abuse are obvious (e.g., increased absences, accidents, and errors). Less obvious 
costs, including low employee morale, increased health care costs, increased workers’ compen-
sation claims, and higher turnover, can be equally harmful.216

Drug testing is not required under the Drug-Free Workplace Act of 1988. Although many 
state and local governments have statutes that limit or prohibit workplace testing unless required 
by state or federal regulations for certain jobs, most private employers have the right to test for a 
wide variety of illegal substances. Familiarizing yourself with all relevant state and federal regu-
lations that apply to your organization is essential before designing a drug testing program.217 
Some collective bargaining agreements also affect firms’ drug testing policies.

An organization should have a clear drug testing policy in place before conducting drug 
tests. The policy should address issues such as who will be tested, the consequences of a posi-
tive test, what substances will be tested for, when the testing will be conducted, cutoff levels, 
safeguards, and confirmation procedures. Candidates should be informed of the policy and its 
details. The Department of Labor has online tools and information to help employers develop 
sound drug testing policies and effective, balanced drug-free workplace programs that go be-
yond drug testing.218

backGround checks A background check assesses factors such as a person’s personal 
and credit information, character, lifestyle, criminal history, and general reputation. Unless a 
business is involved in national defense or security, background checks must be relevant to the 
nature of the job and job requirements. Employers must tell people when they apply for a job that 
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background checks will be conducted, and the applicants must first give their written consent.219 
Staffing professionals need to fully document all background checking efforts and any contact 
they have had with candidates’ former employers, supervisors, and references.

Preemployment background checks for misdemeanor and felony convictions or other of-
fenses are routine in many industries, including the financial services, health care, childcare, 
and eldercare industries. In the United States, criminal records are archived at the county level. 
Consequently, to do a background check, you must search the criminal records in each county 
where the job candidate has lived. Because this is burdensome, many companies prefer to out-
source background checks to qualified firms. Because crimes committed posthire could contrib-
ute to a negligent retention charge, at least one such background-checking firm, Verified Person, 
sends its clients automated biweekly updates that alert them to any new misdemeanor or felony 
convictions committed by their employees.220

Because criminal history checks can lead to adverse impact based on race and national 
origin, the EEOC has issued guidance in their use.221 A conviction usually serves as sufficient 
evidence that the candidate engaged in the criminal conduct. An arrest does not establish that 
criminal conduct occurred; excluding a candidate based on an arrest, in itself, is not job related or 
consistent with business necessity. However, the conduct underlying the arrest may influence an 
employment decision if the conduct makes the candidate unfit for the position. It is critical that 
criminal history information be treated consistently for all applicants and employees to avoid 
disparate treatment liability, and that specific offences be identified that may demonstrate unfit-
ness for each job.

Organizations are also using online searches to learn about job candidates. Using a search 
engine like Google to find information about a candidate can uncover additional information 
about them. Job candidates have even been denied job offers due to unprofessional content 
placed on social networking sites, such as Facebook and MySpace.222 Because so much Internet 
content is archived, employers can access information about a candidate that goes back many 
years. Legislation has been introduced in many states to prevent employers from forcing candi-
dates to provide passwords to personal accounts including LinkedIn.223

A consumer report (credit check) contains information about an individual’s personal and 
credit information that can give you insight, or clues, about a person’s character.224 If the re-
ports comply with the Fair Credit Reporting Act (FCRA), employers can use them when hiring 
new employees and when evaluating employees for promotion, reassignment, and retention. The 
FCRA protects the privacy of consumer report information and guarantees that the informa-
tion supplied by consumer reporting agencies is as accurate as possible. A job applicant must 
give written consent before a background check of his or her credit can be conducted. Even if a 
candidate has had poor credit in the past, employers cannot use this information in their hiring 
decisions if it is more than seven years old unless it applies to the hiring of high-profile job can-
didates who earn $75,000 or more.225 Any credit data from consumer credit reports must be de-
stroyed after they have fulfilled the “business purpose.”226 The FTC’s Web site (www.ftc.gov) 
provides more information on the requirements of the Fair and Accurate Credit Transactions 
Act. State requirements generally supersede federal requirements and can be even stricter.

Amendments to the FCRA that went into effect September 30, 1997, significantly in-
crease the legal obligations of employers who use credit checks. Congress expanded employ-
ers’ responsibilities because it was concerned that inaccurate or incomplete consumer reports 
could cause applicants to be denied jobs or employees to be denied promotions unjustly. The 
amendments ensure (1) that individuals are aware that consumer reports may be used for em-
ployment purposes and agree to such use, and (2) that an individual be notified promptly if 
information in the person’s consumer report results in a negative employment decision.227 To 
be covered by the FCRA, a report must be prepared by a consumer reporting agency (CRA) 
that assembles such reports for other businesses. For sensitive positions, employers often 
order investigative consumer reports that include interviews with an applicant’s or employee’s 
friends, neighbors, and associates. All these types of reports are consumer reports if they are 
obtained from a CRA.

If negative information is found, the employer must give the job applicant an “adverse ac-
tion notice” that includes the screening company’s name and contact information and explains 
that the applicant can dispute the information for either accuracy or completeness. Applicants 
must also be given a fair amount of time to contest the findings.228 Job seekers can check the 
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accuracy of and correct errors in their background reports and credit histories by researching 
them themselves. MyBackgroundCheck.com and MyJobHistory.com both allow individuals to 
perform background checks on themselves and provide their potential employers with certifi-
cates that verify their degrees, and their credit, employment, and criminal history.

Improperly documenting information gathered as part of a background check can ex-
pose an employer to potential lawsuits. A case in point: When Interim Healthcare of Fort 
Wayne, Indiana, was accused of negligently hiring and retaining a home nursing aid, it could 
not show evidence of having conducted a proper background check on its employee.229 Fully 
documenting its background-checking efforts may have absolved Interim Healthcare of the 
accusations.230

It should be noted that an employer does not have to prove that allegations of misconduct 
leading to an adverse employment decision are true as long as it conducts a proper investigation 
and acts in good faith on the information that it obtains. Thus, an employer can greatly reduce its 
potential liability for negligent hiring just by conducting a reasonable background check. Even 
if an employer is not able to actually obtain any information about a candidate from a previous 
place of work, going through the investigative process and documenting it well will go a long 
way toward reducing the firm’s liability.231

usinG mulTiPle meThods

As we explained in the last chapter, most organizations use multiple tools to assess candidates—
perhaps a résumé screen, an interview, personality or skills assessments, reference and back-
ground checks, and some form of simulation. Renda Broadcasting in Pittsburgh, Pennsylvania, 
regularly hires advertising sales representatives to work in the firm’s 25 radio stations. In addi-
tion to a three- or four-stage structured interviewing process, candidates make a final presenta-
tion to the sales manager and general manager of the station to assess their communication skills 
before a job offer contingent on background checks and drug screens is made.232

Obviously, few assessment methods are appropriate for all purposes. For example, job 
knowledge tests and assessment centers probably wouldn’t be appropriate for low-level jobs or 
jobs for which extensive training will be provided to candidates after they are hired. Similarly, 
personality tests will differ in terms of their usefulness for different jobs. Also, as we have 
indicated, firms should consider how applicants will react to the assessment methods used— 
applicants who have positive perceptions about a company’s selection processes and view them 
as fair are more likely to view the company favorably, accept its offers, and recommend the 
employer to others.233

Like Southwest Airlines, Nucor Steel uses written tests and in-depth interviews to evaluate 
job candidates. It also relies on the expertise of industrial psychologists, who frequently visit the 
company’s plants to screen applicants and evaluate employees. Nucor’s highly entrepreneurial, 
extremely performance-oriented, tough culture means that smart minds are more important than 
big muscles. Because this environment is not for everybody, Nucor works extra hard to find the 
right people.234

Can you imagine receiving a job offer after only a 15-minute interview? What would you 
think of a company that did this? Obviously, more extensive assessment procedures reflect a 
concerted effort on the part of the company to match candidates with the right jobs. Thus, more 
rigorous assessment procedures tend to impress good candidates, rather than turn them off. The 
methods of combining the scores from multiple assessments are discussed in Chapter 11.

reducinG adVerse imPacT

Some of the most useful assessment methods for predicting job performance often result in 
 adverse impact. (As we explained, cognitive ability tests are one such method.) U.S. courts 
have ruled that it is not permissible to adjust members of a protected group’s scores to reduce 
the assessment method’s adverse impact. For example, race norming, or adjusting scores on a 
standardized test by using separate curves for different racial groups, is illegal. Race norming 
could award a minority applicant for a job with a test percentile score of 48 the same score on 
a test as a white applicant scoring in the 75th percentile. The Civil Rights Act of 1991 prohibits 
score  adjustments, the use of different score requirements for different groups of test takers, or 
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alteration of employment-related test results based on the demographics of the test takers. That 
said, there are some strategies you can use to try to reduce adverse impact (although not all of 
them will necessarily be successful):

•	 Target	applicants	to	increase	the	numbers	of	qualified	minority	applicants	who	apply	with	
your firm.

•	 Expand	the	definition	of	what	constitutes	a	good	job	performance	to	include	other	perfor-
mance characteristics, such as people’s commitment and reliability, in addition to their 
task performance.

•	 Combine	 predictors	 to	 reduce	 adverse	 impact,	 although	 this	 does	 not	 always	 work.	
Suppose, for example, a cognitive ability test predicts on-the-job performance but dis-
criminates against women. In this case, using the test in conjunction with another valid 
assessment method that either does not have any adverse impact based on sex or that dis-
criminates against men can reduce or eliminate the adverse impact of the cognitive ability 
test when the two predictors are used together.235

•	 Use	well-developed	simulations	rather	than	cognitive	ability	tests.
•	 Use	assessment	methods	with	less	adverse	impact	early	in	the	selection	process	and	those	

with greater adverse impact later in the process, if only a few applicants will be ultimately 
hired (the selection ratio will be low).

•	 Use	banding—that is, assign the same score to applicants who score in the same range on 
an assessment. For example, candidates that score in the 93 to 100 percent range would be 
placed in the “A” band; those that score in the 85 to 95 percent range would be placed in the 
“B” band, and so forth. You could then use only the banded score to compare  applicants—
this technique can reduce an assessment’s adverse impact but will also reduce the validity 
of the test.

assessmenT Plans

Companies use many different methods to assess job candidates. How should a firm choose 
which to use? An assessment plan describes which assessment method(s) will be used to 
assess each of the important characteristics on which applicants will be evaluated, in what 
sequence the assessments will take place, and what weight each assessment will receive in 
determining an overall score for that characteristic based on the importance of each char-
acteristic to a person’s job performance. The characteristics that candidates will be trained 
to develop after being hired won’t be assessed nor listed in the plan. However, any existing 
qualifications required to qualify for the training program should be assessed. Table 9-10 
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Table 9-10 an example of an assessment Plan for an accountant

assessment Method and Its Sequence in the assessment Process

Characteristic

Importance of 
Characteristic 
to Job 
Performance 
(1 = most 
important)

Select (S) 
Train (T) Résumé

Phone 
Screen

accounting 
and bud-
geting Test

Recruiter 
Interview Simulation

Hiring 
Manager 
Interview

Customer focus 1 S 1 (.15) 2 (.15) 3 (.20) 4 (.25) 5 (.25)

Accounting skills 1 S 1 (.15) 2 (.15) 3 (.40) 4 (.30)

Budgeting skills 1 S 1 (.20) 2 (.20) 3 (.25) 4 (.35)

Time management skills 2 S 1 (.30) 2 (.40) 3 (.30)

Delegating skills 2 S 1 (.20) 2 (.40) 3 (.40)

Ability to use company’s 
accounting software

3 T

Attention to detail 3 S 1 (.25) 2 (.25) 3 (.50)
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shows an example of an assessment plan for an accountant. The weights for each assessment 
method are based on the job analysis ratings of the relative importance and relative time spent 
on each dimension.

Which assessment methods are used and when is up to the company depending on its 
goals. Sometimes firms use cheaper assessment methods first and more expensive methods later 
when fewer candidates remain under consideration. To quickly reduce very large candidate 
pools to a more manageable size, it can make sense to use the lowest cost assessment methods 
first, or those assessing candidates’ abilities to perform essential job functions. It can also be a 
good idea to use the most valid assessment methods first, or methods that encourage candidates 
to self-select—that is, prompt those people who would likely drop out of the hiring process later 
on to drop out earlier. Some companies require candidates to visit the careers sections of their 
Web sites for this very purpose.

The weights to be given each assessment score are in parentheses next to each number and 
total 100 percent across each row.

Referring to Table 9-10, the numbers under each assessment method indicate the order in 
which the various assessment methods will be used to assess each characteristic. Reading across 
the first row, consumer focus is one of the top three characteristics relevant to internal accoun-
tants’ job performance, and it will be assessed rather than trained posthire. Consumer focus is 
first assessed via a résumé scan, then through a phone screen. A recruiter interview, simulation 
performance, and hiring manager interview then further assess each candidate’s customer focus. 
In terms of combining each of the assessment scores into one rating for each characteristic, 
weights are given to each assessment score (shown in parentheses next to each number) that 
total 100 percent for each characteristic being assessed. In this case, customer focus assessed via 
the résumé and phone screen will each be weighted .15, via the recruiter interview .20, via the 
simulation .25, and via the manager interview .25. In determining an overall candidate score that 
can be used to compare candidates, each characteristic is weighted based on its importance to job 
performance (based on the relative importance and relative time spent information about each 
job duty collected during the job analysis). In this case, the characteristics rated 1 in importance 
might each be weighted .20, those rated 2 might each be weighted .15, and the one rated 3 might 
be weighted .10.

Flexibility may be required if an assessment plan is to be used globally. Legal, cultural, 
and structural differences across countries can prevent policies and practices from being stan-
dardized around the world. What is most important is to standardize what is assessed, but also to 
assess it flexibly based on local needs and requirements.236

Facebook’s Hiring Process

In evaluating job applicants Facebook tries to understand a person’s abilities as both a professional 
and as a colleague. To execute its innovation strategy, the company wants people who are curious, 
self-motivated, innovative, and who can understand complex ideas.237 Because teamwork is important, 
person-team fit is also evaluated.

After being screened by a recruiter to evaluate previous work experience, leadership roles, and 
what the applicant has built in the past, candidates are given a phone interview with a potential co-
worker to assess job fit, skills, interests, and motivation. If that stage is passed, multiple interviews 
are conducted by the members of the candidate’s potential work team during an on-site visit to the 
Facebook campus. The focus of these interviews is on evaluating both job skills and culture fit. 
Candidates do a lot of coding during their interviews. Technical skill challenges are presented, and 
candidates are asked to write code on a whiteboard.238 Facebook looks for people with strong technical 
skills who fit the group and put the user first. Because culture fit is so important, being referred by a 
Facebook employee also helps.239 Facebook ultimately lets each work group make a collective deci-
sion on who to hire.240

Facebook’s internship program helps to evaluate talented students, and it also invites top talent 
to apply. Facebook also created a programming challenge that invites potential software engineering 
 applicants to take a timed challenge. If their code passes the test, a recruiter contacts them. To deter code 
sharing, code that is too similar to that of another applicant disqualifies both applicants.241
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Summary

The primary goal of external candidate assessment is typically 
identifying the job candidates who fit the person  specification 
for the job being filled, and to identify people who would likely 
be poor performers and screen them out. The assessment  system 
should also evaluate candidates’ fit with the organization, group, 
and supervisor and their ability to contribute to business strategy 
execution. This allows a firm to identify the job candidates best 
able to perform the open job and best able to help the company ex-
ecute its business strategy and enhance its competitive advantage.

There are a variety of important goals organizations have 
when assessing external job candidates, including return on 
 investment, shareholder reactions, establishing and reinforcing 
the firm’s employer image, and complying with legal require-
ments by using valid assessment methods in a fair, consistent, 
and objective manner.

Companies can choose from many different assess-
ment methods to assess job candidates. The choice should 
be based on which methods best assess the applicant charac-
teristics or competencies identified as important during the 
job analysis as well as the ability of the assessment method 
to meet other important goals of the external assessment 
process. Because different methods are good at assessing 
different things, and differ in their cost, validity, applicant 
reactions, and adverse impact, it is often necessary to use 
more than one assessment method. Even though an assess-
ment method results in adverse impact, if it does a good job 
predicting job success, it may be worthwhile to analyze the 
usefulness of various strategies to reduce its adverse impact 
so that it can continue to be used.

Takeaway Points

 1. A firm’s external assessment goals include person-job, person-
group, and person-organization fit as well as validity, return on 
investment, stakeholder reactions, consistency with the firm’s tal-
ent philosophy and HR strategy, and establishing and reinforcing 
the company’s employer image.

 2. A wide variety of assessment methods exist, including résumés, 
medical tests, cognitive ability tests, job knowledge tests, simula-
tions, and interviews. Assessment methods differ in terms of their 
cost, validity, how applicants react to them, usability, speed, and 
adverse impact.

 3. The adverse impact associated with an assessment method can 
sometimes be reduced by targeting applicants to increase the num-
bers of qualified minority applicants who apply and by expanding 
the definition of what constitutes good job performance to include 

other performance characteristics, such as people’s commitment 
and reliability, in addition to their task performance. Also, using 
well-developed simulations rather than cognitive ability tests and 
using assessment methods with less adverse impact early in the 
selection process and those with greater adverse impact later in 
the process can also help as can banding applicants as they’re 
assessed.

 4. The assessment plan describes which assessment methods will be 
used to assess each of the characteristics upon which applicants 
will be evaluated, in what sequence the assessments will take place, 
and what weight each assessment will receive in determining a can-
didate’s overall score. The importance of each characteristic to job 
performance is also identified, as is whether each characteristic will 
be evaluated or trained for after a candidate is hired.

Discussion Questions

 1. Discuss the different kinds of roles in which an assessment of a 
person–group fit would be considered very important.

 2. Discuss the advantages and disadvantages of both structured and 
unstructured interviews. Which would you prefer to use? Why?

 3. What criteria would you consider before finalizing an assessment 
method to select prospective candidates? Discuss with the help of 
an example.

 4. What do you feel are the least effective external assessment  
methods? Why?

 5. Do you think that it is appropriate for employers to research  
applicants’ backgrounds? What about credit histories? Substantiate 
your answer.

Exercises

 1. Strategy Exercise: There are many consulting firms that specialize 
in candidate assessment and selection.

Johnson & Johnson (J&J) is the world’s most comprehen-
sive and broadly based manufacturer of health care products. J&J 
pursues a business strategy of serving the consumer, pharmaceu-
tical, and medical devices and diagnostics markets with a focus 
on research-based, technology-driven products.242 The  company’s 
credo prioritizes its responsibilities to its customers, employ-
ees, the community, and its stockholders in that order. Go to  

www.jnj.com and learn more about Johnson & Johnson’s credo. 
Then answer the following questions.

 a. In what ways does J&J’s focus on its credo and hiring people 
who fit its credo help the company perform well?

 b. Use the Internet to identify at least five assessment tools that 
could help J&J identify applicants who fit its credo. Identify 
which ones you would recommend to J&J and describe why.

 2. Develop Your Skills Exercise: This chapter’s Develop Your Skills 
feature gave you some tips for writing an online résumé. Using 
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this information, write your own résumé that could be posted on-
line. Exchange résumés with two classmates and give each other 
feedback on how to improve each other’s résumés.

 3. Develop Your Skills Exercise: Watch the video on this book’s 
companion Web site on how NOT to conduct an interview. Then 
identify at least five things the interviewer does wrong or should 
do differently, and explain why your suggestion is appropriate.

 4. Develop Your Skills Exercise: Develop a scoring key for each 
structured interview question below and create a formula to com-
bine the scores into an overall structured interview score for a retail 
sales position at a high-end retailer focused on customer service.

 a. A disgruntled customer is returning a damaged suit jacket 
he bought the previous week that he needed for an event that 
night. He is extremely upset. What do you do?

 b. A person walks into your store and mentions that she has just 
moved into the area and that this is the first time she has vis-
ited your store. What would you do to make her a customer 
now and a loyal customer in the future?

 c. You’re working alone because two people called in sick. 
Suddenly, five customers walk into your department at once. 
What do you do?

Then view the structured interviews available on the book’s 
companion Web site for Parvathi, Chris, and Julia. Use your struc-
tured interview scoring key to evaluate each candidate. Then com-
bine each candidate’s interview scores and choose one to whom to 
extend a job offer.

 5. Inappropriate Interview Questions Exercise: An interview ques-
tion is not in itself illegal, but how the interviewer uses the answer 
can be. The goal of an interview is typically to obtain important 

information about the candidate while reinforcing the organiza-
tion’s employer brand and maintaining a positive employer image. 
It can be helpful to practice recognizing inappropriate interview 
questions and identifying ways to more appropriately get the in-
formation that you are looking for from the candidate. Working in 
a group of 2–3 students, read this list of interview questions and 
explain why each is inappropriate. Try to identify the type of infor-
mation being requested that may be important for the position, and 
identify a way to obtain the same desired information in a more 
appropriate way.

 6. Opening Vignette Exercise: To execute its innovation strategy, 
Facebook seeks technical talent with strong skills, previous ac-
complishments, and both curiosity and motivation. A good fit with 
the company’s culture, good understanding of online social media, 
and the ability to work well with others are also important. This 
chapter’s opening vignette provided some information about how 
the company currently assesses job candidates on these dimen-
sions. Reread the opening vignette and its conclusion, and answer 
the following questions in a group of three to five students. Be 
prepared to share your answers with the class.

 a. Do you think it’s appropriate for Facebook to require candi-
dates to write code on a whiteboard during its assessment pro-
cess? Why or why not?

 b. What are the advantages and disadvantages to Facebook of 
asking software engineering applicants to do so much coding 
during the initial assessment process?

 c. Identify two other assessment methods you think Facebook 
could use to assess applicants’ fit with the company’s culture 
of innovation and smart risk taking.

Case study

World War II Spy aSSeSSment for the 
offIce of StrategIc ServIceS (oSS)

Thank you to Joe McCune of Rutgers University for allowing 
us to provide this exercise.

Role

It is 1940, and you are a selection specialist assigned to the 
Office of Strategic Services (OSS). Your assignment is to 
work as a team with three to four other classmates to develop 

a selection system to “identify operatives who could success-
fully undertake hazardous intelligence-gathering missions be-
hind enemy lines.” In other words, you are to select spies who 
will work in Japan, Italy, or Germany.

Challenges

1. You have been given limited job information, no job de-
scription, KSAOs, competencies, or performance criteria 
related to the position.

Interview Question Why Inappropriate
Information Requested 
and Why It Is Important Better Question

1. What religion do you 
practice?

2. What clubs or social groups 
do you belong to?

3. How many kids do you 
have?

4. Have you ever been 
arrested?

5. How old are you?

6. How much longer do you 
plan to work before retiring?
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2. Since the advertisements for the job must be vague to 
maintain secrecy, they will attract undesirable candidates, 
including people who are chronically bored, pathologi-
cally adventuresome, neurotically attracted to danger, and 
so forth. Therefore, you will need to include a process to 
weed out such individuals.

3. You have no time to validate your assessment methods—
they need to be implemented immediately.

Task

In the time allowed, identify the important characteristics (ap-
titudes, competencies, and so forth) a person needs to be a spy 
and develop three tests and simulations that will help you iden-
tify successful spies. The selection procedure will occur over 
a three-day period in a private facility (Station S in Virginia).

assignment

1. Create a list of important characteristics discussed pre-
viously. Remember, in 1940, there were no computers, 
video phones, or satellites. Spies needed to do things like 
access locked buildings, identify possible informants, and 
persuade them to provide useful information about enemy 
actions.

2. Determine the three most important qualities that an ap-
plicant must possess.

3. Develop procedures to test for each of those characteristics 
during the three-day procedure at Station S.

4. Describe how you will evaluate the effectiveness of your 
selection system.

Semester-Long Active Learning Project

Finish the assignment for Chapter 8. Be sure to justify your recommen-
dations and use concrete examples along with scoring keys to high-
light the specific methods for selecting employees. Create a formal 

assessment plan linking your assessment methods to the characteristics 
being assessed.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s  Case Study Assignment.

Endnotes

 1. Parr, B., “How to Land a Job at Facebook,” CNN Tech/
Mashable, April 4, 2011, http://www.cnn.com/2011/
TECH/soc ia l .med ia /04 /04 / job . facebook .mashab le /
index.html?iref=allsearch%20http://allfacebook.com/
reddit-facebook-ama_b110738.

 2. Olanoff, D., “Facebook Opens Up On Its Hiring Process and 
Engineers Have to Do a Lot of Coding During it,” TNW, July 
20, 2012, http://thenextweb.com/facebook/2012/07/20/face-
book-opens-up-on-its-hiring-process-and-engineers-have-to-
do-a-lot-of-coding-during-it/.

 3. Ibid.
 4. “Careers at Facebook,” 2013, https://www.facebook.com/

careers/.
 5. Schlangenstein, M., “Delta Air Gest 22,000 Applications for 

300 Attendant Jobs,” Bloomberg, December 21, 2012, http://
www.bloomberg.com/news/2012-12-21/delta-gets-22-000-ap-
plications-for-300-flight-attendant-jobs.html.

 6. Handler, C., and Hunt, S., “Using Assessment Tools for Better 
Hiring,” Workforce Online, December 2002, https://www.
workforceonline.com/section/recruiting-staffing/feature/using-
assessment-tools-better-hiring/index.html.

 7. Kelley, R., and Caplan, J., “How Bell Labs Create Star 
Performers,” Harvard Business Review (July–August 1993): 
128–139; DeMarco, T., and Lister, T., Peopleware: Productive 
Projects and Teams, New York: Dorset House Publishing 
Company, 1987: 44.

 8. Zielinski, D., “Burger King Reaps Whopping Benefits from 
New Online Recruiting System,” Society for Human Resource 

Management, July 27, 2011, http://www.weknownext.com/
trends/burger-king-reaps-whopping-benefits-from-new-online-
recruiting-system.

 9. Hansen, F., “Tiny Tweaks Improve Testing Results,” Workforce 
Management Online, February 2010, http://www.workforce.
com/archive/feature/27/01/93/index.php.

 10. Ibid.
 11. Palmeri, C., “The Fastest Drill in the West,” BusinessWeek, 

October 24, 2005: 86–88.
 12. Paynter, B., “Get a Job at Bridgewater,” Bloomberg/

BusinessWeek, April 12, 2012: 86.
 13. Rosensweig, D., “What I Know Now,” Fast Company, February 

2005: 96.
 14. Carbonara, P., “Hire for Attitude, Train for Skill,” Fast 

Company, 4 (August 1996): 73.
 15. Hansen, F., “Company’s Customized Test Goes Beyond Job 

Skills,” Workforce Management Online, March 2010, http://
www.workforce.com/archive/feature/27/08/35/index.php.

 16. For a more extensive discussion see Kristof-Brown, A. L., 
Zimmerman, R. D., and Johnson, E. C., “Consequences of 
Individuals’ Fit at Work: A Meta-Analysis of Person-Job, 
Person-Organization, Person-Group, and Person-Supervisor 
Fit,” Personnel Psychology, 58 (2005): 281–342.

 17. Adapted from Edwards, J. R., “Person-Job Fit: A Conceptual 
Integration, Literature Review, and Methodological Critique,” 
In C. L. Cooper and I. T. Robertson (eds.), International Review 
of Industrial and Organizational Psychology, 6, New York: 
Wiley, 1991: 283–357.

M09_PHIL3491_03_GE_C09.indd   293 12/09/14   7:24 PM



294	 Chapter	9	 •	 Assessing	External	Candidates

 18. Caldwell, D. F., and O’Reilly, C. A., “Measuring Person-Job 
Fit Within a Profile Comparison Process,” Journal of Applied 
Psychology, 75 (1990): 648–657; Edwards, “Person-Job Fit.”

 19. Delaney, K. J., “Google Adjusts Hiring Process as Needs 
Grow,” Wall Street Journal, October 23, 2006: B1.

 20. Kristof-Brown, Zimmerman, and Johnson, “Consequences of 
Individuals’ Fit at Work.”

 21. Ibid.
 22. Werbel, J. D., and Gilliland, S. W., “Person-Environment Fit 

in the Selection Process,” In G. R. Ferris (ed.), Research in 
Personnel and Human Resource Management, 17, Stamford, 
CT: JAI Press, 1999: 209–243.

 23. Sinton, P., “Teamwork the Name of the Game for Ideo,” San 
Francisco Chronicle, February 23, 2000, www.sfgate.com/cgi-bin/
article.cgi?file=/chronicle/archive/2000/02/23/BU39355.DTL.

 24. Kristof, A. L., “Person-Organization Fit: An Integrative Review 
of its Conceptualizations, Measurement, and Implications,” 
Personnel Psychology, 49 (1996): 1–50; Kristof, A. L., 
“Perceived Applicant Fit: Distinguishing Between Recruiters’ 
Perceptions of Person-Job and Person-Organization Fit,” 
Personnel Psychology, 53 (2000): 643–671.

 25. Kristof-Brown, Zimmerman, and Johnson, “Consequences of 
Individuals’ Fit at Work.”

 26. O’Reilly, C. A. III, Chatman, J., and Caldwell, D. V., “People 
and Organizational Culture: A Profile Comparison Approach to 
Assessing Person-Organization Fit,” Academy of Management 
Journal, 34 (1991): 487–516.

 27. Bruce, S., “Turnover Focus Brings Bottom Line Improvement,” 
HR Daily Advisor, December 31, 2012, http://hrdailyadvi-
sor.blr.com/archive/2013/12/31/HR_Management_Turnover.
aspx?source=HAC&effort=29&utm_source=BLR&utm_
medium=Email&utm_campaign=HRDAEmail.

 28. Bryant, A., “Connecting the Dots Isn’t Enough,” The New York 
Times, July 18, 2009, http://www.nytimes.com/2009/07/19/
business/19corner.html?_r=1.

 29. Hartley, D., “At Deloitte, It’s All About Attributes,” Talent 
Management Magazine, November 2010, 23.

 30. Pfeffer, The Human Equation.
 31. Kaihla, P., “Best-Kept Secrets of the World’s Best Companies,” 

Business 2.0, March 23 2006, money.cnn.com/2006/03/23/mag-
azines/business2/business2_bestkeptsecrets/index.htm.

 32. Ibid.; Freiberg and Freiberg, Nuts! Southwest Airlines’ Crazy 
Recipe for Business and Personal Success.

 33. Ashford, S. J., and Taylor, M. S., “Adaptations to Work 
Transitions: An Integrative Approach,” In G. Ferris and K. 
Rowland (eds.), Research in Personnel and Human Resources 
Management, 8 (1990): 1–39.

 34. www.jnj.com.
 35. Michaels, L., “The HR Side of Competitive Advantage,” 

Thunderbird Magazine, 2002.
 36. Holland, J. L., Making Vocational Choices: A Theory of 

Vocation Personalities and Work Environments, Upper Saddle 
River, NJ: Prentice-Hall, 1985.

 37. Muchinsky, P. M., and Monahan, C. J., “What Is Person-
Environment Congruence? Supplementary Versus 
Complementary Models of Fit,” Journal of Vocational 
Behavior, 31 (1987): 268–277.

 38. Ibid.
 39. Anders, G., “Talent Bank,” Fast Company, June 2000: 94.
 40. Muchinsky and Monahan, “What Is Person-Environment 

Congruence?”

 41. Scott, M., “Beckham Drives Madrid to Top of Money League,” 
The Guardian, February 16, 2006, football.guardian.co.uk/
News_Story/0,,1710792,00.html; Eichelberger, C., “Beckham 
Sparks $13.3 Million in Sales for Galaxy, Covers Salary,” 
Bloomberg, April 19, 2007, www.bloomberg.com/apps/news?
pid=20601079&refer=amsports&sid=a1Z1CV_s_BdI.

 42. McCarthy, J., Crabluik, C., and Blake, J., “Progression through 
the Ranks: Assessing Employee Reactions to High-Stakes 
Employment Testing,” Personnel Psychology, 62 (2009): 
793–832.

 43. Steele, C. M., and Aronson, J., “Stereotype Threat and the 
Intellectual Test Performance of African Americans,” Journal 
of Personality and Social Psychology, 69 (1995): 797–811.

 44. Arvey, R. D., Strickland, W., Drauden, G., and Martin, C., 
“Motivational Components of Test Taking,” Personnel 
Psychology, 43 (1990): 695–716; Chan, D., Schmitt, N., 
DeShon, R. P., Clause, C. S., and Delbridge, K., “Reactions 
to Cognitive Ability Tests: The Relationships between Race, 
Test Performance, Face Validity Perceptions, and Test-Taking 
Motivation,” Journal of Applied Psychology, 82 (1997): 300–
310; Ployhart, R. E., Ziegert, J. C., and McFarland, L. A., 
“Understanding Racial Differences on Cognitive Ability Tests 
in Selection Contexts: An Integration of Stereotype Threat and 
Applicant Reactions Research,” Human Performance, 16, 3 
(2003): 231–259.

 45. Schmit, M. J., and Ryan, A. M., “Applicant Withdrawal: 
The Role of Test-Taking Attitudes and Racial Differences,” 
Personnel Psychology, 50, 4 (1997): 855–876.

 46. Adapted from Handler, C., and Hunt, S., “Estimating the 
Financial Value of Staffing Assessment Tools,” Workforce 
Online, March 2003, www.workforce.com/archive/arti-
cle/23/40/88.ph.

 47. Judge, T. A., and Watanabe, S., “Is the Past Prologue? A Test 
of Ghiselli’s Hobo Syndrome,” Journal of Management, 21 
(1995): 211–229.

 48. Minton-Eversole, T., “Number of Employers Doesn’t Always 
Equate to Hiring Advantage,” Society for Human Resource 
Management Online, December 2006, www.shrm.org/ema/
news_published/CMS_019470.as.

 49. Sullivan, J., “How Google is Using People Analytics to 
Completely Reinvent HR,” TLNT.com, February 26, 2013,  
http://www.tlnt.com/2013/02/26/how-google-is-using- 
peop le -ana ly t i c s - to -comple te ly - re inven t -h r / ?u tm_
source=twitterfeed&utm_medium=linkedin&utm_campaign=F
eed%3A+tlnt+%28TLNT%3A+The+Business+of+HR%29.

 50. Kennedy, R., “When Customers Help Select the Staff,” 
HR Magazine, 57, 12 (December 2012), http://www.shrm.
org/Publications/hrmagazine/EditorialContent/2012/1212/
Pages/1212-external-recruiting.aspx.

 51. Gale, S. F., “Companies Struggle to Recruit Internationally,” 
Workforce, March 4, 2013, http://www.workforce.com/ 
article/20130304/NEWS02/130309985/companies-complain-
hrs-global-recruiting-is-comme-ci-comme-a.

 52. “How We Assess You: What Really Sets You Apart?” UBS, 
October 17, 2012, http://www.ubs.com/global/en/about_ubs/ 
careers/mba/application_preparation/access.html.

 53. Tyler, K., “Put Applicants’ Skills to the Test,” HR Magazine, 
January 2000: 75–77.

 54. Griggs v. Duke Power Co., 401 U.S. 424 (1971).
 55. See www.dol.gov/dol/allcfr/Title_41/Part_60-3/toc.htm 

( accessed February 7, 2007).

M09_PHIL3491_03_GE_C09.indd   294 12/09/14   7:24 PM



	 Chapter	9	 •	 Assessing	External	Candidates 295

 56. The U.S. Equal Employment Opportunity Commission, 
“Uniform Employee Selection Guidelines Interpretation and 
Clarification (Questions and Answers),” March 2, 1979,  
http://www.eeoc.gov/policy/docs/qanda_clarify_procedures.
html.

 57. Uniform Guideline 14C(4), 43 Fed. Reg. 38, 302 (1978).
 58. www.dol.gov/dol/allcfr/Title_41/Part_60-3/toc.htm.
 59. http://sioorg/_Principles/principlesdefault.aspx.
 60. www.apa.org/science/standards.html.
 61. Hansen, F., “Recruiting on the Right Side of the Law,” 

Workforce Management Online, May 2006, www.workforce.
com/section/06/feature/24/38/12/.

 62. Ibid.
 63. Read, S., “Selecting Top Talent at Procter & Gamble,” DDI 

World, 2012, http://www.ddiworld.com/DDIWorld/media/
ddi-summit/2012/PG_TechtoSelectTalent_DDISummit2012.
pdf.

 64. Source for validity coefficients: Schmidt, F. L., and Hunter, 
J.  E., “The Validity and Utility of Selection Methods in 
Personnel Psychology: Practical and Theoretical Implications 
of 85 Years of Research Findings,” Psychological Bulletin, 
124 (1998): 262–274; Situational judgment test validity is from 
McDaniel, M. A., Morgeson, F. P., Finnegan, E. B., Campion, 
M. A., and Braverman, E. P., “Use of Situational Judgment Tests 
to Predict Job Performance: A Clarification of the Literature,” 
Journal of Applied Psychology, 86 (2001): 730–740; Biodata 
validity is from Reilly, R. R., and Chao, G. T., “Validity and 
Fairness of Some Alternative Employee Selection Procedures,” 
Personnel Psychology, 35 (1982): 1–62; work sample validity 
is from Roth, P. L., Bobko, P., and McFarland, L. A., “A Meta-
Analytic Analysis of Work Sample Test Validity: Updating and 
Integrating Some Classic Literature,” Personnel Psychology, 58, 
4 (2005): 1009–1037; for structured and unstructured  interviews 
also from McDaniel, M. A., Whetzel, D. L., Schmidt, F. L., 
and Maurer, S. D., “The Validity of Employment Interviews: 
A Comprehensive Review and Meta-Analysis,” Journal of 
Applied Psychology, 79 (1994): 599–616; Weisner, W. H., and 
Cronshaw, S. F., “A Meta-Analytic Investigation of the Impact 
of Interview Format and Degree of Structure on the Validity 
of the Employment Interview,” Journal of Occupational 
Psychology, 61 (1988): 275–290.

 65. Based in part on Hausknecht, J. P., Day, D. V., and Thomas, 
S. C., “Applicant Reactions to Selection Procedures: An 
Updated Model and Meta-Analysis,” Personnel Psychology, 
57, 3 (2004): 639–683; Coyne, I., and Bartram, D., “Assessing 
the Effectiveness of Integrity Tests: A Review,” International 
Journal of Testing, 2 (2002): 15–34; Anderson, N., Salgado, 
J. F., and Hülsheger, U. R., “Applicant Reactions in Selection: 
Comprehensive Meta-Analysis into Reaction Generalization 
versus Situational Specificity,” International Journal of 
Selection and Assessment, 18 (2010): 291–304.

 66. From Ryan, A. M., and Tippins, N. T., “Attracting and 
Selecting: What Psychological Research Tells Us,” Human 
Resource Management, 43 (2004): 305–318.

 67. Fisher, A., “10 Dumbest Résumé Blunders,” Fortune, April 
25, 2007, http://money.cnn.com/2007/04/25/news/economy/
resume.blunders.fortune/index.htm?postversion=2007042510; 
“Résumé Quotations,” Offshore-environment.com, 2007, 
www.offshore-environment.com/takebreak.html; Robert Half 
International, “Real-Life Blunders to Avoid,” Yahoo! Hotjobs, 
2007, http://hotjobs.yahoo.com/jobseeker/tools/ept/careerAr-
ticlesPost.html?post=57.

 68. Sahadi, J., “Top 5 Résumé Lies,” CNN/Money, December 9, 
2004, http://money.cnn.com/2004/11/22/pf/resume_lies/index.
htm.

 69. See, e.g., Marquez, J., “RadioShack Gaffe Show Need to Screen 
Current Employees,” Workforce Management Online, March 
14, 2006, www.workforce.com/section/00/article/24/29/52.
html.

 70. Martinez, M., “Screening for Quality on the Web,” Employment 
Management Today, 9, 1 (Winter 2004), www.shrm.org/ema/
emt/articles/2004/winter04cover.as.

 71. Marquez, J., “When Brand Alone Isn’t Enough,” Workforce 
Management, March 13, 2006: 1, 39–41, www.workforce.com/
archive/feature/24/29/58/index.php?ht=mcdonald%20s%20
mcdonald%20s.

 72. Martinez, “Screening for Quality on the Web.”
 73. Ibid.
 74. MacMillan, D., “The Art of the Online Résumé,” BusinessWeek, 

May 7, 2007: 86; Jobweb.com, “More Tips for Navigating the 
Online Application Process,” www.jobweb.com/resources/li-
brary/Interviews/More_Tips_for_N_280_1.htm; Job-hunt.org, 
“Your CyberSafe Résumé,” www.job-hunt.org/resumecyber-
safe.shtml; Job-hunt.org, “Developing Key Words,” www.job-
hunt.org/resumekeywords.shtml.

 75. Bruce, S., “HR’s Worst Mistake—The Trigger-Happy ‘No’,” 
HR Daily Advisor, December 20, 2011, http://hrdailyadvi-
sor.blr.com/archive/2011/12/20/Job_Descriptions_Mistakes_
Managers_Make.aspx?source=HAC&effort=15.

 76. England, G. W., Development and Use of Weighted Application 
Blanks, Dubuque, Iowa: W.M.C. Brown, 1961.

 77. Kaak, S. R., “The Weighted Application Blank,” Cornell Hotel 
and Restaurant Administration Quarterly, 39, 2 (1998): 18–24.

 78. Dunnette, M. D., and Maetzold, J., “Use of a Weighted 
Application Blank in Hiring Seasoned Employees,” Journal of 
Applied Psychology, 35 (1955): 308–310.

 79. Segal, S. M., Busse, T. V., and Mansfield, R. S., “The 
Relationship of Scientific Creativity in the Biological 
Sciences to Predoctoral Accomplishments and Experiences,” 
American Educational Research Journal, 17, 4 (Winter 
1980): 491–502.

 80. Goldsmith, D. B., “The Use of the Personal History Blank as a 
Salesmanship Test,” Journal of Applied Psychology, 6 (1922): 
149–155.

 81. For more information about biodata, see Eberhardt, B. J., 
and Muchinsky, P. M., “Biodata Determinants of Vocational 
Typology: An Integration of Two Paradigms,” Journal of 
Applied Psychology, 67 (1982): 714–727.

 82. Mount, M. K., Witt, L. A., and Barrick, M. R., “Incremental 
Validity of Empirically Keyed Biodata Scales over GMA and 
the Five Factor Personality Constructs,” Personnel Psychology, 
53, 2 (2000): 299–323.

 83. See West, J., and Karas, M., “Biodata: Meeting Clients’ Needs 
for a Better Way of Recruiting Entry-Level Staff,” International 
Journal of Selection and Assessment, 7, 2 (1999): 126–131.

 84. VanderMey, A., “Inside Google’s Recruiting Machine,” 
CNNMoney, February 24, 2012, http://tech.fortune.cnn.
com/2012/02/24/google-recruiting/.

 85. Stricker, L. J., and Rock, D. A., “Assessing Leadership 
Potential with a Biographical Measure of Personality Traits,” 
International Journal of Selection and Assessment, 6, 3 (1998): 
164–184.

M09_PHIL3491_03_GE_C09.indd   295 12/09/14   7:24 PM



296	 Chapter	9	 •	 Assessing	External	Candidates

 86. Mael, F. A., “A Conceptual Rationale for the Domain and 
Attributes of Biodata Items,” Personnel Psychology, 44 (1991): 
763–927.

 87. Reilly, R. R., and Chao, G. T., “Validity and Fairness of 
Some Alternative Employee Selection Procedures,” Personnel 
Psychology, 35 (1982): 1–62.; Hunter, J. E., and Hunter, 
R. F., “Validity and Utility of Alternative Predictors of Job 
Performance,” Psychological Bulletin, 96 (1984): 72–98.

 88. Phillips and Gully, “Fairness Reactions to Personnel Selection 
Techniques in Singapore and the United States,” International 
Journal of Human Resource Management, 13 (2002): 
1186–1205.

 89. Reilly and Chao, “Validity and Fairness of Some Alternative 
Employee Selection Procedures.”

 90. Eberhardt and Muchinsky, “Biodata Determinants of Vocational 
Typology.”

 91. Pannone, R. D., “Predicting Test Performance: A Content Valid 
Approach to Screening Applicants,” Personnel Psychology, 37 
(1984): 507–514.

 92. Pannone, R. D., “Blue Collar Selection,” in G. S. Stokes, M. D. 
Mumford, and W. A. Owens (eds.), Biodata Handbook, Palo 
Alto, CA: CPP Books, 1994, 261–274.

 93. Wilkinson, L. J., “Generalizable Biodata? An Application to 
the Vocational Interests of Managers,” Journal of Occupational 
and Organizational Psychology, 70 (1997): 49–60.

 94. Hansell, S., “Google Answer to Filling Jobs Is an Algorithm,” 
New York Times, January 3, 2007, http://query.nytimes.com/gst/
fullpage.html?res=9F06E7DA1730F930A35752C0A9619C8B
63&sec=&spon=&pagewanted=1.

 95. Frase-Blunt, M., “Dialing for Candidates,” HR Magazine, April 
2005: 78–82.

 96. Wells, S. J., “Too Good to Hire?” HR Magazine, October 2004: 
48–54.

 97. Schmidt, F. L., and Hunter, J. E., “Employment Testing: Old 
Theories and New Research Findings,” American Psychologist, 
36 (1981): 1128–1137; Schmidt and Hunter, “The Validity and 
Utility of Selection Methods in Personnel Psychology.”

 98. Hunter, J. E., “Cognitive Ability, Cognitive Aptitudes, Job 
Knowledge, and Job Performance,” Journal of Vocational 
Behavior, 29, 3 (1986): 340–362; Murphy, K., “Is the 
Relationship Between Cognitive Ability and Job Performance 
Stable Over Time?” Human Performance, 2 (1989): 183–200; 
Ree, M. J., and Earles, J. A., “Intelligence Is the Best Predictor 
of Job Performance,” Current Directions in Psychological 
Science, 1 (1992): 86–89.

 99. Conlin, M., “Champions of Innovation,” IN, June 2006: 18–26.
 100. Walker, S., “The NFL’s Smartest Team,” Wall Street Journal 

Online, September 30, 2005, http://online.wsj.com/arti-
cle_email/SB112804210724556355-IRjf4NjlaZ 4n56rZH-
2JaqWHm4.html.

 101. Gully, S. M., Payne, S. C., and Koles, K. L. K, “The Impact 
of Error Training and Individual Differences on Training 
Outcomes: An Attribute-Treatment Interaction Perspective,” 
Journal of Applied Psychology, 87 (2002): 143–155.

 102. Read, “Selecting Top Talent at Procter & Gamble.”
 103. Outtz, J. L., “The Role of Cognitive Ability Tests in Employment 

Selection,” Human Performance, 15 (2002): 161–171.
 104. Hough, L., Oswald, F. L., and Ployhart, R. E., “Determinants, 

Detection and Amelioration of Adverse Impact in Personnel 
Selection Procedures: Issues, Evidence and Lessons Learnt,” 
International Journal of Selection and Assessment, 9, 1/2 
(2001): 152–194.

 105. Smither, J. W., Reilly, R. R., Millsap, R. E., Pearlman, K., and 
Stoffey, R. W., “Applicant Reactions to Selection Procedures,” 
Personnel Psychology, 46 (1993): 49–76.

 106. Roth, P. L., Bevier, C. A., Bobko, P., Switzer, F. S., and 
Tyler, P., “Ethnic Group Differences in Cognitive Ability in 
Employment and Educational Settings: A Meta-Analysis,” 
Personnel Psychology, 54, 2 (2001): 297–330; Murphy, K. R., 
“Can Conflicting Perspectives on the Role of ‘g’ in Personnel 
Selection Be Resolved?” Human Performance, 15 (2002): 173–
186; Murphy, K. R., Cronin, B. E., and Tam, A. P., “Controversy 
and Consensus Regarding Use of Cognitive Ability Testing 
in Organizations,” Journal of Applied Psychology, 88 (2003): 
660–671.

 107. Outtz, “The Role of Cognitive Ability Tests in Employment 
Selection.”

 108. Pfeffer, J., “Why Résumés are Just One Piece of the Puzzle,” 
Business 2.0, December 1, 2005, http://money.cnn.com/maga-
zines/business2/business2_archive/2005/12/01/8364603/index.
htm.

 109. Guion, R. M., and Gottier, R. F., “Validity of Personality 
Measures in Personnel Selection,” Personnel Psychology, 18 
(1965): 135–164; Mischel, W., Personality and Assessment, 
New York: Wiley, 1968; Davis-Blake, A., and Pfeffer, J., 
“Just a Mirage—The Search for Dispositional Effects in 
Organizational Research,” Academy of Management Review, 14 
(1989): 385–400.

 110. O’Meara, D. P., “Personality Tests Raise Questions of Legality 
and Effectiveness,” HR Magazine, January 1994, http://findar-
ticles.com/p/articles/mi_m3495/is_n1_v39/ai_15162186/pg_1.

 111. See Morgeson, F. P., Campion, M. A., Dipboye, R. L., 
Hollenbeck, J. R., Murphy, K., and Schmit, N., “Reconsidering 
the Use of Personality Tests in Personnel Selection Contexts,” 
Personnel Psychology, 60 (2007): 683–729.

 112. Enthoven, D., “How to Screen Bad Hires,” Talent Management 
Magazine, April 2012, 36.

 113. Shafer, J. A., and Postlethwaite, B., “A Matter of Context: 
A Meta-Analytic Investigation of the Relative Validity of 
Contextualized and Noncontextualized Personality Measures,” 
Personnel Psychology, 65 (Autumn 2012): 445–493.

 114. Silverstone, Y., and Harris, J., “Put Data to Work,” Talent 
Management Magazine, April, 2010: 32–35.

 115. Ayres, I., Super Crunchers: Why Thinking-by-Numbers is the 
New Way to Be Smart. New York: Bantam Books, 2007, 29.

 116. Mount, M. K., and Barrick, M. R., “The Big Five Personality 
Dimensions: Implications for Research and Practice in Human 
Resources Management,” In G. R. Ferris (ed.), Research in 
Personnel and Human Resources Management, 13 (1995), 
Greenwich, CT: JAI Press, 153–200.

 117. Vinchur, A. J., Schippmann, J. S., Switzer, F. A., and Roth, P. 
L., “A Meta-Analysis of the Predictors of Job Performance for 
Salespeople,” Journal of Applied Psychology, 83 (1998): 586–597.

 118. Barrick, M. R., and Mount, M. K., “The Big Five Personality 
Dimensions and Job Performance: A Meta-Analysis,” Personnel 
Psychology, 44 (1991): 1–26.

 119. Vinchur, A. J., Schippmann, J. S., and Switzer, F. S. III., 
“A Meta-Analysis of the Predictors of Job Performance for 
Salespeople,” Journal of Applied Psychology, 83: 586–597; 
Judge, T. A., and Bono, J. E., “Relationship of Core Self-
Evaluation Traits—Self-Esteem, Generalized Self-Efficacy, 
Locus of Control, and Emotional Stability—With Job 
Satisfaction and Job Performance: A Meta-Analysis,” Journal 
of Applied Psychology, 86 (2001): 80–92.

M09_PHIL3491_03_GE_C09.indd   296 12/09/14   7:24 PM



	 Chapter	9	 •	 Assessing	External	Candidates 297

 120. Mount, M. K., Barrick, M. R., and Stewart, G. L., “Five-Factor 
Model of Personality and Performance in Jobs Involving 
Interpersonal Interactions,” Human Performance, 11 (1998): 
145–165.

 121. Ibid.
 122. Jordan, J., and Cartwright, S., “Selecting Expatriate Managers: 

Key Traits and Competencies,” Leadership and Organization 
Development Journal, 19 (April 1998): 89–96.

 123. Barrick, M. R., and Mount, M. K., “Yes, Personality Matters: 
Moving on to More Important Matters,” Human Performance, 
18, 4 (2005): 359–372.

 124. Schmidt and Hunter, “The Validity and Utility of Selection 
Methods in Personnel Psychology.”

 125. Barrick, M. R., Mount, M. K., and Judge, T. A., “The FFM 
Personality Dimensions and Job Performance: Meta-Analysis 
of Meta-Analyses,” International Journal of Selection and 
Assessment, 9 (2001): 9–30.

 126. Ibid.
 127. Mount, M. K., Barrick, M. R., and Stewart, G. L., “Personality 

Predictors of Performance in Jobs Involving Interaction with 
Others,” Human Performance, 11 (1998): 145–166.

 128. George, J. M., and Zhou, J., “When Openness to Experience 
and Conscientiousness Are Related to Creative Behavior: An 
Interactional Approach,” Journal of Applied Psychology, 86 
(2001): 513–524; LePine, J. A., Colquitt, J. A., and Erez, A., 
“Adaptability to Changing Task Contexts: Effects of General 
Cognitive Ability, Conscientiousness, and Openness to 
Experience,” Personnel Psychology, 53 (2000): 563–593.

 129. Barrick and Mount, “Yes, Personality Matters.”
 130. Costa, P. T., Jr., and McCrae, R. R., “Four Ways Five Factors 

Are Basic,” Personality and Individual Differences, 13 (1992): 
653–665.

 131. Ones, D. S., and Viswesvaran, C., “Bandwidth-Fidelity 
Dilemma in Personality Measurement for Personnel Selection,” 
Journal of Organizational Behavior, 17 (1996): 609–626.

 132. Mount and Barrick, “The Big Five Personality Dimensions.”
 133. Le, H., Oh, I. S., Robbins, S. B., Ilies, R., Holland, E., and 

Westrick, P., “Too Much of a Good Thing: Curvilinear 
Relationships Between Personality Traits and Job Performance,” 
Journal of Applied Psychology, 96 (2011): 113–133.

 134. Schneider, R. J., Hough, L. M., and Dunnette, M. D., 
“Broadsided by Broda Traits: How to Sink Science in Five 
Dimensions or Less,” Journal of Organizational Behavior, 17, 
6 (1996): 639–655.

 135. Frei, R. L., and McDaniel, M. A., “Validity of Customer 
Service Measures in Personnel Selection: A Review of 
Criterion and Construct Evidence,” Human Performance, 11, 
1 (1998): 1–27.

 136. Hogan R., and Hogan J., “Assessing Leadership: A View 
from the Dark Side,” International Journal of Selection and 
Assessment, 9 (2001): 40–51.

 137. Morgeson, F.P., Campion, M.A., Dipboye, R.L., Hollenbeck, 
J.R., Murphy, K.M., & Schmitt, N. “Reconsidering the Use of 
Personality Tests in Personnel Selection Contexts.” Personnel 
Psychology, 60 (2007): 683–729.

 138. Ellingson, J. E., Smith, D. B., and Sackett, P. R., “Investigating 
the Influence of Social Desirability on Personality Factor 
Structure,” Journal of Applied Psychology, 86 (2001): 122–133; 
Smith, D. B., and Ellingson, J. E., “Substance Versus Style: 
A New Look at Social Desirability in Motivating Contexts,” 
Journal of Applied Psychology, 87 (2002): 211–219.

 139. See www.unl.edu/buros.

 140. Rosse, J. G., Miller, J. L., and Ringer, R. C., “The Deterrent 
Value of Drug and Integrity Testing,” Journal of Business and 
Psychology, 10, 4 (1996): 477–485.

 141. See Saroka v. Dayton Hudson, 235 Cal. A 3d 654 (1991).
 142. See “Another Defeat for MMPI Psychological Test,” FairTest 

Examiner, Summer 2000, www.fairtest.org/examarts/
Summer%2000/Defeat%20for%20 MMPI %20Psych%20Test.
html.

 143. Canoni, J. D., “Widely Used Psychological Test Found to 
Violate ADA,” Nixon Peabody LLP Employment Law Alert, 
June 16, 2005, www.nixonpeabody.com/linked_media/publi-
cations/ELA_06162005.pdf#search=%22psychological%20
testing%20ada%22.

 144. See Ruiz, G., “Staying Out of Legal Hot Water While Conducting 
Background Checks,” Workforce Management Online, June 
2006, www.workforce.com/section/06/feature/24/39/38/.

 145. Erway, G., “Personality Tests and Pre-Employment 
Screening,” Thomas Econ, August 19, 2011, 
h t t p : / / b l o g . t h o m a s e c o n . c o m / d i s c r i m i n a t i o n /
personality-tests-and-pre-employment-screening/.

 146. Woyke, E., “Attention, Shoplifters,” BusinessWeek Online, 
September 11, 2006, www.businessweek.com/magazine/con-
tent/06_37/b4000401.htm?chan=tc&campaign_id=bier_tcst0.

 147. See Sackett, P. R., and Wanek, J. E., “New Developments in 
the Use of Measures of Honesty, Integrity, Conscientiousness, 
Dependability, Trustworthiness, and Reliability for Personnel 
Selection,” Personnel Psychology, 49 (1996): 787–829; 
Goldberg, J. R., Grenier, R. M., Guion, L. B., Sechrest, L. 
B., and Wing, H., Questionnaires Used in the Prediction of 
Trustworthiness in Pre-Employment Selection Decisions: 
An APA Task Force Report, Washington, DC: American 
Psychological Association, 1991.

 148. See Ryan, A. M., and Sackett, P. R., “Preemployment Honesty 
Testing: Fakability, Reactions of Test Takers, and Company 
Image,” Journal of Business and Psychology, 1 (1987): 248–
256; Cunningham, M. R., Wong, D. T., and Barbee, A. P., “Self-
Presentation Dynamics on Overt Integrity Tests: Experimental 
Studies of the Reid Report,” Journal of Applied Psychology, 79 
(1994): 643–658.

 149. Ones, D. S., Viswesvaran, C., and Schmidt, F. L., 
“Comprehensive Meta-Analysis of Integrity Test Validities: 
Findings and Implications for Personnel Selection and Theories 
of Job Performance,” Journal of Applied Psychology, 78 (1993): 
679–703.

 150. Ibid.
 151. Phillips and Gully, “Fairness Reactions to Personnel Selection 

Techniques in Singapore and the United States”; Steiner, D. D., 
and Gilliland, S. W., “Fairness Reactions to Personnel Selection 
Techniques in France and the United States,” Journal of Applied 
Psychology, 81 (1996): 134–141.

 152. Rosse, Miller, and Ringer, “The Deterrent Value of Drug and 
Integrity Testing.”

 153. Arnold, D. W., and Jones, J. W., “Who the Devil’s Applying 
Now?” Crimcheck.com, www.crimcheck.com/employment_
testing.htm.

 154. Goldberg, L. R., Grenier, J. R., Guion, R. M., Sechrest, L. 
B., and Wing, H., Questionnaires Used in the Prediction of 
Trustworthiness in Pre-Employment Selection Decisions: 
An APA Task Force Report. http://www.egadconnection.
org/Questionnaire%20used%20in%20the%20prediction%20
of20trustworthiness%20in%20preemployment%20selec-
tion%20decisons.pdf.

M09_PHIL3491_03_GE_C09.indd   297 12/09/14   7:24 PM



298	 Chapter	9	 •	 Assessing	External	Candidates

 155. Townsend, J. W., “Is Integrity Testing Useful: The Value of 
Integrity Tests in the Employment Process,” HR Magazine, July 
1992, http://findarticles.com/p/articles/mi_m3495/is_n7_v37/
ai_12787161.

 156. Hansen, F., “Company’s Customized Test Goes Beyond Job 
Skills.”

 157. U.S. Department of Labor, “Employee Polygraph Protection 
Act of 1988 (EPPA),” Employment Law Guide, www.dol.gov/
compliance/guide/eppa.htm.

 158. Dye, D. M., Reck. M., and McDaniel, M. A., “The Validity of 
Job Knowledge Measures,” International Journal of Selection 
and Assessment, 1 (1993): 153–157.

 159. Ployhart, R. E., Schneider, B., and Schmitt, N., Staffing 
Organizations: Contemporary Practice and Theory (3rd ed.), 
Mahwah, NJ: Lawrence Erlbaum, 2006.

 160. Terpstra, D. E., and Rozell, E. J., “The Relationship of Staffing 
Practices to Organizational Level Measures of Performance,” 
Personnel Psychology, 46, 1 (1993): 27–48.

 161. Shaw, J. D., Delery, J. E., Jenkins, G. D. Jr., and Gupta, N., 
“An Organization-level Analysis of Voluntary and Involuntary 
Turnover,” Academy of Management Journal, 41, 5 (1998): 
511–525.

 162. Christian, M. S., Edwards, B. D., and Bradley, J. C., “Situational 
Judgment Tests: Constructs Assessed and a Meta-analysis of 
Their Criterion-related Validities,” Personnel Psychology, 63, 
1 (2010): 83–117; Kristof-Brown, A. L., Zimmerman, R. D., 
and Johnson, E. C., “Consequences of Individual’s Fit at Work: 
A Meta-analysis of Person-job, Person-organization, Person-
group, and Person-supervisor Fit,” Personnel Psychology, 58 
(2005): 281–342; McDaniel, Whetzel, Schmidt, and Maurer, 
“The Validity of Employment Interviews: A Comprehensive 
Review and Meta-analysis.”

 163. Steiner and Gilliland, “Fairness Reactions to Personnel Selection 
Techniques in France and the United States”; Phillips and 
Gully, “Fairness Reactions to Personnel Selection Techniques 
in Singapore and the United States.”

 164. Carbonara, “Hire for Attitude, Train for Skill.”
 165. Barber, A. E., Hollenbeck, J. R., Tower, S. L., and Phillips, J. M., 

“The Effects of Interview Focus on Recruitment Effectiveness: 
A Field Experiment,” Journal of Applied Psychology, 79 
(1994): 886–896.

 166. Pursell, E. D., Campion, M. A., and Gaylord, S. R., “Structured 
Interviewing: Avoiding Selection Problems,” Personnel 
Journal, 59, 11 (1980): 907–912.

 167. Christian, Edwards, and Bradley, “Situational Judgment Tests: 
Constructs Assessed and a Meta-analysis of Their Criterion-
related Validities.”

 168. Oliphant, G. C., Hansen, K., and Oliphant, B. J., “Predictive 
Validity of a Behavioral Interview Technique,” Marketing 
Management Journal, 18, 2 (2008): 93–105.

 169. Pulakos, E. D., and Schmitt, N., “An Evaluation of Two Strategies 
for Reducing Adverse Impact and Their Effects on Criterion-
related Validity,” Human Performance, 9, 3 (1996): 241–258.

 170. Pettersen, N., and Durivage, A., The Structured Interview, 
Quebec, CA: Presses de l’Universite du Quebec, 2008; 
Campion, M. A., Palmer, D. K., and Campion, J. E., “A Review 
of Structure in the Selection Interview,” Personnel Psychology, 
50, 3 (1997): 655–702.

 171. Williamson, L. G., Campion, J. E., Malos, S. B., Roehling, M. 
V., and Campion, M. A., “Employment Interview on Trial: 

Linking Interview Structure with Litigation Outcomes,” Journal 
of Applied Psychology, 82, 6 (1997): 900–912.

 172. Cesare, S. J., “Subjective Judgement and the Selection 
Interview: A Methodological Review,” Public Personal 
Management, 25 (1996): 291–306; Campion, M. A., Palmer, D. 
K., and Campion, J. E., “A Review of Structure in the Selection 
Interview.”

 173. United States Office of Personnel Management, Structured 
Interviews: A Practical Guide, Washington, DC: U.S. Office of 
Personnel Management, 2008, 15.

 174. Fitzwater, T. L., Behavior-Based Interviewing: Selecting the 
Right Person for the Job, Menlo Park, CA: Crisp Learning, 2000.

 175. “Recruiting, Selecting and Training for Success,” 
The Times 100, www.thetimes100.co.uk/case_study.
php?cID=28&csID=194&pID=1.

 176. Campion, M. A., Palmer, D. K., and Campion, J. E., 
“A Review of Structure in the Selection Interview.”; 
McDaniel, M. A., Whetzel, D. L., Schmidt, F. L., and 
Maurer, S. D., “The Validity of Employment Interviews: 
A Comprehensive Review and Meta-analysis.”; Salgado, 
J. F., and Moscoso, S., “Comprehensive Meta-analysis 
of the Construct Validity of the Employment Interview,” 
European Journal of Work and Organizational 
Psychology, 11 (2002): 299–324; Wiesner, W. H., and 
Cronshaw, S. F., “A Meta-analytic Investigation of the 
Impact of Interview Format and Degree of Structure on 
the Validity of the Employment Interview.”

 177. Kreitner, R., and Kinicki, A., Organizational Behavior (8th 
ed.), Burr Ridge, IL: McGraw-Hill/Irwin, 2007.

 178. Oliphant, Hansen, and Oliphant, “Predictive Validity of a 
Behavioral Interview Technique.”

 179. Bragger, J. D., Jutcher, E., Morgan, J., and Firth, P., “The 
Effects of the Structured Interview on Reducing Biases Against 
Pregnant Job Applicants,” Sex Roles, 46 (2002): 215–226; 
Brecher, E., Bragger, J., and Kutcher, E., “The Structured 
Interview: Reducing Biases toward Job Applicants with 
Physical Disabilities,” Employee Responsibilities and Rights 
Journal, 18 (2006): 155–170.

 180. Barrick, M. R., Shaffer, J. A., and DeGrassi, S. W., “What 
You See May Not Be What You Get: Relationships among 
Self-Presentation Tactics and Ratings of Interview and Job 
Performance,” Journal of Applied Psychology, 94, 6 (2009): 
1394–1411.

 181. Pfeffer, “Why Résumés Are Just One Piece of the Puzzle.”
 182. Taylor, P. J., and Small, B., “Asking Applicants What They 

Would Do Versus What They Did Do: A Meta-Analytic 
Comparison of Situational and Past Behavior Employment 
Interview Questions,” Journal of Occupational and 
Organizational Psychology, 75, 3 (2002): 277–294.

 183. Kennedy, J., “What To Do When Job Applicants Tell … Tales 
of Invented Lives,” Training, October 1999: 110–114.

 184. Preparing for the Case Interview: Interactive Practice Cases, 
Deloitte, 2013, http://mycareer.deloitte.com/us/en/students/
gettingthejob/caseinterviewpreptool.

 185. “FBI Special Agent Selection Process: Applicant Information 
Booklet,” September 1997, www.fbi.gov/employment/booklet/
phase1.htm.

 186. Ruiz, G., “Job Candidate Assessment Tests go Virtual,” 
Workforce Management Online, January 2008, http://www.
workforce.com/section/06/feature/25/31/79/index.html.

M09_PHIL3491_03_GE_C09.indd   298 12/09/14   7:24 PM



	 Chapter	9	 •	 Assessing	External	Candidates 299

 187. Zimmerman, E., “Use of Job Simulations Rising Steadily,” 
Workforce Management Online, October 10, 2005, www.work-
force.com/section/06/feature/24/18/59.

 188. Johne, M., “Prize for Playing the Game: A Career,” Queen’s 
School of Business Media and News, http://business.queensu.ca/
news/a_career.htm.

 189. Raphael, T., “In Canada, KPMG’s New Tests Are as Much 
Branding as They Are Tests,” ERE.net, October 14, 2011, 
http://www.ere.net/2011/10/14/in-canada-kpmgs-new-assess-
ments-are-as-much-branding-as-they-are-assessment/?utm_
source=ERE+Media&utm_campaign=3878649b62-ERE-
Daily-Google-Plus-Recruiting-Research&utm_medium=email.

 190. Ibid.
 191. Martinez, “Screening for Quality on the Web.”
 192. Johne, “Prize for Playing the Game.”
 193. “Work and Play: The Gamification of Hiring,” The Economist, 

May 26, 2012: 68.
 194. Hill, L., “Only BFFs Need Apply,” Bloomberg BusinessWeek, 

January 7–13, 2013: 63–65.
 195. “Survey: 29% of Employers Find Fake Job References,” Work 

force, November 30, 2012, http://www.workforce.com/article 
/20121130/NEWS01/121139996/survey-29-of-employers 
-find-fake-job-references.

 196. Falcone, P., “Getting Employers to Open Up on a Reference 
Check,” HR Magazine, July 1995, http://findarticles.com/p/
articles/mi_m3495/is_n7_v40/ai_17152485.

 197. Suddath, C., “Imaginary Friends,” Bloomberg BusinessWeek, 
January 21–27, 2013: 68.

 198. “Survey: 29% of Employers Find Fake Job References,” 
Workforce, November 30, 2012, http://www.work-
fo rce . com/a r t i c l e /20121130 /NEWS01/121139996 /
survey-29-of-employers-find-fake-job-references.

 199. “One in Five Bosses Screen Applicants’ Web Lives: Poll,” 
Reuters, September 11, 2008, http://www.reuters.com/article/
idUSPAR15282420080911.

 200. Leonard, B., “Fake Job Reference Services Add New Wrinkle 
to Screening,” HR Magazine, January, 2010: 9.

 201. Suddath, C., “Imaginary Friends,” Bloomberg BusinessWeek, 
January 21–27, 2013: 68.

 202. Gordon, P., “New Jersey Poised to Enact the Most Aggressive 
Social Media Password Protection Law to Date, Adding to a 
Patchwork of Conflicting Laws Across the U.S.,” Workplace 
Privacy Counsel, April 1, 2013, http://privacyblog.littler.
com/2013/04/articles/state-privacy-legislation/new-jersey-
poised-to-enact-the-most-aggressive-social-media-password-
protection-law-to-date-adding-to-a-patchwork-of-conflicting-
laws-across-the-us/.

 203. “Protecting Your Passwords and Your Privacy,” Facebook, 
March 23, 2012, https://www.facebook.com/notes/face-
book-and-privacy/protecting-your-passwords-and-your-pri-
vacy/326598317390057.

 204. Ben-Shakar, G., Bar-Hillel, M., Blum, Y., Ben-Abba, E., and 
Flug, A., “Can Graphology Predict Occupational Success? Two 
Empirical Studies and Some Methodological Ruminations,” 
Journal of Applied Psychology, 71 (1986): 645–653.

 205. Anderson, N., Salgado, J. F., and Hülsheger, U. R., “Applicant 
Reactions in Selection: Comprehensive Meta-Analysis into 
Reaction Generalization versus Situational Specificity.”

 206. Phillips and Gully, “Fairness Reactions to Personnel Selection 
Techniques in Singapore and the United States.”

 207. See Spohn, J., “The Legal Implications of Graphology,” 
Washington University Law Quarterly, 75, 3 (Fall 1997), www.
wulaw.wustl.edu/WULQ/75-3/753-6.html#fn4.

 208. Ibid.
 209. 42 U.S.C. § 12112(d) (4) (1994); 29 C.F.R. § 1630.14(c) (2000).
 210. 42 U.S.C. § 12112(d) (1994); 29 C.F.R. § 1630.14 (1998).
 211. American Management Association, AMA 2004 Workplace 

Testing Survey: Medical Testing, New York: American 
Management Association, 2004, 1.

 212. American Management Association, 2001 AMA Survey 
on Workplace Testing: Medical Testing: Summary of Key 
Findings, New York: American Management Association, 
2001, 1; “The Genetic Information Nondiscrimination 
Act (GINA) of 2008,” http://www.shrm.org/LegalIssues/
FederalResources/FederalStatutesRegulationsandGuidanc/
Pages/TheGeneticInformationNondiscriminationActof2007.
aspx.

 213. “US to Outlaw Corporate Prejudice Based on Genes,” New 
Scientist, May 5, 2007, www.newscientist.com/channel/life/
genetics/mg19426023.300-us-to-outlaw-corporate-prejudice-
based-on-genes.html.

 214. 42 U.S.C. § 12112(d) (3) (1994); 29 C.F.R. § 1630.14(b) (1)-(2) 
(2000).

 215. Leonel v. American Airlines Inc. (9th Cir. 2005), No. 03-
15890. See also, Ruiz, G., “Use Care When Conducting Pre-
Employment Tests,” Workforce Management Online, June 2006, 
www.workforce.com/archive/article/24/41/15.php?ht=care%20
when%20conducting%20pre%20employment%20tests%20
care%20when%20conducting%20pre%20employment%20
tests.

 216. U.S. Department of Labor, “Working Partners News Room,” 
www.dol.gov/asp/programs/drugs/workingpartners/newsroom.
as.

 217. U.S. Department of Labor, “Drug Testing,” ELaws—Drug-Free 
Workplace Advisor, http://www.dol.gov/elaws/drugfree.htm.

 218. Carr, E., “Current Issues in Employee Substance Abuse 
Testing,” The Synergist, May–June 2004, http://www.dol.gov/
asp/programs/drugs/workingpartners/materials/abuse_testing.
asp.

 219. Frieswick, K., “Background Checks,” CFO Magazine,  
August 1, 2005, www.cfo.com/article.cfm/4220232/1/c_ 
4221579?f=insidecfo.

 220. McGregor, J., “Background Checks That Never End,” 
BusinessWeek, March 20, 2006: 40.

 221. U.S. Equal Employment Opportunity Commission, “EEOC 
Enforcement Guidance,” April 25, 2012, http://www.eeoc.gov/
laws/guidance/arrest_conviction.cfm.

 222. Conlin, M., “You Are What You Post,” BusinessWeek, March 
27, 2006: 52–53.

 223. National Conference of State Legislatures, “Employer Access 
to Social Media Usernames and Passwords 2013,” 2013, http://
www.ncsl.org/issues-research/telecom/employer-access-to-so-
cial-media-passwords-2013.aspx.

 224. Federal Trade Commission, “Using Consumer Reports: What 
Employers Need to Know,” March 1999, http://www.ftc.gov/
bcp/edu/pubs/business/credit/bus08.shtm.

 225. Ruiz, “Staying Out of Legal Hot Water While Conducting 
Background Checks.”

 226. Frieswick, “Background Checks.”
 227. Federal Trade Commission, “Using Consumer Reports.”

M09_PHIL3491_03_GE_C09.indd   299 12/09/14   7:24 PM



300	 Chapter	9	 •	 Assessing	External	Candidates

 228. Crane, A. B., “The ABCs of Pre-Employment Background 
Checks,” Bankrate.com, February 16, 2005, www.bankrate.
com/brm/news/advice/20050216a1.

 229. Interim Healthcare of Fort Wayne, Inc. v. Moyer, 746 N.E.2d 
429, 431 (Ind. App. 2001).

 230. Ruiz, “Staying Out of Legal Hot Water While Conducting 
Background Checks.”

 231. Ibid.
 232. Stevens-Huffman, L., “Hiring Top Sales Performers,” 

Workforce Management Online, May 2006, www.workforce.
com/archive/feature/24/36/39/index.php?ht=.

 233. Hausknecht, Day, and Thomas, “Applicant Reactions to 
Selection Procedures.”

 234. Carbonara, P., “How Nucor Hires: Build Yourself a Job,” Fast 
Company, August 1996: 76.

 235. See Potosky, D., Bobko, P., and Roth, P. L., “Forming 
Composites of Cognitive Ability and Alternative Measures to 
Predict Job Performance and Reduce Adverse Impact: Corrected 
Estimates and Realistic Expectations,” International Journal of 
Selection and Assessment, 13, 4 (2005): 304–315.

 236. Ryan, A. M., Wiechmann, D., and Hemingway, M., “Designing 
and Implementing Global Staffing Systems: Part II—Best 
Practices,” Human Resource Management, 42 (2003): 85–94.

 237. Olanoff, “Facebook Opens Up on Its Hiring Process and 
Engineers Have to Do a Lot of Coding During It.”

 238. Bueno, C., “Get That Job at Facebook,” Facebook 
Engineering, July 20, 2012, https://www.face-
b o o k . c o m / n o t e s / f a c e b o o k - e n g i n e e r i n g /
get-that-job-at-facebook/10150964382448920.

 239. Parr, “How to Land a Job at Facebook.”
 240. Bueno, C., “Get That Job at Facebook.”
 241. “Facebook Programming Challenge,” Facebook, 2013, https://

facebook.interviewstreet.com/recruit/challenges.
 242. Johnson and Johnson, “2009 Investor Fact Sheet,” Johnson & 

Johnson, http://www.investor.jnj.com/investor-facts.cfm.

M09_PHIL3491_03_GE_C09.indd   300 12/09/14   7:24 PM



301

10
Assessing Internal Candidates

Outline

Succession Management and Career Development at Fluor
The Firm’s Internal Assessment Goals

Evaluating Employees’ Fit with Other Jobs
Enhancing the Firm’s Strategic Capabilities
Gathering Information with Which to Make Downsizing Decisions
Gathering Information with Which to Make Restructuring Decisions
Maximizing Fit
Assessing Accurately
Maximizing the Firm’s Return on Its Investment in Its Assessment System
Generating Positive Stakeholder Reactions
Supporting the Firm’s Talent Philosophy and Human Resource Strategy
Reinforcing the Organization’s Employer Image
Identifying Employees’ Development Needs
Assessing Ethically
Complying with the Law

Internal Assessment Methods
Skills Inventories
Mentoring Programs
Performance Reviews
Multisource Assessments
Job Knowledge Tests
Assessment Center Methods
Clinical Assessments
The Nine Box Matrix
Career Crossroads Model

Managing Succession
Developing a Succession Management System
What Makes a Succession Management System Effective?

Career Planning
Develop Your Skills: Making a Career Development Plan

Integrating Succession Management and Career Planning
Succession Management and Career Development at Fluor
Summary

Chapter

M10_PHIL3491_03_GE_C10.indd   301 12/09/14   6:59 PM



302	 Chapter	10	 •	 Assessing	Internal	Candidates

Learning Objectives

After studying this chapter, you should be able to:
◾	 Identify the goals of internal assessment.
◾	 Discuss how internal assessment can enhance a firm’s strategic capabilities.
◾	 Describe different internal assessment methods.
◾	 Discuss the importance of integrating succession management and career development.
◾	 Describe two models of internal assessment.

Succession Management and Career Development at Fluor

Fluor Corporation is a global engineering, construction, and maintenance company with over 
41,000 employees across six continents.1 In 2013 Fluor ranked first in the Engineering and Construction 
category of Fortune magazine’s list of most admired companies.2 Fluor’s commitment to developing 
its employees has become even more important in the face of increased globalization and an aging 
workforce. Many of the firm’s employees are nearing retirement while its need for global leaders is 
increasing.3

Fluor is especially concerned about the talent pipeline for its project managers because they are 
top drivers of revenue through their management of programs and projects. Many of the  company’s 
top executives are promoted through the project management career track,4 and Fluor wants to  ensure 
the continued development of this key group of employees and ensure that important  positions do not 
go unfilled. Imagine that Fluor asks your advice about how to best manage the succession management 
and  career development of its project managers. After studying this chapter, you should have some 
good ideas.

internal assessment is the evaluation of a firm’s current employees for training, reassignment, 
promotion, or dismissal purposes. In addition to evaluating which employee skills are needed to 
execute their business strategies and assessing their employees to see if they have these skills, 
firms assess their workers’ suitability for other jobs and create development opportunities for 
them. If done on a continual basis, internal assessment enhances a firm’s workforce capabilities 
and better aligns employees’ competencies with the firm’s business strategy.

Despite the fact that internal assessment is such a critical staffing function, many  companies 
do internal staffing very poorly. Because employees are “known,” their managers and organiza-
tions often mistakenly assume the employees do not need to be systematically and deliberately 
assessed. This can be particularly problematic in smaller firms where most employees regularly 
work with each other and feel that they know each other’s capabilities.

In this chapter, we discuss some of the primary goals of internal assessment followed by a 
variety of internal assessment methods. Finally, we discuss two internal assessment models and 
ways of evaluating the effectiveness of an internal assessment system. After reading this chapter, 
you should have a good understanding of the importance of internal assessment and assessing 
employees for a variety of staffing-related purposes.

The Firm’s inTernal assessmenT Goals

The assessment goals identified in the previous chapter are relevant to internal assessment as 
well. These goals are as follows:

•	 maximizing	fit,
•	 assessing	accurately,
•	 maximizing	the	company’s	return	on	its	investment	in	its	assessment	system,
•	 generating	positive	stakeholder	reactions,
•	 supporting	the	firm’s	talent	philosophy	and	HR	strategy,
•	 establishing	and	reinforcing	the	firm’s	human	resource	strategy,
•	 establishing	and	reinforcing	the	firm’s	employer	image,

internAl Assessment

the evaluation of a firm’s current 
employees for training, reassignment, 
promotion, or dismissal purposes
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•	 identifying	employees’	developmental	needs,
•	 assessing	ethically,	and
•	 complying	with	the	law.

Internal assessment can serve three additional purposes: evaluating employees’ fit with the 
firm’s other jobs, assessing employees to enhance the firm’s strategic capabilities, and gathering 
information with which to make downsizing decisions. We discuss each of these goals next, as 
well as how the external assessment goals identified in Chapter 9 apply to internal assessment.

evaluating employees’ Fit with other Jobs

Assessing employees’ competencies to determine their fit with the requirements of other jobs in 
the company is one of the most common uses of internal assessment. When an employee wants to 
be considered for another position or for a promotion, he or she is typically evaluated against the 
company’s values and requirements for the position compared to other applicants. For example, 
when evaluating store employees for promotion opportunities, the discount retailer Costco evalu-
ates employees on their intelligence, people skills, and merchandising savvy.5 Internal leadership 
assessments can also be used to identify who a company’s potential future leaders should be. 
PanCanadian Petroleum, for example, actively tries to identify “bright lights” and employees who 
possess critical skills by scanning the entire organization for high-potential young managers.6

enhancing the Firm’s strategic Capabilities

Aligning a firm’s talent with its vision, goals, and business strategy positions the firm to compete 
effectively and win in the marketplace.7 To be able to plan and prepare for its future business 
needs, a company needs to assess its current employees with an eye toward the future. This 
includes their ability and willingness to learn and adapt to new situations.8 In addition, a com-
pany cannot know what training to offer employees unless it first assesses their strengths and 
weaknesses. Although this is true for all companies, it is particularly true for firms changing 
their business strategies or pursuing a different competitive advantage.

When FedEx wanted to adjust its policies-and-procedures-driven organizational culture to 
focus on leadership and getting the job done, it first needed to assess and develop the leadership 
skills of its mid-level managers. To do this, it used a Web-based tool to evaluate and develop 
the seven leadership competencies FedEx considers essential for mid-level managers.9 When a 
market leader in the food industry wanted to better execute its growth strategy, it shifted its focus 
from managing costs to generating top-line growth. The company knew it needed employees 
with new capabilities, including the ability to innovate, think strategically, and maintain a strong 
customer focus. To determine who these people would be and to develop their skills, the firm 
conducted an internal talent assessment by presenting future-oriented simulations in an assess-
ment center. The developmental planning and coaching enhanced participants’ capabilities and 
improved the company’s ability to execute its new strategy.10

After a firm assesses its employees, underperforming employees with low potential are 
 typically transitioned out of the company. Meanwhile, “blocked” employees—that is, good 
employees who lack promotional opportunities—are assisted in terms of improving their motiva-
tion and performance. High-potential employees are identified for further development and are 
prepared for advancement opportunities.11 Some firms prefer to call groups of employees targeted 
for accelerated development “acceleration pools” rather than “high-potential pools” because the 
latter term implies that employees not in the pool are not high potential.12 To avoid alienating 
employees not labeled “high potential,” Yahoo! avoids calling any employees high potential. 
The firm’s executive training program is offered not only to individuals identified as promotion 
candidates, but other employees as well. Nonetheless, Yahoo! pays special attention to its stars 
and focuses on the training and career development of select employees to reduce the chances that 
these key employees will leave. The leadership potential of employees is also identified through 
their performance reviews and at an annual session held by Yahoo!’s senior executives.

Gathering information with Which to make Downsizing Decisions

In addition to bringing in new employees and moving employees into other jobs in the company, 
staffing sometimes involves transitioning employees out of the company through downsizing. 
Firms often downsize to reduce their headcount and corresponding labor costs, or to improve 
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their efficiency. As we have indicated, in addition to using internal assessments to identify low 
performers who should be downsized, employees can also be assessed with an eye toward the 
competencies and capabilities the firm anticipates needing in the future. Employees who have 
the competencies the company needs to execute its business strategy or to create or maintain its 
competitive advantage might be retained, and employees lacking the characteristics and abili-
ties the firm needs to succeed in the future might be the ones let go. The information services 
department of one particular firm is a case in point. After completing a strategic staffing plan 
that previously promoted employees based solely on how well they had performed in the past, 
the department began considering the competencies it would need in the future. As a result, some 
previously high-performing employees were asked to leave because they were judged unable 
to learn and apply new technology. Other employees who weren’t currently high performers 
were kept because their skills and experience were consistent with the company’s future talent 
needs.13 Some companies also assess not only whether employees have the competencies the 
firm needs to compete successfully in the future, but also whether or not they really want to use 
those competencies.14 We discuss downsizing more extensively in Chapter 12.

Gathering information with Which to make restructuring Decisions

Restructuring involves reorganizing work to enhance the firm’s strategic execution. This usually 
requires moving some employees to other positions, changing job requirements, and transition-
ing some employees out of the company. Both restructuring and downsizing decisions should be 
based on the firm’s business plan and consider the ability of individual employees to contribute 
to the new plan. Understanding a company’s profit-generating processes, services, and products 
and how a firm’s jobs and employees contribute to each of them will make employee reassign-
ments more strategic and effective.

maximizing Fit

Person-job, person-group, and person-vocation fits, described in Chapter 9, are relevant to inter-
nal assessment as well as external assessment. Just as new hires need to be able to perform the 
jobs for which they are hired, employees need to perform their new jobs and effectively work 
with their new supervisors and coworkers.

To hire the best managers, the nature of the hiring process is as important as the assess-
ment methods used to evaluate candidates. Due to union contracts or company policies, some 
organizations promote employees because of seniority rather than because they would be the 
best fit with the open job. Although experience and seniority tend to be somewhat related to a 
person’s on-the-job performance, the relationship is not always strong. There is no guarantee 
that the most senior employee will be the most qualified, or the best fit, for the job.15 It is as 
important to assess internal candidates on the characteristics required in the open position as it is 
to assess external candidates.

For example, many public institutions use a complicated system of job bidding for state 
jobs which is based on both seniority and job qualifications. If a department’s administrative 
assistant position is vacated at the state university, employees in the same job classification 
from across all state agencies can bid on the position. The department may ultimately have to 
select, not from an ideal pool of candidates with university experiences, but rather from a pool 
of employees with similar jobs from correctional institutions, state government agencies, etc.16

To maximize the person-organization fit, a firm should assess its employees’ qualifications, 
styles, and values that relate to the organization’s strategy, values, and processes. As people move 
up the company’s hierarchy, they are increasingly responsible for shaping and reinforcing the 
company’s culture. Ensuring that the people who are promoted will reinforce rather than under-
mine the organization’s values can be an important internal assessment goal. At the same time, 
it is not always best for the next generation of managers to maintain the status quo. Leadership, 
innovation, and competitive reassessment all determine what a firm will need in the future.

Complementary and supplementary fits are also relevant internal assessment goals. An 
employee being transferred or promoted needs to complement or extend the competencies of his 
or her new work group. Together, complementary and supplementary fit help to ensure that pro-
moted or transferred employees will work well in their new work groups and bring new, helpful 
skills to the table.
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assessing accurately

Internal assessment systems must also be valid and accurately identify the candidates who would 
be the most and least successful in open jobs. No assessment system is perfect. Obviously, 
 however, more valid assessment systems do a better job than less valid ones. High validity, or 
accurately predicting job performance and other important criteria, such as tenure and promot-
ability, is a critical function of both internal and external assessment systems. As you learned 
in Chapter 9, the goal is to generate high numbers of true positive and true negative hiring out-
comes, and minimize the numbers of false positive and false negative outcomes.

maximizing the Firm’s return on its investment in its assessment system

Another important internal assessment goal is to maximize the firm’s return on its investment 
in its internal assessment system. As we explained in Chapter 9, some companies simply do 
not have the money to invest in expensive assessment systems, even if they more accurately 
identify the best talent. Sometimes less costly selection procedures—for example, using better 
performance reviews and assessing employees while they rotate through job assignments—can 
yield comparable, valid results. The equations provided in Chapter 9 provide a way to estimate a 
company’s return on its investment in a new assessment system.

Generating Positive stakeholder reactions

Meeting the needs of different stakeholders in the staffing process is another assessment goal. As 
with external assessment methods, if an internal assessment method does not also meet the needs 
of the firm’s employees, hiring managers, and recruiters, it is not as effective as it could be. For 
example, a firm’s managers might not want to regularly assess each of their employees’ promo-
tion potential and developmental needs because of the sheer time involved. Employees might 
react negatively to the processes used to determine who gets a promotion if they perceive them to 
be unfair. An assessment method’s fairness, ease of use, speed, and ability to predict important 
job success outcomes all influence whether recruiters, supervisors, and managers use it correctly 
and consistently. Training people about the benefits of assessment techniques and their use and 
rewarding people for doing so correctly and consistently can help. So can having a reliable and 
competent assessment system expert available to assist them.

Another negative stakeholder reaction can occur when employees are turned down for the 
promotions or lateral moves for which they were considered. These employees might potentially 
be less motivated or even try to leave the organization. The potential for this to occur is even 
greater when an employee has been turned down multiple times. It is important to treat these 
employees with a great deal of respect and maximize their procedural and interactional justice 
perceptions. Honest communication about what they could do to be more competitive for the 
positions they are interested in, and developing an action plan to give them training or develop-
mental experiences that would better prepare them for the position can enhance their motivation. 
If an employee is interested in a position that the firm feels he or she will not likely ever get, it is 
important to communicate this honestly but sensitively to the employee and to try to find another 
career path for the person. If a talented employee who has been passed over for promotion or 
transfer in the past is a finalist for a current position, it can be a good idea to consider this when 
choosing whom to promote or transfer. The choice may be between promoting the person or 
 losing him or her.

After spending the time and money to hire, train, and develop subordinates, some  managers 
do not want their best employees transferred out of their unit. This can reduce their willingness 
to participate in internal assessment programs. If managers fear their resources could be poached 
from within, policies and procedures such as a minimum period of time an employee must stay 
in a job before being promoted can be implemented.17 Other managers naturally feel rewarded 
by developing and mentoring their employees to move up in an organization. Indeed, managers 
who are known for developing their direct reports and who are more rapidly promoted within the 
firm are also likely to be managers who have little difficulty recruiting talented employees who 
want to work for them.

Managers should be assessed and rewarded for their ability to develop promotable talent. 
They need to believe the rewards of participating honestly in the process are greater than the 
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rewards of not doing so. One way to do this is by tying their performance appraisals and pay to 
their participating in internal assessment programs. Communicating and reinforcing strong, clear 
statements of this nature to managers can help get their buy-in to the idea that talent belongs to 
the company rather than themselves. For example, when Warner-Lambert’s human resources 
team prepared a set of principles as part of a redesign of its practices, the first principle stated, 
“Talent across the company is managed for the larger interests of the company. Our divisions are 
the stewards of that talent, and company-wide interests prevail.”18

supporting the Firm’s Talent Philosophy and human resource strategy

Another goal of an assessment system is to support the organization’s talent philosophy and 
human resource strategy. Viewing employees as investors might stimulate a company to incor-
porate more developmental feedback into the assessment process to improve the promotability of 
employees. By contrast, a firm that views its employees merely as assets is less likely to do this. 
An organization that wants people to contribute over long-term careers needs to view employees 
in terms of their long-term career potential within the company, and to help employees identify 
and pursue career paths that interest them. In this case, identifying the competencies, styles, and 
traits required for career advancement within the company is also relevant.

reinforcing the organization’s employer image

Maintaining an organization’s employer image is an important staffing goal. To establish and 
maintain its image as an employer, a company must “walk the walk” and genuinely be what it 
claims to be. An organization claiming to provide an environment in which employees can grow 
their careers will not be successful in establishing or maintaining that image if it does not give 
them performance feedback and development opportunities. One of the goals of the internal 
assessment process should be to reinforce the organization’s desired image among employees. 
This can also help improve employee retention by reminding them that the company values them 
and by clarifying how they fit into the company’s strategy and future direction.

identifying employees’ Developmental needs

As we have discussed, if an employee’s assessment shows that he or she lacks critical skills that 
will be needed in the future, training and development can be provided to correct the situation. 
For example, Wyeth Pharmaceuticals regularly assesses its employees’ skills. Employees who 
fail to obtain scores of at least 90 percent must immediately improve their skills and then later 
undergo another round of testing of them.19

assessing ethically

As we discussed in Chapter 9, the entire selection process needs to be managed ethically. The 
process needs to be honest. Employees need to understand how it works, including how their test 
results will be used and ensured that their privacy will be protected. The firm also needs to com-
municate with candidates when it promises to. As we explained in Chapter 9, test administrators 
should be properly qualified and trained, and the firm should carefully consider the ethics of 
using any assessment methods applicants find invasive.

An additional ethical issue involves the confidentiality of an employee’s application 
for another position in the company. If a supervisor or work group thinks that an employee is 
likely to leave, they may treat the employee differently and invest less in the person’s future 
 development. Some employees do not want their supervisors or coworkers to know that they are 
considering other opportunities. Consequently, it can be important for the firm to have confiden-
tiality policies and procedures in place to respect the wishes of these employees.

Complying with the law

The Uniform Guidelines on Employee Selection Procedures discussed in Chapter 9 apply to all 
selection procedures used to make employment decisions, including performance evaluations 
and other internal assessment methods.20 The Principles for the Validation and Use of Personnel 
Selection Procedures and the Standards for Educational and Psychological Testing discussed 

M10_PHIL3491_03_GE_C10.indd   306 12/09/14   6:59 PM



	 Chapter	10	 •	 Assessing	Internal	Candidates 307

in Chapter 9 are also relevant for internal as well as external assessment. Fair, consistent, and 
objective assessments are key to assessment systems being legally compliant.

Monitoring equal employment opportunity (EEO) statistics based on positions and levels 
in the company is an important part of EEO compliance, too. In fact, the liability risk is often 
greater with internal versus external assessment and staffing efforts. This is particularly true 
when it comes to employee termination decisions and “glass ceiling” problems, which limit the 
advancement of women and minorities. Companies including Texaco and Coca-Cola have found 
themselves in legal trouble for promoting minorities at lower rates than Caucasians. Roberts v. 
Texaco21 found that African Americans were significantly underrepresented in high-level man-
agement jobs, and that Caucasian employees were promoted more frequently and at far higher 
rates for comparable positions within Texaco.

The plaintiffs in a lawsuit lost by Coca-Cola22 alleged that the company’s written and 
unwritten policies and practices allowed supervisors to essentially handpick candidates via word 
of mouth based on subjective criteria. Jobs were filled without being posted, candidates were 
chosen in advance, and supervisors disregarded interview results and manipulated scores in 
order to ensure that their favorites were chosen. Because this system prevented qualified African 
Americans from competing equally for positions or from even knowing that they were available, 
they were denied the opportunity to advance to the same level and at the same rate as equally 
qualified Caucasian employees.

To open up the promotion process and relieve the concerns of women and minorities who 
often feel shut out of promotion opportunities, Kodak’s Leadership Assessment and Development 
Center began an open-door program to develop anyone interested in being  considered for a super-
visory position. This approach enhanced the perceived fairness of the promotion process, and the 
experience helps many employees realize that they are not interested in higher-level jobs after 
all. After attending the introductory course, “So You Want to Be a Leader?” about 25 percent 
of participants “deselect” themselves, and after the second course giving instruction on handling 
supervisory duties including budgeting, staffing, and production, another 25 percent drop out.23

A firm’s internal selection processes can be heavily influenced by union contracts as well. 
Unions generally negotiate for promotions to be based on seniority, and any internal assessment 
or internal staffing terms included in a union contract must be complied with. The National 
Labor Relations Act of 1935 protects employees from discrimination based on their involvement 
in a union, and prohibits employers from making staffing decisions to discourage union mem-
bership. Employees also may not be discriminated against because they filed charges or gave 
 testimony under the National Labor Relations Act. Although America is losing its manufactur-
ing companies, unions remain strong in academia, hospitals, and the public sector.

inTernal assessmenT meThoDs

The assessment methods described in Chapter 9, including biographical information, structured 
interviews, simulations, assessment centers, and clinical assessments, can be as useful for assess-
ing internal candidates as they are for external candidates. When an international medical  products 
supply company redefined its field sales managers’ roles to better address the  company’s busi-
ness challenges, it identified new competencies, behaviors, and performance standards. It then 
immersed its current and potential field sales managers in simulations that reflected the changing 
nature and demands of the new roles. The idea was to assess the employees’ fit with the job skills 
they would need. It also provided a realistic preview of the position’s new requirements and 
identified the strengths and weaknesses of employees and the development they would need.24

In addition to all the assessment methods used with external applicants, there are a variety 
of additional assessment methods that can be used with internal job candidates. Because internal 
job candidates already work for the company, more and richer information is usually available 
to recruiters. Although employees can be assessed by an outside contractor, informal assessment 
methods conducted by the employee and supervisors can be equally effective and less costly.25

skills inventories

As John Walker, the global leader of Dow Chemical Company’s human resource department, 
states, “A lot of organizations talk about their core competencies, but unless they measure them 
it can be difficult to know what they really are.”26 A skills inventory (or skills databases) allows 

skills inventory

a company-maintained list outlining 
which employees have certain skills, 
compe tencies, and other relevant job 
characteristics
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a company to maintain a list outlining which employees have certain skills, competencies, and 
other relevant job characteristics. For example, if a firm were to need a sales associate who 
speaks French, the company could simply query its skills inventory database. The skills required 
for each job can also be used to create training and development plans for employees who want 
to eventually apply for those jobs.

Some companies use sophisticated software systems to manage the process, whereas 
 others rely on paper or spreadsheets. Technology can assist in the effective compilation and 
presentation of this information, including modules from SAP, PeopleSoft, Oracle, and Saba 
Software. When kept in a database, the information can be quickly searched to assign employees 
to new projects or to help identify employees to consider for other positions. Some organiza-
tions hold employees responsible for keeping their skills inventories updated and accurate via 
the company’s intranet. Once an employee possesses all of the qualifications necessary to be 
considered for another position, the software identifies the employee as ready to be considered 
when a vacancy arises.

The organization and its budget determine the number and types of skills tracked and at 
what level of detail each is evaluated. Skills inventories can be limited to basic information, 
such as the education, work experience, or training and certifications completed by employ-
ees when they initially begin working for the company. Alternatively, the inventories can 
be continually updated as employees acquire additional skills and qualifications. The latter 
is preferred—the better and more current the information in a skills inventory is, the more 
useful it will be in terms of predicting who will do the best job and where. IBM considers 
skills to be a company asset, and keeps its skills inventory open to managers and employees. 
Managers can view and update their employees’ files, and employees can view and update 
their own files. When forming teams, staff members query the inventory to find out which 
employees have complementary skills.27 When gaming company Caesars Entertainment reor-
ganized its operations, the senior team  created a database of the performance and potential 
of the company’s top 2,000 managers. It also analyzed the ability of the top 150 managers to 
assume different positions.28

mentoring Programs

Mentoring is a dynamic, reciprocal relationship between a more-experienced employee 
 (mentor) and a more junior employee (protégé) aimed at promoting the career development of 
both.29 Mentoring relationships can be established through formal mentoring programs in which 
a  mentor is assigned to an employee, or they can be informal and develop on their own.

Mentoring people can be a good way to initially assess employees as well as enhance 
their careers and improve their chances of being promoted. Mentors can be asked to nominate 
their protégés for positions they feel they are ready for or vice versa. Mentoring can also be an 
 effective training tool for smaller companies that can’t afford formal training programs.

Via its Executive Coaching Practice program, Wachovia Corporation developed over 
70 internal coaches who mentor and support 189 leaders across the bank. The coaches evaluate 
participants’ leadership competencies, create individual development plans for them, and pro-
vide them with ongoing support. In 2006, Wachovia estimated that the program reaped the firm 
over $360,000 per coaching engagement.30

Performance reviews

An employee’s supervisor usually conducts performance reviews (also called performance 
appraisals). An employee’s supervisor is often the person not only most familiar with the 
employee’s performance, but also responsible for it. Thus, employees generally expect 
 performance appraisals from their supervisors and prefer it to be their main source of feed-
back.31 Nevertheless, this doesn’t mean the appraisal process has to be limited to supervisors 
only. For example, an employee’s peers and subordinates see different aspects of the person’s 
work behaviors and performance.32 Moreover, in some situations, an employee’s supervisor 
is actually less able to observe him or her than other people. Traveling salespeople are a good 
example. Many of these people spend most of their time working alone—not under the eye 
of their supervisors. In this case, people other than the supervisor might be better qualified to 
evaluate the salespeople.33

mentoring

a dynamic, reciprocal relationship 
between a more-experienced employee 
(mentor) and a more junior employee 
(protégé) aimed at promoting the 
career development of both
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multisource assessments

Multisource assessments (sometimes called 360-degree assessments) involve an employee’s 
supervisor as well as other people familiar with the employee’s job performance. These raters 
typically include the employee, his or her subordinates, peers, and even the company’s internal 
and external customers.34 The sources can be used alone or together, as shown in Figure 10-1, 
and should be weighted based on their credibility. A source’s ability to actually observe and 
accurately rate the employee should also be considered. Table 10-1 summarizes the frequency 
with which each rating source is able to observe an employee’s task and interpersonal behaviors. 
Next, we discuss each of the sources in more detail.

Asking an employee to assess his or her own performance and capabilities can be useful. 
Self-assessments help identify areas in which employees feel they could benefit from additional 
coaching or development. The problem is that people aren’t always good judges of their own 
talents. Some high performers tend to rate themselves lower than do other raters, and others rate 
themselves too high.35 The key reasons to include self-evaluations are to allow employees to 
provide performance documentation that their supervisors or others don’t have and convey their 
developmental goals and desired career tracks to the firm.

Peers tend to get a good look at each other’s task and interpersonal behaviors. This is 
 especially the case when work is done in teams. At the consulting firm Booz Allen Hamilton, for 
example, employees receive 360-degree competency assessments annually, involving as many 
as 15 of their colleagues.36 For peer ratings to work well, employees must believe the process 
is fair.37

To reduce the influence of politics and friendships, peers need to understand the character-
istics required for success and be familiar with the job requirements matrix for the position. As 
is done with Olympic judges, some companies eliminate the lowest and highest peer ratings and 
average the rest.38 Employees can be asked to assess each peer’s promotion readiness or to rank 
order or vote for their most promotable peers. Some firms ask employees to nominate peers they 
feel would be good candidates for openings. Peer ratings have been found to have an average 
validity of .51 when it comes to predicting promotion criteria.39

FiGure 10-1 Multisource Assessments

multisource Assessments

performance reviews that involve an 
employee’s supervisor as well as other 
people familiar with the employee’s job 
performance
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Asking subordinates to appraise their managers is often the most controversial feature of a 
multisource assessment program. Although subordinates may not see all their supervisors’ task 
behaviors, they very often see their interpersonal and leadership behaviors. Thus, subordinates 
have a unique and important perspective on their managers’ behaviors, strengths, and limita-
tions. One shortcoming of subordinate feedback is that subordinates are often reluctant or even 
afraid to give their supervisors negative feedback. Rater anonymity is critical. If subordinates 
feel that their responses might be identifiable (e.g., if the supervisor has only a few subordinates 
and can discern “who said what”) or if they fear reprisal, then subordinate ratings are not likely 
to be accurate, if subordinates agree to participate at all.

Internal customers are users of any products or services supplied by another employee or 
group within the same organization. External customers are those outside the firm, including 
other companies and the general public. Both internal and external customers have a moderate 
opportunity to observe employees’ task and interpersonal behaviors. Their feedback helps to 
incorporate the perspective of the company’s stakeholders beyond the typical chain of command. 
Because employees are often rewarded only for satisfying the expectations of the people who 
control their compensation, incorporating customer feedback into the rewards process expands 
the range of stakeholders employees will seek to please.

Because external customers do not see or understand the work processes and rules that 
influence employees’ task behaviors, they often cannot easily separate an employee’s task 
behaviors from the regulations, policies, and resources that affect and constrain the employee’s 
options. As a result, some experts believe that it can be best to ask external customers to only 
evaluate an employee’s interpersonal behaviors.40

Often the ratings provided by people who do not supervise the worker are used only for 
employee development and performance evaluations. By contrast, promotion and transfer deci-
sions are usually based on supervisors’ ratings. In addition, most firms require a supervisor’s 
manager to ensure that he or she has been diligent in conducting an employee’s performance 
assessment as well as confirm the results of it.41

Job Knowledge Tests

Job knowledge tests can be as useful for internal assessment as they are for external assessment. 
Because well-developed and validated job knowledge tests can measure a person’s knowledge, 
experience, cognitive ability, and motivation to learn, they can help to predict which employees 
will perform the best in an open position. Many organizations, including police departments, 
use job knowledge tests to assess promotion candidates. At the U.S. Customs Service, evaluat-
ing employees for promotion to special-agent positions involves a five-hour battery of tests that 
includes a job knowledge test assessing a candidate’s technical skills; a critical thinking test; and 
an in-basket exercise that measures the candidate’s leadership competencies, including how well 
they plan, prioritize, schedule, and delegate work. Applicants who pass the battery then take a 
writing-skills assessment test and participate in a structured interview.42

assessment Center methods

As you have learned, assessment centers measure job candidates’ knowledge, skills, abilities, 
and competencies by putting them through a series of simulations and exercises that reflect 
the typical challenges of the job they’re applying for. Assessment centers can very effectively 

Table 10-1   The Frequency with Which Different Raters are able to Observe an employee’s Task and 
Interpersonal behaviors

Self Supervisor Subordinates Peers Internal Customers external Customers

Task Behaviors High 
Frequency

Medium 
Frequency

Low Frequency Medium-to-High 
Frequency

Medium  
Frequency

Low  
Frequency

Interpersonal 
Behaviors

High 
Frequency

Low 
Frequency

Medium-to-High 
Frequency

Medium-to-High 
Frequency

Medium  
Frequency

Medium  
Frequency
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identify a person’s strengths and weaknesses. The centers also can do a good job of predicting 
how successful candidates are likely to be in particular positions.43 The degree to which the 
centers result in adverse impact, or disproportionate hiring rates for different ethnic or gender 
subgroups, varies depending on the exercises used. Assessments typically include an interview, 
cognitive testing, personality testing, and a simulation.44

Because Cessna Aircraft Company has fewer people doing more work than it used to, it 
feels that it can’t afford to make a bad hiring decision. Thus, the company wants to have a good 
look at how people will do their jobs before they hire them. Cessna’s Independence, Missouri, 
plant uses an elaborate role-playing exercise for managers that simulates a “day in the life” 
experience of a busy executive. A job candidate spends up to 12 hours in an office with a phone, 
fax, and in-basket stuffed with files and letters. Throughout the day, the job candidate works 
through memos and handles problems, such as a phone call from an angry customer. This type of 
exercise is typical of the type of assessment that an outside assessment center would conduct.45

As we have explained, because of their high cost relative to other assessment methods, 
assessment centers are used more for managerial and higher-level jobs. Many of the skills and 
competencies assessment centers evaluate can also be assessed by giving employees the oppor-
tunity to demonstrate their managerial talent by becoming a project team leader or committee 
chair. Assessment centers seem to work in a variety of organizational settings, and can be useful 
for making selection and promotion decisions as well as training, career planning, and improving 
a person’s managerial skills.

Clinical assessments

clinical assessments rely on trained psychologists to subjectively analyze a candidate’s 
 attributes, values, and styles in the context of a particular job. Ability and personality tests, inter-
views, and direct observations of the behavior of employees are different types of activities done 
during clinical assessments. The clinical assessment is usually presented as a written description 
of the candidate, and may or may not contain a “clear hire” or “don’t hire” recommendation.46 
Like the tests conducted at assessment centers, clinical assessments are expensive. Consequently, 
they tend to be used for higher-level positions, such as executive and CEO positions—that is, 
positions associated with greater power and influence and for whom the job descriptions may be 
more flexible. In cases such as these, companies sometimes use a psychologist to try to evaluate 
a candidate’s strengths and weaknesses and determine the broad impact a candidate would likely 
have on the organization if the person were hired.

The nine Box matrix

A nine box matrix is a combined assessment of an employee’s performance and potential. 
Many Fortune 500 companies including Bank of America, GE, and Medco Health Solutions use 
some variety of the nine box matrix for classifying their managers’ current job performance and 
 potential for advancement. The nine box matrix plots three levels of current job performance 
horizontally: exceptional performance, fully performing, and not performing. Vertically, three 
levels of performance potential are plotted: eligible for promotion, room for growth in current 
position, and not likely to grow beyond current position. A high performer with high poten-
tial would be given the highest rating, followed by both high current performers with moderate 
potential and moderate current performers with high potential. The reasons for the underperfor-
mance of low performers with low potential should be assessed, and these employees then either 
assigned to a lower level or different position or transitioned out of the company.47

The value of the nine box matrix depends on the quality of the assessment methodology 
that determines the box in which each individual is placed. The nine box matrix is a method 
for displaying judgments made about employees, not for making those judgments. It can help 
companies understand the overall strength of their workforces, but only if the employees are 
accurately evaluated in the first place.48

Career Crossroads model

When Walt Mahler, a human resource consultant and teacher, got involved in the design of 
General Electric’s succession management process in the early 1970s, he found that differ-
ent leadership levels in an organization require different sets of competencies and values.49 

clinicAl Assessments

assessments that rely on trained psy-
chologists to subjectively analyze a 
candidate’s attributes, values, and 
styles in the context of a particular job

nine box mAtrix

a combined assessment of an 
 employee’s performance and potential
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Mahler concluded that the most successful leaders change their perspective on what is important 
as they move to higher levels of leadership. For example, a finance manager has to see his or her 
role differently when managing the finance function than when managing an entire business unit. 
If the business-unit leader failed to broaden his or her view of finance as the most critical aspect 
of his or her job, the leader would not master the additional nonfinance aspects of the business. 
It can be very difficult for individuals to change their perspective about what is important after 
years of schooling and work experience. That said, a leader’s values and priorities must change 
to fit the enhanced breadth of each new position he or she holds.

The career crossroads model focuses on managerial and leadership positions rather than 
technical or professional work. The natural hierarchy of work that exists in most large, decentral-
ized business organizations consists of six career passages—from the entry level to the top job, 
with each passage representing increased complexity. The six passages are:

•	 Starting	Point:	Managing	yourself
•	 Passage	1:	Managing	others
•	 Passage	2:	Managing	managers
•	 Passage	3:	Managing	a	function
•	 Passage	4:	Managing	a	business
•	 Passage	5:	Managing	multiple	businesses
•	 Passage	6:	Managing	the	enterprise

Each passage requires that a person learn new values and skills and unlearn old ones. 
One of the biggest talent mistakes organizations can make is to promote people based solely 
on their mastery of their current positions rather than on their potential and readiness to assume 
the responsibilities and adopt the values of their new positions as leaders (although some 
 continued development and coaching is generally required for this to occur). Effective succes-
sion  management should produce an abundance of high-performing, high-potential talent to 
draw from for each leadership level. Because the career crossroads model takes a long-term per-
spective, it enhances the organization’s ability to create its own leadership talent from a broad 
talent base rather than relying on identifying and hiring external star performers to become the 
firm’s leaders.

In smaller organizations, the number of leadership layers is reduced, but the skills required 
of leaders are similar. Managing others rather than solely managing oneself is the most common 
transition, and one that many people find difficult. In very small organizations, the owner typi-
cally manages everyone else in the company. However, in medium-sized companies, there may 
be a middle layer of management in which managers or supervisors are themselves managed. 
Depending on the organization’s needs and structure, functional managers may exist, and the 
owner acts as the CEO. Smaller organizations are also unlikely to have the luxury of having a 
large number of employees to choose from when a leadership position opens. The situation can 
be even more critical for the survival of smaller organizations because the departure of even one 
key person can cripple the organization if a successor is not found quickly.

manaGinG suCCession

succession management is an ongoing process of systematically identifying, assessing, and 
developing an organization’s leadership capabilities to enhance its performance.50 Succession 
management involves ongoing strategic talent planning, retirement and retention planning, and 
talent assessment and development.51 As we explained in earlier chapters, succession manage-
ment can ensure the continuity of a firm’s leadership, prevent key positions from remaining 
vacant, and prevent employees from being promoted prematurely.

Succession management requires much more than simply identifying which employees 
should be promoted. It should integrate the management of a firm’s talent with the organiza-
tion’s strategic plan. If done far enough in advance, succession management can sometimes 
affect the choice of which business strategy to pursue. For example, if a regional clothing store 
is planning to expand nationally, having a substantial amount of managerial talent in the firm’s 
pipeline can be a prerequisite for opening the new stores. If the firm’s succession planning 
indicates that managerial talent is in short supply, the organization can make hiring employees 
with the  potential to become store managers a key goal of its recruiting and hiring process. 

succession mAnAgement

an ongoing process of systematically 
identifying, assessing, and developing 
an organization’s leadership capabili-
ties to enhance its performance
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Alternatively, the company can plan to hire store managers from outside of the company to staff 
its new  locations. Or, it can scale back its expansion plans altogether.

In short, succession management affects the organization’s long-term direction and growth. 
This is particularly important when you consider the fact that so many baby  boomers are retir-
ing. The increased demand for diverse employees is also becoming more important. As a result, 
many organizations are integrating workforce diversity into their succession  management.52 
Allstate, for example, has successfully used succession management to ensure that it identi-
fies and develops diverse slates of qualified candidates for all its key positions. The insurance 
company assesses all employees’ current job skills and creates road maps for them outlining the 
competencies they need to advance within the company. The company then makes sure they get 
the training they need, including coaching and mentoring, classroom training, and a variety of 
career experiences.53

Although succession management can expedite the process of replacing a departing 
employee, employees identified by succession management as candidates for an open posi-
tion should not be the only employees considered for the job. Ideally, information about an 
opening should be disseminated to all employees to give them the opportunity to apply for the 
position in case some talent is being overlooked. As you learned earlier in the chapter, it is 
also important to ensure that information about position openings does not become a secretive, 
employee- alienating situation. It is obviously not ideal for a qualified employee who would have 
been interested in a job opportunity to not learn about the vacancy and miss the opportunity. 
Moreover, sometimes it can create legal problems for companies, as the Coca-Cola discrimina-
tion example presented earlier in the chapter illustrated. When done well, succession planning 
reinforces a company’s philosophy of treating its employees as investors rather than assets. It is a 
key driver of employee retention and sends a signal to the firm’s stakeholders that the company’s 
leaders are preparing for the future.54

succession management plans are written policies that guide the succession management 
process. Succession management plans should be put in place before they are needed, and can be 
very good investments. One study found that chief executives hired from outside the company 
are paid almost three times more than those promoted from within.55

When McDonald’s CEO Jim Cantalupo died unexpectedly, he was replaced six hours later. 
A few weeks later, his replacement, Charlie Bell, was diagnosed with cancer, and the company’s 
board of directors again made an orderly replacement, in part because McDonald’s had a good 
 succession management plan.56 By contrast, when Frank Lanza, chairman and CEO of defense 
contractor L-3 Communications, died suddenly and unexpectedly at age 74, the company hadn’t 
prepared for it. The firm’s board of directors took three days just to name an interim chief executive, 
and the company was widely speculated to be a takeover target because of the leadership crisis.57

It should be noted that succession management not only helps a firm’s future managers 
and top executives prepare for their positions, it also results in the creation of a series of “feeder 
groups” up and down a firm’s leadership talent pipeline.58 By contrast, replacement planning 
is narrowly focused on creating backup candidates for specific senior management positions. 
Replacement planning is helpful for quickly identifying a possible successor when a position 
unexpectedly opens. However, it does little to improve a firm’s long-term leadership readiness.

Developing a succession management system

After choosing the position on which to focus, the first general step in a succession  management 
project is to check that the job description outlines the current and future competencies, behav-
iors, and values a person needs to perform at a high level in the key position. For example, if the 
organization is planning to change its culture to become more service oriented, new customer 
service competencies will probably need to be added to the job requirements matrix and job 
specification. If technology will become more integrated with the position, technology skills 
should be added. As people move up in an organization, new ways of managing and leading are 
needed in terms of (1) the capabilities required to execute the new responsibilities; (2) new time 
frames governing how one works; and (3) new work values, or what is believed to be important 
and the focus of one’s effort.59

The second general step is to identify each interested candidate’s strengths, weaknesses, 
and succession readiness through formal assessment centers and skills testing, or more informally 

succession mAnAgement 
plAns

written policies that guide the succes-
sion management process

replAcement plAnning

the process of creating backup candi-
dates for specific senior management 
positions

M10_PHIL3491_03_GE_C10.indd   313 12/09/14   6:59 PM



314	 Chapter	10	 •	 Assessing	Internal	Candidates

via supervisory assessments. Maintaining skills inventory records can seem burdensome, but it 
is a critical task. One of the barriers to successfully maintaining these records is the volume of 
information that is sometimes requested from managers responsible for updating the system. If 
the system is user-friendly and only data relevant to making advancement decisions is collected, 
then the burden will be reduced.

The third step is to create a plan to continually and systematically improve the capabilities 
of all identified succession candidates. This requires that succession management be thought of as 
a continuous process, not something that is done only once or twice a year. Using the assessment 
of candidates’ competencies, training programs and development opportunities can be identified 
to increase candidates’ readiness for the key positions. If candidates are given information about 
the areas in which further development would help prepare them for their targeted positions, they 
can be active partners in systematically building the competencies they need to move to those 
positions. As we explained earlier in the chapter, some companies enable employees to access 
their own profiles to ensure that the information about them is updated and  accurate. This also 
tends to make employees active partners in the succession management process.

The fourth step is to create a plan to identify qualified and interested internal candidates for 
open positions. A thorough and updated database of skill profiles can greatly facilitate this step. 
In addition, work assignments and other developmental activities need to be regularly assigned 
to candidates who are likely to be promoted or who want to be promoted.

Figure 10-2 shows a database used to track succession candidates. The succession pool for 
Customer Service Manager Peter Fry is shown, as well as the time frame in which each succes-
sor is expected to be ready to assume Fry’s position. Clicking on each succession candidate’s 
name brings up additional information about that candidate’s strengths and development needs.

The fifth step involves evaluating the company’s succession management system. One 
large organization boasted having a succession management process, but after analyzing the 
data about the program’s success, it realized that virtually no senior managers ever came out of 
it. Clearly, some other subjective criteria were being used to determine promotions, which risks 
demoralizing good employees and increasing their turnover.60 The sixth, and final step, is to 
continuously improve the succession management system. Succession plans should also be con-
tinuously reviewed and modified as an organization changes. The process should be designed to 
be ongoing, fluid, and adaptable to a firm’s shifting business conditions. Table 10-2 summarizes 
the steps involved in developing an effective succession plan.

Job Incumbent Turnover
Risk 

Possible 
Successors 

Successor 
Readiness 

Customer Service 
Manager

Peter Fry Moderate Amy Finn 3–6 months

6–12 months
3–6 months

John McCarthy

Sara Menendez

Strengths: leadership, customer 
service skills 
Needs: budgeting experience 

FiGure 10-2 Succession Management Database

Table 10-2  Steps in Developing a Succession Management System

 1. Assess current and future competencies, behaviors, values, etc., needed for future job 
performance in the chosen position

 2. Assess each identified and interested candidate’s strengths, weaknesses, and readiness 
to move into other positions

 3. Create a plan to continually and systematically improve the capabilities of all identified 
succession candidates

 4. Create a plan to identify qualified and interested internal candidates for open positions
 5. Evaluate the system on relevant criteria including the number of positions filled with 

candidates who have been the target of succession management activities
 6. Continually improve the system
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What makes a succession management system effective?

The best succession systems bridge the gap between the individual career development 
 opportunities facing employees and the long-term business conditions facing firms.67 For 
 example, if the succession management system fails to identify qualified internal candidates for 
a particular position, action plans need to be developed to remedy the talent gap. The company 
might look externally for talent, or, it might redesign the work to reduce the need for the talent 
expected to be in short supply. In 2012, three in ten newly appointed CEOs came from outside 
the organization.68 The system might also reveal that a firm has a larger number of interested 
and qualified internal candidates for a target position than was expected or than is realistically 
needed. This knowledge can help an organization plan alternate career paths for the surplus 
 talent, helping to prevent the turnover of these employees when they do not get the promotions 
for which they are ready.

As with assessment methods, fairness and communication openness are critical compo-
nents of succession management. The process should be impartial, open, and backed by top 
management. Employees should be able to express an interest in being considered for positions 
that appeal to them, and should not be coerced into pursuing positions in which they are not 
interested. The succession management process also needs to make sense to, and be usable by, 
different business units. A standardized process can help to focus and guide the development of 
employees to meet the strategic needs of the organization, and increase employee perceptions of 
the program’s fairness by reducing opportunities for favoritism.

The process should also align with other human resource processes, including recruit-
ment, selection, rewards, training, and performance management. For example, if the current 
 succession plan for a position indicates that the organization lacks depth in a particular talent, 
adjustments to the recruitment and selection system can bring more of that talent into the orga-
nization. Finally, for a succession management program to work well, a firm’s managers need to 
be involved in and committed to the process. Their employee assessments, promotabilty ratings, 
and employee development activities are crucial. Table 10-3 provides some tips for effective 
succession management.

Career PlanninG

career planning is a continuous process of career-oriented self-assessment and goal setting.69 
When integrated with the organization’s succession management and labor forecasting pro-
cesses, career planning and succession management can help give any organization a snapshot of 
the talent available to meet its current and future needs.70

Table 10-3  Succession Management Tips

Here are some experts’ recommendations for creating and maintaining an effective succession 
management system:
•	 Keep the process simple. Make the process logical and simple so that busy line managers 

do not feel that the process is burdensome.61

•	 Use technology to support the process. Information technology enables the timely 
monitoring and updating of developmental needs and activities.62

•	 Align your succession management plan with your firm’s overall business strategy. Top 
executives and line managers will be more supportive of a system that clearly reinforces 
the organization’s corporate goals and objectives.63

•	 Focus on development. Succession management must be a flexible system oriented 
toward developmental activities rather than merely a list of high-potential employees and 
future positions they might fill.64

•	 Model effective succession management behaviors at the top. Company executives 
need to both model effective succession management behaviors and hold line managers 
responsible for developing their subordinates’ skills and knowledge.65

•	 Approach succession management as a key business activity. Because it plays a key role in 
a firm’s long-term business strategy execution, succession management should be treated 
as a key activity for the firm.66

cAreer plAnning

a continuous process of career-ori-
ented self-assessment and goal setting
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In the career planning process, the goals, preferences, and capabilities of  employees are 
assessed via interest inventories, interviews, assessment centers, and so forth. The  current 
and future needs of the organization based on the human resource strategy and succession 
plan of the firm are then compared to the talents and motivations of employees, and the 
degree of match or mismatch is discussed with each individual employee. Career develop-
ment opportunities are then identified to help workers build the competencies and talents 
they need to achieve their future goals. General Mills tailors each employee’s career devel-
opment to his or her professional needs, long-term aspirations, and potential for  personal 
growth.71

Organizations can increase employee retention and the depth of talent available for lead-
ership positions by integrating the career planning and succession management processes, and 
by linking them to organizational goals and strategies. By helping individuals match their 
career interests with realistic career opportunities in the organization in which they currently 
work, career planning can reduce employees’ perceptions that they need to leave the organiza-
tion to accomplish their career goals. Kimberly-Clark, for example, provides its employees 
career paths that are both broad and diverse. By giving its employees cross-functional oppor-
tunities (opportunities in different positions in different departments),72 the company helps 
them increase their responsibility levels, expertise, and leadership capabilities so they can 
reach their goals.

Like succession management, career planning needs to complement the expected future 
talent needs of the organization. For example, if an organization expects to expand in the next 
10 years, career planning can help identify current employees who are willing to pursue advance-
ment opportunities in the company and help it execute its expansion goals.

Too often succession management is done without telling employees that the organiza-
tion recognizes their potential. An organization’s high-potential talent should be informed of 
their status in the company and should know that the organization has its eye on them for 
advancement in the company. Career planning helps to facilitate this process and coordinate 
employees’ personal goals with the organization’s needs. For example, as part of its career 
planning effort, The Hartford Financial Services Group has a Web site that employees and 
their managers can search by subject, competency, course title, and so forth to identify devel-
opmental opportunities for employees. Employees can also use The Hartford’s intranet to look 
up job families, identify possible advancement paths, and identify the differences in expecta-
tions, responsibilities, and competencies required for the paths.73

As with succession management, the career planning process should be evaluated and 
improved as the organization’s and employees’ needs change. Because employees need to 
stay with the organization long enough to transition into the other positions for the suc-
cession management and career planning processes to be worthwhile, the return on the 
career planning and succession management investment is obviously greater for organiza-
tions with lower levels of employee turnover. Integrated career planning and succession 
management programs can show employees that their career goals can be reached within 
the organization.

This chapter’s Develop Your Skills feature describes how to create your own career 
development plan. Many career development tools are available to expand and improve 
employees’ skill sets and prepare them to be competitive for other positions in the organi-
zation. These tools increase the probability that future internal recruitment efforts will be 
 successful, and include:

•	 Assessment centers that simulate the position an employee is interested in pursuing so the 
person can evaluate whether or not he or she will be a good fit for the job.

•	 career counseling and career development workshops that help individuals understand 
the jobs that best match their aspirations and talents as well as develop the skills they need 
to successfully compete for opportunities.

•	 training and continuing education that can provide employees with skills training in 
a more formalized educational setting. Professional associations can also be a source of 
continuing education.
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•	 Job rotation, challenging assignments, and mentoring that can provide skill develop-
ment less formally.

•	 sabbaticals that can be used to reenergize employees and give them the opportunity to 
develop skills and pursue other interests via workshops, formal classes, or travel.

•	 challenging and developmental job assignments that enhance employees’ key competen-
cies and give them on-the-job experience before they assume new positions.

The last item in the list—challenging job assignments—is one of the best career develop-
ment tools.77 However, it is common for organizations to try to fill challenging assignments with 
people able to do the job well right now rather than to consider the assignments opportunities 
for career development. Sometimes firms are reluctant to use challenging job assignments for 
career development because their managers believe that moving people around and taking them 
away from their current job responsibilities is not worth the disruption. There can also be a lack 
of clarity about what skills should be developed in whom and what learning opportunities the job 
assignment offers.78

Because people learn when they are put in situations that require skills they do not 
currently have, organizations should consider using challenging job assignments as part of 
their career development process. Some organizations have formal systems to evaluate the 
development potential of projects and assign the jobs associated with them to fast-tracked 
talent. Cox Communications, a cable-TV and telecommunications provider, begins its talent 
review process by gathering information about its employees’ career interests and willingness 
to relocate. Managers provide feedback to their employees through a series of review meet-
ings, and then work with them to create development plans to match them to projects based 
on their needs.79

Figure 10-3 shows a sample career plan.

A career development plan should be an important part of 
your career planning process. Specifying your career goals 
and creating an action plan for your personal and professional 
growth will better enable you to meet those goals. A career 
development plan typically contains both short- and long-
term career goals as well as the actions, courses, activities, 
and other types of development that you plan to undertake 
to meet them. In making a career development plan, follow 
these three steps:

 1. Assess yourself. Identify your current skills, knowledge, 
abilities, and interests. If you don’t currently know what 
career you intend to pursue, books74 and online career 
 development tools, such as the following, can be of help:
•	 Testing Room (http://quintcareers.testingroom.com): After 

you complete a self-assessment, the Web site suggests 20 
to 40 careers that fit you.

•	 Career Planner (www.careerplanner.com): Provides  online 
career tests, one-on-one career counseling sessions, and 
free career planning information, advice, and ideas.

•	 Bridges Transitions Inc. (https://access.bridges.com/auth/
login.do?market=adult): Helps you identify possible 
career choices by matching careers with your chosen 
characteristics.

 2. Set goals. Identify your short- and long-term career goals 
based on your personal and career interests. Your career 
goals might involve being promoted or attaining greater 

responsibility and variety in your present position. When 
setting your career goals, consider the following:75

•	 Looking	beyond	 the	current	year,	what	are	your	goals	
for future career development?

•	 What	competencies	would	you	like	to	develop	to	posi-
tion yourself for future success and career growth?

•	 Are	 there	 any	 changes	 taking	 place	 in	 your	 company	
that could affect your developmental priorities?

•	 Generate	a	list	of	goals	and	then	prioritize	the	top	three	
goals on which to concentrate your efforts.

•	 Seek	 feedback	 and	 discuss	 your	 options	 with	 your	
supervisor and others familiar with your work per-
formance, interests, and aptitudes to gain additional 
insight.

 3. Develop an action plan. Evaluate the gap between your 
current situation and your goals and clarify what capa-
bilities you need to develop. For each objective, identify 
the time frame for its completion and how you plan to 
develop the capability. Your action plan options  include 
on-the-job or formal education or training, mentor-
ing, making a  lateral move, changing to a lower job 
grade for developmental purposes, gaining experience 
in a different geographical region or culture, or taking 
a temporary  assignment to explore a new area before 
committing to it.76 Your action plan can and should be 
revised as your goals change and as your competencies 
develop.

Develop Your SkillS
Making a Career Development Plan
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inTeGraTinG suCCession manaGemenT anD Career PlanninG

An organization’s succession management and career planning processes should be thoroughly 
integrated with one another. The two also need to be integrated with the firm’s other human 
resource functions and systems. The goal is to identify human resource management practices 
that presently encourage or discourage effective succession management and employee devel-
opment. For example, if employees tend to perceive a particular promotion as unattractive 
because it requires longer hours, greater responsibility, and very little additional pay, address-
ing these issues can increase the desirability of the position. Likewise, if an organization’s 

After you analyze your talents, interests, and goals and research possible occupations,
you are ready to set career goals and plan how to reach them. A career plan helps you
identify both short- and long-term goals and activities to help you succeed in your
chosen career.

Career Goal:
To become a robotic engineer and ultimately design, plan, and supervise the
construction of robots to be used in police work.

Requirements:
Bachelor’s or master’s degree in engineering.

Teamwork skills.

Creativity.

Analytical skills.

Knowledge of mechanical and electrical engineering.

Related Current Skills and Interests:
Summer worker for Robotronics Inc.

Earned A’s in high school and college robotics and engineering courses.

Experience working in a team.

3.8/4.0 high school GPA.

3.9/4.0 college GPA.

Career Plan:

Earn a bachelor’s degree from Virginia Tech’s College of Engineering.

Gain related job experience by finding a summer robotics internship through the
university’s career placement center.

Network to develop relationships with five robotic engineers.

Network to develop relationships with three robotic engineering professors in my areas
of interest.

Join campus organizations for engineering students.

Join a national robotics association.

Short-Term Goals:

Maintain high current GPA.

Graduate in the top 10 percent of my college class.

Earn good test scores and be accepted to a quality robotics graduate program.

Continue to acquire related work experience at Robotronics, Inc.

Improve my creativity and analytical skills by taking courses designed to enhance
them.

FiGure 10-3 A Sample Career Plan
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external recruitment and selection systems do not result in talented and promotable new hires, 
the  succession management and career development programs will have very little raw material 
with which to work. As a result, a firm’s talent “bench” is likely to stay weak regardless of the 
organization’s commitment to promotion from within.

Delta Air Lines is an example of a company that has successfully integrated its  succession 
management and career planning processes. Delta Air Lines’s human resource planning process 
integrates employees’ career interests, skills, and abilities as well as their perceptions of their 
own job performance with their managers’ assessments of their performance and  experiences 
to assess employees promotability, possible job moves, strengths, and developmental needs. 
During review meetings, the assessments are examined and validated, and the succession plans 
for all the company’s executive positions are reviewed. Managers then provide feedback to 
their employees and work with them to create an appropriate development plan. The highest-
potential employees receive a year of focused development and special exposure opportunities. 
The success of Delta’s human resource planning proces s is evaluated by measuring the promo-
tions of employees against the company’s succession plans, the diverse mix of those people 
thought to be promotable, and the retention of high-potential employees.80 Colgate-Palmolive 
uses its performance management process and each employee’s individual development plan 
to identify high-potential talent at the company’s local, regional, and global levels. When it’s 
considering staffing a position, Colgate-Palmolive doesn’t consider only what the business 
needs but also the development needs of various candidates to round out each candidate’s 
overall experience.81

Firms also need to assist and encourage employees to decide for themselves where they 
want their careers to go. American Greetings interviews all of its high-potential employees 
to determine what they like and dislike about their jobs and what their individual goals are. 
Even if an employee claims to have no interest in advancement, American Greetings creates a 
 developmental plan with the primary objective of making him or her more effective in the job he 
or she already has.82

Succession Management and Career Development at Fluor

Because Fluor’s project managers are a key driver of its revenue, Fluor invests heavily in an extensive 
mentoring and career development program for them. Every project manager is also expected to help 
the next generation obtain the skills and experience needed to succeed in the job.83 Formal and informal 
learning programs in addition to individual development plans and annual performance review feedback 
support employees’ career development.

Fluor also identified 52 unique development frameworks that describe the competency requirements 
at early, middle, and later career points within a job family. From their first day on the job employees have 
access to information about required and recommended training, reading, skills, and work experiences for 
each path to help them obtain the skills and experiences they need to advance in the company.84

To provide a long-term program for senior leadership development and succession, as well as 
emergency planning, Fluor’s Board of Directors’ Organization and Compensation Committee plans 
for chief executive officer succession as well as for other key senior management positions. The CEO 
provides the committee with an annual assessment of senior managers and their potential to assume the 
various roles. The Organization and Compensation Committee gives an annual succession planning 
report to the board of directors that includes plans for a sudden and unplanned inability of the CEO or 
other senior executives to fill their positions.85

Summary

The success of an internal staffing strategy depends in large 
part on the retention and development of internal talent. A 
commitment to internal recruitment rather than staffing higher-
level positions externally can give organizations a competitive 
advantage over their competitors by enabling succession plan-
ning, reducing the risk of top employees leaving for better jobs 

elsewhere, and minimizing the risk of critical positions in the 
organization remaining vacant after the departure of an incum-
bent. Succession management practices help to ensure that suc-
cessors are developed and ready to assume their new roles when 
an opening arises. By facilitating the smooth transitioning of 
talent as people move through the organization and optimally 
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Takeaway Points

 1. A company’s internal assessment goals largely mirror its 
 external assessment goals. These objectives include evaluat-
ing the fit of  employees with other jobs, enhancing the firm’s 
 strategic  capabilities, gathering information with which to make 
 downsizing decisions, maximizing fit, making accurate and ethi-
cal  assessments, generating a high return on the firm’s invest-
ment in its assessment system, generating positive stakeholder 
reactions, supporting the firm’s talent philosophy and human 
resource strategy, reinforcing the organization’s employer 
image, identifying development needs, and maintaining legal 
compliance.

 2. By assessing its current capabilities and future talent needs as 
well as the potential of its employees to learn necessary new 
skills, a firm can enhance its strategic position. In addition 
to ensuring that the company has the right amount of the right 
skills in place when it needs them, the information can be 
used to develop career paths for employees and provide them 
with the training they need to reach their goals, as well as the 
firm’s goals.

 3. The methods used to conduct an internal assessment include skills 
inventories, mentoring, job knowledge tests, performance reviews, 
tests conducted at assessment centers, and clinical assessments.

 4. The nine box matrix and the career crossroads model are two types 
of internal assessment models that have been developed.

 5. Integrating its succession management system with the career 
 development plans of its employees helps a company align its 
 career goals with the firm’s leadership succession needs. The 
 career planning process assesses the goals, preferences, and 
 capabilities of employees, and compares them with the current and 
future needs of the organization based on the company’s human 
resource strategy and succession plan. Matches or mismatches are 
then discussed with each individual employee to remedy the gaps 
and offer the employee potential career development opportuni-
ties. A company can also change its recruiting strategies, business 
strategies, and the way it does its work to remedy a talent gap.

 6. Like external assessment systems, internal assessments should be 
continually reevaluated and changed over time as a firm’s business 
strategies and workforce change.

deploying talent across the organization, succession manage-
ment and internal recruiting help an organization execute its 
business strategy and meet its business goals. Career planning 

is best done in conjunction with succession management to 
ensure that employees desire the job and career opportunities 
that the organization would like them to pursue.

Discussion Questions

 1. How is internal assessment useful for more than just evaluating 
employees for other positions in the company?

 2. How can a mentoring relationship benefit both the mentor and the 
protégé?

 3. Using the nine box matrix, an employee doing a good job might 
actually be rated lower than a mediocre employee who has been 
working in a developmental stretch assignment. Do you feel that 
this is fair? Why or why not?

 4. Given how important succession management programs are, how 
can companies persuade their managers to support and commit to 
their succession management activities?

 5. Discuss whether an employer has greater responsibility towards 
career planning than an employee does.

Exercises

 1. Strategy Exercise: Working in groups of three to five students, 
read the following vignette and develop some suggestions for the 
company based on the material you read in this chapter. Be pre-
pared to share your ideas with the class.

Twisted is a small company with big dreams. The shopping 
mall–oriented hot pretzel company has successfully grown its reve-
nues by a rate of 10 percent annually over the last 10 years. Twisted 
wants to sustain its growth rate in the years ahead. The company has 
traditionally hired new store managers from outside of the company. 
However, in the last few years, it has had a difficult time recruit-
ing enough of these people. The CEO feels that there are probably 
a large number of employees who might make good managers. 
However, the company has no good internal assessment systems in 
place to identify them. The CEO asks your group to help the firm 
identify internal managerial talent so it can continue to pursue its 
growth strategy. What methods would you suggest for doing so?

 2. Develop Your Skills Exercise: This chapter’s Develop Your Skills 
feature describes how to create a career development plan. It is 

never too soon to identify your short- and long-term career goals 
and analyze what skills, experiences, and other things you need 
to do to obtain your goals. Your assignment is to create your own 
career development plan that focuses on one- and five-year time 
horizons. Your action plan should include realistic activities that 
you can undertake to enhance your ability to meet the career goals 
you identify.

 3. Opening Vignette Exercise: In this chapter’s opening vignette, you 
learned how Fluor combines succession management and career 
development to ensure a solid talent pipeline of project managers 
and senior executives. Working in a group of three to five stu-
dents, reread the vignette. Be prepared to share with your class 
your answers to the following questions:

 a. Why do you think that Fluor’s internal assessment and devel-
opment system is so successful?

 b. What additional ideas do you have that could help Fluor fill as 
many internal positions as possible with its current employees?
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Semester-Long Active Learning Project

Develop an internal assessment strategy for evaluating employees for 
your chosen position. If the job you chose is not staffed internally, 

create an employee assessment plan to evaluate employees already in 
the position in the event downsizing becomes necessary.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s Case Study Assignment .
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General Electric (GE) is widely recognized for its leadership 
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CEO Jack Welch shaped and elevated the company’s phi-
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round learning sessions in which leaders from GE and outside 
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GE’s succession management system is fairly simple. GE man-
agers and executives are moved from job to job every two to three 
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process that provides managers with much-needed experience 
and exposure to certain elements of the business. This has allowed 
GE to build a management team that is very knowledgeable and 
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Questions

 1. Do you think that GE’s approach to succession manage-
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 3. Why does GE’s succession management approach work 
so well?
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Describe different ways of combining candidates’ scores on different assessment methods to calculate an 

overall score.
◾	 Describe three different ways of making a final choice of whom to hire.
◾	 Discuss the factors that influence the content of a company’s job offer.
◾	 Describe the four different job offer strategies.
◾	 Describe different types of fairness and explain why candidates’ perceptions of fairness are important to 

staffing.
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Up to this point in the book, we have focused on planning the staffing effort, attracting appli-
cants, and evaluating job candidates. The next stage of the staffing process involves choosing 
and hiring the best finalists. Because the cost of making a bad hiring decision is often many 
times that person’s salary,5 not to mention the effects of losing a high-potential candidate to a 
competitor, choosing whom to hire and persuading them to accept your offer are a critical part of 
the strategic staffing process.

Imagine the following evaluation scores for two finalists for a financial analyst’s position: 
Maria scored 80/100 on a job knowledge test, 35/50 on a structured interview, and 45/50 on a 
personality and values test designed to assess her fit with the organization’s culture and values. 
Pete scored 70/100 on the job knowledge test, 45/50 on the structured interview, and 35/50 on 
the personality and values test. Based on these scores, who should be hired? The answer depends 
on the way the firm weights and combines the scores. If the scores are averaged, Maria would  
receive the job offer. But if the structured interview scores are given greater weight than the 
other assessments, Pete might be the preferred candidate. If candidates must score at least 75 on 
the job knowledge test, however, then Pete would be out of the running.

There are different methods of combining candidates’ assessment scores. All the meth-
ods are relatively easy to understand, but you need to know how to use them. You also need to 
 understand how to go about persuading the best candidates to join your firm. In this chapter, we 
discuss the methods used to choose candidates as well as the employment contract and job offer 
process, negotiation, and closing the deal. After reading this chapter, you should have a good  
understanding of how best to choose which finalist should receive a job offer, and how to  
persuade that person to become an employee of your firm.

Choosing Candidates

Some candidates are so exemplary that to prevent them from accepting other companies’ offers, 
firms quickly offer to hire them prior to evaluating all their potential candidates. However, this 
is unusual. It is more common to combine candidates’ scores on a variety of assessment methods 
and compare their overall scores to determine whom to hire. We discuss how this is done next.

Combining Candidates’ scores

There are two ways of combining candidates’ assessment scores so that they can be compared 
with one another: the multiple hurdles approach and the compensatory approach.

the Multiple hurdles approaCh Requiring candidates to perform at a satisfactory level 
on one assessment before being allowed to continue in the selection process is called a multiple 
hurdles approach. As we explained in Chapter 9, it is common for firefighter candidates to be 
required to pass a strength test (e.g., a test requiring them to lift 40 pounds) early in the assess-
ment process. If candidates lack the physical capabilities they need, there is no point in wasting 

Hiring Top Performers at MarineMax

Recreational boating and yachting retailer MarineMax is a publicly traded, billion-dollar boat broker 
with over 50 retail locations.1 Focused on premium brands, such as Sea Ray, Boston Whaler, Meridian, 
Hatteras, Grady White, and the Ferretti Group, MarineMax complements its industry-leading brands 
with exclusive, value-added services including dedicated delivery captains, classroom and in-water cus-
tomer training, professionally organized Getaways! cruises, a no-haggle sales approach, and extensive 
after-sale service.2

Despite its size and continued growth, MarineMax works hard to retain the high level of service 
and personal interaction found at smaller companies. To continue its growth, MarineMax needs enthusi-
astic, talented, and highly motivated employees with leadership potential for jobs across the company.3 
The company knows that these people are hard to find and looks for ways to present appealing job offers 
to top talent. The company’s managers know these people are interested in intangible benefits, such 
as challenging work and advancement opportunities, in addition to top pay.4 MarineMax asks you for 
advice on how it can best persuade its top finalists to accept its job offers without ratcheting up its labor 
costs more than necessary.

multiple hurdles ApproAch

a scoring approach whereby 
candidates must receive a passing 
score on an assessment before being 
allowed to continue on in the selection 
process
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their time as well as the company’s time and resources by continuing to evaluate them if they do 
not exceed a minimum cutoff level of performance on a critical assessment.

The FBI uses a multiple hurdles approach when hiring special agents. Because their cog-
nitive abilities, problem-solving, and decision-making skills are so important, the FBI requires 
special agent applicants to pass a biodata inventory, a cognitive ability test, and a situational 
judgment test before being allowed to proceed in the hiring process.6 Because the multiple hur-
dles approach is costly and takes more time, the approach is generally used when the cost of an 
employee’s poor performance is high—for example, when the person has the potential to put 
people’s safety at risk.

American Express uses a three-part multiple hurdle assessment system in which only peo-
ple performing well on the current assessment are allowed to advance to the next stage of the 
 assessment process. The first assessment is a questionnaire candidates complete on the compa-
ny’s Web site. The questionnaire assesses their work history, degrees obtained, and willingness 
to relocate. A summary report is then e-mailed to an American Express HR representative, who 
decides which applicants become candidates and advance to Level 2. Level 2 involves taking a 
45-minute test to assess whether candidates have the necessary characteristics identified by a 
job analysis. Candidates who do well on the test reach Level 3 and are invited for an interview.7

the CoMpensatory approaCh When you think about the best professors you have had, 
do you think they are equally talented in every way? Probably not. It’s more likely that your 
favorite professors had different talents as well as different combinations of them. For example, 
you might have had a professor with outstanding storytelling skills, whereas another one of your 
professors who lacked those skills could have been equally effective because of his or her abil-
ity to inspire and challenge you. The compensatory approach takes differences such as these 
into account. It allows high scores on some assessments to compensate for low scores on other 
assessments. For example, a company might allow a candidate’s successful work experience to 
compensate for a lower grade point average (GPA).

There are several ways to execute the compensatory approach. Job experts can review 
each candidate’s scores on the different assessments as well as any notes and other information 
acquired during the assessment process. The overall judgment of the firm’s job experts can then 
be used to integrate the different scores and determine each candidate’s total score. Their judg-
ment can also be used to make the final hiring decision or to determine if a candidate advances to 
the next phase of the hiring process. However, because different experts are likely to use differ-
ent criteria and weigh it differently, the risk of legal troubles increases when this method is used. 
Nonetheless, if the job experts have a significant amount of experience when it comes to making 
selection decisions, and if their acceptance of the selection process is important, relying on their 
judgment can be appropriate.

Job experts’ ratings may or may not produce the same scores as unit weighting. Unit 
weighting involves giving multiple assessments equal weight when computing a candidate’s 
overall score. If all the assessment methods a firm administers are equally useful predictors of 
job success, then unit weighting is appropriate. However, as we discussed in Chapter 8, when 
different assessments are made using different scales (e.g., if an interview is scored on a 1 to 
10 point scale but intelligence is scored on a 1 to 60 point scale) simply adding them together 
to produce an overall score does not equally weight the scores. The importance of the intelli-
gence assessment would be overweighted and the importance of the interview would be under-
weighted. In this case, the raw scores must be standardized before being combined.

Table 11-1 shows an example of converting raw to standardized scores that are combined 
using a unit weighting approach. Ying’s score of 89/100 is 1.5 standard deviations above aver-
age on the standardized interview, and Tony’s score of 60/100 is .4 standard deviations above 
average. Ying’s knowledge test score of 25/40 is 1.1 standard deviations above average, and 
Tony’s score of 35/40 is 1.7 standard deviations above average. Ying’s assessment center score 
of 6/10 is .9 standard deviation above average, and Tony’s assessment center score of 7/10 is 
1.1 standard deviations above average. Because the scoring of the assessment methods is so dif-
ferent, using scales ranging from 1 to 10 and 0 to 100 and then adding candidates’ raw scores 
would greatly overweight their structured interview scores and underweight their assessment 
center scores. Standardizing these scores makes it possible to compute an overall score for each 
candidate that can be compared with other candidates’ overall scores. In this case, although Tony 

compensAtory ApproAch

an approach whereby high scores on 
some assessments can compensate for 
low scores on other assessments

unit weighting

giving multiple assessments equal 
weight when computing a candidate’s 
overall score
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outperformed Ying on the knowledge test and assessment center, Ying’s strong performance 
relative to Tony’s in the structured interview resulted in her overall score of 3.5. That’s greater 
than Tony’s overall score of 3.2, so Ying is determined to be the stronger candidate.

rational weighting requires experts to assign a different subjective weight to each assess-
ment score. Job experts, including hiring managers, determine the weights based on the extent 
to which the job experts believe each assessment is important to a person’s on-the-job success. 
A candidate’s score on each assessment method is then multiplied by that assessment method’s  
weight, and each assessment’s weighted score is then added to produce an overall score. 
Although this approach has the advantage of recognizing that each score contributes differently 
to the candidate’s overall assessment, it requires the job experts to agree on the weights. In addi-
tion, there is no guarantee that the experts’ weights will best predict success on the job. Clinical 
assessments, which we discussed in Chapter 10, utilize the rational weighting approach.

statistical weighting involves the use of a statistical technique, such as multiple regres-
sion, to assign a different weight to each assessment score. A multiple regression analysis, a 
data analysis tool initially discussed in Chapter 8, is a statistical technique that identifies the 
ideal weights to assign each assessment score based on each assessment method’s correlation 
with job success and the degree to which the different assessment methods are intercorrelated.  
A multiple regression analysis is the most scientific approach to determining how to weight each 
assessment. Recall that the output of a multiple regression includes a formula that looks like this:

Overall score = c + 1b1 * a12 + 1b2 * a22 + 1b3 * a32 c
Recall also that c is a constant, the b’s are the statistical weights applied to each assess-

ment method to maximize the validity of the group of assessment methods, and the a’s are a 
candidate’s scores on each of the assessment methods. Any number of assessment methods can 
be used. For example, if the regression equation for a salesperson looked like this:

Overall score = 24 + 1.20 * Cognitive ability2 + 1.25 * Interview2 + 1.15 * Personality2
and the candidate’s cognitive ability score was 70, his or her interview score was 75, and person-
ality score was 50, then the candidate’s overall score would be 64.25:

 Overall score = 24 + 1.2 * 702 + 1.25 * 752 + 1.15 * 502
 Overall score = 64.25

This overall score is then used to evaluate whether the candidate should advance to the 
next phase of the assessment process or whether a job offer should be extended. This method 
can produce better hiring outcomes than can either unit weighting or rational weightings by job 
experts. However, to be accurate, the multiple regression approach requires HR professionals to 
collect a sample of several hundred or more candidates. If you don’t have a large sample size 
with which to work, unit weighting or rational weighting may be a better choice.

CoMbining the Multiple hurdles and CoMpensatory approaChes Often, some 
job requirements are essential to performing a job, but others can compensate for each other, as 
we have indicated. For example, a data entry candidate might need to type a certain number of 
words per minute with a minimum number of errors. These skills might be used as hurdles in an 

rAtionAl weighting

a weighting method whereby experts 
assign a different subjective weight to 
each assessment score

stAtisticAl weighting

a weighting method using a statistical 
technique, such as multiple regression, 
to assign a different weight to each 
assessment score

Table 11-1   Standardizing and Combining Raw Scores Using  
the Unit Weighted approach

Ying Tony

Raw Standardized Raw Standardized

Structured Interview 89 1.5 60 .4

Knowledge Test 25 1.1 35 1.7

Assessment Center 6 .9 7 1.1

Unit Weighted Overall Score 3.5 3.2
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initial assessment. However, his or her cognitive abilities, job knowledge, and personality might 
be compensatory factors. In this case, after clearing the initial hurdles, the person’s cognitive 
abilities, job knowledge, and personality scores would be weighted and combined in a compen-
satory manner, and the highest scoring candidate offered the job. The FBI special-agent selection 
process we mentioned earlier in the chapter is an example of such an approach.8

Cut scores, rank ordering, or banding can be used to choose which finalists receive job of-
fers. If a cut score is used, only finalists who exceed a minimum score on some or all of the assess-
ments are hired. Cut scores are often determined by job experts based on the job’s requirements or 
by a regression equation. The level of a cut score is based on what level of predicted performance 
is minimally acceptable. If a company’s talent strategy is to hire only the best, the cut score would 
be set at a high level. By contrast, if a firm is focused on filling vacancies in the short term rather 
than hiring people for long-term careers, then a lower cut score might be more appropriate. If a 
company is pursuing a cost-leadership strategy, a lower cut score might be necessary to hire peo-
ple at the targeted salary level. One problem with high cut scores is that they increase the number 
of false negatives because they result in the rejection of higher numbers of qualified candidates. 
Because this can increase the adverse impact of the selection system, a firm might consider lower-
ing its cut scores to reduce the number of false negatives among women and minorities.

Cut scores can be set in three ways. If job experts can establish a minimally accept-
able competency level, then the cut score can be set at this level. If the company needs to hire 
quickly, the first candidate who exceeds the cut score is sometimes hired. However, by taking 
this approach, the firm risks losing the opportunity to hire a more desirable candidate who might 
soon be recruited. If a company’s strategy is to hire top talent, it makes more sense to generate 
a pool of candidates before making a final hiring decision unless an exceptional candidate is 
identified early on.

Another option is to compare candidates’ assessment scores to each other and rank order 
them from highest to lowest score. One of the primary issues with using rank ordering is that 
it does not guarantee that any of the candidates meet or exceed minimum hiring standards. Cut 
scores do a better job of reducing the number of unqualified people being hired. Combining the 
two methods and making job offers to the highest-ranked candidates who exceed a cut score 
helps to leverage the strengths of both approaches.

Because rank ordering candidates can result in adverse impact, it is not always a desirable way 
to choose your employees, despite the fact that it can be highly valid and cost-effective. Sometimes 
banding can be a better alternative. Recall that with banding, everyone who scores within a cer-
tain range of scores is considered to have performed equivalently and assigned the same grade. A 
student earning 98 percent in a course receives the same A grade as a student earning 93 percent. 
Hiring within the band is then done randomly or based on other factors, such as the firm’s Equal 
Employment Opportunity (EEO) or affirmative action goals, the company’s desire to promote an 
internal candidate who might otherwise leave the company, the experience and languages spoken 
by candidates, and so forth. The widths of the bands are generally calculated on the basis of the 
standard error of measurement9 described in Chapter 8. Table 11-2 illustrates the use of banding.

Although banding can help reduce adverse impact, it does not always do so.10 It also cannot 
remedy deficiencies in the sourcing and recruiting of qualified minorities. However, it can help 
minimize the impact of measurement errors. After all, is someone with an overall assessment 

Table 11-2  banding Candidates

Candidate Overall Score band

Amy 87 1

Yu 85 1

Lee 79 2

Pedro 78 2

Amila 78 2

Bill 65 3

Tim 63 3

Lin 61 3
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score of 87.3 vastly better than a candidate whose score is 87.1—or even 86? Probably not. No 
test is perfect—a candidate’s true score is likely to be a little higher or lower than the score the 
person actually receives. Thus, rank ordering candidates won’t always produce the most accurate 
result or best hire. This is particularly true when the differences between candidates’ scores are 
relatively small or when the standard error of measurement is large.

When using cut scores or rank ordering, an additional decision needs to be made about 
whether to hire from the top of the list down, or to create a pool of finalists from which to make 
a final choice. This pool of finalists can then be rank ordered based on overall or specific assess-
ments. Alternatively, the candidates can be randomly selected or banded. There is no one best 
method of choosing the finalists to whom to extend job offers. At the very least, the firm’s cutoff 
scores should be set high enough so the company’s new hires at least meet or exceed any mini-
mum standards of success.11

Who Makes the Final hiring decision?

Industrial-organizational psychologists are experts at candidate assessment and test construc-
tion. Human resource professionals are experts in the staffing process. Although these people 
develop staffing policies and procedures, often make initial applicant screening decisions, and 
either have or know how to find legal and technical information relevant to the assessment and 
hiring process, it is hiring managers who are usually responsible for making actual hiring deci-
sions. Because the hiring manager will be supervising the person hired, he or she is also one of 
the primary stakeholders in the staffing process and should be involved in creating and evaluat-
ing staffing policies and procedures. If the work is done in interdependent teams, it is also not 
uncommon for the teams to be involved in making the final choice.

legal issues related to hiring Candidates

Legal issues are present throughout the hiring process. The candidate-choosing stage is no 
exception. In addition to the legal issues discussed in Chapter 3, people involved in the staffing 
process should be familiar with the Fair Labor Standards Act (FLSA), the Family and Medical 
Leave Act (FMLA), and the Uniform Guidelines on Employee Selection Procedures (UGESP).

the Fair labor standards aCt The FLSA12 covers working hours and the payment of 
overtime or compensatory time off to nonexempt employees. If an applicant is not hired because 
the person has previously exercised his or her rights under the FLSA (by requesting earned 
overtime pay, for example), a court may conclude that the applicant’s rights have been violated.

the FaMily and MediCal leave aCt The FMLA13 entitles qualified applicants up to  
12 weeks of unpaid leave for certain reasons. If an applicant is not hired because he or she had 
previously exercised his or her rights under the FMLA, a court may conclude that the applicant’s 
rights have been violated. For example, a federal appellate court held that an employer violated 
the act by failing to hire an applicant because, in the opinion of her employer, she had taken a 
lot of leave.14

the uniForM guidelines on eMployee seleCtion proCedures The UGESP15 apply 
to the candidate-choosing process when adverse impact is occurring. The UGESP require firms 
to either eliminate adverse impact or justify it through validation studies. The UGESP generally 
state that cut scores should be set no higher than the level necessary for new hires to perform 
proficiently. Determining the minimum proficiency level is up to the company. The UGESP also 
state that “the way in which normal expectations of proficiency within the workforce were deter-
mined and the way in which the cutoff score was determined” should be described.

As we explained in earlier chapters, to deal with adverse impact problems, the UGESP 
also discuss the use of “alternative procedures” that cause less adverse impact but that have simi-
lar validity to the problematic procedure. A cognitive ability test may do a good job predicting 
job success but it may result in adverse impact. In contrast, using a structured interview and a 
work sample may have the same validity without generating adverse impact. The UGESP do not 
relieve a company of any of its affirmative action obligations, and “encourage the adoption and 
implementation of voluntary affirmative action programs” for organizations that do not currently 
have any.
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an eMployer’s preFerenCe For diversity The Equal Employment Opportunity 
Commission (EEOC) encourages voluntary affirmative action and diversity efforts to improve 
opportunities for racial minorities in order to carry out the congressional intent of Title VII, which 
prohibits discrimination due to race, color, religion, sex, and so forth. According to the EEO com-
mission, “persons subject to Title VII must be allowed flexibility in modifying employment sys-
tems and practices to comport with the purposes” of the statute.16 That said, firms need to carefully 
implement affirmative action and diversity programs to avoid the potential for legal trouble.17

So, for example, when a company wants to increase the demographic diversity of its work-
force, can it make a hiring decision based on a person’s qualifications and a protected  characteristic 
such as age, race, or gender, or must the decision be based solely on the person’s qualifications? 
A common question is whether and under what conditions it is ever legally permissible for a 
legally protected characteristic to be a factor in candidate choice. Recent court rulings involving 
public institutions (police forces and universities) indicate that among candidates who are mini-
mally qualified for a job, race can be used as a “plus” factor if an “operational need” justifies the 
employer’s voluntary affirmative action efforts.18 Whether this ruling will be expanded to cover 
private employers is unknown.19 The U.S. Supreme court has not ruled on the issue.20

It is never permissible to hire a nonqualified minority candidate over a qualified nonmi-
nority candidate, however. In one case, a court held that a downsizing school district could not 
choose to retain a black employee instead of a white employee of equal seniority, ability, and 
qualifications, solely on the grounds of diversity, even though black employees were underrep-
resented in the school district.21 As you can see, it is important to consult legal counsel before 
using any legally protected characteristic as an employee selection factor.

Pursuing diverse candidates should not begin during the assessment stage of the hiring 
process. As we have indicated, if qualified diverse candidates are not recruited and, therefore, do 
not become part of the applicant pool, no selection system can identify them. If a firm’s sourcing 
and recruiting activities identify and attract qualified, diverse applicants, then applying a valid 
assessment system that has little to no adverse impact should generate quality, diverse hires. 
Successfully attracting qualified diverse applicants eliminates the need for firms to consider any 
protected characteristic as a plus factor in candidate choice.22

Job oFFer strategies

Given the importance of choosing the right candidates and the time and money invested in the staff-
ing process, it is amazing how little thought often goes into the job offer process. When a decision 
is made to extend a job offer, the focus should shift from evaluating the candidate to communicat-
ing your enthusiasm for him or her and persuading the person to choose to work for your company. 
Whether the job offer is standardized or whether a finalist will receive an enhanced offer because he 
or she has exemplary credentials, some thought should go into both the content of the job offer and 
its presentation. The goal of a job offer is not only to get the finalist to accept the offer, but also to 
strengthen his or her commitment to the firm, enhance his or her enthusiasm for joining the company, 
and reinforce the company’s desired image as an employer. It is important to note that this does not 
mean misleading the finalist about the job or firm. Indeed, one of the best times to present a realistic 
job preview (discussed in Chapter 7) is after a job offer has been made and before it is accepted.23

Particularly for firms with a talent philosophy of viewing employees as investors rather 
than assets, the job offer should maximize the employee value proposition offered to the finalist. 
As you learned in Chapter 4, the employee value proposition is the balance between the intrinsic 
and extrinsic rewards an employee receives by working for a particular employer. It is often 
impossible to list all a job’s rewards. Nonetheless, the job offer should be crafted to appeal to the 
finalist’s needs and values and closely mirror the rewards most important to the finalist.

To entice the best and brightest talent to join its workforce, Google offers its employees 
perks including free cafeteria meals, free use of laundry machines, a child care center, dog-
friendly offices, and an on-site doctor. Engineers are also able to devote 20 percent of their time 
to projects of their choice.24

Of course, before extending a job offer to a finalist, it is always a good idea to verify 
the truthfulness of any statements made by the applicant that were relied upon in assessing the 
 person—for example, his or her grade point average, prior work experience, and so forth. It is 
also wise for a firm to try to determine what the finalist’s prior salary was. Finally, it is a good 
idea to identify a backup hire in case your first choice does not take the job.
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Creating a Job offer

The type of job as well as organizational, applicant, external, and legal factors all influence the 
content of a job offer. Next, we discuss each of these factors.

the type oF Job The type of job influences the content of a job offer. Job offers vary depend-
ing on whether the position is full or part time, exempt or nonexempt from overtime pay, and the 
level of the position. Job offers for lower-level positions are often shorter and less detailed than 
the job offers made to fill executive positions.

organizational FaCtors The organizational factors that can influence the content of a 
job offer include the firm’s business strategy, staffing and compensation strategy and policy, 
internal equity, the company’s need to hire someone immediately, and union contracts. For 
example, a firm pursuing a cost leadership or operational efficiency strategy will likely try to 
keep its labor costs down. As a result, the company might be less willing to enrich a job offer 
than a company pursuing a differentiation or innovation strategy for which hiring top talent is a 
priority. The job offer must also be tied to the firm’s compensation strategy. For example, if a 
company has a policy of extending only standard job offers—in other words, if it doesn’t allow 
the employment terms to differ among different new hires—then the choice of what to include in 
a job offer is constrained. This has a number of implications, including the amount that a hiring 
manager can offer a finalist. The hiring manager might also have to get approval from someone 
else in the organization before making and/or negotiating a wage offer.

Some companies feel that it is important to preserve internal equity to ensure that the 
employment terms of a firm’s current employees are as good or better than the terms offered to 
new hires. For example, around the millennium, Java programming skills were in short supply. 
One way companies hired Java programmers was by offering them benefits and salaries that in 
many cases were higher than what existing employees were getting. This can, of course, create 
hard feelings and lead to morale problems and turnover.

Sometimes a new hire should not be given an enhanced job offer due to internal equity, but 
business necessity may require giving the person a higher salary. For example, the person could 
be essential to leading an important project or have special credentials. In the short term, this will 
help the firm maintain its staffing levels and meet an important short-term need. However, in the 
long term, it can be costly if the company’s current employees threaten to resign if their pay is 
not increased to the new employee’s level of pay.

If a company needs to fill a position immediately, it might decide to enrich a job offer to 
increase the likelihood that it will be accepted. By contrast, if a company can afford to wait, it 
might decide to present a more standard offer. Union contracts can also dictate many of the terms 
and conditions of the employment relationship and affect what must be included in a job offer.

FaCtors related to the Finalist Factors related to a finalist can affect the content of a 
job offer. These factors include the finalist’s fit with the job and organization, compensation and 
reward requirements, qualifications and experience, previous compensation package, values and 
needs, and whether the finalist has other job offers pending. If a finalist has good job offers from 
other firms and needs to make a decision soon, an enticing job offer might need to be presented 
to the person relatively quickly. Firms sometimes make a new job offer to a current employee 
in response to an offer he or she received from another employer (a counteroffer). Counteroffers 
often try to at least match what is being offered by the competitor.

external FaCtors As we have indicated, a number of external factors can affect the con-
tent of a job offer. These factors include the tightness of the labor market, the cost of living in 
an area, the risk and cost of a finalist being hired by a competitor, and the market level of com-
pensation and rewards for the position. If the finalist is the only finalist the organization wishes 
to hire, it might make a more generous offer to increase the likelihood of the person accepting 
it. If the area in which the new hire will live is expensive, some firms enrich the job offer to 
accommodate this additional expense. If the finalist has skills that could jeopardize the com-
pany’s competitive position if he or she was acquired by a competitor, enhancing the job offer 
to increase the chances it will be accepted can be strategic. For example, when a hiring manager 
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in a well-known investment banking firm announced he had just hired away the competitor’s 
best salesperson, he was asked, “But what will he do for us?” The hiring manager immediately  
responded, “I’m not sure, but he won’t be making $50 million a year for the competitor!”25

A firm can determine external factors, such as the cost of living and typical compensa-
tion levels, via salary surveys, consulting with trade associations, reading employment ads, and 
visiting competitors’ Web sites. Trade associations and trade magazines, employment agencies, 
and college placement offices can also provide helpful comparative salary information, as can 
the job offers finalists receive from other companies. Table 11-3 lists some Web resources that 
can be useful in determining market compensation levels. This information can help identify 
appropriate market-based salary ranges, but the firm must still decide what it wants its starting 
salary range and average to be for a given position. To ensure its starting pay offers are fair and 
consistent, the firm should develop a starting pay policy. A starting pay policy should specify 
what factors will be considered in setting the salary (e.g., education, work experience), identify 
any cap on the starting pay level (e.g., a job’s salary range midpoint or a market reference point), 
and describe any additional conditions including meeting internal equity standards. A statement 
of how exceptions to the policy may be granted should also be included, such as documented 
approval by a superior or by an HRM representative.

legal FaCtors Equal employment opportunity and affirmative action goals are the two pri-
mary legal factors that influence the content of a job offer. If a firm has an affirmative action plan or  
if it is actively pursuing diversity, its progress toward these goals might influence how high a job  
offer should be. If a company is having trouble getting some subgroups of finalists to accept  
job offers, enriched offers might be necessary. At the same time, organizations must ensure that 
job offers are comparable across protected characteristics to avoid charges of discrimination.

Figure 11-1 illustrates the factors that can influence the content of job offers.

Compensation decisions

How, precisely, do you decide what to offer finalists? As we have explained, the type of job, a 
firm’s business strategy, and staffing and hiring policies can affect the decision. So can external 
factors, such as tightness or looseness of the labor market and the finalist’s situation. A com-
pany with a low-cost strategy may offer finalists a salary at or slightly below market, bonuses 
tied to the individual’s and the company’s performance, and a standard benefits package.  
A company pursuing a differentiation strategy, such as billion-dollar boat broker and yacht 
maker MarineMax, might offer a desirable hire an above-market salary, generous benefits pack-
age, personalized inducements such as a company car, extra vacation time, or flexible work 
hours, and a sign-on bonus. If the labor market is tight and it is difficult to attract and hire 
qualified candidates, a higher total rewards package and hiring inducements may be required. 
Companies are also often willing to be more generous and flexible with job offers for leadership 
and key positions than for entry-level positions that often involve a more standardized job offer. 
The total rewards package should reinforce the firm’s human resource and staffing strategies as 
well as its desired image and reputation as an employer.

Another important job offer decision is whether to make a low, competitive, or high job 
offer, and whether to leave room for further negotiation. A low job offer is one that keeps the 

low job offer

a job offer that consists of a below-
market rewards package

Table 11-3   Resource Reference Table: Determining Market Compensation 
levels

America’s Career Infonet: www.acinet.org
College Grad Job Hunter: www.collegegrad.com
Jobstar: http://jobstar.org
O*Net: http://online.onetcenter.org
Places Rated: www.bestplaces.net
Salaries Review: www.salariesreview.com
Salary.com: www.salary.com
Salary Expert: www.salaryexpert.com
The Riley Guide: www.rileyguide.com
Wageweb: www.wageweb.com
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employer’s costs as low as possible by offering a below-market total rewards package, including 
compensation and benefits. Further negotiation of the offer may or may not be allowed. Although 
firms pursuing a cost-leadership strategy might be tempted to pursue this strategy to contain 
labor costs, it is not consistent with a talent philosophy of viewing employees as investors and 
encouraging employees to stay with the firm for long-term careers. High-quality finalists are also 
less likely to accept low job offers. Low offers are often inappropriate for key positions, particu-
larly in firms pursuing a differentiation strategy or a competitive advantage based on innovation 
that requires top talent. Because of the importance of having quality talent in leadership roles in 
any organization, low job offers are not likely to be effective for leadership positions in general. 
For positions in which higher rates of turnover are acceptable, or when the quality of the people 
hired is not critical, perhaps for low-skilled or temporary work, this strategy can generate new 
hires, although at potential risk to the firm’s image and reputation as an employer.

A competitive job offer is one that offers a total rewards package that is competitive 
with the market for that position. In other words, the salary, benefits, and inducements are about 
the same as what competitors are offering similarly qualified candidates for similar positions. 
Further negotiation may or may not be allowed. Although they are not likely to offend anyone, 
competitive job offers are less likely to entice top finalists to accept the jobs offered them.

A high job offer is one that offers a total rewards package that is above the market. Further 
negotiation may or may not be allowed. High job offers have the potential to increase an organi-
zation’s attractiveness among workers who value material rewards and enhance a firm’s image 
and reputation as an employer. To avoid morale problems among their current employees, some 
firms prefer to offer one-time inducements such as sign-on bonuses, early performance reviews 
for new hires to speed up their salary increases, and greater relocation allowances while keeping 
new hires’ long-term rewards packages in line with those of their other employees.

competitive job offer

a job offer in which the total rewards 
package offered is competitive with the 
market offer

high job offer

a job offer in which the total rewards 
package is above the market offer

Figure 11-1 Factors That Affect the Content of Job Offers
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When a firm makes a maximum job offer, it is extending the finalist its absolute best 
and final offer. The finalist is informed that this is the firm’s best job offer and that no further 
negotiation is possible. A maximum job offer can be a low, competitive, or high offer. By telling 
the finalist that the company is offering all that it can afford or equitably do, the firm is com-
municating its sincere interest in the finalist and, it hopes, reducing or eliminating any negative 
feelings that might result from the offer being below what the finalist expected. This can be a 
good strategy if the firm wants to hire someone whose current total rewards package exceeds 
what the company can offer the person.

Presenting a high maximum job offer can help fill a position quickly or entice a top finalist 
to join the firm. Such an offer makes sense when a finalist has received a job offer and needs to 
make a decision quickly. As is the case with a high job offer, a maximum job offer has the poten-
tial to damage morale among a firm’s current employees who have lower total rewards packages.

the eMployMent ContraCt

Employment contracts can be verbal, written, or a combination of both. Written statements gen-
erally supersede verbal statements. However, in the absence of contrary written statements, an 
employer is open to legal challenges if it breaks verbal promises. To be enforceable, any con-
tract that cannot be performed or fulfilled within one year must be in writing under the statute 
of frauds. Every employee has an employment contract. As you learned in Chapter 3, at-will 
employment is an employment relationship in which either party can terminate the employment 
relationship at any time, for any legal reason, with no liability as long as there is no contract for a 
definite term of employment. Even if an employee is hired on an “at will” basis without anything 
communicated in writing, there is still an oral contract in place that in most instances would be 
just as enforceable as a formal written agreement. The big difference between the two is that the 
terms of a written agreement tend to be easier to prove than those of an oral one.26

legally binding Contracts

A legally binding and enforceable employment contract arises when there is an offer, acceptance 
of that offer, and sufficient “consideration” to make the contract valid.27 An offer contains the 
terms and conditions of employment as proposed by the employer, and possibly specific require-
ments for the offer’s acceptance, such as a deadline. A job offer’s terms must be definite and 
certain, and allow the job candidate to reasonably expect that the business is willing to be bound 
by the offer on the terms proposed. Simply telling a person to “come work for me next week” is 
too vague to be a valid offer.

An acceptance is a clear expression of the accepting party’s agreement to the terms of the 
offer. The offer must be accepted as specified in the offer, and not propose any changes. If the 
offer requires written acceptance by a certain date, the acceptance must be on time and in writing 
to be valid. Stating, “I’ll accept the offer for an additional $5,000 per year” is a counteroffer, and 
it becomes the employer’s choice to accept or reject it.

Consideration is the bargained-for exchange between the contract parties. In other words, 
something of value must pass from one party to the other for consideration to have occurred. 
Each party to the contract must gain some benefit from the agreement and incur some obligation 
in exchange for that benefit. Typically, this involves an exchange of labor for pay.

Common Contract Content

Employment contracts often focus more on termination issues than on employment. The termi-
nation provisions of a contract can include provisions for outplacement assistance, career coun-
seling, and supplemental benefits, such as the ability to continue investing in the firm’s 401(k) 
retirement plan after a person is terminated. However, if a company has a formal severance 
policy, a separate severance agreement might be unnecessary. For some candidates, the sever-
ance terms of the employment contract are a very important factor. This is especially true for 
CEOs who frequently negotiate for “golden parachutes,” or significant benefits including large 
severance pay packages if their employment is terminated. One chief information officer based 
his decision on the severance he negotiated. When one company offered three years’ pay if the 
job didn’t work out, he accepted it because most executives at that level only receive a year’s 
severance.28

mAximum job offer

the company’s best and final offer
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additional agreements

restrictive covenants are contract clauses that require one party to do, or to refrain from doing, 
certain things. To stay competitive, many companies must protect their most precious assets—
human capital, client relationships, and trade secrets.29 Almost all companies require employees 
who have access to confidential information and technical employees involved in research and 
development to agree not to divulge trade secrets. The company also often retains the rights 
to employee inventions and patents. This can be particularly important for companies pursu-
ing a competitive advantage based on innovation who need to own and protect their discover-
ies. Nondisclosure agreements are intended to stop a current or former employee from giving 
away trade secrets or using confidential data, like customer lists, for a competitor’s benefit. 
Nondisclosure agreements can be particularly important for companies relying on innovation or 
a proprietary technology as a competitive advantage. An example of a nondisclosure clause is, 
“After expiration or termination of this agreement, [employee name] agrees to respect the con-
fidentiality of [company name] patents, trademarks, and trade secrets, and not to disclose them 
to anyone.”30

Two additional ways to protect these assets are through nonsolicitation and noncompete 
agreements. Before their actual departure dates, employees have the right to notify their current 
customers that they are leaving their companies. However, many firms include nonsolicitation 
agreements in their employment contracts to prevent departing employees from actually solicit-
ing their customers for business on behalf of their new employers. (What constitutes “solic-
itation” is interpreted on a case-by-case basis.) However, after their employment has ended, 
employees are generally free to do so, provided they do not divulge their former employers’ 
trade secrets in the process.31

Noncompete clauses prevent an employee who has resigned from joining a competitor 
for a certain period of time. For example, before H. J. Heinz lured Daniel O’Neill away from a 
senior-level job at Campbell Soup, O’Neill had signed an agreement with Campbell that pro-
hibited him from working for a competitor for 18 months after his departure. Because Campbell 
Soup wasn’t willing to let him go, the two companies eventually reached a settlement stat-
ing that O’Neill could not work at Heinz for seven more months. When he finally began his 
new position, O’Neill had to keep a daily log of his business meetings for 11 months (which 
were monitored by an independent auditor) to assure no transfer of trade secrets or confidential 
information.32

In order to be legally enforceable, the terms of the noncompetition should be as detailed as 
possible as to time, geographic area, and type of business activity. The agreements can include 
not taking after-hours jobs with competitors or in any other way competing with one’s former 
company. Trade secrets, confidential information, customer lists, or the firm’s unique services 
generally qualify as legitimate business interests that can be protected with noncompete clauses. 
An example of a noncompete agreement is as follows:

 a. [Employee name] agrees not to compete with [company name] in the practice of [type 
of business or service] while working for [company name] and for a period of [number 
and measure of time (e.g., “six months” or “10 years”)] after termination of employment 
within a radius of [number] miles of [company name and location].

 b. For purposes of this covenant not to compete, competition is defined as soliciting or  
accepting employment by, or rendering professional services to, any person or organiza-
tion that is or was a client of [company name] during the term of [employee name]’s work 
with [company name].33

Noncompete agreements that are too broad in the scope of their time period, geographi-
cal reach, or type of work tend to be overturned by the courts if challenged.34 Because state 
laws differ, it’s important to check your state’s noncompete covenants. Despite the difficulty of 
enforcing noncompete provisions, many firms include them in their contracts as a deterrent.35 
Offering a consulting contract to departing employees can also prevent them from working for 
a competitor.

Table 11-4 summarizes some of the content commonly contained in an employment 
agreement.

restrictive covenAnt

a clause in a contract that requires 
one party to do, or refrain from doing, 
certain things
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Written employment agreements may be multipage contracts or simple letters—both are 
legally binding. Large organizations often limit contracts to upper management and give other 
finalists offer letters that reflect the terms they negotiated.37 An offer letter states in clear and 
precise terms exactly what the compensation structure and terms of the employment will be. 
Offer letters are often drafted, approved by lawyers, and amended as needed. Figure 11-2 shows 
an example of a job offer letter.

Statements on a job application blank (e.g., a statement that providing false information is 
grounds for termination), statements in employee handbooks, and statements in other documents 
can be interpreted as enforceable contracts. Accordingly, it is important to check them for con-
sistency and to include a statement in the offer letter similar to “no verbal or written agreements, 
promises, or representations that are not specifically stated in this offer, are or will be binding 
upon (company).” Consult legal counsel about all contract wording.

presenting a Job oFFer

A job offer can be presented to a finalist in writing via a formal letter like the one in Figure 11-2. 
The terms and conditions of employment are outlined, and the finalist is asked to either accept 
or reject the offer as is. In this situation, no personal contact is made with the finalist and fur-
ther negotiation is not permitted. The finalist must either reject the offer or accept it as is. This 
approach can be successful for companies doing a lot of hiring. For example, perhaps a firm 
has opened a new location and hundreds or even thousands of people need to be hired in a short 

offer letter

a written letter describing in clear 
and precise terms exactly what the 
compensation structure and terms of 
an employment contract will be

Table 11-4  employment Contract Content

Although the content of employment contracts varies, depending on the industry and the 
particular employee, here are some examples of topics frequently covered by employment 
contracts:36

•	 The job’s title, description of position, and job duties. The contract should outline the 
position and its duties, or a reference should be made to a specific job description also 
provided to the finalist. An employer also should include language allowing the company 
to assign additional duties, as appropriate, to the new hire.

•	 The start date. The start date is typically at least two weeks from the offer acceptance date 
if the finalist needs to resign from his or her current job.

•	 The job’s compensation, benefits, and incentive pay. If any.
•	 Any hiring inducements. Sign-on bonuses, relocation expenses, and so forth.
•	 The offer’s acceptance procedures. The firm needs to spell out that by signing the contract, 

the finalist accepts the employment terms and conditions offered by the employer, subject 
to the conditions listed in the agreement. The firm should also insist that the acceptance 
of the job offer be in writing. An acceptance deadline should be included to allow the 
company to move on to the next finalist if the offer has not been accepted by a  
certain date.

•	 The duration of the contract. If it’s for a limited period of time.
•	 Hours of work. The contract should outline the job’s work hours via a statement like the 

following: “The regular workday shall consist of eight (8) hours of work between 9 a.m. 
and 5 p.m.” or be worded to provide maximum flexibility: “Hours of work will vary and be 
scheduled as needed.”

•	 Disclaimers. A disclaimer explicitly limits an employee right, such as his or her right to 
employment, and reserves it for the employer. One of the most common disclaimers is a 
provision that the employment is at will if it is not for a specific time period. A statement to 
the effect that by accepting the offer, the employee agrees that the organization has not 
made any promises other than those in the written offer is also a disclaimer.

•	 The rights to the employee’s inventions and work products.
•	 Termination criteria. If the contract is not on an at-will basis, it should spell out any specific 

grounds for termination.
•	 An explanation of how disputes will be handled. One way to avoid the expense of  

going to court is to agree to arbitrate any future disputes with the employee. Arbitration is 
also generally much faster than formal court proceedings.
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(Date)

Dear Ms. Lopez,

Welcome to ABC Company! On behalf of ABC Company it is my pleasure to extend the
following offer of employment to you. This offer is contingent upon your passing our
mandatory drug screen.

Title:

This position will report to:

A job description is attached. An annual base salary of $55,000 will be paid in equal
biweekly installments consistent with the company’s payroll practices, subject to
deductions for taxes and other withholdings as required by law. Upon satisfactory
completion of the first 90 days of employment, you may be eligible for a bonus based
on your meeting the goals and objectives agreed to in the performance development
planning process with your manager within two weeks of your start date. The bonus
plan for this year and beyond, should such a plan exist, will be based on the formula
determined by the company for that year.

As discussed during your interview, ABC Company offers employees and their
eligible dependents participation in its health and other benefit plans.Your
compensation package includes full medical and dental coverage through our
company’s employee benefit plan, and fringe benefits including a 401(k) and tuition
reimbursement as covered in the enclosed pamphlet.Your employee contribution to
payment for benefit plans is determined annually. Twelve paid personal days, which are
to include vacation days, sick days, and personal emergency days, are accrued
annually at a rate of one per month.

I would like to note that your employment with ABC Company will be “at will,”
meaning that either you or the company may terminate your employment at any time,
for any or no reason, and with or without notice.

By signing below you acknowledge that this offer letter, along with any referenced
documents, represents the entire employment agreement between you and ABC
Company, and that no verbal or written agreements, promises, or representations that
are not specifically stated in this offer, are or will be binding upon ABC Company. This
offer is valid for 10 business days and our standard noncompete agreement must be
signed and returned before this contract will be considered valid.

We look forward to your arrival at our company and are confident that you will play a
key role in our company’s expansion into new markets. Please let me know if you have
any questions or if I can do anything to make your arrival easier.

Signatures:

(For ABC Company) Date

(Candidate’s name) Date

Figure 11-2 A Sample Job Offer Letter 

Source: Adapted from Heathfield, S. M., “Job Offer Letter,” Humanresources.about.com, 2006, http://humanresources.about.com/cs/ 
policysamples/a/joboffer_2.htm. 2006; Texas Workforce Commission, Job Offer Letter, 2006, www.twc.state.tx.us/news/efte/job_offer_ 
letter.html; HR Document Center, Job Offer Letter—Exempt Position, August 1, 2002, http://service.govdelivery.com/service/document. 
html?code=HRDOC_146.
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period of time. However, such an offer is not an effective way to persuade undecided finalists to 
accept the offers made to them. Neither is the written offer likely to enhance a finalist’s enthusi-
asm for joining the company.

As we have indicated, the other alternative is to present the job offer verbally, either face-
to-face or by phone. A typical verbal job offer begins with an HR professional or hiring manager 
congratulating the finalist and letting him or her know that the company is enthusiastic about 
having them onboard. The job and its salary and benefits are described as well as the work hours 
and perhaps when the finalist can expect to be evaluated and given a merit raise. The finalist is 
asked about any reservations he or she may have about accepting the offer or if he or she has any 
other questions about the job. To persuade a finalist to accept your job offer, it is important to 
appeal to the finalist’s priorities and to address any personal concerns he or she might have. Be 
sure to respond to any finalist requests for more information. Lastly, the finalist should be given 
at least 48 hours to consider the offer. A phone offer should also be followed up with a written 
offer, so the finalist can be sure that the details of the written offer match those conveyed over 
the phone.

negotiating

For every employment term and condition, the firm must decide if it is willing to negotiate it and 
if so, what the lower and upper bounds will be. Similarly, job candidates often establish a lower 
bound for what they are willing to accept on key dimensions such as pay, benefits, and work 
hours. So, what terms are negotiable? One survey found that the vast majority of HR profes-
sionals believe salaries are negotiable. Roughly one-half of HR professionals believe relocation 
expenses, flexible work schedules, early salary reviews, paid time off, and sign-on bonuses are 
negotiable. And at least 20 percent of respondents felt that professional development opportuni-
ties, bonuses and incentives, number of work hours per week, and educational assistance are 
negotiable.38

Indeed, the shift in how people view employment contracts over the past 15 years has 
given employees and applicants greater individual bargaining power. A Towers Perrin study 
found that today’s workforce is more sophisticated, better informed, and more individualistic 
than ever before.39 Clearly, employers are feeling more pressured to negotiate with workers as a 
result. As Edward Lawler, a compensation expert, noted: “It is increasingly likely that organiza-
tions will be making individual deals with a large number of their employees. This is particularly 
likely to be true in the case of knowledge workers and managers. At the executive level, organi-
zations already have elaborate individual contracts that are difficult to compare and evaluate.”40

Another study found that students who negotiated their job offer received 7 to 8 percent 
more than their initial offer. But while 52 percent of the men negotiated, only 12 percent of the 
women did.41 By not negotiating their salaries, many women sacrifice more than an estimated 
$500,000 by the end of their professional lives. Women also tend to use a more cooperative 
negotiation style than do men, although the difference is fairly small.42 The fact that there can be 
gender differences in negotiation behaviors and outcomes43 is not only important for job seekers, 
particularly females, but also for companies. Because starting salaries are set in part through the 
new hire’s negotiations, gender-based wage disparities can result and grow quite significant over 
time. This can put firms at the risk of being sued for discrimination.

An increasing number of employers are offering flexible benefit packages with different 
options. Often the packages give employees a variety of choices regarding their benefits, includ-
ing their health, dental, and disability insurance coverage. Severance pay, stock options, and 
profit-sharing plans can also be negotiable. Table 11-5 summarizes some commonly negotiated 
elements of a job offer.

negotiating with new hires

The degree to which a salary is negotiable depends on the position, the manager, the organiza-
tion, and your perceived value. The salaries for most entry-level positions are subject to little, 
if any, negotiation. Likewise, most state and federal government jobs also have rigid, nonnego-
tiable salary scales based on one’s education and experience. However, for mid-level positions 
in the private sector, employers will generally negotiate within a job’s salary range. For example, 
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a job paying $40,000 a year might have a salary range of between $36,000 and $44,000, and 
employers will allow a candidate to negotiate between the two. An exceptional finalist might 
occasionally be offered a salary that exceeds the high end of the range, but only with the approval 
of the firm’s higher-level managers. Higher-level management and executive positions generally 
offer the greatest opportunities for negotiation. Figure 11-3 shows the bargaining zone for an 
annual salary.

It should be noted that managers do not always act in the best interests of their employers 
when they’re negotiating starting salaries. Depending on the strength of a manager’s desire to 
hire the finalist and his or her motivation to influence the final compensation package (perhaps 
to preserve internal equity), the manager’s negotiation tactics and goals may differ from those 
of the firm, and can be costly. For example, some hiring managers might make higher job offers 
than necessary in an effort to hire a desired candidate or to reduce the time spent negotiating. 
Consequently, when it comes to negotiating employment packages, organizations need to align 
the interests of their managers with the firm’s goals to ensure that managers negotiate as they’re 
supposed to. If the organizational policy does not allow salary flexibility, being flexible in other 
areas, such as working hours, relocation expenses, and sign-on bonuses, will increase the likeli-
hood that the agent will act in the best interest of the organization.44 People negotiating on behalf 
of the company should also be given rewards associated with their outcomes (completing the 
deal on time, negotiating terms the firm desires, controlling salary costs, and so forth).45

To successfully negotiate a job offer, you should try to focus on the things that matter most 
to the finalist. If the person is a middle manager about to put three children through college, money 
may be important. Often, however, nonmonetary factors, including career advancement opportuni-
ties, the opportunity to learn new skills, the community’s quality of life, and flexible work hours, 
are also important to many people. Computer engineers might be most excited about the opportu-
nity to work with the latest technologies. A finalist who has just been laid off might put job security 
at the top of the list. Selling the opportunity based on the content of the job rewards analysis can be 
helpful, particularly when done in the context of finalists’ own needs and desires.46 This chapter’s 
Develop Your Skills feature gives you some tips on negotiating a job offer.

Table 11-5  Negotiable Job Offer elements

Salary
Sign-on bonuses and other one-time inducements
Nonsalary compensation: performance bonuses, profit sharing, deferred compensation, 

severance package, and stock options
Relocation expenses: house-hunting expenses and closing costs, temporary living allowances, 

travel expenses, and spousal reemployment expenses
Benefits: vacation, sick, and personal days (number, amount paid, and timing), conference 

attendance, tuition reimbursement, professional memberships, product discounts, and 
short-term loans

Job-specific elements: the timing of the employee’s first performance review and 
potential raise; the job’s title, roles, and duties; the location of the work (e.g., whether 
telecommuting is allowed), work hours and if they are flexible, and the start date

$70,000 x

$65,000 x x
The negotiating zone 
is between $55,000 
and $70,000

$60,000 x x

$55,000 x x

$50,000 x

Acceptable
to the 

Acceptable
to the
company  Job

candidate

Figure 11-3 Salary Negotiating Zone
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renegotiating Contracts

When a person’s job responsibilities change, for example, due to a promotion or reorganiza-
tion, the terms and conditions of his or her employment are also likely to change. Employment 
contracts are frequently renegotiated to reflect these changes. Some renegotiated employment 
contracts simply consist of a letter from the employer announcing the change of conditions. 
Other employment contracts include the terms and processes for renegotiating an employee’s 
conditions of employment, for example, during an annual performance review.47

Legally, before the contractual terms of a person’s employment can be changed, there 
must be an offer made to the person, which he or she accepts. If the employee disagrees with 
the new terms, negotiating will probably be required.48 However, if the employee says nothing 
about the proposed change, he or she will have tacitly agreed to the change, which will become 
binding on both parties.49

If an explicit employment contract (written or verbal) does not exist, an implicit employment 
contract or an understanding that is not part of a written or verbal contract, can still exist.50 Roughly 
half of the Fortune 500 CEOs work under implicit contracts.51 Most small business employees are 
also hired without the formality of a written contract. Although explicit employment contracts are not 
limited to union members, in 2012 11.3 percent of employed people in the United States were union 
members and thus covered by explicit employment contracts.52 In some cases, labor unions allow 
workers to coordinate their actions in response to a firm’s breaching of the implicit contract it has with 
its workers.53 Implicit employment contracts tend to be the norm for most positions in most firms.

Although written contracts help to ensure that the employer and employee have shared 
expectations and curtail future disputes, few employers provide true written contracts to the 
majority of their employees. If employees receive anything, it is a letter of agreement, which 

explicit employment 
contrAct

a written or verbal employment 
contract

implicit employment 
contrAct

an understanding that is not part of a 
written or verbal contract

Because employment is an ongoing relationship between the 
employee and the employer, negotiating needs to be done in a 
way that results in a win–win outcome for both parties. Here are 
some experts’ suggestions for being an effective negotiator:54

•	 Do not look at a negotiation as an either/or proposition. 
Negotiating is about compromise. Focus on your goals, 
not on winning.

•	 Identify what you can and cannot part with. Identify the 
things most important to you (e.g., your salary, career 
development, or a signing bonus) and those things that 
are less important (e.g., receiving a prestigious job title). 
Establish minimum requirements for the critical issues.

•	 Try to identify and use sources of leverage. Leverage is 
anything that can help or hinder a party in a bargain-
ing situation. For example, an employer who must hire 
quickly is at a disadvantage. Therefore, you might be able 
to negotiate a better offer. Multiple job offers can also 
increase your leverage.

•	 Suppress your emotions. Negotiations can stir emotions. 
Constantly reminding yourself of your goal can help you 
achieve an appropriate level of detachment so that you 
continue to see the deal clearly.

•	 Know your BATNA. BATNA is an acronym for “best 
alternative to a negotiated agreement.” It is what you 
could have done had no negotiation taken place, or what 
you will do if you can’t reach an agreement. The purpose 
of negotiations is to see if your needs can be better met 
by negotiating an agreement, compared to this next 
best alternative.55 If the negotiations stall, letting the 
other side know that you’re prepared to accept another 

company’s job offer or decline their job offer can also help 
to get the process started up again.

•	 Take time to evaluate the offer. Consider the total value 
of the job offer, including the job’s benefits. Be prepared 
before negotiating and ask for what you want in one 
session. If you keep saying, “I forgot something,” you’ll 
appear disorganized, and it can negatively influence the 
firm’s expectations of you as an employee.

•	 Be realistic. Research your market value and typical salary 
ranges and benefits packages before you begin negotiat-
ing. As we have explained, entry-level salaries are less 
negotiable than mid-level or executive salaries. Some 
organizations have little flexibility in terms of what they 
can offer. Others have a lot.

•	 Practice your negotiation skills with a friend.
•	 Document and be prepared to discuss your skills and 

accomplishments. Employers are also more likely to meet 
a request if you can demonstrate why you need it.

•	 Be appreciative and respectful. Begin the negotiation by 
briefly expressing your appreciation for the offer you’ve 
been given. Cite specifics about your positive impres-
sions of the organization and reinforce your good fit with 
the job and company. Don’t be greedy or unreasonable, 
and know when to quit bargaining. Overnegotiating can 
dampen a company’s enthusiasm for hiring you.

•	 Remember that employment is an ongoing relationship. 
Job negotiations are the foundation of your career with the com-
pany. If you get too little, you will be at a disadvantage through-
out your career there. However, pushing too hard can damage 
your relationship with your employer before it even begins.

Develop Your SkillS

Job Offer Negotiation Tips
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is less detailed and addresses more basic elements of the employment relationship, including a 
person’s job title and responsibilities, salary and benefits, and start date. Written contracts are 
usually reserved for higher-level positions and are rarely used for entry-level jobs.

Because binding contracts for employment or for future compensation can be created ver-
bally, great care should be taken during discussions with prospective new hires. Do not make any 
promises regarding the duration of the person’s employment or his or her compensation unless 
the promises are intended to be contractually binding. An agent authorized by the receiver, such 
as a professional agent for a celebrity or a professional athlete, can negotiate on any finalist’s 
behalf, and agents authorized by the organization, such as executive recruiters and search con-
sultants, can negotiate on behalf of the company. All employees are agents of their firms. If a hir-
ing manager tells a candidate what salary will be offered, it’s a binding offer even if the manager 
is mistaken about what the firm wanted to offer.

Closing the deal

While they are considering the offer following negotiations, it is a good idea to stay in contact 
with finalists to reinforce your enthusiasm about hiring them, and to ensure that they base their 
acceptance or rejection decision on facts rather than assumptions. Find out how the finalist pre-
fers to be contacted (e.g., via phone or e-mail) and how often. To prevent overwhelming the 
finalist with a barrage of messages, an HR representative should coordinate any calls and e-mails 
sent by different people in the company, including the finalist’s potential coworkers and hiring 
manager. When possible, a call from the CEO can also send the message that the finalist is val-
ued and that the CEO cares about the company’s employees.

While awaiting an answer from the job finalist, do not turn down your second choice. If 
the second choice finalist was told of a deadline for making a decision, be sure to contact the 
finalist before the deadline has passed to say that the position is still open and to update the time-
line. Be careful not to make the second or third choice finalist feel like a consolation hire. Treat 
them with enthusiasm—they are strong finalists to have advanced this far in the hiring process. 
Even if your first choice finalist accepts your offer, your company may want to try to hire the 
other finalists in the future.56

The senior executives at Cisco Systems often take top candidates out to dinner to show the 
company’s strong interest in them.57 Offering high-level job offer recipients and even their spouses 
a tour of the area in which they will be working can help them understand what life will be like if 
they accept the offer. Employees want to feel respected and assured that the company is a good fit 
for them. Showing your company as a unique or exciting place to work can also help close the deal. 
Emphasizing the selling points of the job itself and the career development opportunities that exist, 
as well as selling the company’s image and brand can increase the appeal of the opportunity. The 
job rewards analysis should help identify some of a job’s most attractive features.

Once a job offer has been accepted, the recruiter’s role is to begin building the new hire’s 
commitment to the company and enhancing his or her ability to succeed on the job. (It can also 
be helpful to future hiring efforts to ask what persuaded the person to say “yes,” and what he or 
she thought of each company contact and the hiring process.) Many companies send company 
handbooks, work materials, and other job and company information that can ease the new hire’s 
transition. Sending a welcome package of apparel, pens, etc., with the company name or logo 
can help the new hire feel that his or her decision is “official” and help build commitment.

If the new hire is not scheduled to begin work for a few months, as is often the case with 
people who are about to graduate from college, regular calls from the new hire’s coworkers and 
hiring manager can help maintain the person’s enthusiasm for the position. If the new hire lives 
within a reasonable distance, inviting the new hire to celebrations, meetings, and other activities 
can help the person begin transitioning to his or her new job.

To document verification of the identity and employment eligibility of each new employee, 
employers must complete Form I-9.58 Form I-9 must be completed by the employee no later than 
the first day of work for pay. After getting the form and supporting documents from the new hire, 
the employer must complete the second section by the new hire’s third paid day of employment. 
Employers may be fined if the form is not complete. Employers must retain a paper or electronic 
copy of Form I-9 and make it available for inspection upon a request by Immigration and Customs 
Enforcement (ICE) investigators or other authorized federal officials for three years after the date 
of hire of the employee or one year after the date that employment is terminated, whichever is later.
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Fairness perCeptions and reJeCtions

A person’s perceptions of fairness will affect how the applicant reacts to the firm’s hiring 
choices, including the person’s willingness to accept the job offer, recommend the company to 
others,59 continue patronizing the company, or file a discrimination or other lawsuit.60

Attending to a person’s perceptions of procedural and interactional fairness will increase 
the finalist’s willingness to accept a job offer and reduce the negative spillover effects that can 
occur when applicants are turned down for a job. Many job offer recipients use the job offer and 
negotiation process to further assess the organization’s commitment to them and evaluate what it 
would be like to work at the company.

As you learned in Chapter 7, there are three types of fairness.61 Distributive fairness 
focuses on the perceived fairness of the outcomes received. Candidates receiving a job offer or 
promotion are more likely to feel that the hiring outcome is fair than those who do not. Given 
that most applicants for a position do not ultimately get the job, their perceptions of distributive 
fairness are often low. Procedural fairness addresses the perceived fairness of the policies and 
procedures used to determine the hiring outcome. If an applicant believes that she was not given 
a fair chance of being promoted because the hiring manager had a “favorite” candidate, her sense 
of procedural fairness will be low. The firm’s selection procedures, particularly the perceived 
job relatedness of the selection method used, the opportunity the method afforded the candi-
date to demonstrate his or her abilities, and the propriety of the questions asked will all affect 
a candidate’s sense of procedural fairness.62 If the selection method seems unrelated to the job 
(lacks face validity)63 or if inappropriate or illegal questions are asked, this particularly increases 
applicants’ perceptions of unfairness.64 In short, candidates prefer selection methods that are 
definitive, valid, job related, and not personally invasive.65

The third type of fairness, interactional fairness, relates to the respect and interpersonal 
treatment candidates perceive they received. For example, if the person negotiating the employ-
ment contract seems unreasonable or unhelpful, a candidate’s interactional fairness perceptions 
are likely to be low. For example, we know of one faculty job offer recipient who was very inter-
ested in accepting a position until she began negotiating the offer with the dean of the school. 
Every request she made was quickly met with a “No, we can’t do that.” The dean made no 
attempt to negotiate with the candidate nor explain why she wouldn’t do so. Ultimately, the 
professor was so turned off, she declined the job offer—a job offer that she had previously been 
excited about.

rejecting

Companies and job seekers can each reject the other. Rejecting happens when the organization 
rejects an applicant, candidate, or finalist or vice versa.

When the CoMpany reJeCts the Candidate Rejections should be handled carefully 
and respectfully. After all, the company might want to recruit those whom it rejected for other 
job opportunities later. As we have explained, too, the firm wants to avoid any negative spill-
over effects that could result from how a candidate was rejected. Some companies often do 
not give rejected external candidates specific reasons for their rejection lest they be perceived 
as discriminatory.66 By contrast, in an effort to reduce the negative feelings rejected external 
candidates often have, other firms provide their external candidates feedback on why they 
weren’t chosen and how they could have done better. In one case, a college dean gave a can-
didate feedback to the effect that he did not have the necessary nonacademic work experience 
the college valued. The rejected candidate appreciated the dean’s candor and the professional 
development feedback. Three years later the dean hired the candidate after he had worked 
with outside organizations and built up the skill set he had previously lacked. Developmental 
plans can be created for internal candidates to help them gain experience and improve their 
qualifications.

Rejecting internal candidates has additional issues as these candidates are usually even 
more aware of the selection procedures, have greater familiarity with other candidates for com-
parisons, and have more invested in the process than do external applicants. Internal candi-
dates who are not selected or promoted are also retained as employees in their current jobs. 
Consequently, internal applicant reactions could profoundly impact important organizational 
outcomes including job satisfaction, morale, retention, and performance.67
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A firm’s human resource department should be sure to keep appropriate records of all 
applicants for equal employment opportunity and affirmative action (EEO/AA) computation 
purposes, such as applicant flow. If a rejected applicant is qualified for a different position or 
if they might be hired in the future for the job to which he or she applied, this can help facili-
tate the future sourcing and recruiting of prequalified applicants. It is important to note that an 
individual’s data cannot be warehoused for future recruiting purposes without the individual’s 
permission to access it every time.

When the Candidate reJeCts the CoMpany When a candidate turns down a job offer, 
the person that made the offer should try to find out whether the person might be willing to 
accept a better offer if the firm were willing to negotiate one. If the negotiation process breaks 
down thereafter, the candidate’s rejection should be promptly and respectfully acknowledged. 
One human resources expert suggests that the primary reason many people turn down jobs is 
because they were treated poorly during the hiring process. Although a candidate might initially 
give a reason for rejecting the firm, it may not be the real cause. The expert suggests waiting 
six months before asking candidates precisely why they turned down a job offer.68 At this point, 
they might be willing to talk more candidly about their recruiting experience.

reneging

Job seekers should never accept a job offer, even verbally, unless they are willing to commit to it. 
Backing out of a contract after it is accepted is called reneging, and is unethical. Many schools 
actively discourage reneging among their graduating students by threatening to revoke their ability 
to apply with other on-campus recruiters or revoking their alumni privileges.69 Employers should 
never pressure candidates to renege on other employers. Although reneging is sometimes unavoid-
able due to a candidate’s changing health or family circumstances, it should not be taken lightly.

Employers sometimes renege on the job offers they have extended candidates—sometimes 
even after the offers have been accepted. Perhaps an employer’s business environment changes 
unexpectedly, the firm experiences a slump, or it is being reorganized, sold, or shut down. Often 
companies that renege on a job offer will give the job offer receiver compensation for breaking 
the contract. Instead of reneging, it may be possible to defer the new hire’s start date and offer 
the person a partial salary in the interim. Alternately, it might be possible to hire the individual as 
a consultant or temporary employee and convert him or her to a full-time hire as soon as possible 
(e.g., after a hiring freeze is lifted). When many law firms extended job offers to summer interns 

reneging

backing out of a contract after it is 
accepted

Hiring Top Performers at MarineMax

To control its fixed labor costs, MarineMax needs to persuade top talent to accept its job offers without 
paying them more than it has to. Because successful boat retailing depends on developing relationships 
with customers, and because the company focuses on premium brands, attracting, keeping, and devel-
oping its employees are MarineMax’s top priorities. The yacht maker knows that its people are critical 
to its success. As a result, it constantly tries to hire the best candidates to help it achieve its anticipated 
future growth.70 MarineMax pays more than its competitors do, but the company also provides intan-
gibles, such as challenging work and advancement opportunities.

MarineMax tries to tailor its job offers to each finalist. The company is willing to pay what it takes 
to get top performers. However, to avoid overpaying employees, MarineMax requires candidates to 
provide the company a full salary history. MarineMax then uses salary surveys and market information 
to shape each job offer. To avoid having high fixed labor costs, the company uses performance-based 
pay programs and sometimes negotiates guaranteed performance bonuses for an employee’s first year 
to lure top talent. The company is also willing to use stock options to persuade some top candidates to 
accept its job offers, which is uncommon in the industry.71

Top service technician candidates are enticed with a guaranteed opportunity to bill out a certain 
amount of work and increase their hourly rate by obtaining additional credentials. This signals to top 
technicians that a job at MarineMax will pay well. MarineMax’s standard benefits package includes 
health benefits, a 401(k) plan with an employer match, an employee stock purchase plan, and an attrac-
tive discount on its boats.72 Its flexible approach to creating job offers that best appeal to its top candi-
dates has helped make MarineMax a leader in its industry.
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before the economic downturn and found that they could not use them after all, many paid the 
associates a reduced salary to delay their start date or a lump sum to cancel the employment 
contract.73 Being honest and treating the new hire with respect during the reneging process can 
soothe the anger and feelings of inequity the person is likely to experience, protect the employ-
er’s reputation and brand, and keep the individual interested in working for the firm in the future.

Summary

There are different ways to combine candidates’ scores on different 
assessments and make a final choice of whom to try to hire. The 
choice of these methods should be based on the nature of the job, 
which job elements are essential, and the importance of involving 
job experts in the final choice. The quality of a strategic staffing 
system is largely determined by the people who ultimately accept 
job offers and become employees. Regardless of the quality of a 
company’s sourcing, recruiting, and assessment methods, if it 

cannot entice the best candidates to join the company, the staffing 
system is not as successful as it could be. Although compensation 
is often cited as an important factor in job choice, other elements 
of a job offer, including career development opportunities, flexible 
work schedules, and severance terms, are also important to many 
candidates. The content of the job offer and its presentation should 
reinforce the organization’s image as an employer as well as its  
talent philosophy, human resource strategy, and staffing strategy.

Takeaway Points

 1. Candidates’ scores on different assessment methods can be com-
bined in two different ways. One way is to use a multiple hurdles 
approach whereby candidates must receive a passing score on 
an assessment before being allowed to continue on in the selec-
tion process. The second way is to use a compensatory approach 
whereby a candidate’s high scores on some assessments can com-
pensate for low scores on other assessments.

 2. A final choice can be made using cut scores, which establish a min-
imum score candidates must exceed; rank ordering, which orders 
candidates from the highest to lowest depending on their scores; or 
banding, which assigns candidates to groups based on their overall 
scores. (After being banded, all candidates in each group are con-
sidered to have performed the same on the assessments.)

 3. The factors that influence the content of a company’s job offer 
include the type of job as well as the organization, applicant, and 
external and legal factors.

 4. The three compensation strategies firms can choose from are a 
low strategy (below-market compensation), competitive strategy 
(at-market compensation), and high strategy (above-market com-
pensation). A maximum strategy (compensation that is nonnego-
tiable) can be used with any of these three compensation strategies 
to present a company’s best offer.

 5. Applicants’ perceptions of the distributive, procedural, and inter-
actional fairness of the selection process will influence how they 
will react when they are offered jobs and rejected for jobs. This 
can affect whether or not they accept the job offers, recommend 
the company to others, continue patronizing the company, or file a 
discrimination, or other, lawsuit.

Discussion Questions

 1. Which approach to combining candidates’ assessment scores 
would you favor for choosing candidates? Why?

 2. Is it ethical for some new hires to receive different levels of pay 
and benefits than other new hires? Why or why not?

 3. Why is it important for you to not become complacent after com-
pleting a great assessment process and selecting the right number 
of candidates?

 4. What efforts can you take to avoid the negative effects that giv-
ing a high job offer to a new candidate would have on current 
employees?

 5. Describe some ways in which senior candidates can be wooed into 
accepting a job offer.

Exercises

 1. Strategy Exercise: Imagine that you are the manager of a 
McDonald’s restaurant. You are pursuing a low-cost, high- quality 
service strategy. You believe that the assistant manager you hire 
is critical to executing your strategy because the person will 
have a great deal of contact with both your employees and cus-
tomers. You have just finished interviewing the five finalists for 
the position. One candidate really stands out: Pat Edwards has 
three years of relevant work experience and a collaborative and 

service-oriented style that will fit your restaurant’s culture very 
well. She also scored high on the interview, job knowledge, and 
simulation assessments.

Your previous assistant manager had been hired with 
no job experience and had not done nearly as well during the 
assessment process. He had been hired six months ago for an 
annual salary of $26,000 with two weeks paid vacation, a stan-
dard health benefits package, and a $1,000 sign-on bonus. You 
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had to let him go last week after his disappointing performance 
failed to improve. You would like Edwards to accept your offer 
and start work as soon as possible. Your assignment is to write 
a job offer letter to Edwards using what you have learned in this 
chapter.

 2. Develop Your Skills Exercise: This chapter’s Develop Your Skills 
feature provided several tips on negotiating a job offer. In this 
exercise, you and a partner will use these tips to role-play a job 
offer negotiation. When you have finished, switch roles and nego-
tiating partners so that you each have a chance to be the company 
representative and a chance to be the finalist with someone else. 
Your instructor will provide you each with more information and 
goals for your role.

 3. Opening Vignette Exercise: In this chapter’s opening vignette, you 
learned how MarineMax tries to tailor its job offers to specific can-
didates. Working in a group of three to five students, reread the 
vignette and be prepared to share with the class your answers to 
the following questions:

 a. Do you think that it is ethical for MarineMax to give differ-
ent new hires for the same job different amounts of pay and 
benefits?

 b. Should MarineMax use a low, competitive, or high job offer? 
Why? Should the company present a maximum job offer or 
leave room to negotiate? Why?

 c. What can MarineMax do to increase the likelihood that the top 
sales candidates it recruits will accept its job offers?

Case study

Hiring FBi Agents

The FBI is one of the six bureaus of the U.S. Department of 
Justice and the primary criminal investigative agency of the 
federal government. The special agents who work for the 
FBI investigate people and organizations who violate federal 
statutes. These violations can be related to organized crime, 
white-collar crime, financial crime, civil rights violations, 
bank robberies, kidnapping, terrorism, foreign counterintel-
ligence, and fugitive and drug trafficking matters. Special 
agents also work with other federal, state, and local law 
enforcement agencies. The work performed by special agents 
has a daily impact on the country’s security and the quality of 
life of all U.S. citizens.74

The FBI has validated a series of assessment methods for 
its special agent positions. To effectively utilize the assess-
ments, it uses a combination of multiple hurdles and cut scores 
to make its hiring decisions:75

1. Online Application for the Special Agent Position:  
A preliminary online application submitted through an 
FBI Field Office is used to determine if applicants meet 
the minimum qualifications of the position,76 including 
citizenship, age, education, work experience, and geo-
graphic mobility.77

2. Phase I Testing:78 Applicants passing the second hurdle 
are given three tests: A biodata inventory, a logical reason-
ing test, and a situational judgment test. Candidates whose 
scores exceed a predetermined cut score advance to the 
next phase.

3. Phase II Testing:79 Only the most competitive applicants, 
based on the hiring needs of the FBI, are scheduled for 
Phase II Testing. Candidates’ performance on a structured 
interview and a written exercise are compared to a cut score. 
If the applicant’s score is at or higher than the cut score, 
he or she passes Phase II. Candidates who pass this hurdle 
are sent a letter informing them that they passed and that 

they might also receive a conditional letter of appointment, 
based on the determination of their competitiveness and the 
needs of the FBI. The final offer of employment is contin-
gent upon successfully completing the physical fitness test, 
background investigation, and medical examination.

4. Physical Fitness Test: To pass the physical fitness test can-
didates must perform a maximum number of sit-ups in one 
minute, perform a timed 300-meter sprint, perform a maxi-
mum number of push-ups, and perform a timed 1½ mile 
run. Candidates have a total of three opportunities to pass 
the physical fitness test.80

5. FBI Background Investigation: Candidates receiving a 
conditional letter of employment are subjected to a back-
ground investigation including a polygraph test, credit and 
arrest checks, interviews with associates as well as personal 
and business references and past employers, and verifica-
tion of educational achievements. Receiving an FBI Top 
Secret security clearance is necessary to be eligible for a 
FBI Special Agent position.81

6. Medical Examination: A thorough medical examination is 
given to assess whether any medical issue could negatively 
affect the candidate’s ability to perform basic Special 
Agent job functions. Candidates passing all phases of the 
hiring process are scheduled for a Special Agent class at 
the FBI Academy.

Questions

 1. What are the advantages and disadvantages of the FBI 
using a multiple hurdles approach to select special agents?

 2. Would such a lengthy selection process appeal to you or 
turn you off to working at the FBI?

 3. What might the FBI do to increase the chances that the 
applicants it wants to hire accept the job offers extended 
to them?
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Semester-Long Active Learning Project

Describe how candidates’ assessment scores will be combined into 
a single score that can be used to compare candidates. Describe how 
you will reduce the candidate pool to a group of finalists and how you 

will decide which of your finalists will receive a job offer. Using what 
you learned in Chapter 4, identify how your decision-making plan will 
enable the company to comply with EEO and other legal requirements.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s Case Study Assignment.
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Discuss ways to make socialization more effective.
◾	 Describe the six different types of turnover.
◾	 Discuss employee retention strategies.
◾	 Discuss various ways of downsizing a company’s workforce.
◾	 Describe how to effectively terminate an employee.
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Because strategic staffing manages the flow of people into, through, and out of the organiza-
tion, it does not end when job offers are accepted. As we have explained, once a person has 
agreed to be hired, a company’s human resource department turns its attention to enhancing the 
 employee’s commitment to the organization. Even simple things like following up with new 
hires prior to their start dates can be useful. One study found that when firms telephoned their 
new hires to encourage them to maintain their commitment to their new jobs, fewer of them 
failed to report to work.2

Of course, once employees report to work, they need to “learn the ropes” of their new jobs. 
Corning Glass Works found that employees who attended a structured orientation program were 
69 percent more likely to remain with the company after three years than those who did not go 
through such a program. Texas Instruments found that employees whose orientation process was 
carefully attended to reached full productivity two months earlier than did other new hires.3 One 
expert says, “With a thorough orientation and ‘onboarding’ process, the probability of achieving 
the goals of the business and the employee are greatly increased. Without it, the probabilities of 
disappointment, employee turnover, rework, and dissatisfied clients all grow unnecessarily.”4

In addition to smoothing the transition of new hires into the company and getting them 
productive as quickly as possible, it is also necessary to manage the movement of people into 
different projects and jobs throughout the company, and possibly around the world. Separations, 
including terminations, layoffs, and downsizings, are another important part of strategic staffing 
and talent management. In this chapter, you will learn how to integrate new hires into their work 
groups and the company, manage the flow of talent throughout the organization, and manage 
employee separations. After reading this chapter, you should have a good understanding of how 
to manage the flow of talent into, through, and out of a firm.

Orienting and SOcializing new emplOyeeS

Many organizations invest more money in hiring new employees than in helping them acclimate 
and become productive. Most new hires want to get off to a good start but need help doing so. 
Even in restaurants and hotels, it can take about 90 days for a new employee to attain the pro-
ductivity level of an existing employee.5 On average, the time for new external hires to achieve 
full productivity is eight weeks for clerical jobs, 20 weeks for professionals, and more than 26 
weeks for executives.6

Employers have only one opportunity to make a good first impression on new employees. 
The best sourcing, recruiting, and staffing practices are useless if the people who are hired can-
not be retained. To give new hires a big welcome during their first day of orientation at Intel, 
they walk a path lined with Intel Studios’ photographers and videographers, introduce them-
selves onstage, and receive their welcome packages along with a round of applause from their 
new colleagues.7 Because most turnover occurs during the first few months on the job, firms can 
increase the retention rates of their new employees by helping them adjust to their companies 
and jobs.8 Because organizations have little opportunity to recover the return on their investment 
in new employees who quit, newcomer turnover is problematic and expensive. Many managers, 
in fact, say that high turnover rates are the biggest obstacle to their companies’ growth efforts.9

Improving Onboarding at Hilton1

With over 500 hotels worldwide, Hilton depends on its call center reservations and customer care 
 representatives to manage reservations and customer concerns. Hilton felt that it was a desirable 
 employer, offering employees travel benefits, a strong brand, and the opportunity for some representa-
tives to work from home. But Hilton also realized that the annual turnover rate of 55 percent among 
these employees was expensive and resulted in lost productivity.

After investigating its turnover patterns in greater detail, Hilton learned that half of all of its reser-
vations and customer care representative hires left before 90 days of employment. This early turnover 
suggested that its selection and onboarding process could be improved.

Imagine that the company asks for your opinion as to how it can decrease the early turnover of 
its reservations and customer care representatives and improve their retention and performance. After 
 reading this chapter, you should have some good ideas to share with the firm.

M12_PHIL3491_03_GE_C12.indd   350 12/09/14   4:24 PM



	 Chapter	12	 •	 Managing	Workforce	Flow 351

Orientation, or onboarding, is the process of completing new hires’  employment-related 
paperwork, providing them with keys, identification cards, workspaces, and technology such 
as computers, company e-mail addresses, and telephone numbers. It also includes  introducing 
the new hires to their coworkers (who will be important to their success), and familiar-
izing them with their jobs and with the company’s work policies and benefits. Orienting 
new employees can speed up the time it takes them to reach the breakeven point at which 
they stop costing the firm money and start generating a return on the company’s investment 
in them.

The	 coffeehouse	 chain	Starbucks	 thoroughly	 orients	 its	 new	hires.	A	 “First	 Impression	
Guide” helps new employees understand their job roles and ensures that their performance 
expectations are clear. The Starbucks Support Center then offers both self-guided and supported 
orientation activities, including a two-day program in which new hires learn about the com-
pany’s mission statement, history, and future goals as well as the firm’s products and skills 
related to the “art of espresso,” which employees need to know to do their jobs well.10 At QVC, 
onboarding coaches help new hires make decisions and form relationships consistent with the 
company’s values.11

Orientation is not the same as training, however. Training provides employees with the 
knowledge and skills they need to do their jobs, whereas orientation is about an employee fitting 
in as an organizational member. To make orientations more fun, some companies send their new 
hires on scavenger hunts to gather information about the company, including its financial facts 
and product information. The new hires either gather the information from other employees or 
use the company’s intranet to find the information. This can increase the number of employees 
the new hires meet, and can familiarize them with how to find various types of information on 
the company’s intranet as well. Technology can also facilitate the orientation of a firm’s new 
hires. One software product enables candidates to review and sign documents electronically via 
a company’s secure Web site. The new hires can access their employment applications, hir-
ing agreements, personal history statements, and offer letters and then sign and return them 
within minutes rather than days. This can help the new hires save time and reduce a company’s 
 administrative costs.12

The most effective orientation programs focus on more than just logistical details and 
getting a new hire up to speed. Although those things can help new hires become productive 
more quickly, they do not create an emotional connection to the company or influence retention. 
Southwest Airlines’ Director of Onboarding states, “If you want them to stay, if you want them 
to become engaged, you need to make sure you do the ‘feeling’ part of the process, and you do 
that by showing them how they will make a difference, giving them examples of how their fel-
low employees make a difference, making them feel welcome.…It’s those kinds of things that 
lead to not just better retention, but a more inspired workforce.”13

Hotelier Ritz-Carlton’s orientation program balances two important messages: “You are 
now part of an elite, best-in-class organization,” and “We’re lucky to have you.” It plays a video 
describing what it would mean to be in the top 1 percent in various fields. As images of Bill 
Gates and others in the top 1 percent of their fields flash across the screen, inspiring music with 
the lyrics, “What have you done today to make you feel proud?” plays in the background. The 
video then transitions into letting the new hires know that by being with Ritz-Carlton they are 
among the top 1 percent in the hospitality industry.14

socialization is a long-term process of planned and unplanned, formal and informal 
 activities and experiences through which an individual acquires the attitudes, behaviors, and 
knowledge needed to successfully participate as a member of an organization and learns the 
firm’s culture.15 Socialization helps new employees understand the values, processes, and tradi-
tions of the company16 and prepares them to fit into the organization and establish productive 
work relationships.17 The process is important for all employees, including part-time and tempo-
rary employees, and employees moving to new jobs within their companies.

For	an	organization’s	 traditions	and	values	 to	 survive,	new	members	must	be	 taught	 to	
see the organizational world as do their more experienced colleagues.18 The primary goal of 
socialization is to get new employees up to speed on their jobs and familiarize them with the 
organization’s culture, which consists of the company’s norms, values, behavior patterns, ritu-
als, language, and traditions.19 A company’s culture provides a framework that helps employees 
interpret and understand their everyday work experiences. One of the most important functions 

orientAtion

the process of completing new hires’ 
employment-related paperwork and 
familiarizing them with their jobs, 
coworkers, work spaces, work tools, 
and the company’s policies and benefits

sociAlizAtion

a long-term process of planned and 
unplanned, formal and informal 
activities and experiences through 
which an individual acquires the 
attitudes, behaviors, and knowledge 
needed to successfully participate as 
an organizational member and learns 
the firm’s culture

culture

norms, values, behavior patterns, 
rituals, language, and traditions 
that provide a framework that helps 
employees interpret and understand 
their everyday work experiences

M12_PHIL3491_03_GE_C12.indd   351 12/09/14   4:24 PM



352	 Chapter	12	 •	 Managing	Workforce	Flow

of socialization is to help new hires adjust to the company’s culture. According to noted social-
ization scholars John Van Maanen and Edgar Schein:20

Any organizational culture consists broadly of long-standing rules of thumb, a some-
what special language and ideology that help edit a member’s everyday experience, 
shared  standards of relevance as to the critical aspects of the work that is being 
accomplished, matter-of-fact prejudices, models for social etiquette and demeanor, 
certain customs and rituals suggestive of how members are to relate to colleagues, 
subordinates, superiors, and outsiders, and a sort of residual category of some rather 
plain “horse sense” regarding what is appropriate and “smart” behavior within the 
organization and what is not. All of these cultural modes of thinking, feeling, and 
doing are, of course, fragmented to some degree giving rise within large organizations 
to various “subcultures” or “organizational segments.”

Clearly, good socialization can contribute to both the company’s and employees’ long-
term success.21 In fact, people who are socialized well in terms of their organizational roles tend 
to have higher incomes, be more satisfied, be more involved with their careers and more adapt-
able, and have a better sense of personal identity than those who are less well socialized.22 Poor 
socialization can significantly lengthen a new hire’s adjustment period and dramatically increase 
the odds that the employee will leave.23

When the window treatment manufacturer Hunter Douglas improved its socialization pro-
cess, the firm discovered that its new-employee turnover at the six-months mark fell from 70 to 
16 percent. In addition, the attendance and productivity of the firm’s new employees rose as 
did the quality of their work. Likewise, at Designer Blinds, improving the socialization pro-
cess helped reduce employee turnover from 200 percent annually to under 8 percent. This alone 
helped the company reduce its annual recruiting budget from $30,000 to just $2,000.24

A successful socialization program can help lessen the reality shock newcomers face and 
facilitate their adjustment and integration into the organization.25 Valero Energy Corporation 
believes that effective hiring does not end with an employee’s acceptance of the firm’s offer. 
Instead, the company “reinforces the sale” so that new hires feel good about their decision to sign 
on.	Following	an	initial	orientation	on	an	employee’s	first	day	that	covers	the	basics	of	working	
at Valero, the company’s president leads a half-day “WTV” (welcome to Valero) socialization 
extravaganza. The first half of the extravaganza covers “what Valero will do for you,” and the 
second half is an elaborate presentation about the key elements of Valero’s corporate culture.26

One study found that companies who invested the most time and resources in socialization 
enjoyed the highest levels of employee engagement.27 employee engagement, or how engaged 
employees are in their work and how willing they are to put in extra effort, has become a com-
ponent of competitive advantage for many companies. Socialized employees who fit in well with 
their jobs, work groups, and organizations and who share their firms’ values are more engaged. 
Research has shown that the engagement of a firm’s employees will determine the company’s 
success and that loyal and dedicated employees will outperform less engaged employees.28

the phases of Socialization

The socialization of employees is an ongoing process that can last for a year as new hires adapt, 
form work relationships, and find their place in the organization. The socialization process typi-
cally includes three phases:29

 1. Anticipatory socialization. Interacting with the company’s representatives (e.g., its recruit-
ers and managers) before entering the company develops new hires’ expectations about the 
company and the job. Ensuring that all employees who interact with recruits reinforce 
the  company’s culture and expectations of employees can enhance the effectiveness of 
the anticipatory stage.

 2. encounter. When starting a new job, employees receive training and begin learning about 
the company’s culture and norms, and how to do the job. A higher quality work relation-
ship is created when managers help new employees understand their roles and duties and 
understand the stresses and issues they are likely to experience.

 3. settling in. When they begin feeling comfortable with their jobs and work relationships, 
new hires become interested in the company’s evaluation of their performance and pos-
sibly about potential career opportunities within the company.

employee engAgement

the degree to which employees are 
engaged in their work and how willing 
they are to put in extra effort
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Socialization choices

Different types of new employees need different socialization experiences. A college recruit with 
limited or no work experience needs a different and more extensive socialization process than 
a more experienced new hire or an employee receiving a promotion or transfer. Socialization 
programs should not overwhelm new hires with too much information to retain. There are many 
different ways to socialize new employees. Table 12-1 summarizes these choices, which we 
discuss in more detail next.

One-time verSuS Staggered prOgramS To prevent information overload, many com-
panies use a stepped or staggered approach to socialization. Holding brief meetings the first day 
and then over the next few weeks can help prevent “information overload.” Although a one-time 
meeting can be cheaper, holding the meetings in different departments or different parts of the 
organization helps new hires get a more complete understanding of the breadth of the company. 
Each socialization activity or step can be given a time frame for completion or left open, and 
newcomers can be required to complete socialization experiences in a set order or randomly.

When Qualcomm hired more than 2,000 new employees in a single year, it faced a chal-
lenge: Its previous socialization program was a stand-alone event with little reinforcement once 
participants left the classroom. The company recognized it needed to change. It partnered a small 
team of learning professionals with business leaders, managers, human resources, and staffing to 
create an end-to-end socialization and onboarding program. Now, Qualcomm’s new employees 
participate in one-on-one conversations with people familiar with the firm, online and classroom 
training, facilitated group discussions, and peer mentoring that begins as soon as finalists accept 
their employment offers.30

individual verSuS cOllective SOcializatiOn prOgramS individual  socialization 
involves socializing newcomers individually. An apprenticeship is a good example. With 
 collective socialization, new hires are socialized collectively and go through a common set of 
experiences as a group. Collective socialization is best when many people have been hired to 
fill a particular type of job. This can occur, for example, when the firm is expanding and hiring 
many people.31

FOrmal verSuS inFOrmal SOcializatiOn prOgramS Formal socialization is a struc-
tured socialization process conducted outside of the work setting using specifically designed 

individuAl sociAlizAtion

a socialization process whereby 
newcomers are socialized individually, 
as in an apprenticeship

collective sociAlizAtion

a socialization process whereby 
newcomers go through a common set 
of experiences as a group

formAl sociAlizAtion

a structured socialization process 
conducted outside of the work setting 
using specifically designed activities 
and materials

Table 12-1   Socialization Program Choices

One-time versus staggered programs: programs that put newcomers through one long 
session versus many smaller ones
Collective versus individual programs: programs that put newcomers through a common set 
of experiences as a group versus socializing them one-on-one
Formal versus informal programs: programs providing structured socialization using 
specifically designed formal activities and materials away from the work setting versus 
informal socialization done by a new hire’s coworkers on the job
Sequential versus random programs: programs that require recruits to pass through a series of 
distinct steps to obtain full employee status versus using a random sequence of activities
Fixed versus variable programs: programs providing newcomers with a fixed timetable 
associated with completing each stage in the transition from one role to another versus 
providing no consistent timetable and few cues as to when to expect the next stage
Tournament versus contest programs: programs treating each socialization stage as an 
“elimination tournament” where failure means that a new hire is out of the organization (fired) 
versus a “contest” in which new hires build up a track record and “batting average” over time
Serial versus disjunctive programs: programs using experienced organizational members as 
role models or mentors who groom newcomers to follow in their footsteps versus providing 
no role models or mentors
Investiture versus divestiture programs: programs that take advantage of a new hire’s unique 
skills versus trying to deny or strip away personal characteristics through socialization
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activities and materials. informal socialization is an unstructured socialization  process  conducted 
on-the-job by a new hire’s coworkers. More structured, formal socialization increases new hires’ 
job satisfaction and reduces turnover. Additionally, socialization increases  employees’ tendency 
to be proactive. Although it might seem that a more structured orientation would inhibit employ-
ees from acting on their own, in fact the opposite is true. Structure promotes proactive behavior 
on the part of new employees, such as their asking questions, seeking feedback, and building 
relationships with other people in the organization. This can increase the job satisfaction and 
commitment of the new hires.32

Sequential verSuS randOm prOgramS sequential socialization is a socialization 
 process that follows a specific sequence of steps. random socialization occurs when the 
 socialization steps are ambiguous or changing. Becoming a doctor is often sequential, whereas 
becoming a manger is often random. In random socialization, what newcomers learn may be the 
things in which they are most interested.

Fixed verSuS variable prOgramS Sequential and random socialization address the order 
of events. By contrast, fixed and variable socialization address the temporal nature of the events. 
Fixed socialization processes inform new hires in advance when their probationary  status 
will end. With variable socialization, employees receive few clues as to when to expect their 
 probationary periods to end. Moreover, the timeline isn’t necessarily consistent across employ-
ees, which decreases the ability of cohorts to remain cohesive over time.

tOurnament verSuS cOnteSt prOgramS With tournament socialization, each stage 
of socialization is an “elimination tournament,” and a new hire is out of the organization if he 
or she fails.33 Many law firms use tournament socialization. If a manager is punished or fired 
because his or her performance falls short of expectations or because he or she fails to follow 
accepted norms, surviving employees quickly learn how to avoid a similar fate and become 
risk averse. Tournament socialization tends to stifle innovation and risk taking and produces a 
closely controlled culture and a homogeneous workforce with very similar norms.34 Because 
tournament socialization tends to make employees more insecure and submissive to authority,35 
it is inconsistent with the talent philosophies of many organizations. It also often renders an 
organization capable of making only slow, incremental changes to its culture and way of doing 
business.36

With contest socialization, each socialization stage is a “contest,” and each new hire earns 
a track record and “batting average” over time. A person’s failure is generally considered a 
learning experience and not grounds for punishment or termination.

Serial verSuS diSjunctive prOgramS serial socialization is a socialization process 
whereby supportive organizational members serve as role models and mentors for new hires. 
Newcomers are generally expected to follow in their mentors’ footsteps. At both Macy’s and 
Cisco Systems, all entry-level hires are mentored.37 With disjunctive socialization, newcomers 
are left alone to develop their own interpretations of the organization and situations they observe. 
Serial socialization maintains the continuity of a firm and its sense of history. Under a disjunc-
tive socialization process, newcomers develop their roles in isolation. Disjunctive socialization 
often happens when the “old guard” of a company is removed and new employees take their 
place. This can occur, for example, when a firm merges or is bought out by another company, 
and new managers and employees are brought into the company.

inveStiture verSuS diveStiture prOgramS investiture socialization reaffirms new-
comers’ self-confidence and reflects the fact that the organization’s senior members value the 
knowledge and personal characteristics of the newcomers. Organizations use investiture tactics 
when they want to capitalize on the newcomers’ existing skills and knowledge. Investiture social-
ization tells recruits that the company likes them just the way they are and that the organization 
wants to utilize their unique skills. Divestiture socialization, by contrast, is an attempt to strip 
away people’s personal characteristics by requiring newcomers to “pay their dues” before they 
can become full organizational members. The first year of many medical schools is like this, as is 
the military’s boot camp. Under divestiture tactics, organizations explicitly intend to strip away 

informAl sociAlizAtion

an unstructured, on-the-job 
socialization process conducted by 
a new hire’s coworkers

sequentiAl sociAlizAtion

a socialization process that follows a 
specific sequence of steps

rAndom sociAlizAtion

socialization steps are ambiguous or 
changing

fixed sociAlizAtion

a socialization process whereby new 
hires are informed in advance when 
their probationary status will end

vAriAble sociAlizAtion

a socialization process whereby 
employees receive few clues as to when 
to expect their probationary periods to 
end, and the timeline isn’t necessarily 
consistent across employees

tournAment sociAlizAtion

a socialization process whereby each 
stage is an “elimination tournament” 
and a new hire is out of the 
organization if he or she fails

contest sociAlizAtion

a socialization process whereby each 
stage is a “contest,” and each new 
hire earns a track record, or “batting 
average,” after each stage

seriAl sociAlizAtion

a socialization process whereby 
supportive organizational members 
serve as role models and mentors for 
new hires

disjunctive sociAlizAtion

a socialization process whereby 
newcomers are left alone to develop 
their own interpretations of the 
organization and situations they 
observe

investiture sociAlizAtion

a socialization process that reaffirms 
newcomers’ self-confidence and 
reflects the fact that the organization’s 
senior members value the knowledge 
and personal characteristics of the 
newcomers

divestiture sociAlizAtion

tries to deny and strip away certain 
personal characteristics
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existing behaviors and attitudes in order to introduce new ones desired by the organization. The 
divestiture socialization process is generally considered undesirable in most work organizations, 
except for work situations in which extreme discipline is required.38 One study of 237 lawyers 
found that because it can require people to behave in ways counter to their own sense of right 
and wrong, divestiture socialization was positively related to ethical conflict, which was related 
to higher emotional exhaustion and lower career fulfillment.39

In addition to the basic types of socialization programs a firm has to choose from, there 
are other choices that must be made when it comes to the socialization process, including the 
following:

•	 What to include: What people, politics, culture, language, job requirements, and work 
processes should be discussed? Which elements of the company’s history, business goals, 
and key strategic objectives should be included?

•	 Whom to include: Which people should be involved in the socialization program—the 
newcomer’s hiring manager, coworkers essential to the new hire’s job success, or perhaps 
the new hire’s family?

•	 How to use technology: Should the socialization program be Web based or should new 
hires attend in-person?

Next, we discuss each of these choices.

what tO include In addition to familiarizing new hires with the company’s policies, effec-
tive socialization programs get new hires productive faster by teaching them about the  company, 
its key strategic objectives, and work processes and help them continue to feel good about  joining 
the company. Goldman Sachs has a “Day One Orientation,” followed by a series of e-mails sent 
during new employees’ first 100 days with tips to help them to fit into the  company’s culture. Six 
to twelve months after joining Goldman, newcomers attend a one-day symposium, led by a top 
officer, to give them an opportunity to discuss the firm’s values of “teamwork, meritocracy, and 
integrity” through case studies.40

Although socialization is most important for new organization members, regardless of 
one’s years of work experience, understanding the cultural aspects of one’s work group and com-
pany are essential to functioning effectively. Some of the information employees should learn 
through socialization includes information about the firm’s41 politics, including  information 
about its formal and informal power structures and work relationships; culture, including the 
company’s norms, values, behavior patterns, rituals, language, and traditions; and organizational 
goals and policies, including understanding the rules and principles that maintain the culture of 
the  organization. A firm’s human resources personnel are usually responsible for conducting 
the company’s socialization programs. However, these people should follow up and coordinate 
their efforts with the immediate supervisors of new hires to avoid information being duplicated 
or omitted.

whOm tO include Some companies recognize that a new job affects an employee’s entire 
family. Therefore, some firms include people’s families in the socialization process to facilitate 
their acclimation to the company. Giving new hires’ families information about the area, or even 
having a separate family orientation, can ease their transition into the firm and increase their 
commitment to the company.42

The employees who will be important to the new hire’s job success should play a role 
in the socialization process. Holding managers accountable for the success of their new hires 
can also increase the chances of getting new hires started off right. At many companies, top 
 leaders welcome new employees when they first report to work. At the Vanguard Group, either 
the company’s CEO, Jack Brennan, or a managing director attends every “Welcome Aboard” 
 session for the company’s new “crew members.” Cisco CEO John Chambers hosts a “Chat 
with Chambers” meeting for groups of new employees several months after they start with the 
 company. Microsoft’s Bill Gates sometimes leads Microsoft’s orientation Q&A session.43

Capital	 One	 Financial	 Corporation,	 a	 financial	 services	 company	 based	 in	 McLean,	
Virginia, pursues a differentiation strategy and enjoys a competitive advantage based on innova-
tion and customer intimacy. The fast-growing company’s culture of innovation44 supports its 
use of an elaborate testing model to prepare and tailor new financial products and services to 
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different consumers.45 To better execute its strategy, Capital One wanted to quickly bring new 
hires up to speed and effectively socialize them into the company. The firm created a new hire 
program in which all new associates spend their first two days learning about the company, 
its history, imperatives, values, businesses, and products. The company also partners each new 
associate with a mentor from his or her team for the person’s first few weeks on the job. A man-
ager of similar rank from another department is also assigned to serve as an “assimilation buddy” 
to help new managers get to know their peers and answer questions. Six months after starting 
the job, new leaders receive a 360-degree review to identify where they can make additional 
progress in meeting goals and expectations, and to identify ongoing developmental goals and 
strategies.46

hOw tO uSe technOlOgy International staffing agency Randstad North America has 
a socialization process for its new hires that includes 16 weeks of job shadowing, training, 
 performance reviews, and knowledge tests. Reports on the new hire’s progress are sent to the 
new employee’s manager, and new hires are also asked to evaluate the socialization process.47 
Automating part of the socialization process and using the company’s intranet helps to coordinate 
and store the stream of paperwork and e-mail correspondence related to training, the  company’s 
benefit programs, and contract approvals. Via one automated approach, new hires are granted 
network access and given copies of the employee handbook. The system automatically manages 
the training and administrative aspects of the socialization and onboarding process.48 This helps 
the firm ensure that its legal and corporate policies are being met by tracking the socialization 
activities new hires undergo against an online compliance checklist. An automated approach can 
also improve the quality of the socialization process by giving hiring managers timely reminders 
as to when and how to assimilate their new subordinates.

Perhaps an extreme example of Web-based socialization is IBM’s IBM@Play. IBM@Play 
consists of a set of training tools that use video game technology and three-dimensional Internet 
environments to facilitate new hire socialization. IBM employees in India, China, and the United 
States use “avatars,” or representations of themselves, in one of two Internet virtual worlds, 
PlaneShift or Second Life, to expedite their orientation and develop mentoring relationships with 
other employees. The Internet environment allows new employees around the world to mingle, 
interact, and share ideas in the virtual world before their first day on the job. They also learn 
how to sign up for benefits, develop computer code as part of a global team, and develop sales 
skills. IBM believes that because the socialization is like a video game, people are more willing 
to take risks and be more flexible in their thinking.49 Sun Microsystems uses two online video 
games to provide a fun way for new hires to learn about the company structure and history. One 
uses a puzzle format with specific goals and “Specters” to destroy. The other is a slower more 
story-based game.50

Web-based socialization may not be best for all types of situations, however. One study 
found that compared with employees who attended an in-person orientation session, those whose 
orientation was computer based reported lower levels of socialization in terms of the people, 
politics, goals, and values of their organizations.51

what makes a Socialization program effective?

An effective socialization program should actively involve new employees, encourage them to 
ask questions, and clarify the roles they should play in order to best execute the firm’s business 
strategy. Of course, a new hire’s manager needs to be involved, too, and take time to help the 
person get up to speed. Pairing coworkers or “buddies” with new hires for a few days or weeks 
can facilitate their transition. This can be particularly helpful if the new hires have to wait a 
few weeks or months before the company’s next formal orientation program begins. Common 
 orientation metrics include employee engagement levels; 30- 60- and 90-day retention rates; and 
hiring manager satisfaction.

Acclimating new hires takes time, but the investment pays off in higher commitment, faster 
time to productivity, and higher performance. Research suggests that socializing new employ-
ees as a group, using formal activities and materials in a predetermined order within a specified 
time frame, giving them access to role models or mentors, and providing the new hires with 
social support can enhance their loyalty, reduce their turnover, and increase their job satisfaction 
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and commitment to the firm.52 According to a survey by the Society for Human Resource 
Management, 83 percent of responding companies use a formal orientation and socialization 
program for new employees. The most frequently used formats are group-based and individual 
sessions. Eleven percent of companies use a computer-based format.53 More than one-third of 
HR professionals indicated that their firms were investing more money in these systems.54

Unfortunately, firms often focus on the content of their socialization programs,  overlook 
the follow-up process, and do not evaluate how well their programs are working. New  employees 
are not the only people involved in socialization programs. Thus, it is important for HR  personnel 
to solicit feedback from everyone involved in the process. This can include talking with new 
employees after their first year on the job or disseminating questionnaires to all the people 
involved, including, for example, the managers and coworkers of new hires. Having a formal 
and systematic follow-up process not only helps evaluate the program’s effectiveness, it can also 
identify areas for further improvement.55 Next, we discuss global mobility.

glObal mObility

Managing the flow of talent through the organization and even around the world is an essential 
part of strategic staffing. Socialization is only the first phase of workflow management. Once 
new hires are socialized, their performance must be managed, top performers need to be retained, 
and succession planning must be done. Of course, when turnover occurs, the cycle begins anew.

For	 global	 corporations,	 especially	 those	 pursuing	 a	 growth	 strategy,	 managing	 work-
force flow includes managing global mobility. PC maker Lenovo credits global talent mobility 
as a key factor in its growth, moving key leaders across markets including India, Brazil, and 
Russia.56 International manufacturing, transportation, and construction supplier Ingersoll Rand 
considers assignments in multiple businesses and locations to be critical for employees aspiring 
to senior leadership roles.57 At Domino’s Pizza, all corporate leaders including the CEO partici-
pate in three annual talent summits that are held to identify the talent needs for each business 
unit, including succession planning. Leaders are expected to freely give up top employees when 
they are needed elsewhere to facilitate Domino’s overall growth.58

It is important to use a formal process when identifying which talent to assign to global 
opportunities. Identifying which employees are willing to move, what skills they possess or need 
to develop, and what skills are needed in which global assignments are all important to both 
employee development and company performance. Rather than asking for volunteers, tracking 
data about employees’ skills and mobility, and the strategic and developmental objectives of 
each global assignment helps maximize success. Johnson & Johnson uses technology to track its 
talent mobility activities and compare them with its corporate and talent management goals. This 
facilitates adjustments in the face of changing business goals.59

One of the biggest challenges in persuading employees to accept global assignments 
requiring global relocation is managing the upheaval this places on their personal lives. Local 
expert destination services providers are often available to smooth the path for an employee’s 
arrival, arranging everything from schools for children, housing, and social integration for the 
employee and even a family into the community. Providing additional support with immigra-
tion, taxes, technology, and the physical relocation is also important. Shorter-term assignments 
 lasting a few months are less disruptive than ones lasting a year or more.

Managing repatriation, or reintegrating employees to their home office and country when 
the global assignment ends, is also important. A global assignment often influences the expatri-
ate’s values and beliefs, and it can take time to settle back into what was once a very familiar 
and	comfortable	environment.	Families	of	returning	expats	may	also	benefit	from	intercultural	
repatriation programs to address their specific needs.

managing the FlOw OF the wOrkFOrce

Many companies boast about their low turnover rates, but is low turnover always ideal? Optimal 
turnover is not the lowest turnover a firm can achieve; it is the turnover level that produces 
the highest long-term levels of productivity and business improvement.60 Achieving optimal 
turnover means understanding both the financial gains and costs of different types of turnover 
as well as controlling who stays and who goes. Turnover can be either good or bad for the 
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organization depending on the departing employee. The loss of a high-performing employee 
with a lot of leadership talent could cost the organization a lot of money in terms of lost revenue 
and future leadership talent, but losing a low-potential poor performer opens the job for a higher-
performing replacement. Thus, the consequences the organization faces can be understood not 
only by considering the recruiting and replacement costs a firm incurs as the result of the turn-
over but also by comparing the cost and productivity of the former employee with the cost and 
productivity of the replacement employee.61 Google developed an algorithm that predicts the 
probability that an employee will quit even before the employee knows she or he might leave, 
allowing the company to take action to retain valued talent.62

Although many managers are satisfied with simply minimizing turnover and measuring 
it against broad industry benchmarks, others have mastered turnover as a tool for achieving a 
maximum return on their investment in their workforce. Restaurant chain Applebee’s recognizes 
that not all turnover has the same value. Instead of rewarding managers for keeping overall turn-
over low, managers are rewarded for keeping turnover low among top-performing employees. 
To create a performance-driven culture and develop a competitive talent advantage, Applebee’s 
divides its employees into the top 20 percent, the middle 60 percent, and the bottom 20 percent. 
Applebee’s assumes that the loss of a top 20 percent hourly employee costs the company $2,500, 
the loss of a middle 60 percent employee costs $1,000, and the loss of a bottom 20 percent 
employee actually makes the company $500. Accordingly, the company doesn’t set retention 
goals for the bottom 20 percent. Applebee’s developed its own Web-based software program 
that lets everyone from top executives to individual store managers identify their best employees 
and determine how well managers are doing at retaining them.63

The more money a company spends hiring and training employees, the more expensive its 
turnover will be. With an average cost per hire exceeding $3,000 in 2012, unwanted turnover can 
be very expensive.64	For	companies	like	The	Container	Store,	whose	human	resource	strategies	
require extensively training new employees, turnover is extremely expensive.

Although the turnover of high performers is obviously more costly than the turnover of 
average or low performers, only half of all companies track turnover of top performers.65 In 
addition	to	tracking	turnover	by	employee	quality,	tracking	turnover	by	tenure	is	also	useful.	For	
many companies, the turnover of new hires is highest during their first one to two years on the 
job but much lower thereafter. Many high-performing sales companies actually find that the turn-
over of employees in their first year or two serves as a natural filter. Apparently, low performers 
who are unable to meet the aggressive sales goals of their firms actually self-select out of their 
organizations quickly. The sales professionals who remain are likely to have high productivity 
and long-term success with the company.66 The appropriate time frame for tracking new hire 
turnover varies by job and by industry. In high-turnover industries, such as retailing, one month 
might be an appropriate time for assessing new hire length of service, while health care organi-
zations often use a 90-day mark, and other industries use six-month or one-year  measures.67 In 
addition, the U.S. Department of Labor’s Job Openings and Labor Turnover Survey (JOLTS)68 
collects data from establishments on a voluntary basis, including their employment statistics 
and information about their job openings, hires, quits, layoffs, discharges, and other separations. 
This information can help a firm forecast its turnover and interpret labor market developments.69

types of turnover

In addition to internal promotions and transfers, which also create vacancies, there are six primary 
types of turnover: voluntary, involuntary, functional, dysfunctional, avoidable, and unavoidable.70 
voluntary turnover is when the separation is due to the employee choosing to leave the organi-
zation for personal or professional reasons. The methods of voluntary  turnover include a written 
or verbal resignation, not reporting for work as assigned, failing to return from an approved leave 
of absence at the end of the leave, or retirement. involuntary  turnover is when the separation is 
due to the organization asking the employee to leave due to factors such as the employee’s poor 
performance, disability, or death, or the firm’s restructuring, downsizing, merger, or acquisition. 
Functional turnover is the departure of poor performers. Dysfunctional turnover is the depar-
ture of effective performers the company would have liked to retain. avoidable turnover is turn-
over that an employer could have prevented by addressing its root cause. Low pay, employee dis-
satisfaction, and poor work and life balance issues can all cause avoidable turnover. These factors 
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will be discussed in more detail in the next section. Unavoidable turnover is turnover that could 
not have been prevented by the employer. This turnover can result from resignations due to 
an employee becoming a parent, experiencing a serious illness or death, or a spouse accepting 
another job requiring that the family relocate. Organizations generally try to minimize turnover 
that is voluntary, dysfunctional, and avoidable. Table 12-2 summarizes the types of turnover.

the causes of voluntary turnover

People choose to leave organizations for many reasons, including how desirable they believe 
leaving will be and the ease with which they can depart.71 Unmet expectations about the job and 
organization also lead to dissatisfaction, which, in turn, leads to turnover.72 Giving candidates 
realistic job previews can reduce the likelihood of this occurring.73 If an employee’s job duties 
are poorly defined, or the person is given unrealistic performance goals, this can also result in 
voluntary turnover.74 In addition to being lured by other opportunities that provide more chal-
lenging work or career development opportunities, people also leave jobs due to low pay and 
benefits, a lack of recognition, not having their voice heard, or perceived unfairness.75 Although 
several studies have shown that poor performers are more likely to quit than good performers,76 
the best performers may also be more likely to leave because they have better opportunities.77

A survey of 262 large U.S. companies and a complementary survey of 1,100 top-performing 
employees found that employers and employees do not agree on the reasons key talent stays with an 
employer.78 Although top employees reported pay as one of the three primary reasons they leave an 
employer, employers believed that promotional opportunities and career development were the pri-
mary reasons. It seems that what employees value and what employers think they value differ. The 
survey also found that 86 percent of companies think they do a good job of treating their employees 
well, but only 55 percent of employees agree. Table 12-3 summarizes the results of the survey and 
offers some insight as to how employers and employees think differently about the situation.

One key factor related to voluntary turnover is the current economic climate. Although top 
performers are usually being courted by other companies, if the economy is good and jobs are plenti-
ful, retaining employees both good and bad is more difficult. When the economy is softer and fewer 
organizations are hiring, it is harder for employees to leave, and turnover rates are usually lower.

analyzing the causes of turnover

Turnover is difficult to curb unless you know precisely what is causing it. Because there are so 
many reasons why people quit their jobs, it can be helpful to conduct exit interviews to ask sepa-
rating employees why they are leaving. These interviews help the company acquire information 
that can be used to improve the conditions of their current employees and reduce future turnover. 
Technology can facilitate the exit interview process. Some companies have software that e-mails 
their departing employees and asks them to take online exit interviews. The software allows 
managers to see how many surveys have been completed, view the firm’s monthly and yearly 
exit statistics, and uncover the top reasons why employees have left. The departing employees 
can also include detailed comments for the firm’s managers to explore further.79

unAvoidAble turnover

turnover an employer could not have 
prevented

Table 12-2   Types of Turnover

Type of Turnover Description

Voluntary turnover The employee chooses to leave due to personal or professional 
reasons

Involuntary turnover The employer initiates the separation due to the employee’s 
poor performance, misconduct, a reorganization of the firm, 
and so forth

Functional turnover The departure of a poor performer

Dysfunctional turnover The departure of an effective performer the company would 
have liked to retain

Avoidable turnover Turnover that the employer could have prevented

Unavoidable turnover Turnover that the employer could not have prevented

exit intervieWs

interviews in which separated 
employees are asked about why they 
are leaving the firm. The goal is to 
acquire information that can be used 
to improve the working conditions of 
the firm’s current employees
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Exit interview questions should be targeted at the areas in which the organization feels 
it can improve. Be strategic, and ask questions that will solicit useful information. Questions 
including, “What are some things that you would do to fix problems in the workplace?”, “Can 
you give us the names of those you believe are involved in criminal behavior?”, and “Are there 
things we could have done to make your job more fulfilling?” can help the organization fix prob-
lems and improve the future hiring of better-fit candidates.80

Some organizations develop formal policies to manage voluntary employee separations 
and exit interviews. One of UPS’s 37 principles for managing its workforce, described in a larger 
policy book given to its management team, pertains to its relationships with former employees: 
“We are considerate of employees who are leaving us for whatever reason. We know that the 
goodwill and respect of former employees can be beneficial in future relationships. At the time 
of an employee’s separation from the company, we seek an opportunity to conduct a friendly 
discussion regarding both the individual’s and the company’s views. Such discussions may point 
out ways in which we could improve our working environment or the company in general.”81

It is sometimes beneficial to wait before conducting exit interviews. When Johnson & 
Johnson interviewed people it identified as regrettable losses from the organization to get insight 
as to why they left their jobs, it learned that people felt much freer to respond honestly after a 
measure of time had passed. J&J learned that many of those former employees’ poor communi-
cation with their supervisors did not allow them to understand how valued they were within the 
company. As a result of those discussions, J&J rehired a lot of its former employees.82

Research suggests that the former bosses of departing employees should not conduct exit 
interviews, especially if they are untrained in conducting them. Employees will be reluctant to 
disclose that poor supervision was the reason for their departures, if this indeed is the case. Also, 
their supervisors might selectively interpret their soon-to-be-separated employees’ responses or 
not honestly disclose what the employees said.

Firms	can	do	the	following	to	improve	the	validity	of	the	information	they	gather	via	exit	
interviews:83

•	 Have	 representatives	 from	 an	 outside	 company	 or	 from	 a	 neutral	 department,	 such	 as	
human resources, collect the information.

•	 Train	the	interviewers.
•	 Use	a	questionnaire	that	allows	the	firm	to	systematically	compare	respondents’	answers.
•	 Rather	than	interviewing	the	separating	employee	during	his	or	her	last	working	days,	con-

sider supplementing (or even replacing) the exit interview with a post-exit questionnaire.

Table 12-3  Why Top-Performing employees leave Organizations

Reasons
Percentage of Top-Performing 

employees’ Responses
Percentage of employers’ 

Responses

Pay 71 45

Promotion opportunity 33 68

Work-life balance 26 25

Stress 24  8

Career development 23 66

Health care benefits 22  0

Length of commute 18  4

Nature of work 18  8

Retirement benefits 17  2

Company culture 13 10

Relationship with 
supervisor/manager

 8 31

Note: The numbers do not total to 100 percent because each respondent chose three reasons.

Source:	Reprinted	with	permission.	All	rights	reserved,	Towers	Watson.	For	more	information,	visit	towerswatson.
com. Agnvall, E., “Exit with the Click of a Mouse: Exit Interviews Go High-Tech,” Society for Human Resource 
Management, October 2006, www.shrm.org/hrtx/library_published/nonIC/CMS_018960.
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As we mentioned in an earlier chapter, rather than severing ties with departing top  performers, 
some companies have done just the opposite, creating alumni networks for  ex-employees. The 
consulting firm Bain & Co. mines alumni relationships for employee referrals. The firm has found 
that new hires sourced through its alumni tend to be a better fit with its culture and needs and 
 frequently stay longer than other employees.84

Employee satisfaction surveys can help to identify problems and areas of job dissatisfac-
tion that can be addressed and, with hope, prevent additional turnover. UPS regularly conducts 
an “Employee Relations Index Survey,” which measures employee satisfaction and the climate 
of the organization. All employees have the opportunity to respond anonymously, the results 
are shared with the entire organization, and UPS modifies its departmental practices and overall 
training efforts based on the feedback.85

developing retention Strategies

Although the turnover of the lowest-performing employees can be beneficial, to successfully 
manage talent an organization cannot focus solely on its top performers. Insurer Aviva’s strategy 
of managing “the vital many” rather than risk alienating the bulk of its workforce by focus-
ing exclusively on current high performers makes this commitment explicit.86 Research has 
also shown that top talent is more effective when it operates in vibrant internal networks with 
a diverse range of coworkers.87 Different things make people of different ages, genders, and 
nationalities interested in working for and remaining with a company.88

Because the reasons people stay with an employer are often the same reasons they were 
attracted to the company in the first place, improving employee retention will often make the firm 
more attractive to new applicants. In other words, if a firm is successful at keeping its employees 
satisfied and productive, it is also likely to have what it needs to appeal to new talent. Also, if the 
retention of good performers increases, fewer new people need to be hired. When the technology 
products and services provider CDW experienced high turnover rates among its account manag-
ers in their first two years, the company developed an extensive new account manager onboarding 
and training program. After a daylong orientation focused on the company’s values and goals, new 
account managers receive six weeks of training. CDW also developed a three-minute realistic job 
preview video to help potential candidates better understand the job. The video showcases the firm’s 
current account managers and describes their roles, responsibilities, and working environment. The 
video is on CDW’s careers homepage for potential candidates to view prior to applying online.89

Developing a retention plan that addresses the causes of turnover can improve the reten-
tion of critical employees and employees in key positions. In Table 12-4, we summarize some 
common retention strategies that we discuss in more detail next.

challenging emplOyeeS To successfully compete in the semiconductor industry, Texas 
Instruments needs the best and brightest employees. However, top engineers are hard to find. 
To maximize the retention of its employees, the company trains its managers to engage their 
 subordinates to make sure they are challenged and appreciated. Managers also regularly con-
sider assignment changes for their employees to make the best use of their skills. Nurturing 
and  retaining their top employees is a component of the performance reviews given to Texas 
Instruments’s managers.90 Cross-training employees can also help them develop new skills and 
reduce their turnover.

clariFying prOmOtiOn pathS Clear career paths can also improve retention because 
employees can more easily see where their time and efforts will take them in the company. 
When Chipotle Mexican Grill wanted to reduce the turnover of its hourly workers, it revised 
its career path for entry-level employees and started promoting more from within. Its turnover 
rate fell as the company went from filling only 20 percent of its manager positions internally 
to filling 80 percent of its managerial positions from within.91 As one company representative 
said, “If you don’t have a career path that is clear, good people won’t want to stay with you. 
People want to know that their hard work is rewarded, and they can ascend through the ranks and 
become a bigger factor in the company’s success.”92

develOping better SuperviSOrS Developing better bosses can be one of the best retention 
management strategies. Supervisors have a considerable impact on their subordinates’ turnover. 
Creating a climate of respect, fairness, and trust can positively affect the morale of employees, 
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reduce their stress, increase their commitment to the organization and their supervisors, and 
improve their performance.93 It can also lower a firm’s employment liability: Employees who 
are treated well are less likely to sue their companies.

giving emplOyeeS wOrk Flexibility Giving employees work flexibility can also improve 
their retention. Alternative job arrangements can help them better balance their lives and their 
work. One type of flexible arrangement is job sharing. Job sharing occurs when two or more 
people fill one job. Each person has a permanent part-time position, and they split the hours, 
pay, holidays, and benefits between them according to how many hours they each work. The 
job	responsibilities	can	also	be	split	into	two	different	jobs.	For	example,	each	person	might	be	
responsible for different clients or completely different tasks, or employees might share tasks 
and responsibilities and coordinate the work done between them.

Flextime	 provides	 an	 alternative	 to	 the	 typical	 nine-to-five	 work	 schedule.	 Flextime	
employees may work four 10-hour days, work a weekend day instead of a weekday, or take a 
shorter	lunch	so	they	can	leave	work	earlier.	For	a	company	such	as	a	call	center,	flextime	can	
enable the firm to keep the workplace open for an extended period every day, say 6 a.m. to 7 p.m. 
to better serve their customers.

telecommuting is an arrangement whereby employees work from a location other than 
their employer’s facilities, such as their homes. In some cases, telecommuting employees will 
work at the employer’s facilities for part of the week and from their homes or other locations 
the rest of the week. In other cases, the telecommuting employee never works at the employer’s 
location. Many people need more flexible work hours so that they have time to attend to their 
children, aging parents, or take classes, for example. High-quality recruits who are unable to 
work traditional schedules often find flexible work hours very attractive.

In addition to reducing turnover and the costs related to it, telecommuting (also called 
homesourcing when an employee works entirely from home) can generate cost savings if an 
employer needs less office space as a result. Companies including J.Crew, Office Depot, Sears, 
Medco Health Solutions, and AAA use homesourced employees. JetBlue annually saves over 
$2,000 per employee in rent costs by homesourcing its entire reservation staff.94 The firm 
enjoys a 3.5 percent turnover rate among its 1,000 reservation employees compared with an 
industry average of 65 percent. Because turnover costs amount to about 30 percent of a reser-
vation agent’s salary, these retention rates have had a big impact on JetBlue’s bottom line.95 

Table 12-4   Retention Strategies

Clarifying promotion paths: A clear career path helps retain talented people interested in 
moving up
Challenging employees: Developing skills and learning new things can keep employees 
engaged
Developing better supervisors: Fair managers whose subordinates trust them can improve 
employee retention
Giving employees work flexibility: Giving employees work flexibility can improve their 
retention by enabling them to better balance their work and life demands
Choosing a good location: Locating the company in a desirable area or in an area with few 
competitors for the same talent can boost retention
Providing competitive wages and benefits: Giving employees competitive pay and benefits 
help improve retention
Holding managers accountable: Holding managers accountable for retaining top performers 
and for challenging and developing their subordinates can improve their retention
Providing Employees with Support: Staying in touch with new hires and helping them 
overcome the obstacles they face to perform well can result in their retention
Creating mobility barriers: Embedding employees in the company in such a way that their 
value is greater inside than outside the firm due to their firm-specific knowledge decreases 
the chance that they will leave
Creating a strong corporate culture: Creating a strong culture that employees find attractive 
can enhance their commitment to the company

job sHAring

an arrangement whereby two people 
work together to fill one job

flextime

an arrangement that allows employees 
to work hours other than a typical 
eight-hour shift

telecommuting

an arrangement whereby employees 
work from a location other than their 
employer’s facilities, such as their 
homes
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At one point, the company’s annual turnover costs were just 6 percent of the costs experienced 
by  similar firms, or just $327,600 compared to the industry average of $6,084,000!96

Telecommuting can also improve the productivity of employees if it makes them more 
content with their jobs. JetBlue’s at-home reservationists are 30 percent more productive on 
 average, which makes it more viable for JetBlue to hire domestic workers for the position, rather 
than outsourcing the jobs to lower labor-cost countries. Customers contacting the  reservationists 
also experience fewer language barriers this way.97 In fact, JetBlue receives only one com-
plaint for every 300,000 reservation calls made to the company—an industry best. This has 
saved JetBlue a considerable amount of money when you consider the fact that it costs six times 
more to gain a new customer than it does to retain an old one.98 To combat the isolation that 
 homesourced workers can feel, the company has developed several measures: All homesourced 
reservation agents must come into JetBlue’s regional offices in Salt Lake City for a minimum of 
four hours each month, which allows them to interact with their fellow employees and with man-
agement. Workers are also kept up-to-date with the most recent events occurring at JetBlue.99

chOOSing a gOOd lOcatiOn Locating near companies that employ similar talent can be 
strategic.	For	example,	a	technology	company	in	Silicon	Valley	will	likely	be	able	to	more		easily	
acquire	the	talent	it	needs	than	if	the	firm	were	located	in,	for	example,	Fargo,	North	Dakota.	
The possible high turnover rate given the ease with which employees can switch employers can 
help keep a firm’s ideas fresh, too. However, as we explained earlier in the book, the same high 
turnover rate could compromise a research and development company that needs employees to 
remain working on projects for a long time. Also, there are clearly ethical and strategic issues 
surrounding the “poaching” of employees from other organizations. Moreover, if you poach 
employees from other employers, you must be prepared, in turn, to be poached from!

Establishing a separate long-term research facility in a location where the skills of the team 
are not in as high demand, such as a rural community, can increase employee retention rates, 
although, as we indicated, initially attracting candidates can sometimes be more challenging. 
However, the strategy worked for the semiconductor company Intersil. When the turnover rate 
for the semiconductor industry for a whole was at 20 percent, the turnover at Intersil’s semi-
conductor facility in rural Pennsylvania averaged only 2 percent.100 Also, as we explained in 
Chapter 6, when GE had trouble finding people willing to move to “Dreary Erie, Pennsylvania,” 
the company began recruiting junior military officers. Previously used to sitting in foxholes, 
these employees found Erie less of a limitation.101

prOviding cOmpetitive wageS and beneFitS Competitive pay and benefits will help 
attract and retain employees, of course. However, even if a company has good benefits, if employ-
ees don’t understand or appreciate those benefits, then the benefits are unlikely to affect their 
retention. An analysis by the consulting firm Watson Wyatt found that companies that offer rich 
benefits but have poor communication practices had an average turnover rate for top-performing 
employees of 17 percent. Companies that offered less costly benefits but successfully communi-
cated them had an average top talent turnover rate of 12 percent. The best situation, combining 
rich benefits and effectively explaining them to employees, was associated with an even lower 
8 percent turnover rate for top performers.102 A pay-for-performance plan can also help reduce 
the turnover of top performers and improve the company’s return on what it pays employees.103

Capital One believes that executing its business strategy necessitates hiring the best 
 talent. To help attract and retain that talent, the company developed an extensive work-life pro-
gram. Programs ranging from concierge services and fitness centers to child care subsidies and 
 discounted ticket sales reduce stress and save employees’ time. The company tracks the usage 
of each work-life benefit and conducts a cost–benefit analysis of all such initiatives to identify 
which are having the most impact on the company’s goals. Employees are also surveyed twice 
a year about how they feel about their workspaces—for example, how they feel about the light-
ing, functionality, privacy, cleanliness, conveniences, food services, break facilities, recreation 
facilities, and meeting spaces they use. The bank believes that working on the issues identified 
by the survey helps it retain employees.104

hOlding managerS accOuntable Rewarding managers and holding them  accountable 
for retaining top performers and ensuring that their subordinates have clear, consistently 
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monitored professional growth plans will increase the chances that the managers will engage 
in these behaviors. Designing retention training for managers can improve their ability to retain 
good performers, too. Remember, however, that retaining top performers is not the same as 
retaining poor performers, which can actually cost a company money.

When Deloitte wanted to reduce attrition among its high performers, it learned from its 
exit survey data that lack of flexibility was the number one reason women were leaving the com-
pany and the number two reason for men. This was despite the fact that Deloitte had 69 different 
flexible work arrangements ranging from telecommuting to compressed workweeks. Deloitte 
replaced the flexible work arrangements with a work customization program that allows employ-
ees to ask their managers to periodically “dial up” or “dial down” their careers based on career 
pace, workload, location/schedule, and role. Although not all requests can be approved, one out 
of three requests have been to dial down, and employee satisfaction with “overall career/life fit” 
increased by 25 percent as turnover fell.105

prOviding emplOyeeS with SuppOrt Helping employees balance their work and their 
lives can improve their retention. The Marriott Corporation hotel chain has been an industry 
leader in reducing employee turnover. Through its Pathways to Independence program, Marriott 
trains welfare recipients for the workforce. In some locations, Pathways alumni are 50 percent 
less likely to quit than the average employee. The program’s unique structure combines internal 
and external support for the company’s welfare-to-work employees. Marriott’s supervisors help 
employees manage their professional lives, while Marriott “case workers” help employees man-
age their personal lives.106

Sonesta Hotels, a family-run chain of 18 properties, developed a formal program to 
 acclimate new hires throughout their first 100 days on the job. The main goal is to rerecruit 
employees on their 30-, 60-, and 90-day anniversaries. At 30 days, the human resources direc-
tor sits down with new employees to check if their expectations are being met and whether they 
have all the tools they need to perform their work. At 60 days, a second orientation called the 
“Booster” is given with a focus on developing the employees’ communication and service skills. 
Feedback	is	solicited	about	the	employees’	training,	and	the	new	employees	are	asked	what	else	
they need to be successful. At 90 days, the new employees formally meet with their managers to 
set joint goals for the rest of the year.107

creating mObility barrierS Mobility barriers are factors that make it harder for an 
employee to leave an organization. Mobility barriers can include stock options that vest in 
the future, requiring employees to stay with the company to receive their full financial value; 
 extensive training in a company’s processes and procedures that are unique to that company; or 
desirable work attributes that competing employers lack. Mobility barriers other than financial 
incentives to stay, which can sometimes be matched by other organizations, embed employees 
in the company in such a way that their value is greater inside than outside the firm due to firm-
specific knowledge. If the perceived cost of leaving is greater than the expected gain of joining a 
different organization due to a person’s commitment to his or her work group, team, or company, 
he or she is less likely to resign.108

creating a StrOng cOrpOrate culture If a company is able to create a strong  culture 
that employees find attractive, it can enhance employees’ commitment to the company. 
Companies like the outdoor clothing and equipment company Patagonia, whose goal is to pro-
duce the highest-quality products while doing the least possible harm to the environment, have 
developed values-based mission statements that appeal to recruits and employees alike. The 
appeal of the corporate culture helps retain employees with similar values.109

mergers and acquisitions

Retaining key employees during a merger or acquisition and integrating those employees into 
the company is critical if the new organization is to succeed. One way to improve the retention 
of important employees is to create financial agreements with key talent that serve as golden 
handcuffs that create mobility barriers for them. As we just explained, financial incentive pack-
ages, such as retention bonuses or stock options that mature over time, can help the firm retain 
its essential employees and increase their commitment to making a merger successful. To keep 

mobility bArriers

factors that make it harder for 
employees to leave an organization
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talent from leaving prematurely, companies also sometimes increase the value of the severance 
packages they offer workers who stay until a merger or acquisition is completed. These types of 
agreements are typically formalized in a written contract that specifies the financial incentives 
that the employee will receive if he or she stays with the company for a specified time.

Mergers and acquisitions create a lot of job uncertainty for employees—and top perform-
ers often have other job opportunities. Consequently, it is important that the employer clearly 
communicate with employees about their future with the company—what their jobs will entail, 
where they will be located, and so forth, assuming this information is known. Many companies 
create special retention strategies for their key personnel during mergers and acquisitions.

managing Succession

As you learned in Chapter 10, succession management plans for the replacement of employees 
in key positions and creates a talent pipeline in the company. There are some positions in almost 
every company that are very costly to the organization if left unfilled. These positions are often 
at the executive level, but other positions are often critical as well. In smaller organizations, one 
person might be key to the performance of an entire unit. This is often true for researchers in 
firms pursuing an innovation strategy, but can be true for companies pursuing a customer inti-
macy strategy as well. If the employee responsible for managing an important customer leaves, 
the company’s relationship with that customer might deteriorate.

Mobility policies dictate how people can move between jobs within an organization. 
A  mobility policy should clearly state both employees’ and supervisors’ responsibilities for 
employee development. On the one hand, employees might be responsible for identifying the 
training programs they need to enroll in to qualify for promotions and request that their  supervisors 
give them time away from their jobs to complete this training. On the other hand, supervisors 
might be responsible for regularly coaching and providing feedback to their subordinates, provid-
ing accurate assessments of their readiness to be trained and promoted, and helping them use and 
further develop the skills they acquired during their training. Mobility policies also clearly docu-
ment the rules surrounding the posting of job openings, the eligibility qualifications for jobs, and 
the compensation and benefits associated with them. Mobility policies should be well developed, 
clearly communicated, and perceived as fair by employees. Not every employee who desires a 
promotion or wishes to transfer to a different position will be able to do so. But if the process used 
to determine who does and does not get promoted is perceived to be fair, those who aren’t able 
to do so will feel less animosity toward the organization and be more willing to remain with it.

redeploying talent

Workforce redeployment involves moving employees to other parts of the company or to other 
jobs the company needs filled. Workforce redeployment applies the supply-chain management 
principles used to optimize inventory management, planning, and production to optimize the 
utilization	of	 a	 firm’s	 employees.	For	 firms	 trying	 to	maximize	 the	 efficiency	of	 their	work-
forces, which is particularly important for companies pursuing low-cost strategies, optimizing 
their workforces is critical.

IBM’s Workforce Management Initiative borrows many of the same concepts of supply-
chain management, such as capacity planning, supply and demand planning, and sourcing. To 
manage 100,000 global employees and about as many subcontractors in its Global Services 
 division, the firm built a structure that outlines the company’s internal and external skills and 
provides a real-time view of IBM’s labor-supply-chain activities. The system catalogs employ-
ees’ skills, creating common descriptors around what people do, what their competencies are, 
and what experiences and references they have.110 One global pharmaceutical company uses a 
labor supply chain to better catalog its own employees’ talents to help it make better decisions 
about when to use its own employees and when to call in contractors.111

Hewlett-Packard uses workforce redeployment to provide employees some measure of 
employment security. When the company had 400 surplus workers at its Loveland, Colorado, 
facility after closing its fabrication division, it redeployed many of them to other locations within 
the region, loaned employees to other divisions with short-term hiring needs, and permitted 
employees to be reclassified to lower pay levels and accept other jobs if they chose to. As a 
result, the company retained more than 50 percent of its surplus employees.112

mobility policies

policies that dictate how people 
can move between jobs within an 
organization

Workforce redeployment

moving employees to other parts of the 
company or to other jobs
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invOluntary emplOyee SeparatiOnS

Involuntary employee separations are inevitable. Downsizing and terminations are two of the 
most common reasons for involuntary employee separations. We discuss each next.

downsizing

Downsizing is the process of permanently reducing the number of a firm’s employees so as to 
improve the efficiency or effectiveness of the firm.113 Downsizing is a popular way for organi-
zations to attempt to improve their flexibility by reducing their bureaucratic structures,  giving 
employees who have been retained by the firm the power to make decisions more quickly, and 
improving communication within the firm. A downsizing can also be done in response to a 
merger or acquisition, revenue or market-share loss, technological and industrial changes, a 
restructuring, and inaccurate labor-demand forecasting.114

Labor costs are a large part of many firms’ expenses. Thus, private-sector employers often 
downsize to reduce their costs, maximize the returns their shareholders earn, and to remain com-
petitive in an increasingly global economy. Public-sector downsizings often occur when techno-
logical improvements allow fewer workers to do the same amount of work or when governments 
reduce their operating budgets.115

typeS OF dOwnSizing If the choice of which employees to downsize is not constrained by 
a collective bargaining agreement (which usually mandates that union members with the most 
seniority be retained), there are several ways to choose who to target in a downsizing. Across 
the board downsizing requires all of a company’s units to reduce their headcount by the same 
 percentage. Geographic downsizing targets specific locations for employee reductions, perhaps 
due to the loss of an important customer. Business-based downsizing targets only certain seg-
ments of a business. In addition, downsizing can target specific functions or departments that 
need to be reduced, or specific positions or jobs that are overstaffed. Performance-based down-
sizing targets poor performers. When downsizing is seniority based, the last people hired are 
the first people let go. If cost cutting is a goal of the downsizing, salary-based downsizing can 
help a firm reach this goal. This method involves targeting a firm’s most highly paid employees. 
Competency-based downsizing involves retaining employees with the competencies the company 
expects to need in the future and downsizing employees who lack them. Downsizing can also be 
done through  self-selection, if a firm offers its employees inducements to leave, such as early 
retirement packages or buyouts. Table 12-5 summarizes these downsizing targeting methods.

Firms	need	to	fully	plan	their	downsizing	efforts	if	they	want	to	reduce	the	related	negative	
consequences that can occur. A downsizing benchmarking study identified seven typical down-
sizing activities, each of which must be planned for:116

 1. Conducting a workforce demographics review including an assessment of the age, diver-
sity, and skills of the workforce as well as a projection of the number of employees 
expected to resign, be terminated, or retire.

 2. Assessing the firm’s alternatives to downsizing, including implementing a hiring freeze 
and offering employees buyouts, early retirement, retraining, and relocation packages.

 3. Outlining the number of employees slated to be downsized per month, year, location, 
 business unit, department, and occupation.

 4. Conducting the downsizing or reduction in force.
 5. Providing career transition/job placement assistance to separated employees.
 6. Providing assistance for the firm’s remaining employees.
 7. Ensuring that an adequate retraining program is in place.

unintended OutcOmeS OF dOwnSizing	 Firms	often	experience	unintended	outcomes	of	
downsizing including the voluntary turnover of their most valuable employees, efficiency losses, 
and the greater cost and difficulty of hiring new employees and training them amid a downsizing 
effort. Lower morale and a lack of motivation among a firm’s employees can become pervasive, 
as can increased employee absenteeism, stress, and uncertainty. In particular, companies need 
to address survivor syndrome, or the emotional effects the downsizing has on employees who 
are being retained. The emotional aftereffects these employees experience include fear, anger, 
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frustration, anxiety, and mistrust, which can threaten an organization’s very survival. Survivors 
often feel guilty about retaining their jobs and are preoccupied by fears of further layoffs.117 
This can increase the chances that they will quit, be less committed to the firm, and be less 
 flexible—that is, less willing to go out of their way to help the company work toward its long-
term goals.118

The evidence regarding how layoffs affect survivors’ actual productivity is mixed. Some 
studies suggest that employees who have been retained work harder as a result of “survivor’s 
guilt,”119 Other studies suggest that survivors feel so insecure that their productivity falls.120 
One study of Boeing employees during a decade when the company laid off tens of thousands 
of employees found that the laid off employees were less depressed and drank less than those 
who remained. Employees who experienced survivor’s guilt and the stress of not knowing if they 
would be next experienced the worst stress.121

The value of a firm’s shares can also fall during a downsizing, and its reputation as an 
employer can suffer. As a result, firms often have to pay higher wages to attract top talent 
after they downsize.122 In addition, when a company’s separated employees take advantage of 
unemployment insurance, the firm’s future premiums rise. Also, the employer’s costs for job 
placement services, career and résumé coaching, and skills training designed to assist separated 
employees rise. The costs of downsizing include

•	 Outplacement	services	(job	training,	job	placement	services,	and	career	coaches	for	down-
sized employees)

•	 Higher	unemployment	insurance	premiums	in	future	periods
•	 Severance	pay
•	 Pay	for	accumulated	but	untaken	employee	vacation	time
•	 The	costs	related	to	hiring	and	training	future	replacement	employees
•	 Higher	staffing	costs	due	to	a	less	desirable	postlayoff	or	postdownsizing	employer	image.

There is no convincing evidence that downsizing leads to long-term, superior organiza-
tional performance or enhanced shareholder value.123 There are studies that have attempted to 
measure and evaluate the medium- and long-term effects of downsizing. During the initial stages 

Table 12-5   Downsizing Targeting Methods

Targeting Method Description

Across-the-board 
downsizing

All units reduce their headcount by the same percentage

Geographic downsizing Specific locations are targeted for downsizing

Business-based 
downsizing

Only some segments of the business are targeted (e.g., employees 
associated with one product line)

Position-based 
downsizing

Specific jobs are targeted (e.g., accountants or salespeople)

Function-based 
downsizing

Specific functions are targeted (e.g., the firm’s human resources 
department might be downsized), usually during an organizational 
redesign

Performance-based 
downsizing

Poor performers are targeted for separation

Seniority-based 
downsizing

The last people hired are the first downsized

Salary-based 
downsizing

The most highly paid employees are targeted

Competency-based 
downsizing

Employees with the competencies the company expects to need in 
the future are retained, and employees without those competencies 
are targeted

Self-selection 
downsizing

The firm encourages employees to self-select out of the company 
by offering them inducements, such as buyouts or early retirement 
packages
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of a downsizing, the organization doing so usually incurs extraordinarily large costs related to 
the severance packages, early retirement packages, outplacement services, and so forth designed 
to help separated employees. Management can evaluate downsizing by preparing a cost–benefit 
analysis to identify the short-term financial implications of the downsizing and the expected 
long-term savings or losses.

cOnducting a dOwnSizing Workforce planning, which you learned about in Chapter 5, is 
an essential part of evaluating whether or not a downsizing effort should be undertaken.124 Some 
firms go through the pain of downsizing only to have to upsize a few years later. Downsizing 
should begin only after the firm’s short- and long-term strategic goals have been established and 
downsizing will clearly help the firm meet both of those goals. Given that downsizing is a trau-
matic event, no matter how well prepared a firm’s workforce is, the process should be carried out 
in the most expedient manner possible. Companies often make the mistake of spreading out their 
downsizing efforts over a period of months and even years. This can cause employees a great 
deal of long-term stress.125

During a downsizing, it is important to stay focused on the organization’s strategy by 
consistently reminding employees that restructuring activities are part of a plan to improve the 
organization’s performance and are key to the organization’s future success. One expert believes 
that “a downsizing plan should be included in the strategic management plan of all organiza-
tions, regardless of whether they plan to downsize or not. By including such a plan, the organiza-
tion will be better prepared to begin the staff-reduction process should it be forced to do so in 
response to environmental changes”126 Sharing the firm’s growth plans and renewal strategies 
with employees can also ease the anxiety they are likely to feel.

For	ethical	reasons,	companies	should	always	have	a	working	plan	of	how	to	conduct	a	
downsizing in a way that is consistent with the company’s values and talent philosophy. Without 
clear policies and procedures set up in advance, it is more difficult to do the right thing when a 
downsizing is imminent. Given the traumatic nature of a downsizing, every communication and 
every action should be consistent with the firm’s values. If showing employees respect and com-
municating openly are important values, these become particularly important during a downsiz-
ing. What and how the company communicates with separated employees sends a strong mes-
sage about how it will treat the people who are being retained and outside stakeholders as well. 
Potential suppliers, current investors, and potential employees reading about unethical or poorly 
handled layoffs will be wary of doing business with a company that does not properly treat its 
employees during a downsizing.

Perceptions of fairness are important during a layoff or any type of downsizing. When 
Royal Philips Electronics had to dismiss about 30,000 employees, it tried to do so in a socially 
responsible way. The company first continued to invest in training, education, and job search 
counseling for people put on a dismissal list. The goal was to make the situation as acceptable 
as possible to the employees staying as well as leaving. As the company’s president and CEO 
Gerard Kleisterlee said, “The people who stay in the organization—although they know as well 
as the people who leave that you have to do that for the sake of a healthy company—want to see 
that the people are treated like people want to be treated. I always say, ‘Treat somebody else like 
you want to be treated yourself. Then you will do a good job.’”127

When used as a component of an overall reengineering or restructuring strategy, a 
 downsizing effort can be effective. One survey of 531 large companies that had downsized 
revealed that well over half of them had achieved their goals of reducing costs and expenses. 
However, less than half had achieved their goals of increased profitability, productivity, and 
 customer satisfaction.128 In one case, a unionized technology services company that tried to 
pursue a low-cost strategy by downsizing ended up with significantly above-market labor 
costs because its union contract required it to retain many longer-term, higher-paid employees. 
The higher labor costs interfered with the company’s ability to compete successfully on price. 
Table 12-6 summarizes some of the best ways to conduct an effective downsizing.

Measuring the effectiveness of a downsizing effort can be done in a variety of ways, 
including the following:129

•	 Meeting	the	firm’s	authorized	full-time	employee	headcount	goals
•	 Increasing	the	firm’s	ratio	of	supervisors	to	employees
•	 Employee	loss	due	to	attrition	versus	personnel	loss	due	to	incentive	programs
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•	 Demographics	of	buyout	recipients
•	 Impact	on	diversity	goals
•	 Ability	to	meet	budgetary	limits
•	 Productivity	changes
•	 Reduction	in	total	cost	of	wages	and	salaries
•	 Number	of	grievances,	appeals,	or	lawsuits	filed
•	 Number	of	voluntary	participants	in	incentive	and	career	transition	programs

layoffs

A layoff, also known as a reduction in force, is a temporary end to employment. Unlike 
downsizing, which is a permanent separation of employees, the company intends to rehire 
laid-off employees when business picks back up. Employers tend to dislike layoffs compared 
to other downsizing methods. Like downsizings, sometimes layoffs are forced by law due 
to budget cuts, which is the case with most public-sector layoffs. At other times, economic 
conditions result in layoffs. If a firm is unionized, union members with seniority must usu-
ally be retained prior to more junior union members. Unfortunately, this won’t guarantee that 
the firm will end up retaining the right competencies it needs to compete more successfully. 
Seniority-based layoffs such as this can also have a negative impact on employee diversity, 
since they disproportionately affect women and minorities, who, on average, are less likely 
to have seniority. Like downsizings, layoffs often have a negative impact on the reputation of 
firms as employers—especially young firms that have not yet established positive employer 
reputations.131

In addition to EEOC compliance, the Age Discrimination in Employment Act applies to 
layoffs as does the Worker Adjustment and Retraining Notification (WARN) Act. The WARN 
Act is a federal law requiring employers of 100 or more full-time workers to give employees 
60 days advance notice of closing or major layoffs.132

Table 12-6   best Downsizing Practices

The following is a summary of some of the best ways to conduct a downsizing:130

•	 Involve senior leadership. The company’s leaders should be involved throughout the 
downsizing process and remain visible and accessible to employees. It is also important 
that employees believe that their managers provide credible information.

•	 Use frequent two-way communication. Provide honest and open communication about 
what is happening to the organization during the downsizing as often as possible. 
Involving HRM executives and labor representatives in planning the downsizing can help 
to improve both the downsizing process itself and communication about it.

•	 Focus on improving the work processes that will be needed in the future. This helps to 
sustain the processes that are key to the organization’s future performance.

•	 Dismiss contract and temporary employees first. Most employers establish temporary and 
contract relationships with some employees to protect the employment of permanent 
employees.

•	 Consider reducing work hours, pay, or benefits. This may prevent or postpone the 
need to downsize but risks lowering the morale or increasing the turnover of the higher 
performing employees you most want to retain.

•	 Try to provide options. If possible, let employees choose resign rather than be terminated 
if they prefer. Buyouts and early retirement incentives can also allow some employees to 
retire with full or reduced pension benefits earlier than normal.

•	 Provide assistance to separating employees. This can include career counseling, personal 
counseling, career/skill and career transition training, relocation assistance, outplacement 
assistance, résumé writing assistance, access to office equipment, paid time off, child care, 
financial counseling, and access to job fairs and Internet job placement sites.

•	 Don’t ignore the survivors. The success or failure of a downsized organization depends on 
the workforce that remains after the downsizing. A well-planned and managed downsizing 
process that employees believe was administered fairly and humanely will help them 
believe in and work toward the future success of the organization.

lAyoff

temporary end to employment
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alternatives to layoffs

Instead of layoffs, organizations often reduce their employee headcount in other ways. 
attrition is the normal reduction of a firm’s workforce due to the retirement, death, or res-
ignation of employees. Combining natural attrition with a hiring freeze, which involves not 
hiring any new employees to replace departing employees, can result in a sufficient amount 
of headcount reduction if the attrition is high enough and the freeze can be imposed for a 
long enough period of time. Attrition and hiring freezes can protect the jobs of survivors, but 
there needs to be a plan in place to redistribute the work among them to avoid their being 
 chronically overworked.

Early retirement and buyout incentives are a good way to achieve attrition and are often 
well received by employees. Companies often fund early retirement and buyout incentives with 
money they save during hiring freezes. Another way to reduce the size of a company’s work-
force is to encourage employees to take a leave without pay. Although an employee’s benefits 
are usually reduced during the leave, the company guarantees that the employee can return at the 
end of a designated period. Leaves without pay can appeal to some employees who need to com-
plete their education, care for family, or transition to another career. When the company wants 
to downsize to cut its costs rather than meet a mandated reduction in the number of employees, 
this can be a good strategy.

Flexible	work	arrangements,	such	as	telecommuting,	part-time	employment,	and	job	shar-
ing, which we discussed earlier in the chapter, in conjunction with retention strategies can also 
be used to downsize a company’s workforce without resorting to layoffs. The arrangements 
can decrease absenteeism and turnover, improve a firm’s ability to recruit and retain talent, 
and can increase employees’ health, morale, and productivity as they achieve better work-life 
balances.133

As we mentioned earlier in the chapter, rather than layoffs, it’s sometimes possible to rede-
ploy targeted employees to other parts of the company or to other jobs the company needs filled. 
Cross training employees in different competencies and jobs and retraining them can  better 
enable their redeployment as well.

Firms	 can	 also	 avoid	 laying	 off	 employees	 by	 reducing	 their	 work	 hours	 or	 reducing	
their pay. This way, all the employees share the pain of the cutback but no one loses his or 
her job. When the economy pulled back, casino operator Wynn Resorts Inc. cut the wages of 
its  salaried Las Vegas workers and reduced full-time hourly employees’ workweeks to avoid 
 cutting jobs.134

Firms	might	reduce	employees’	pay	but	give	them	company	stock	in	exchange.	Oftentimes	
firms rely on temporary employment and contract employment arrangements to protect the jobs 
of their regular, full-time employees. Temporary and contract workers are simply hired and let 
go as needed.

discharging employees

Rather than separating multiple people from the company, as happens with downsizing or 
 layoffs, discharging focuses on the termination of individual employees. Although this is not 
a favorite part of the job for most managers, discharging employees for reasons ranging from 
poor performance to misconduct is an essential part of managing. Not only does disrespectful or 
unprofessional treatment of employees increase the likelihood of a lawsuit, it also risks  damaging 
the company’s employer brand and future recruiting ability. One study found that of those who 
felt they had been treated with dignity during termination, less than 0.4 percent filed wrongful 
termination claims. Of those who felt they were treated “very unfairly,” over 15  percent filed 
claims.135 As an example of a poor way to dismiss an employee, at one university the authors 
have worked, an assistant to a program director was looking over the next year’s budget and 
noticed that her position was not included in it. When she asked if this was an oversight, she was 
told that actually she was about to lose her job. This is clearly not a way that anyone would like 
to learn that they are soon to be unemployed.

Discharges can happen immediately after a policy violation or other job misconduct—
for example, a safety violation or the failure of an employee to renew a professional license. 
Alternatively, a discharge can occur after a long pattern of poor performance. Most organizations 

Attrition

the normal reduction of a firm’s 
workforce due to the retirement, death, 
or resignation of employees

Hiring freeze

a policy whereby no new employees 
are hired for a certain period of time
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use some form of progressive discipline for poor performers to give them a chance to improve. 
The typical progression of steps in progressive discipline is as follows:

 1. A verbal warning
 2. A written warning
 3. Suspension
 4. Discharge

As is the case with downsizing, discharge decisions should be well thought out rather than 
made emotionally, or in the heat of an argument. Whenever possible, employees need a chance to 
correct the problems they are having prior to their supervisors taking action. Asking employees 
to sign that they have read and understand the company policies they must follow is also helpful.

When an employee is being told that he or she is being discharged, the manager’s main 
task is to be respectful but clear in letting the employee know that he or she has been terminated 
and why. During the meeting, a manager needs be sure to describe all the relevant facts about the 
employee’s dismissal and be prepared to explain how the employee violated the company’s poli-
cies or failed to meet his or her job requirements, despite persistent attempts to help him or her 
do so. A human resources professional should write a simple letter that outlines the employee’s 
date of discharge, any contractual obligations owed to the employee, such as severance pay, 
continuing benefits, and so forth, and the name of the manager who approved the discharge. 
The HR professional should then send copies of the letter to the discharged employee’s immedi-
ate supervisor, payroll and benefits department, compliance officers, any labor organization to 
which the employee belongs, and to the employee. Even if there is an employment-at-will agree-
ment between the two parties, it is important for a company to document all discharges and keep 
thorough and accurate records regarding their causes.136

Having discharged (or downsized) employees sign a severance agreement that includes a 
release stating that the departing employee gives up some or all of his or her rights to sue the 
 company can reduce its risk of future litigation. Employee releases are used most often when a 
company does not have the proper documentation to fire an employee but wants to end the employ-
ment relationship with him or her and reduce the possibility of a lawsuit.137 To be most effective, 
the release needs to involve some sort of exchange between the two parties, usually money beyond 
any standard severance agreement. The employee needs to be given an appropriate amount of time 
to	consider	the	offer	and	even	change	his	or	her	mind	after	signing	it.	Finally,	the	employee	should	
be able to negotiate some of the agreement’s contents to show that the agreement was not coerced 
unwillingly.138 HR professionals should seek legal counsel before drafting a release.

Some common discharging errors include doing it publicly, writing a positive letter of 
reference after a termination for cause (this opens up the company to charges of having given 
a negligent referral), trying to document a discharge for a just cause case that doesn’t exist, fir-
ing an employee after a merit raise or favorable performance review, and stating that the person 
conducting the discharge disagrees with it. Juries have also looked unfavorably at discharges that 
were done at the end of a workday or workweek, after the employee returns from a business trip, 
or at the beginning of a holiday.

dealing with the risk of violence

The potential exists for strikes or even violence during and after a discharge, layoff, or downsiz-
ing.139 Supervisors need to be able to spot the warning indicators for employee violence, includ-
ing anger, depression, paranoia, withdrawal or isolation, and drug or alcohol abuse, on the part 
of employees. Many companies now conduct training to help supervisors recognize these signs. 
Can the employee control his or her behavior? If not, this is a warning sign. Managers should 
pay attention to how the employee’s coworkers react to him or her and listen to their concerns. 
Coworkers often get a good look at each other’s behaviors that their supervisors don’t. Any and 
all threats should be taken seriously. It’s possible that the employee may need to utilize the orga-
nization’s resources including an employee assistance program. If the employee is fired, he or 
she may need posttermination monitoring and counseling.

This chapter’s Develop Your Skills feature provides some tips for conducting an effective 
meeting when discharging an employee.
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Summary

Managing the flow of talent into, through, and out of the com-
pany is an important part of strategic staffing. Socialization 
helps new hires understand exactly what the company is, what 
it does, how it makes money, and what its norms and cul-
ture are. By reinforcing new hires’ role in the company and 
its business strategy execution, socialization helps get them 

up to speed faster and enhances business strategy execution. 
Properly socializing employees, retaining top performers, and 
managing the turnover rate of underperforming or undesir-
able employees are important to getting the right people in the 
right jobs at the right time and enhancing the execution of any 
 business strategy.

Discharging an employee is a part of every manager’s job. Like 
it or not, at some point as a manager, you will probably have 
to fire someone. Your main task during a termination meeting 
is to be clear in letting the employee know he or she is being 
terminated and to reduce the employee’s desire to pursue any 
lawsuit against the company. Following are some tips to help 
you conduct a discharging meeting professionally and effectively:
•	 Remain	impartial,	calm,	and	in	control	of	the	conversation;	

be respectful at all times.
•	 Listen	to	employee	requests	for	severance	terms,	but	reserve	

final	decisions	for	a	later	time;	being	heard	and	considered	
will increase the employee’s perceptions of fairness.

•	 Be	clear	and	don’t	send	mixed	messages.
•	 The	shock	of	being	fired	can	prevent	the	employee	from	

listening	to	all	of	what	you	are	saying;	repeat	yourself	if	you	
feel your message is not being heard.

•	 Don’t	give	career	advice	to	someone	you’ve	just	fired.
•	 If	the	person	is	being	terminated,	don’t	say	“laid	off”	

because it implies the possibility of return.

•	 Hold	the	meeting	in	a	private,	neutral	location.
•	 Deliver	information	without	engaging	in	an	argument;	use	

prepared notes if necessary. Do not ramble, make promises, 
or say a mistake is being made.

•	 Be	empathetic	but	do	not	apologize.
•	 Discuss	the	effective	termination	date,	any	severance	pack-

age,	and	so	forth;	have	the	details	of	the	termination	and	any	
severance package in writing so the employee can take them 
with him or her along with the details of the termination.

•	 Be	aware	of	legal	compliance	issues.
•	 Write	up	an	accurate	record	of	the	termination	interview	

and provide a copy to the employee.
•	 Be	sure	to	cover	the	practical	matters	such	as	return-

ing company identification cards and keys, and how the 
employee will receive a final paycheck.

•	 If	necessary,	involve	company	security	but	have	them	keep	a	
low profile until they are needed.

•	 Notify	all	relevant	parties	after	discharge	that	the	employee	
has been terminated.

Develop Your SkillS
Discharging Tips

Improving Onboarding at Hilton140

To improve the retention of its reservations and customer care representatives, Hilton built a  retention 
strategy around why employees tend to stay with the company, including the strong brand, travel 
 benefits, and working from home. Core job skills were identified and interviewers were trained to 
 conduct structured interviews with a special focus on retention. Removing technology experience as a 
job  requirement and training it instead expanded the applicant pool to include older workers who have 
the other core job skills and who tend to have lower turnover rates. Hilton also developed a realistic job 
preview to promote attrition at the applicant stage rather than posthire.

Hilton now assigns the best supervisor at each location to be responsible for each newly hired 
team member immediately after training, and holds them accountable for retaining their teams until 
the  90-day mark. Trainers and supervisors also discussed which employees were likely to stay or leave 
based on either their performance or preference to decide who to coach and who to terminate based 
on poor performance. New hires are also given color-coded badges to encourage other employees to 
welcome them. This also leads to a celebration after completing 90 days on the job when the new hires 
receive a regular identification badge. Hilton also adopted new metrics for its call center directors, 
 including at least 75 percent of new hires reaching the 90-day mark and half of all new hires coming 
from employee referrals due to their higher retention rates.

Hilton’s improved staffing and onboarding processes are working. Turnover declined at least 
 20 percent each month for the first four months, and business metrics, including quality, cost per call, 
and average handle time, improved.
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Takeaway Points

 1. Orientation and socialization work together to acclimate new hires 
to an organization.

 2. The socialization process can be improved by socializing new 
employees as a group, using formal activities and materials in a 
predetermined order within a specified time frame, giving new 
employees access to role models or mentors, and providing them 
with social support.

 3. The six different types of turnover are voluntary, involuntary, 
avoidable, unavoidable, functional, and dysfunctional. Voluntary 
turnover is when the separation occurs when an employee chooses 
to leave the firm of his or her own accord. Involuntary turnover is 
when the separation is due to the organization asking the employee 
to	leave.	Functional	turnover	is	the	departure	of	poor	performers.	
Dysfunctional turnover is the departure of effective performers the 
company would have liked to retain. Avoidable turnover is turn-
over that the employer could have prevented by addressing the 
cause of the turnover. Unavoidable turnover is turnover that could 
not have been prevented by the employer.

 4. A firm’s employee retention strategies can range from increasing 
employees’ pay and benefits, challenging them on the job, devel-
oping better managers to supervise them, offering the employ-
ees work flexibility, creating accountability among managers for 
 retaining valued talent, and locating the company in a desirable 

area or in an area where there are few firms competing for the 
same talent.

 5. Reducing a firm’s headcount so as to trim the company’s labor costs 
can be accomplished via downsizing, layoffs, attrition and hiring 
freezes, by offering employees early retirement and buyout  incentives 
or leaves without pay, creating flexible work arrangements for them, 
redeploying employees, reducing their work hours and/or pay so that 
all employees share the pain of a cutback but no one loses his or her 
job, and relying on temporary and contract workers.

 6. Discharging an employee requires clearly communicating the 
message that the person’s employment is being terminated and at-
tempting to lessen the person’s desire to pursue any legal action 
against the company. Asking the employee to sign a severance 
agreement that includes a release is one measure that can be taken. 
It is important for the firm to treat the employee with respect, hold 
the termination meeting in a private place, clearly communicate 
the reasons for the termination and any severance package being 
offered, and give the employee a termination letter.

 7. Supervisors need to be able to spot the warning indicators for em-
ployee violence, including anger, depression, paranoia, withdrawal 
or isolation, and drug or alcohol abuse, on the part of employees. 
Many companies now conduct training to help supervisors recog-
nize these signs.

Discussion Questions

 1. What do the terms ‘orientation,’ ‘training,’ and ‘socialization’ 
mean to you? Give examples of companies that have used these 
processes successfully to help employees adjust.

 2. How do you think technology can be used best to socialize new 
employees and get them productive as quickly as possible? 
When would using technology not be a good way to socialize 
employees?

 3. Should an individual’s lack of mobility be a reason for disquali-
fying his candidature? Discuss how employees can ultimately be 
persuaded to relocate.

 4. What downsizing targeting methods do you feel are the most 
effective? Which are the least effective, and why?

 5. Comment on the following statement—both employee satisfaction 
surveys and exit interviews can help employers devise strategies 
for preventing a turnover.

Exercises

 1. Strategy Exercise: Mortgage originator California-based IndyMac 
Bank focused on building customer relationships and pursued a 
growth strategy.141 The overall turnover rates at the Pasadena, 
California, office were 500 to 10 percentage points above industry 
benchmarks, ranging from over 40 percent for sales and operations 
to the low teens for professionals and management. Traditional 
turnover analysis suggested that IndyMac should be hemorrhag-
ing money. Instead, the company substantially outperformed its 
competitors.142

How could this be true? The answer lies in the bank’s under-
standing of the costs and benefits of different types of turnover. In 
fact, the company calculated the break point where the financial 
benefits	of	the	firm’s	turnover	outweighed	the	costs.	For	example,	
higher turnover was acceptable for low-impact, nonexempt operat-
ing positions. When an employee left one of these jobs, IndyMac 
pocketed the savings when other employees picked up the work-
load for the 30 to 60 days that the average position is open, plus 
additional savings when an annual bonus was not paid out to the 
person who left or when a replacement employee was brought in 
at a slightly lower salary level. On the other hand, turnover among 
the firm’s high-impact professional and managerial employees 

could cause a six-month delay on a multimillion-dollar project and 
cost IndyMac millions of dollars.143

Optimal turnover rates were measured within a green–yel-
low–red range and differed for each job category and for per-
formance levels within each category. The turnover rates in the 
green band were financially beneficial for the firm; the turnover 
rates within the yellow band (the broadest band) were cost-neutral 
and had a minimal impact on the company. By contrast, turnover 
rates that climbed into the red band begin to significantly hurt the 
organization.144

After calculating the break point of turnover for different job 
categories, IndyMac turned its attention to understanding the drivers 
of turnover and analyzed data on many of its 5,000 employees to 
identify what matters most to specific segments of its  workforce.145 
It used the results of these analyses to better retain top performers. The 
bank also used steep performance-based pay differentials to maintain 
desired turnover rates among its high and low performers.146

 a. What financial benefits did IndyMac Bank receive as a result 
of its turnover?

 b. What were some of the financial costs of turnover for 
IndyMac?
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 c. What are some of the likely long-term consequences of the 
bank’s turnover strategy?

 d. If you were in charge of improving the retention of IndyMac’s 
bank managers, what process would you use to do this?

 2. Develop Your Skills Exercise: This chapter’s Develop Your 
Skills feature presented you with some tips on how to terminate 
an employee. Identify a partner and choose who will be the first 
to be terminated. Imagine that the person being terminated has 
been a front desk manager for Sunrise Hotel for three years. After 
performing very well the first year, the manager earned medio-
cre performance reviews last year, and even lower reviews this 
year. After going to two development programs in the last year 
to improve the front desk manager’s customer service skills, his 
or her performance continued to worsen and the company has 
decided to terminate the  manager. The termination is effective 
immediately, and the hotel is willing to offer two weeks of pay as 
severance if the manager is willing to sign a release of his or her 
legal rights to sue for wrongful discharge. The person doing the 
firing is the hotel’s general manager and has been the front desk 
manager’s supervisor for the entire three years. In fact, the two of 
you have become friends.

Using the additional background information your instructor 
gives you and the tips in this chapter’s Develop Your Skills feature, 
conduct the termination interview. The person getting fired should 
resist the news and try to make the termination interview as real-
istic as possible. Don’t make it too easy for the general manager!

When you are finished, the person being fired should give 
the person doing the firing feedback on what he or she did well, 
what could have improved the termination interview, and how you 
were made to feel during the process. Now switch partners with 
another group and do the exercise again playing the other role.

 3. Opening Vignette Exercise: This chapter’s opening vignette illus-
trated how Hilton socializes its new call center reservations and 
customer care employees. Reread the vignette, and answer the 
 following questions:

 a. What are the strengths of Hilton’s socialization program and 
why?

 b. Do you think that it is appropriate for Hilton to hold super-
visors accountable for employee retention during the first 
90 days? Why or why not?

 c. What additional ideas do you have to quickly socialize new 
employees into a company focused on customer service?

Case study

TuiTion AssisTAnce AT GArden GATe

During the past 14 years, Garden Gate Inc. has grown from 
a small local garden supply company into a diversified 
 corporation with stores in 36 states and net sales of almost 
$1.4 billion. The company currently employs 26,500 people 
and has been expanding at a 12 percent annual rate. Garden 
Gate expects to continue this pace of growth for at least five 
more years. The company has a talent philosophy of treating 
its employees as investors and spends heavily on their train-
ing and development. The firm also has a generous tuition-aid 
program that allows qualified employees to pursue bachelor’s 
and master’s degrees part time if the degree they are pursuing 
is consistent with their career plans established in conjunction 
with their supervisors.

Last year the company spent $350,000 on tuition aid and 
recently decided to more closely evaluate the program’s 
effectiveness. The evaluation was prompted by the recent 
departure of Jill Ises, who stated that her reason for  leaving 
was that she had not been promoted in the year since she 
had received her MBA degree. Her career plan had been to 
become a senior accountant in one of the company’s regional 
offices, and she received high performance appraisal evalua-
tions while earning good grades in the accounting  program. 
Five	 regional	 accounting	 manager	 positions	 (the	 job	 in	
between Jill’s current job and her desired senior accoun-
tant position) had been filled in the past year, and Jill had 
not	been	contacted	about	any	of	them.	Further	investigation	
identified 17 other tuition-aid beneficiaries who had left in 
the past year. Like Ises, these people said that their lack of 
being  promoted after earning their degrees was the primary 
reason for their leaving. The following table describes the 

18 employees who received tuition aid but left the company 
because they had not been promoted.

The company’s review of its internal hiring policy 
 identified the following three primary sources for identifying 
internal talent, and some problems with them:

 1. Supervisors are asked to nominate employees they feel 
are qualified for openings in the company, but there are 
often dozens of open positions, and many supervisors do 
not regularly review the internal job postings.

 2. The firm’s HR professionals try to match open positions 
with employees who fit the criteria for them by looking at 
the company’s skills inventory database. Unfortunately, 
the information in the database is often outdated or 
incomplete.

 3. The departments that have openings recommend employ-
ees they feel are promotable.

 4. Garden Gate’s management is concerned that it is not 
 realizing a sufficient return on its considerable invest-
ment in its tuition-aid program, and is considering dis-
continuing the program.

Questions

 1. Describe the key problems with the tuition-aid program.
 2. Does the information in the table indicate any special 

problems or issues? What do you suggest Garden Gate do 
about them?

 3. Should Garden Gate discontinue its tuition-aid program?
 4. Create a plan to improve the retention of tuition-aid 

recipients.
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Semester-Long Active Learning Project

Develop a socialization plan for the person hired for your chosen posi-
tion based on the socialization choices presented in Table 12-1. Justify 
your recommendations. Be sure to reflect on the company’s culture 

when developing your socialization plan. Also recommend appropriate 
staffing technologies that you feel would benefit the plan.

Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s Case Study Assignment.
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Learning Objectives

After studying this chapter, you should be able to:
◾	 Describe the effects staffing activities have on applicants, new hires, and organizations.
◾	 Explain the different types of staffing metrics and how each is used best.
◾	 Describe a balanced staffing scorecard.
◾	 Explain how digital staffing dashboards can help managers monitor and improve the staffing process.
◾	 Describe how staffing technology can improve the efficiency and effectiveness of the staffing function.

M13_PHIL3491_03_GE_C13.indd   379 12/09/14   4:13 PM



380	 Chapter	13	 •	 Staffing	System	Evaluation	and	Technology

Executing a business strategy is often harder than creating one. One study found that of the 
90 percent of 1,800 large companies that had detailed strategic plans, only about one in eight 
achieved their strategic goals.2 Why so few? Not tracking performance is one reason.3 Another 
reason goals go unmet is because it’s unclear who within the firm is accountable for their execu-
tion.4 The same is true for the staffing function. A key goal of strategic staffing is to get the right 
people with the right competencies into the right jobs at the right time. But doing so requires that 
the effort be continually monitored, tracked, and evaluated.

Few companies make investment decisions about recruitment and staffing based on hard 
data, rather than anecdotal evidence. Yet some companies do successfully use data to create a 
competitive staffing advantage. HR technology company SAP is using data analytic tools to bet-
ter support company goals, including analyzing recruiting metrics and learning and development 
program outcomes to get new hire up to speed even faster.5 Corning Inc. gets monthly reports 
from its recruiting vendor showing the number of applicants versus hires from each recruiting 
source, including all major and niche job boards. This helps Corning to decide what percentage 
of its budget to spend on each sourcing channel. Corning believes that it would spend 50 percent 
more on its recruiting function if it didn’t analyze this information regularly because it would 
throw money at the wrong sources.6

Technology makes it possible to monitor the recruitment process in real time, making it 
possible to identify bottlenecks or a possible bias and correct it quickly. Qualified candidates 
can be identified as soon as they submit an application, allowing the extension of an immediate 
interview offer. This both speeds up the hiring process and improves the applicant experience. 
It can also be possible to have an applicant tracking system hide personal details when recruit-
ers are assessing applicants, reducing the potential for bias. Applicant tracking systems can also 
identify and flag differential job offer rates across interviewers. For example, if one interviewer 
is advancing 50 percent of the candidates interviewed and another is advancing only 10 percent, 
the reasons can be examined and training provided as needed.7

To maximize the effectiveness of a staffing system and the investment made in it, evaluat-
ing the process is critical. A staffing evaluation enables a firm’s human resource department 
to justify what it has done and to identify how its activities contribute to the organization’s 
bottom line. Part of making sure that the human resource department is effective is showing a 
firm’s top managers the hard numbers related to the company’s staffing. Measuring and evalu-
ating the staffing function can also provide a firm with feedback about how well its various 
policies are being implemented. For example, many firms claim to have a “promotion from 
within” policy, but don’t actually promote many employees. Unfortunately, these firms con-
tinue to claim success because they lack systematic information about actual internal promotion 
rates. Additionally, as we discussed in Chapter 8, things that are measured are more likely to be 

stAffing evAluAtion

the analysis of a staffing system 
to assess its performance and 
effectiveness

Staffing Technology at Osram Sylvania1

The North American business of Osram AG of Germany, Osram Sylvania, is headquartered in Danvers, 
Massachusetts. Employing over 11,000 people, Osram Sylvania has provided lighting solutions for 
homes, businesses, and vehicles for over 100 years. As a manufacturing organization, the effectiveness 
of the company’s processes determines its success.

The company recognizes that its recruiting process is costing it unnecessary time and money as it 
fills 80 or more open positions a month. Osram Sylvania’s recruiters gather e-mail résumés from the 
company Web site and various job boards, then cut, paste, and forward them to hiring managers. Each 
recruiter spends 6 to 10 hours per week just cutting, pasting, and forwarding the e-mail résumés. The 
company also lacks a standard recruiting process across its 26 North America locations.

As a government contractor, Osram Sylvania is subject to the Office of Federal Contract and 
Compliance Program’s (OFCCP) Internet Applicant Guidelines that it is finding difficult to meet with-
out some form of technology. The company wants to streamline its recruiting processes, provide a com-
mon structure for all 26 locations, and incorporate external staffing vendors to effectively source and 
hire quality employees.

Imagine that Osram Sylvania asks you for advice on how it can better incorporate technology to 
create a more effective staffing system. After reading this chapter, you should have some good ideas 
that you can share with the company.
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attended to and addressed.8 The feedback provided by the evaluation effort is necessary to refine 
and further develop a firm’s staffing policies and practices, as well as to learn how well they are 
achieving their intended results.

Technology is an important tool in the staffing process. Technology can enhance the 
usability and efficiency of sourcing, recruiting, and assessment tools. It can also create a positive 
candidate experience that enhances the company’s employer brand and helps candidates better 
understand the company, its jobs, and its career opportunities. The Internet can also be used 
to conduct interviews or administer assessments, saving time, improving standardization, and 
facilitating assessment validation, analysis, and improvement. The data sets created by online or 
electronically administered tests also facilitate the development of optimal scoring algorithms 
and the identification of any adverse impact.

We have discussed aspects of staffing evaluation at various points in the book. The pur-
pose of this chapter is not to review them but to discuss the broader issues related to evaluating a 
staffing system. We first describe different types of staffing outcomes, and then discuss the tech-
niques and tools used to evaluate them as well as the staffing system as a whole. We then describe 
the role technology plays in terms of the staffing and evaluating process. After reading this chap-
ter, you should understand why evaluation is critical to strategic staffing, how to evaluate staffing 
systems, and how to leverage technology to improve the effectiveness of staffing systems.

Staffing OutcOmeS

How far-reaching are the effects of staffing activities? Staffing activities extend far beyond simply 
hiring and promoting people. An organization’s staffing activities affect a firm’s applicants, new 
hires, customers, and the organization as a whole. Before they ever become employees, the strategic 
staffing process influences people’s willingness to apply and stay in the candidate pool, their expec-
tations about the job and organization as an employer, perceptions of fairness, and willingness to 
recommend the employer to others and accept its job offers. The influence of strategic staffing on a 
candidate does not end once a candidate is hired. For example, if the firm recruits and screens for the 
wrong candidate characteristics, it will hurt its chances that a new hire who accepts the company’s 
offer will succeed in the organization. It will also mean that the talents and efforts the organization 
needs will be missing. The negative spillover effects related to poor staffing practices can hurt the 
organization’s future recruiting success and image as an employer as well. As a result, it may take 
longer for the firm to fill jobs, create higher turnover and lower new hire quality, reduce the firm’s 
supply of internal leadership talent, and lower the return on the company’s staffing investment.

By contrast, hiring the right people allows the organization to leverage the contributions of 
its employees right away rather than having to invest the time and resources necessary to change 
how they behave and think. Performing staffing activities strategically reduces the time to fill 
open positions by increasing the number of employees qualified for promotion. It also increases 
the return on the investment a company has made in its staffing system. Figure 13-1 shows 
how effectively designed staffing systems can create a positive cycle of employee outcomes 
that enhance an organization’s effectiveness. Similarly, poorly designed systems can create a 
negative cycle that can derail an organization’s expansion efforts, impede its strategic imple-
mentation, and limit its long-term profitability. Granted, other factors including training, the 
supervisor’s management skills and style, and compensation can also influence some of the new 
hire outcomes listed in Figure 13-1. However, staffing practices can strongly influence these 
outcomes, and the ways in which they do so are relevant to strategic staffing.

Both good and bad staffing practices have financial consequences for organizations. A 
firm often incurs large direct costs if critical positions are unfilled for longer than necessary, for 
example. Direct costs are those charges incurred as an immediate result of some staffing activ-
ity. For example, poor hiring increases a firm’s direct costs in the areas of training, supervision, 
turnover, and lower productivity. Direct costs are relatively easy to measure and track over time.

indirect costs are those not directly attributable to staffing activities, such as lost business 
opportunities, missed deadlines, lost market share, cost overruns, reduced organizational flex-
ibility, and declines in the morale of a firm’s workforce. The indirect costs of poor hiring can be 
even more significant than the direct costs but more difficult to measure. Conducting a staffing 
evaluation can help a firm calculate both the direct and indirect costs of its staffing system and 
identify ways to improve the company’s return on its staffing investment.

direct costs

costs incurred as a direct result of a 
staffing activity

indirect costs

costs not directly attributable to 
staffing activities (e.g., lost business 
opportunities and lower morale)
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evaluating Staffing SyStemS

As we have explained, evaluating a staffing system allows a firm to objectively assess how well 
its different staffing initiatives are working and to subsequently improve them. As you learned 
in Chapter 8, regularly measuring key pieces of information and correlating different staffing 
measurements can be extremely valuable. Tracking data and making comparisons over time is 
one way to do this. For example, tracking turnover rates for the organization as a whole and for 
its individual departments and jobs can help a company identify trends in its staffing; so will 
tracking the firm’s headcount in combination with other factors, such as its revenue or produc-
tion volumes. This will allow the firm to identify how closely one factor leads or lags another 
and understand how the firm’s staffing activities affect the rest of the organization’s operations. 
Establishing meaningful trends and relationships enables a firm to make more accurate projec-
tions and action plans as well. Next, we discuss key performance indicators, staffing metrics, the 
role Six Sigma can play in terms of improving the staffing process, and how the staffing evalua-
tion process is implemented.

Key Performance indicators

Staffing evaluation begins with an understanding of the requirements of the company’s business 
strategy, talent philosophy, human resource strategy, and staffing strategy. These factors deter-
mine what the firm’s most important staffing outcomes are. Once we identify these outcomes, 
we identify key performance indicators (KPis) that are measurable factors critical to the firm’s 
success and long- and short-term goals.9 KPIs are the outcomes against which the effectiveness 
of the staffing system is evaluated.

To design effective KPIs, it is essential to understand what is important to the business and 
what key business measures exist.10 Many factors can be useful to measure and track. However, 
the KPIs that will result in an organization’s success are those best able to enhance a firm’s strategy 
execution. These KPIs can include things such as financial measures of revenue growth, customer 
satisfaction, innovation, and a firm’s globalization efforts.11 For example, an evaluation that demon-
strates that a new staffing system increased a firm’s revenue because the company’s new hires were 
of higher quality and generated revenue more quickly shows how staffing can contribute to the bot-
tom line. In this example, the KPI is employee revenue generation, and the related staffing evaluation 
metrics are new hire quality and time to productivity. It is also important to focus on company culture 

key performAnce 
indicAtors (kpis)

measurable factors critical to the 
firm’s success and long- and short-
term goals
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and the stakeholder values that will lead to organizational success in choosing KPIs. If a stated busi-
ness objective is to develop a diverse workforce, it is important to identify and track underrepresented 
candidates and employees and where they were recruited so that those sources can be leveraged.

In terms of evaluating staffing systems, it is important to understand lagging and leading 
indicators. A lagging indicator is a factor that becomes known only after a staffing decision has 
been made. A lagging indicator might be a measure of a recruiting source’s effectiveness, the 
time to fill a position, or the fit, performance, or promotability of a firm’s new hires. Lagging 
indicators measure various aspects of the success or failure of a staffing system but do not help 
a company improve its staffing efforts midstream. That is, the indicators do not identify exactly 
what went wrong or right, or indicate how to improve. In general, lagging indicators are not use-
ful for managing staffing on a day-to-day basis but can identify areas of a staffing system that 
should be further analyzed and perhaps improved after the fact.12

By contrast, a leading indicator precedes or predicts a staffing outcome. For example, 
lower applicant quality and fewer applications per position often precede negative staffing out-
comes such as longer time to fill, new hires who take longer to contribute to the firm, and higher 
turnover. Leading indicators are useful for monitoring the progress of a staffing effort. In other 
words, they can provide the firm with timely information it can use to adjust and improve the 
company’s staffing outcomes midstream. For example, if the number of applications a company 
is receiving and their quality are below target levels, this can indicate that the firm should engage 
in additional sourcing and recruiting activities before the staffing effort progresses too much 
further, and the risk of a poor candidate being hired increases.

Some indicators can be both leading and lagging indicators. This, of course, can compli-
cate a staffing evaluation effort. For example, the number of applicants is often used as a leading 
time-to-fill indicator. However, the number of applicants that apply for a position can also be a 
lagging indicator of a company’s employer image. Table 13-1 describes several indicators and 
some of the outcomes they can lead or lag.

When an organization lacks the luxury of a dedicated staff to develop, track, and analyze 
the firm’s staffing metrics, it must make careful choices about which metrics and indicators best 
serve its needs. In one small company of 400 employees that sells and leases health care equip-
ment to hospitals, a human resources director and an assistant track the metrics that best reflect 
the company’s culture and strategic goals to ensure that employee costs track favorably against 
the firm’s revenues and profits. Four of the metrics tracked and benchmarked against prior years 
are lagging indicators: employee cost divided by sales revenue, employee cost divided by net 
income before taxes, turnover, and ratings of human resources’ performance. Absenteeism and 
time to fill are leading indicators.13

Linking people measures to KPIs in a reliable way can require large amounts of data for 
large companies, such as American Express. American Express keeps a close eye on 15 to 20 dif-
ferent metrics associated with its key positions, including how long it takes to fill the positions, 
how many offers the company makes before a position is filled, and retention rates. Successfully 
launching such an evaluation depends heavily on the firm being able to use technology to gather  

lAgging indicAtor

a factor that becomes known only after 
a staffing decision has been made

leAding indicAtor

a factor that precedes or predicts a 
staffing outcome

Table 13-1  leading and lagging Staffing Indicators

Staffing Indicator Outcome(s)

Leading Indicators

Employer image Application rates, applicant quality, new hire quality, staffing ROI

Applicant quality Time to fill, new hire quality, turnover, the satisfaction of hiring 
managers, leadership skills in an organization, staffing ROI

Applicant quantity Ability to hire, quality of hire, time to fill, hiring manager satisfaction

Lagging Indicators

Employer image Poor hiring decisions, poor staffing process, poor recruiting

Turnover Poor hiring decisions, poor sourcing, poor recruiting

Job success Poor planning, sourcing, recruiting, and selection
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the data. To gather the information and metrics sought, a firm’s human resource department must 
work closely with the company’s information technology and finance departments. Evaluating a 
large amount of data also requires both trial and error and patience on the part of those conduct-
ing the evaluations.

Staffing metrics

Because people pay attention to what gets measured, carefully selecting key metrics to track 
can help focus employees on key behaviors and outcomes. But too much information makes it 
difficult to focus attention on the metrics and outcomes that are the most important. To evalu-
ate its staffing success, telecommunication company Avaya sets goals for how many experi-
enced employees it intends to acquire from its competitors. The company also measures the 
performance of individuals who move internally from one business to another compared with 
the average performance of employees in that division. One company representative says, “Most 
companies will say their recruitment is successful if they retain the people that they hire. We 
look beyond that and set very specific goals for ourselves.”14

Southwest Airlines measures key metrics including cost per hire, new hire quality, com-
pensation, time to productivity, and retention and promotion rates of high-potential employees 
and uses these measurements to continually improve its staffing and talent management process. 
If Southwest notices that an operational group is logging above average overtime, for example, it 
works with that group to reduce overtime by decreasing turnover or increasing staffing.15

Staffing metrics can be thought of as long term or short term, and can be efficiency  
or effectiveness oriented. Next, we discuss these different types of metrics and how they are  
best used.

lOng-term and ShOrt-term metricS Metrics can be tracked over many different time 
periods. Short-term metrics help a firm evaluate the success of its staffing system in terms of the 
recruiting and new hire outcomes achieved. These metrics include:

•	 The	percentage	of	hires	for	each	job	or	job	family	coming	from	each	recruiting	source	and	
recruiter

•	 The	number	of	high-quality	new	hires	coming	from	each	recruiting	source	and	recruiter
•	 The	number	of	diverse	hires	coming	from	each	recruiting	source	and	recruiter
•	 The	average	time	to	start	(by	position,	source,	and	recruiter)
•	 The	average	time	to	contribution	(by	position,	source,	and	recruiter)

Long-term metrics help a firm evaluate the success of its staffing system in terms of the 
outcomes that occur some time after employees are hired. These metrics include:

•	 Employee	job	success	by	recruiting	source	and	by	recruiter
•	 Employee	tenure	by	recruiting	source	and	by	recruiter
•	 Promotion	rates	by	recruiting	source	and	by	recruiter

Short-term metrics are useful as leading indicators of a company’s ability to have the right 
people in the right jobs at the right time to execute its business strategy and to meet its immediate 
staffing goals. Long-term metrics are useful as lagging indicators. They are best used for eval-
uating the effectiveness of the firm’s long-term staffing system—for example, the long-term, 
 on-the-job success of employees and their turnover and promotion rates.

Staffing efficiency metricS staffing efficiency refers to the amount of resources used in 
the staffing process. Efficiency metrics are analyzed to make process improvements designed to 
minimize the amount of resources needed to staff a firm—specifically, the firm’s hiring costs and 
replacement costs. A firm’s hiring costs include sourcing, recruiting, screening, referral bonuses, 
travel expenses, advertisements, the cost of assessing and doing background checks on candi-
dates, and the meals and transportation associated with their recruiting processes. Replacement 
costs include hiring costs as well as the productivity losses that occur while positions remain 
unfilled. Staffing efficiency metrics include the cost per hire, the time to fill positions, and the 
number of requisitions handled per full time equivalent (FTE) staffing member. Many firms also 
calculate onboarding costs, such as training and time-to-contribution costs, which can also be 
used as indicators to measure a firm’s staffing efficiency.

stAffing efficiency

the amount of resources used in the 
staffing process
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The critical factor to remember when tracking staffing efficiency metrics is that it is neces-
sary to be efficient but also meet the needs of a firm’s customers. On the one hand, time-to-fill 
rates that are below a certain benchmark might reflect that the firm is staffing itself efficiently. 
On the other hand, the same rates might indicate that hiring managers are not spending enough 
time interviewing enough candidates to ensure that they are hiring the best ones.

One way to compute staffing efficiency is as a percentage of the amount of new hires’ 
compensation. The staffing efficiency ratio can be calculated by dividing a firm’s total staffing 
costs by the total compensation of its new hires recruited, and then multiplying the result by 100. 
For example, a staffing efficiency of 12 percent means it costs $0.12 cents to bring in $1.00 of 
compensation, or $12,000 to hire someone who makes $100,000 a year.16 An organization that 
hires 400 employees annually, each with a compensation of $40,000 annually, would save about 
$320,000 in staffing costs every year by improving its staffing efficiency by just 2 percent (400 ×  
$40,000 = $16 million total compensation recruited; 2 percent of $16 million = $320,000). By 
relying more on technology to source, recruit, and screen their employees, many firms could eas-
ily achieve such a 2 percent savings.17

Staffing effectiveneSS metricS Strategic staffing is not simply hiring a large number 
of people or hiring them quickly or cheaply. Strategic staffing is hiring people who become 
successful in the job, are a good fit with the company, and stay with the organization. Although 
efficiency and cost are often the initial focus of a firm’s staffing evaluation efforts, many com-
panies subsequently shift their focus toward measuring their staffing effectiveness.18 Staffing 
effectiveness relates to how well the staffing process meets the needs of a firm’s stakeholder 
needs and contributes to the organization’s strategy execution and performance. Staffing effec-
tiveness metrics help answer questions such as “Is the number and caliber of finalists being sent 
to hiring managers meeting their needs?” and “Is the hiring experience and speed acceptable to 
candidates?” Staffing efficiency is often easier to measure and evaluate than staffing effective-
ness. For example, it is relatively easy to measure how many jobs each recruiter is filling (staff-
ing efficiency), but what is often more important is whether the jobs are being filled with the 
right people (staffing effectiveness).

There are many possible measures of staffing effectiveness. Perhaps the most obvious 
measure of staffing effectiveness is new hire job success. Job success refers to job perfor-
mance as well as the new hire’s fit with his or her work group, unit, and organization, and 
the degree to which his or her values are consistent with the company’s culture and values. 
Tracking this metric by recruiting source, recruiter, and hiring manager can help improve a 
company’s future staffing efforts. The quality of hire reflects whether the company hired the 
people it set out to as defined by hiring managers’ predetermined job performance require-
ments. New hire job success starts with the quality of the people hired. The quality of hire can 
be assessed using new hires’ performance ratings after an appropriate time on the job, hiring 
manager satisfaction surveys, objective employee productivity measures, and even safety, 
absenteeism, and turnover rates. New hire quality matters when it comes to an organization’s 
performance. The War for Talent study, published in 2001 by McKinsey & Co., revealed that 
high performers in operations roles increased the productivity of their firms by 40 percent; 
high performers in managerial roles increased their firms’ profits by 49 percent; and high-
performing salespeople created 67 percent more revenue for their firms than average or low-
performing employees.

Overall retention or turnover rates might seem like good metrics, but remember that retain-
ing poor performers can actually impose a cost on the firm. Tracking the voluntary turnover rate 
of top performers as well as measuring the turnover rate of bottom performers, as we discussed 
in the last chapter, can provide more meaningful information. Tracking monthly turnover by hir-
ing manager, department, or business unit and by race, gender, or age group need not take a lot 
of time and can reveal patterns that might suggest poor staffing or poor management. Measuring 
the turnover of employees based on the sources from which they were hired can help identify 
the return on investment (ROI) from each source. Jeff Cottle, senior vice president of human 
resources and organizational strategy at SCT, a global information-technology company, tracks 
turnover by employee type to assess controllable voluntary turnover and understand what’s caus-
ing it. Says Cottle, “Our perspective on the use of metrics…is based on our belief that human-
capital metrics have a direct correlation to financial metrics.”19

stAffing effectiveness

how well the staffing process meets 
the needs of a firm’s stakeholders 
and contributes to the organization’s 
strategy execution and performance
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Evaluating the value of top performers can also be a useful metric. When a competitor was 
pursuing one of its top technical employees, Texas Instruments (TI) wanted to find out what the 
employee was worth. TI added up all the ideas that the employee had generated for the company, 
and what those ideas were worth in terms of patents. TI decided that the employee was probably 
fairly valued at about $25 million and decided it was worth its trouble to get him to stay. TI gave him 
a nice amount of stock, structured in a way that provided him an incentive to stay another decade. 
The company even arranged for a week of private golf lessons for his wife and him at a famous golf 
resort.20

Measuring what a top employee is worth, and comparing that to what an average employee 
is worth, can be a useful indicator. McDonald’s knows that a top manager is worth 35 percent 
more in profits than an average manager.21 Calculating the value of a company’s top perform-
ers can help managers justify what it is worth to invest more in recruiting, hiring, and retaining 
them. TI doesn’t track, and isn’t concerned about, what it spends to hire key technology work-
ers. The company understands that these employees will produce far more for the company than 
what they’re paid, and believes that hiring costs are too small a percentage of an employee’s 
value to worry about.22

Many other metrics are possible. To identify which divisions in the company are creating 
new talent, Cisco Systems uses a metric that tracks why a person moved within the company 
rather than simply how many people moved. High performers tend to want to take on new chal-
lenges so tracking their movement inside the company is a way to make sure managers serve 
as talent “launching pads,” rather than talent hoarders. Once identified, those managers who 
“launch” talent are rewarded accordingly.23

Some of the key staffing metrics utilized by Valero Energy include:24

•	 Brand-related metrics. Valero measures the value of its employment brand by calculat-
ing the cost savings related to the positions it fills via its corporate Web page, community 
referrals, and nonemployment-related TV ads. The recruiting department estimates that 
the Valero brand saved the company $4,309,005 in recruiting costs.

•	 staffing efficiency metrics. Valero utilizes the staffing efficiency measure developed 
by Staffing.org, an independent and nonproprietary nonprofit corporation that develops 
standard human resource performance metrics. Valero calculates its staffing efficiency by 
dividing the firm’s total recruiting costs by the total compensation for all the positions it 
fills annually (the sum of the base starting salaries for each external hire during their first 
year). Staffing efficiencies in the range of 5 to 9 percent are considered excellent, and 
those above 16 percent indicate inefficiency.25 However, these ranges can vary by indus-
try, organizational size, and region.

•	 sourcing channel metrics. Some of the measures Valero applies to each sourcing  
channel are:
•	 The	staffing	cost	of	the	source
•	 The	percentage	of	the	firm’s	budget	the	source	represents
•	 The	percentage	of	applicants	recruited	via	the	source
•	 The	percentage	of	positions	filled	via	the	source
•	 The	source’s	speed
•	 The	source’s	efficiency
•	 The	turnover	at	12	months	of	new	hires	recruited	from	the	source
•	 The	dependability	of	the	source
•	 The	average	salary	of	the	position	filled	via	the	source

•	 Internal	recruiters	are	also	monitored	on	the	preceding	metrics.

return On inveStment As we have stressed throughout this book, staffing costs are an 
investment. When using metrics and evaluating staffing activities, it can be easy to focus on 
staffing efficiency and lose sight of staffing effectiveness. If a firm is only concerned with hir-
ing enough people quickly and cheaply, as is often the case during periods of rapid expansion 
and labor shortages, the firm is not likely to pay much attention to employee-quality require-
ments. At one point, the human resources department of the telecommunication company GTE 
(now a part of Verizon) was under pressure to focus largely on efficiency and cost reduction. 
To hire people faster, recruiters started sourcing from temporary agencies and job banks rather 
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than graduating college students and experienced professionals. This change improved GTE’s 
staffing efficiency. One region of the company reduced its time to fill a position to 50 percent 
below GTE’s company average, and the cost per hire was very low. Unfortunately, the turnover 
rate in the region rose to twice the company’s average and customer service levels in the region 
fell. Instead of hiring experienced professionals and new graduates, sourcing through temporary 
agencies and job banks was less selective.26 For GTE, the previous higher staffing costs and 
longer times to fill had been good investments.

A cautionary note is in order here: If the only goal an organization pursues is hiring the 
highest-quality people, its staffing program might not produce enough hires or might produce 
them at an unacceptable cost. Indeed, a common hiring mantra of organizations is to hire the best 
talent available. However, as we have explained, not all business strategies require the best talent 
for all jobs. Architectural Support Services, a computer-aided design company providing techni-
cal support for architects, is a case in point: When the company was relatively young, it hired the 
best and brightest professionals available. However, poor morale and high turnover caused by 
infighting among the high-powered staff compromised its operations. The organization realized 
that it did not need to fill all of its positions with the most talented graduates from elite four-year 
institutions, and started recruiting from community colleges instead. The company was rewarded 
with a much more loyal and committed workforce, and its results improved.27 The lesson here is 
that a balance must be struck between staffing efficiency and staffing effectiveness.

A firm can calculate the ROI for its individual staffing activities, such as the ROI of different 
recruiting sources or assessment methods, or for the staffing system as a whole. Although many 
companies have no idea which candidate sources produce the best employees, others have turned the 
evaluation of their hiring sources into a science. This helps the companies determine the degree to 
which their recruiting investments are paying off, which allows the firms to cut out poor-performing 
sources, and to negotiate better contracts with outside recruiters based on the results they produce.

With that said, measuring a firm’s overall staffing ROI is not always easy. Nonetheless, if 
the associated measurements are made carefully, the effectiveness and ROI of staffing initiatives 
can be demonstrated.28

Six Sigma initiatives

Developed in the 1980s at Motorola, and now practiced by many large corporations, includ-
ing GE and Dow Chemical, six sigma is a data-driven quality initiative that uses statistics to 
measure and improve business processes and their outcomes to near perfection.29 The central 
principle of Six Sigma is to measure defects, identify and remove the sources of error, and to 
reduce defects to near zero. Six Sigma was developed in a manufacturing environment, but the 
principles and process can be used to improve any process, including staffing.

Six Sigma can be used to improve a variety of staffing outcomes, such as:

•	 Lowering	turnover	among	high	performers
•	 Improving	the	quality	of	applicants
•	 Improving	the	fit	of	new	hires	with	a	firm’s	corporate	culture
•	 Reducing	the	time	to	fill	positions
•	 Increasing	the	return	on	the	company’s	staffing	investment

GE Medical Systems used Six Sigma processes to develop its recruitment Web site.30 
Microsoft aligned its recruiting efforts with the rest of its company’s implementation of Six 
Sigma, and even created a senior “manager of quality improvement” position to help improve 
the processes the company uses to hire its technical employees.31

Six Sigma methodology begins with a process map that defines and graphically maps 
out the process to be improved. The process map, which encompasses the entire process, helps 
firms identify the important metrics that need to be analyzed. After identifying the source of any 
defects in the system, an improvement program is created to remove the cause of the defects. 
To improve the quality of a staffing process, each step of the process must maximize the probabil-
ity that the selected candidate meets the hiring manager’s expectations by maximizing the chances 
that unqualified candidates are screened out at each step, and enhancing the interest qualified 
 candidates have in the job and the organization as an employer. Figure 13-2 illustrates a staffing 
process map.

six sigmA

a data-driven quality initiative that 
uses statistics to measure and improve 
business processes and their outcomes 
to near perfection
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Dow Chemical uses Six Sigma for its staffing processes on a global basis to improve 
its processes and yield higher productivity. Dow Chemical’s Human Resources Information 
Technology Global Director Jon Walker states,

Best practices and proven methodologies are key to improving the staffing process 
enterprise-wide. Since we’ve been able to engineer new processes and staffing man-
agement technology, we have achieved an increase in Sigma by at least 50 per-
cent.…An increase in Sigma will typically result in bottom-line efficiency and cost 
reduction of five percent or more. As it relates to staffing management, we attribute 
our productivity gains to finding quality candidates faster, faster time to contribution 
and a reduction in cycle-time by forty percent.32

When local unemployment was a low 2 percent, one Colorado manufacturer was paying a 
substantial amount of overtime to its experienced workers because it was having trouble recruit-
ing for positions in its 24/7 operation. The company applied Six Sigma quality tools to the staff-
ing process and found that because hiring was taking six weeks—candidates had to apply one 
week, test the next, interview the next, undergo a blood test, then receive an offer—many quality 

Planning
Create job description 
Create job requirements matrix 
Prepare assessment plan

Sourcing
Identify recruiting sources 
Generate recruit leads 

Recruiting
Develop recruiting message 
Select recruiting medium 
Select recruiters

Qualified Applicants? No

No

No

Yes

Yes

Yes

Candidate Assessment 

Job Offer Made? 

Orientation and Socialization 

Job Offer Accepted?

figure 13-2 A Staffing Process Map
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candidates found jobs elsewhere. By mapping the process and removing barriers, the manufac-
turer shortened its hiring time to one week, improving hiring rates and reducing the overtime and 
higher salaries the firm had previously had to pay while the positions were unfilled.33

Six Sigma and other quality methodologies focus on not just measuring activities but also 
understanding the variables that affect those metrics and then systematically attempting to con-
trol those variables. The DMAIC (define, measure, analyze, improve, and control) process of Six 
Sigma can be applied to existing internal processes, and the DMADV (define, measure, analyze, 
design, and verify) method can be effectively used in creating new processes. In more detail, 
these processes are:34

DMaic (Define, Measure, analyze, improve, and control)

•	 define the problem. Reduce unwanted turnover among high performers.
•	 measure. Identify key measurements underlying turnover, such as the turnover rate among 

high versus low performers.
•	 Analyze. Understand the key factors and trends that create turnover, such as low employee 

engagement, the dissatisfaction of employees with their supervision or pay, and high out-
side demand for the employees’ skills.

•	 improve. Identify and execute a plan to address those factors.
•	 control. Implement controls to lower turnover on an ongoing basis.

DMaDv (Define, Measure, analyze, Design, and verify)

•	 define project goals and customer deliverables, such as improved new hire quality.
•	 measure. Determine hiring managers’ needs, such as their need to hire good employees 

quickly.
•	 Analyze the process of sourcing, recruiting, screening, and making job offers.
•	 design the staffing process to screen out undesirable candidates and maximize the quality 

of new hires.
•	 verify the performance of the process and its ability to meet the needs of hiring managers.

Although some areas of sourcing, recruiting, and selection are more art than science, if an 
area can be measured, Six Sigma can be applied to it. For example, by increasing its spending 
on validated selection tools, a firm can weed out more undesirable candidates and reduce the 
interviewing and travel expenses related to further screening them. Not only can the tools reduce 
the firm’s recruiting expenses, they can improve the quality of candidates hired and increase 
employee retention.

the Balanced Scorecard approach

Good performance is about more than bottom-line financial results. The balanced scorecard is 
a tool used to monitor, assess, and manage the performance of employees as well as align their 
interests with a firm’s key business objectives by assigning them both financial and nonfinancial 
goals.35 In other words, the balanced scorecard approach “balances” a firm’s strategic, opera-
tional, financial, and customer-related goals. The approach also helps managers monitor and 
assess the performance of their employees so as to quickly take corrective action when needed. 
After all, financial results are historical measures. Thus, focusing solely on them when evaluat-
ing a firm’s staffing process is limiting because they reveal only how the company has done in 
the past—not how it will do in the future. Monitoring nonfinancial measures, including how 
applicants and employees react to the firm’s staffing process and how satisfied hiring manag-
ers are with it, for example, can warn a firm about problems that might lie ahead. For example, 
a dip in employee satisfaction ratings might prompt a manager to say, “because low employee 
satisfaction leads to higher turnover and weakens our image as an employer, we should address 
declining employee satisfaction now.”

Balanced scorecards help organizations in the following ways:36

•	 Compare	and	track	the	performance	trends	of	different	business	units,	departments,	and	
employees within the organization

•	 Benchmark	the	organization	against	other	organizations
•	 Identify	the	company’s	best	performers	and	its	best	practices

BAlAnced scorecArd

a tool used to monitor, assess, and 
manage the performance of employees 
as well as align their interests with 
a firm’s key business objectives by 
assigning them both financial and 
nonfinancial goals
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Corporate scorecards are first developed to define the goals and agenda for the entire orga-
nization. Each business unit then looks to the corporate scorecard for guidance in creating their 
own balanced scorecards that support the broader goals and strategies of the organization. Once 
business unit scorecards are created, each support unit—including a firm’s human resource man-
agement and staffing department—can create its own scorecard to clarify its goals and track its 
progress toward meeting them.

A balanced staffing scorecard contains objectives, targets, and initiatives for each activ-
ity that adds value to the staffing process. Using software, such as Oracle’s Balanced Scorecard 
package, managers can more easily compare the staffing performance of different units, and 
benchmark it against the firm’s budgets, historical data, and peer firms within the industry. From 
their computers, managers can then click on any indicator to conduct more detailed analyses of 
the data. If there are problems with the staffing process, the system allows employees to collabo-
rate online to analyze the causes and to take corrective action. It also helps managers see how 
their decisions impact the company’s strategy.

A company’s goals and strategies should guide the development of the firm’s staffing 
scorecard. Most of the measures should focus on staffing effectiveness—that is, creating value 
for the firm. A smaller number of measures should focus on staffing efficiency and cost control. 
The choice of scorecard criteria should be based not only on the company’s strategy and goals, 
but also the challenges the company anticipates, such as a tightening labor market or changing 
workforce demographics. The criteria of the scorecard can also be chosen to address any current 
problems the firm is experiencing—for example, if the firm is having difficulty staffing its key 
leadership positions.

Assume that every unfilled sales representative position costs a hypothetical retailer 
$8,000 per day in lost revenue. The company has about 2,000 sales representatives, and averages 
120 openings at any given time. The company wants to minimize the time sales representative 
positions are vacant. In addition, the time hiring managers spend on the sales floor with their 
representatives adds 20 percent to the revenues the representatives generate. Thus, the retailer 
wants its managers to balance their sales floor time with the time they spend recruiting and 
interviewing candidates. To ensure that it is being sufficiently selective, the company would like 
its hiring managers to interview four to seven candidates per hire. The firm also wants to ensure 
that it is hiring a diverse sales force and controlling turnover to reduce replacement expenses and 
lost sales.

Accordingly, the company might create the monthly staffing scorecard as shown in  
Figure 13-3. Note that the columns to the right show the performance metric being tracked for 
each zone and the goal for each metric is shown in italics in the first row of each column. The 
data cell for each region is coded green when a metric is consistent with its target, yellow when 
the metric is becoming problematic, and red when it is out of its target range. The company tracks 
the time hiring managers spend and number of interviews they conduct per sales representative 
hire to make sure that enough, but not too much, time is being spent recruiting. The company, 
of course, also tracks the amount of time it takes to fill a position. If a high percentage of sales 

BAlAnced stAffing 
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initiatives for each activity that adds 
value to the staffing process
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Goal < 20 hours < 7 < 60 days < 15% > 85 Compliant > 90% > 90%

A 120 25 8 75 17 87 Yes 88 84

B 78 15 5 55 9 84 Women 91 94

C 89 17 4 58 11 92 Blacks, Men 94 93

D 111 29 6 63 22 76 Yes 84 85

E 64 15 5 50 16 88 Whites 98 97

figure 13-3 Monthly Balanced Staffing Scorecard for Sales Representatives

Note: Cells in green (moderate shading) reflect goals that are within the goal range. Cells in yellow (light shading) reflect goals at risk of 
not being met. Red cells (dark shading) reflect goals that are not currently being met.
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positions are vacant, this signals that urgent action is needed. Turnover rates are tracked to iden-
tify where retention efforts might be appropriate. New hires’ average first year performance as 
well as the diversity of candidates hired to ensure that the firm is complying with EEO laws and 
that the company’s commitment to diversity is being supported is also tracked. Any problematic 
demographic areas are listed in the corresponding cell. Tracking the average store staffing level 
in a zone can help to indicate whether staffing issues are creating problems keeping stores staffed 
appropriately with sales representatives. Customer service scores are in the last column and sug-
gest that stores with the greatest staffing challenges also have the lowest customer service scores. 
Ideally, any cell in the scorecard could be clicked on to retrieve more detailed information within 
each zone to better diagnose any issues that need attention.

It often doesn’t require a massive effort to improve a firm’s staffing metrics. One way to 
begin is by identifying a problem area and determining how to start measuring and improving it. 
If the turnover of new hires is a problem, for example, start tracking it by manager and uncover 
the reasons why people are leaving. Track the information back to the firm’s staffing activities, 
identify areas for improvement, and then make changes and track their results. If new hires are 
leaving after a year because they don’t see a clear career path for themselves in the company, 
add realistic job preview and career information to the recruitment and socialization process, 
and incorporate career planning into employees’ annual performance discussions. Subsequently 
track the turnover rates of new hires and see if they improve. If not, reassess what is causing 
the turnover problem and try again. The metrics used shouldn’t be too complex or numerous to 
understand or explain to others.

Because Nokia wants each of its new hires to fit in with its culture and be able to con-
tinually learn and adapt to the company’s changing business needs, human resources and hiring 
managers partner to carefully assess the match between what Nokia needs and can offer new 
hires and what each candidate needs, wants, and can contribute to the company. Tracking the 
attrition of new hires at the 12-month mark helps indicate where problem areas might lie, and 
signals Nokia’s human resources personnel to devise corrective measures to address the underly-
ing issues. Nokia further evaluates its staffing effort by conducting focus groups or using other 
methods designed to identify the reasons why attrition is too high. The reasons could be the 
hiring process, the hiring manager’s skills, HR issues, and the overselling of jobs or the organi-
zation. Nokia is careful not to micromanage with staffing metrics. To reinforce its culture, addi-
tional metrics are collected only when performance and attrition metrics indicate that a problem 
is occurring. Nokia is also careful to tailor any staffing metrics it utilizes to different employee 
populations and problems.37

It is often a good idea to implement a staffing evaluation program incrementally rather 
than taking on the entire staffing system at once. Evaluate one component of the system at a time 
by calculating its impact on relevant KPIs, such as a division’s productivity, employee tenure, 
performance, labor costs, and employee promotions. For example, a company pursuing a cost-
leadership strategy based on an operational excellence competitive advantage might be very 
concerned about its labor costs. This, of course, would be a good component to track. The direct 
and indirect cost savings of better recruiting, hiring, and onboarding, as well as the costs of open 
jobs, such as those associated with severance and unemployment pay, overtime, and the cost 
of hiring temporary employees, can also be factored in. You can also involve other units of the 
company, like its finance and operations departments, to acquire the information and data you 
need. This process helps build the case that staffing activities influence important organizational 
outcomes and can secure the buy-in needed to make staffing improvements and increase the 
scope of the evaluation program.

It is important to match a firm’s staffing metrics to the different people responsible for 
them in the hiring process. For example, Nokia tracks the performance of its newly hired execu-
tives to the recruiter or search agency that referred them. At lower levels in Nokia, the perfor-
mance of new hires is tracked to both employees’ hiring managers and their recruiters.38

Staffing evaluation ethics

Ethical issues must be attended to in staffing evaluation. The data used to conduct a staffing 
evaluation must be high quality. Thus, it is important that everyone responsible for collect-
ing the data ensure that it is accurate. It is also important to keep personal information about 
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applicants and employees private. Any personal information about an employee, including the 
person’s performance and salary information, should be kept confidential and secure. In addi-
tion, if applicants or employees are told that the information collected about them will be used in 
a particular way, the data must be used only in that way. It is also important to realize that some 
performance comparisons between different recruiters can be unfair. Some recruiting is more 
difficult because there are fewer diverse, qualified individuals or fewer qualified individuals in 
general. Recruiting for certain job families can also be more difficult if there is a labor shortage 
related to those jobs. Nursing and truck-driving jobs are good examples. These positions can 
be very difficult to fill. One expert recommends that to be fair, recruiter comparisons should be 
limited to year-to-year comparisons within the same job family and within the same geographic 
region.39

technOlOgy and Staffing evaluatiOn

One expert says, “When the war for talent is fought over the Internet, corporations will be won 
and lost over staffing technology.”40 To be sure, the Internet has changed staffing practices in 
dramatic ways. For example, recruiting employees online costs only about 5 percent of what it 
costs to recruit them through “help wanted” ads and other traditional means. Online recruiting, 
application submission, and résumé screening have reduced the average 43-day hiring cycle by 
more than two weeks.41 Technology, such as the Internet, has helped companies reach larger 
numbers of qualified applicants worldwide.

Using technology doesn’t merely mean using the Internet to source and recruit applicants, 
though. Databases and analytical software have made it substantially easier for  companies to 
gather and organize volumes of information about applicants and employees throughout their 
careers, for example.42 Technology can also facilitate the administration of employee surveys 
that can help evaluate the effectiveness of the staffing system. Bernard Hodes’s QTrac soft-
ware assesses the ROI of a firm’s employment branding and staffing efforts. An online  survey 
is administered to new hires after 30 days on the job and again at 90 days, 180 days, and  
365 days. The survey for each period asks different questions that are most relevant to a new hire 
at that time to identify any weakness in the recruiting, onboarding, training, and new hire experi-
ence and enhance effective recruiting and retention. The home improvement retailer Lowe’s uses 
the monthly reports its QTrac software generates to improve the company’s recruiting  techniques 
and the experience of its job candidates. After only two months of QTrac reporting, information 
was learned that Lowe’s translated into tangible plans for improving the process.43

Thus, technology helps companies evaluate their staffing functions in terms of their effec-
tiveness and efficiency and better manage their internal labor talent. Next, we discuss some of 
the most commonly used staffing technologies and tools: résumé screening software, applicant 
tracking systems, and human resource information systems and how they are used. We then 
discuss a company’s Web site as a critical staffing technology, followed by digital dashboards.

résumé Screening Software

Résumé screening software screens résumés for certain words or phrases so that recruiters do 
not have to look at every résumé. This software saves recruiters a lot of time and makes Internet 
recruiting much more manageable for companies that receive thousands of responses to their job 
postings. However, relying too heavily on software can result in a firm overlooking highly quali-
fied candidates who do not match specific criteria. As one expert says, “In some cases, the best 
candidate might not have a specific skill but can learn it.”44 If a company does not invest enough 
time and resources fine-tuning a system to uncover the best candidates, recruiters might pull up 
too many résumés matching the desired keywords but too few that are outstanding.45

It is important to be careful when selecting résumé screening software—depending on how 
the software works, it may disproportionately exclude groups of people from various protected 
categories. For example, a lawsuit filed against one company alleged that the firm’s screening 
software disproportionately screened out African Americans. Rather than deleting résumés, the 
software identified those that had the words or phrases the company was looking for. It was 
argued that the words used by the screening software were not the same words that members of 
the African American community would use to convey that information despite being very well 
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qualified for that job. The case was settled relatively quickly, and there is very little information 
on what the words were.46 Nonetheless, the case highlights the importance of being an informed 
consumer and fully understanding how a software package works.

applicant tracking Systems

An applicant tracking system (ats) is software that allows a database with applicant informa-
tion and job information to be maintained so that matches between the two are easier to make. 
 First-generation applicant tracking systems only collected résumés and offered basic search capa-
bilities. Today’s systems, whether they’re used in-house or in tandem with job boards, allow human 
resources and line managers to oversee the entire recruitment and staffing process— everything 
from mining résumés to doing basic screening and conducting background checks and facilitating 
the onboarding of new hires. Some ATSs are able to generate detailed profiles of candidates that 
include their education, background, skills, behavioral attributes, work history, and salary require-
ments. PNC Financial Services Group’s applicant tracking system filters out applicants lacking at 
least two years of cash-handling experience and e-mails rejected applicants within a day suggest-
ing that they search its careers site for jobs for which they are better qualified.47

Large organizations spend an estimated 7 percent of their external recruitment budgets on 
applicant tracking systems.48 ATSs not only reduce costs but also help to speed up the hiring 
process and improve the company’s ability to find people who fit the firm’s success profile.49 
Salesforce.com’s Vana HCM cloud-based recruiting tools not only allow organizations to con-
figure job postings, automatically process résumé attachments, and post openings to thousands 
of job boards, but the tracking reports help to identify which positions were hard to fill in the past 
to help allocate the right resources and time for future recruiting efforts.

ATSs can also provide managers with interview and selection guidelines and even help 
prescreen applicants by administering online prescreening tests or questionnaires to them. For 
example, Continental Airline’s flight attendant candidates answer 41 questions online before 
being allowed to complete a formal application.50 Because ATSs store candidate-related data 
inside a database, searching, filtering, and routing applications is faster and more effective. This 
frees up recruiters’ time to source and communicate with candidates, and can reduce inefficien-
cies, costs, and the time it takes to fill positions. Reporting tools that help facilitate a firm’s 
EEOC compliance are often included, as are tools for managing communications with applicants.

ATSs are made by large software firms such as PeopleSoft, SAP, and Oracle, and firms 
such as HR Diagnostics, RecruitPro, and Hirebridge. Their cost ranges from a few hundred dol-
lars to millions of dollars, depending on their complexity. Training end users to properly use the 
systems is critical for success, as is selecting the best reporting metrics to incorporate, and care-
fully testing the usability of the system’s functions. The more integrated the various functions 
are, the more usable the system will be.

Attracting and retaining diverse, high-quality talent is central to ConAgra Food’s strategy 
for continued growth. To make its staffing process more strategic, ConAgra realized that one 
of the most powerful ways to enrich and diversify its talent pool was to leverage the Internet 
in a way that would allow the company to find external candidates. The company’s ATS now 
automatically stores all applications and résumés submitted to the company via the Internet, 
and ConAgra’s HR managers review only those that are prescreened by the system. This elimi-
nates hours of research by recruiters. More than 50 percent of ConAgra Foods’ recruiting and 
staffing activities are now done through the Internet and its internal résumé database, and the 
company has seen an increased flow of quality talent. Including a metrics system also allowed 
the company to implement actionable recruiting goals to measure the quality and diversity of its 
candidates.51

According to experts, at a minimum an applicant tracking system should be able to:52

•	 Scan	résumés
•	 Generate	mailing	labels	and	letters	that	can	be	sent	to	accepted	and	rejected	applicants
•	 Generate	EEO	reports
•	 Schedule	and	track	interviews
•	 Store	the	firm’s	job	descriptions
•	 Generate	staffing	statistics	by	activity,	recruiter,	and	recruiting	sources
•	 Generate	a	job	requisition	analysis

ApplicAnt trAcking system

software that allows a database 
with applicant information and job 
information to be maintained so that 
matches between the two are easier 
to make
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•	 Generate	a	staffing	cost	analysis
•	 Create	applicant	profiles
•	 Generate	mailing	labels
•	 Allow	managers’	notes	regarding	different	candidates	and	the	staffing	process	to	be	stored	

online

Figure 13-4 shows a screenshot from HR Diagnostics’s applicant tracking system. The 
system shows the number of candidates at each stage in the hiring process, and the menu at the 
left gives managers easy access to reports, testing outcomes, and other information about candi-
dates and the hiring process.

human reSOurceS infOrmatiOn SyStemS A human resources information system 
(Hris) is a system of software and supporting computer hardware specifically designed to store 
and process all HR information and keep track of all employees and information about them. 
Also known as human resources management systems (HRMS), these systems support most 
modern HR departments. An HRIS combines separate HR systems into a centralized database 
that performs the majority of HR transactions,53 including reporting capabilities. Some systems 
are able to track applicants before they become employees. The better HRIS systems help to 
manage all employee information, report and analyze employee information, manage applica-
tions and résumés, and facilitate employee onboarding.

Human resources information systems usually include each employee’s:54

•	 Department
•	 Job	title
•	 Job	grade
•	 Salary
•	 Salary	history

humAn resources 
informAtion system (hris)

a system of software and supporting 
computer hardware specifically 
designed to store and process all HR 
information and keep track of all 
employees and information about them

figure 13-4 An Example of an Applicant Tracking System (ATS)

From http://www.hr-diagnostics.com., Reprinted with permission from HR Diagnostics.
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•	 Position	history
•	 Supervisor
•	 Training	completed
•	 Special	qualifications
•	 Ethnicity
•	 Date	of	birth
•	 Disabilities
•	 Veteran	status
•	 Visa	status
•	 Benefits	selected

Because of local and cultural differences in what data gets entered into the HRIS system and 
how things are labeled, it can be challenging to create global reports. Because of this difficulty, HRIS 
technology solutions are sometimes implemented differently in different geographic regions.55

company Web Sites

You have probably noticed that many companies feature on their Web sites special careers 
sections dedicated to the firm’s employment opportunities. In fact, corporate Web sites have 
become the primary way most students research companies and evaluate career opportunities. In 
addition to providing information about current job openings, the careers site can also contain 
information about a firm’s corporate culture and mission. Many companies are able to accept 
applications and administer prescreening tests online. Thoughtfully developed careers sites can 
also result in more effective interviews because applicants’ basic questions will already have 
been answered by the Web site content, and poor fits are more likely to have self-selected out 
after learning more about the organization and job opportunity online.

It is critical that the path to careers sites be easy to find, and that they be kept usable. When 
one insurance company buried a jobs link at the bottom of its homepage, requiring users to scroll 
past unrelated information, job-related inquiries submitted to the firm dropped by 80 percent. Other 
companies are working on creative ways to grab a candidate’s attention as they build their recruiting 
pages.56 Goldman Sachs’s interactive careers Web site at www.goldmansachs.com/careers/index.
html is a good example. Organizations can use as much space as they feel they need to communi-
cate their unique employer brand and showcase their employment opportunities. Search functions 
can help visitors identify the job opportunities they wish to pursue and their desired work locations, 
and self-assessment inventories can help applicants decide which opportunities are best for them. 
Drop-down menus and résumé builders can allow visitors to submit their background information 
in a standardized manner, facilitating the screening and record keeping of this information.

If done professionally and in an easy-to-navigate manner, Web sites can help establish and 
maintain an organization’s image as a good employer. Although a high-quality Web site can be 
expensive to build, it should be thought of as an investment that will be amortized over the large 
numbers of people likely to see and use it. The investment is also likely to reduce hiring times 
and other staffing-related costs.

Despite the benefits of staffing technology, there can be some dysfunctional or unintended 
consequences related to it as well.57 Computerized recruiting and staffing systems can deperson-
alize the hiring process and make it less flexible, negatively impacting applicant attraction and 
retention rates. If some subgroups lack access to computerized systems or the skills needed to 
utilize them, online recruiting can result in adverse impact. Privacy concerns sometimes make 
applicants less willing to use e-recruiting systems.58 Some research has shown that e-recruiting 
doesn’t always attract the most qualified job applicants and, in fact, has a tendency to attract 
individuals who switch jobs frequently.59

The following are some experts’ guidelines for e-staffing:60

•	 The	Internet	should	not	be	the	only	recruiting	source	a	company	uses.
•	 E-recruiting	 should	be	used	when	 large	numbers	of	 candidates	 are	needed,	when	 fairly	

high education levels are required, and to target applicants in specific labor markets, such 
as high-technology employees, students seeking part-time work, or new graduates seeking 
full-time work.

•	 E-recruiting	 systems	 should	provide	applicants	with	 accurate	 information	about	 a	 com-
pany’s unique characteristics and give a realistic preview of the company.
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•	 Company	Web	sites	should	promote	values	that	most	new	employees	will	find	attractive.
•	 E-staffing	systems	should	be	aligned	with	the	company’s	strategic	goals	and	enable	firms	

to attract applicants who can help them meet their strategic objectives.
•	 Feedback	should	be	regularly	collected	from	job	applicants	about	the	types	of	implicit	and	

explicit messages a company’s Web site conveys about the firm and its culture.
•	 To	attract	diverse	applicants,	e-staffing	systems	should	be	culturally	sensitive	and	possibly	

include special features (e.g., be presented in multiple languages and an option for large 
font to accommodate the needs of individuals with vision disabilities).

•	 To	protect	applicants’	privacy,	e-staffing	systems	should	be	governed	by	privacy	protec-
tion policies that (a) restrict data access, (b) restrict data disclosure, and (c) ensure that 
only job-relevant data are collected for decision-making purposes. For privacy reasons, 
all medical information must be kept separate from the employee’s other information, in a 
place where managers cannot see it.

digital Staffing dashboards

Just as the dashboard of a car gives the driver indications of the car’s performance and warns 
when there is danger, digital staffing dashboards are interactive computer displays that indicate 
how a staffing function is meeting its goals, using whatever metrics the user chooses. The metrics 
are often those from the balanced staffing scorecard but can include other metrics as well. Digital 
dashboards reflect the idea that a picture is worth a thousand words: The dashboards display 
large amounts of data in a clear and user-friendly format, usually with charts and graphs, and are 
interactive, allowing the user to break high-level data down into more detailed reports. Like auto-
mobile dashboards, digital dashboards usually present important information in a way that grabs 
the manager’s attention. For example, if a staffing initiative is over budget, a graph related to it 
might display a red blinking light. SAS’s Strategic Performance Management package is such a 
system.61

Digital staffing dashboards can include a variety of information including the names of 
top recruiters and their performance, the number of positions a firm has open, the number of 
candidates at each stage in the selection process, employee skill sets, turnover rates, diversity 
statistics, staffing expenses, and many other metrics. Well-crafted staffing dashboards help 
companies monitor and manage their workforces and chart their progress toward meeting 
strategic and tactical staffing objectives. Capital One Financial Group uses dashboards to 
identify its top performers. Erickson Retirement Communities of Baltimore uses dashboards 
to identify which retirement complexes are having trouble retaining staff members and which 
complexes have seen employee satisfaction ratings dip.62 Chicago’s Northwestern Memorial 
Hospital uses dashboards to track its turnover, open positions, number of hires, the reasons 
why applicants are rejected or decline an offer, and other metrics.63 Digital dashboards can 
also keep employees aware of how well they are performing. Thus, if an employee receives 
a poor performance review at the end of the year, the person is less likely to be surprised 
and upset by it.64 Digital dashboard technology is also scalable, allowing even small- and 
medium-sized companies to use the technology, and contains safeguards to protect sensitive 
employee data.

ABN AMRO Bank, one of the largest banks in Europe, implemented a digital staffing 
dashboard to better understand the effects its human resource policies were having on its recruit-
ment and retention efforts and to provide better visibility of the firm’s workforce trends and 
events. In addition to providing a global overview of the company’s HR operations (such as the 
firm’s headcount and average employee compensation) by respective quarters and years, the 
dashboard-based application also gives end users the option of examining KPIs in greater detail, 
for instance, to evaluate employee compensation by age groups.65

Figure 13-5 illustrates a recruiting effectiveness dashboard developed by Recruiting 
Roundtable Research for Alpha Company (a hypothetical company). The dashboard allows 
Alpha Company to track its hiring quality, candidate conversion rates, new hires’ perceptions 
of the firm’s recruiting effectiveness, and candidate conversion factors, or the reasons new hires 
gave for accepting job offers with Alpha Company.

Because what gets measured gets managed, digital dashboards help keep managers focused 
on the key factors that drive company success. Creating an effective dashboard takes some planning.  

digitAl stAffing 
dAshBoArds

interactive computer displays that 
indicate how a staffing function is 
meeting its goals
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Utilizing it can take time, require managers to adapt how they manage, and even alter a firm’s 
corporate culture. This chapter’s Develop Your Skills feature provides some tips for creating a 
good dashboard.

figure 13-5 Recruiting Effectiveness Dashboard

Source: Recruiting Executive Dashbaord, Recruiting Rountable Research © 2007 Corporate Executive Board. All rights reserved. Reprinted 
with permission.

Creating digital staffing dashboards requires time, expertise, and 
an understanding of what drives a firm’s staffing success.66 Here 
are some tips for creating a digital staffing dashboard:
 1. Identify the factors that determine a firm’s staffing and 

business success. The factors might include the following:67

•	 The	firm’s	talent	depth	in	its	key	positions
•	 The	 job	success	of	the	firm’s	new	hires	 (including	their	
performance,	fit	with	the	organization,	and	promotion	
rates)

•	 The	recruiting	sources	of	top	performers	 (e.g.,	the	col-
leges top performers attended)

•	 The	retention	and	absenteeism	rates	of	hires	from	differ-
ent sources and different supervisors

•	 The	cost	per	hire

•	 The	average	time	to	fill	a	position
•	 The	time	to	productivity	(the	time	it	takes	a	new	hire	to	

achieve a minimum level of output)
•	 The	top	five	nonmonetary	reasons	that	people	accepted	

the	firm’s	job	offers
•	 Vacancy	percentages	in	key	positions
•	 The	time	it	takes	HR	personnel	to	refer	résumés	to	hiring	

managers
•	 The	time	it	takes	to	interview	candidates	after	they	have	

applied	with	the	firm
•	 The	time	between	a	candidate’s	interview	and	the	offer	

made to him or her
•	 The	percentage	of	bad	hires
•	 The	percentage	of	diverse	hires

Develop Your SkillS
Creating a Digital Staffing Dashboard

(Continued)
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Summary

Surprisingly few organizations currently evaluate the effective-
ness of their recruiting and hiring efforts, making this a high-
potential area in which human resources can contribute to the 
organization’s bottom line. One of the biggest challenges in 
staffing is often the reluctance of hiring managers to rely on 
the type of strategic staffing system presented in this book, 
despite its proven effectiveness. Managers often feel that they 
are good judges of people, and prefer to “trust their gut” and 
use their instincts in determining where to recruit and who to 
hire. Understanding and applying the strategic staffing process 
presented in this book provides a company a strategic staffing 
advantage over firms that prefer to use an unscientific method 
based on instinct. Staffing professionals with these skills are 
also more valuable than those who lack them.

A variety of staffing sources, methods, and skills is usu-
ally required if a staffing program is to be effective in meeting 

all of its goals. Available staffing methods must be analyzed 
and chosen because they are appropriate to staffing the cur-
rent vacancy. As the importance of quality and quantity goals 
change relative to each other, the staffing function must be pre-
pared to change its evaluation strategy as well. In order to mea-
sure, we must have clear goals and objectives that are based on 
the business strategy and the firm’s objectives.

Utilizing statistical and software tools for analyzing and 
predicting staffing outcomes is an important part of maximiz-
ing a staffing system’s quality and its return on investment. 
For a staffing system to consistently produce new hires who 
fit an organization’s unique definition of success, quality data 
as well as training in the tools and processes needed to analyze 
and interpret this information are necessary to make data-based 
decisions and create a culture that supports the continual evalu-
ation and improvement of the staffing system.

Staffing Technology at Osram Sylvania71

Osram Sylvania adopted staffing technologies that automatically cross-posts position requisitions to 
both internal and external careers sites, as well as to their five top-producing job boards. Embedded 
URL tracking and a staffing dashboard that monitors results help save time and increase résumé flow.

To manage the increased number of candidates, the company uses custom candidate prescreening 
questions that are embedded in the application process for each job. Now when hiring managers log into 
the system, their candidates are presented in ranked order based on their answers to the prescreening 
questions. Managers also use mail merge templates to communicate with candidates and set up inter-
views. And everything is tracked and visible to both recruiters and hiring managers. Employee referrals 
that come in both through the external Web site as well as the intranet are also tracked.

Osram Sylvania’s staffing dashboard and built-in reporting now keep track of key statistics like time 
to hire and EEO compliance. Diversity is monitored at every stage of the hiring process, so managers can 
proactively spot if and at what hiring stage certain protected groups are dropping off. Regular diversity 
reports that used to take several hours are now completed with four mouse clicks, saving substantial time.

The company claims a weekly savings of $4,000 from the automation of its résumé processing. 
Automated job board posting and source tracking have also increased candidate quality, quantity, and 
time to hire. The company is in compliance of OFCCP rules on Internet candidate searches, and hiring 
managers are more involved in the recruiting process. Osram Sylvania feels that its new staffing system 
has also enabled it to hire more effectively.

•	 Applicants’	 and	managers’	 satisfaction	 levels	 with	 the	
hiring process

•	 The	five	primary	reasons	top	performers	leave	the	firm
•	 The	turnover	rate	of	top	performers

 2. Set specific goals. Each metric should be associated with a 
target	level	or	range	that	reflects	a	business	priority	(e.g.,	
hiring and retaining more top performers or promoting 
from	 within)	 or	 financial	 return	 (e.g.,	 reducing	 turnover	
and	saving	money).68

 3. Prioritize the information. Dashboards are ineffective if 
they	contain	too	much	information.	Identify	which	metrics	
are critical, and put them on the main dashboard page. 
Creating drill-down pages with more detailed information 
and additional metrics can help limit the amount of infor-
mation	presented	on	any	single	dashboard.

 4. Identify how best to present the data. Bar charts, tables, 
pie	 charts,	 graphs,	 and	 even	 speedometer-style	 displays	
are	all	possible.	Managers	and	employees	can	be	asked	to	
test	different	formats	to	identify	what	works	best.

 5. Assess users’ comprehension of the data. Ensure that 
users	are	not	misinterpreting	 the	data	and	 that	 they	can	
quickly	 and	 clearly	 understand	 the	 information	 being	
communicated.

 6. Consider including dynamic capabilities.	Dynamic	capabili-
ties on the dashboard will allow managers to plan for dif-
ferent	scenarios	and	growth	projections.69

 7. Create data entry accountability.	 If	 the	data	used	by	 the	
system	are	not	 entered	 accurately	 or	 on	 time,	 the	dash-
board will not be accurate.70 Assess and reward managers 
for maintaining the database.
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Today, the increasing demand for HR technology par-
allels increasing interest in evaluating staffing systems and 
improving staffing ROI. Technology systems are becoming 
a critical tool in enhancing the value staffing creates for an 
organization, and in enhancing the efficiency and effective-
ness of the staffing function. While initially used  primarily 
by large organizations, more small and midsize companies 
now use software products to both effectively measure human 
capital investment and track a wide range of HR metrics.72

As you learned in Chapter 1 and as we have stressed 
throughout this book, employees are the key to every organiza-
tion’s performance and survival. Strategic staffing involves the 

movement of people into, through, and out of the organization in 
future-oriented and goal-directed ways that support the organiza-
tion’s business strategy and enhance organizational effectiveness. 
Planning, measurement, and continuous evaluation and improve-
ment are important to the success of any staffing system. Staffing 
must be tied to business strategy and reinforce the company’s 
competitive advantage. It must also be aligned with the other 
functional areas of human resource management, including train-
ing, compensation, and performance management. By partnering 
with hiring managers and positively influencing the flow of talent 
into, through, and out of an organization, staffing professionals 
play an important strategic role in organizations.

Takeaway Points

 1. A firm’s staffing activities can affect the willingness of appli-
cants to stay in the hiring process and accept job offers as well as 
their willingness to recommend the employer to others. Staffing 
can also affect new hires’ job expectations, motivation and job 
engagement, performance, and retention, and influence the 
organization’s performance, strategy execution, and leadership 
capabilities.

 2. Staffing metrics can be short-term or long-term and efficiency or 
effectiveness oriented. Short-term metrics can be used as leading 
indicators to gauge a company’s ability to have the right people 
in the right jobs at the right time. Long-term metrics are best for 
evaluating the effectiveness of the staffing system because they 
drive the financial impact of staffing on the organization. Staffing 
efficiency metrics assess the resources used in the staffing process, 
and staffing effectiveness metrics measure how well the staffing 
process meets the needs of a firm’s stakeholders and contributes to 
the company’s strategy execution and performance.

 3. A balanced staffing scorecard is a tool for managing employees’ 
performance and for aligning their incentives with the firm’s key 
business objectives. The scorecard balances a firm’s strategic, 
operational, financial, and customer goals and helps managers 
monitor and assess the performance of employees so as to quickly 
take corrective action when needed.

 4. Digital staffing dashboards are interactive computer displays of indi-
cators of how the staffing function is meeting its goals, using what-
ever metrics the user chooses. By continually monitoring selected 
staffing metrics and alerting managers when goals are not being met, 
dashboards help managers monitor and improve the staffing process.

 5. Staffing technology can improve the efficiency and effective-
ness of the staffing function by creating a database of applicant 
and employee information and automating many of the steps of 
the staffing process. This can save firms time and money. Because 
technology allows data to be stored and reports to be generated 
automatically, it can also facilitate the staffing evaluation process.

Discussion Questions

 1. What might prevent organizations from evaluating their staffing 
systems, and what can be done to remove these barriers?

 2. In your opinion, what three metrics might a university use to eval-
uate the effectiveness of its efforts to fill instructor positions?

 3. If your manager was reluctant to invest in an applicant track-
ing system, how would you persuade him or her to make the 
investment?

 4. As an applicant, how would you feel knowing that technology 
were used to make an initial decision to screen you out of the hir-
ing process?

 5. What information do you want to see when you visit the careers 
section of a potential employer’s Web site?

Exercises

 1. Strategy Exercise: Metrics are only information—it is up to you to 
interpret and use them. Interpret the following metrics and identify 
what they might mean by addressing the questions that follow them.

 a. Compare the following two recruiting sources:

Source X Source Y

Cost $200,000 $200,000

Number of new hires 20 10

Cost per hire $10,000 $20,000

 1. Which program do you conclude is better?
 2. If the hires from source X are retained for two years, and 

the hires from source Y are retained for five years, would 
your conclusion change?

 3. What additional information would you need to make a 
recommendation about the source that’s preferable?

 b. The turnover rates of different employee subgroups of a firm 
are as follows:
Employee Group Turnover Rate (%)

Under 6 months’ tenure 85

6	months	to	1	year	tenure 60

1	to	2	years 30

Over	2	years 12

High performers 25

Moderate performers 20

Low performers 10
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 1. In what ways is turnover a problem for this company?
 2. How could the company address the situation?
 2. Develop Your Skills Exercise: In this chapter’s Develop Your 

Skills feature, we gave you some tips for creating a digital staffing 
dashboard. Using this information, create a dashboard for Osram 
Sylvania (featured in this chapter’s opening vignette) reflecting 
the following metrics. Use color coding to indicate whether or not 
a metric is within the parameters the company desires.

Metrics:
•	 Top	five	staffing	vendors
•	 Job	applicant	quantity
•	 New	hires’	time-to-contribution	rates	by	recruiting	source

•	 Diversity	by	recruiting	source
•	 Osram	Sylvania’s	staffing	efficiency	ratio

 3. Opening Vignette Exercise: This chapter’s opening vignette illus-
trated how Osram Sylvania used technology to improve its staffing 
system. Reread the vignette, and answer the following questions:

 a. In what ways did technology improve the company’s staffing 
function?

 b. Do you think it is appropriate for Osram Sylvania to rank- order 
applicants based on their answers to the online  prescreening 
questions? Why or why not?

 c. If you were a hiring manager at Osram Sylvania, what metrics 
would you most want to have available about your hires?

Case study

Staffing Evaluation at Hallmark

Hallmark, founded in 1910, is the largest U.S. manufacturer 
of greeting cards and the owner of Binney & Smith, the maker 
of Crayola Crayons.73 The company pursues a differentiation 
and innovation strategy and uses creativity and emotion to 
help people connect to its products, including its stationery, 
party goods, photo albums, home decor, collectibles, a cable 
television channel, and books.74 Privately owned Hallmark 
has annual revenues of over $4 billion and employs 3,200 indi-
viduals at its corporate headquarters in Kansas City, Missouri, 
and another 12,000 around the world.75

To hire quality people more consistently, Hallmark needed 
a tool to help it focus its staffing efforts on what is most rele-
vant to the company—that is, on business-relevant criteria that 
would allow it to more consistently hire quality employees to 
best execute its strategy.76 However, Hallmark didn’t want the 
tool to be too complex. To launch the effort, Hallmark created 
a staffing index to evaluate the quality of the firm’s past hires 
so as to source and screen candidates more effectively.

Upon hiring a new employee, the person’s line manager 
makes an immediate assessment of the employee’s intrinsic 
abilities and desirability. To avoid using complex formulas 
that require a specialized background to understand, the rat-
ings are simple and focused on measuring the quality and 
timeliness of Hallmark’s hiring system.77 The possible new 
hire ratings are as follows:78

1 = Average
2 = Above Average

3 = Good
4 = Very Good
5 = Walk-on-Water Good

After six months, the hiring manager uses the same five-
point scale to evaluate whether its initial expectations have 
been realized. The data are used to compare new hires who 
consistently get top ratings with those who don’t to identify 
any distinguishing factors that can be used to make the hiring 
process more effective.79

According to one expert, Hallmark is on the right track 
by keeping its system simple and not getting too wrapped 
up in the numbers and by focusing on the end result of mak-
ing good hires. Hallmark views the staffing index only as 
a means to an end and knows that ultimate staffing success 
will be gauged not by these metrics, but by the organization’s 
performance.80

Questions

 1. Critically evaluate Hallmark’s staffing index. What are 
its pros and cons?

 2. What additional criteria do you think Hallmark should 
track, and how should it be measured?

 3. Why might an employee rated “walk-on-water good” 
at the time of hire not live up to expectations? What 
can a company do to help new employees realize their 
potential?

Semester-Long Active Learning Project

Propose an evaluation system to assess the effectiveness of your 
recruitment and selection suggestions. How will you know if your 
new recruitment and selection system is working? Identify potential 

barriers to the effective implementation of your recruitment and selec-
tion system and propose strategies for coping with them.
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Case Study Assignment: Strategic Staffing at Chern’s

See the appendix at the back of the book for this chapter’s Case Study Assignment.
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Appendix

Strategic Staffing at Chern’s: A Case Study

Chern’s Company history and organization

Siblings Ryan and Ann Chern founded Chern’s, an upscale men’s and women’s department 
store, 20 years ago after they graduated with their MBAs. The pair had planned to launch their 
own company for years, and refined their business model after each spent a great deal of time 
learning about the retail industry by working in different retail organizations. The product mix 
and high-quality products Chern’s sells made it rapidly successful, and the company developed 
a loyal following. The firm quickly expanded its product line and began opening additional loca-
tions 15 years ago. Ryan and Ann have turned their basic idea of providing customers with the 
best service, selection, quality, and value into a thriving business. The two are now co-presidents 
of Chern’s: Ryan serves as the company’s chief executive officer; Ann serves as the company’s 
chief operating officer.

Chern’s pursues an aggressive growth strategy. Currently the company has 140 stores in  
28 states on the East Coast and in the Midwest. Chern’s employs an average of 19,000 full- and 
part-time employees. Providing superior customer service has been the company’s main business 
strategy and has successfully differentiated it from its competitors. Although the company’s prod-
ucts are expensive, the high product quality and excellent customer service have made the company 
successful. Because customers’ tastes can differ from one store to the next, the company tries to be 
as decentralized as possible. Therefore, it gives its store managers a considerable amount of discre-
tion in terms of how they run their stores. Likewise, each manager runs his or her own department 
as a small business and is rewarded according to the department’s and the store’s overall success.

Because customer service lies at the heart of the company’s business strategy, it is a core 
part of the corporate culture of Chern’s. Ann and Ryan believe that customer service is the essence 
of selling and that because the firm’s sales associates are in direct contact with customers, they are 
the core drivers of the company’s performance. Both department managers and assistant depart-
ment managers support the sales associates. Besides giving the sales staff their full support, the 
department managers at Chern’s are, in turn, supported by their store managers, assistant depart-
ment managers, buyers, and merchandising managers. Figure A–1 illustrates these relationships.

Core values are an essential part of the Chern’s brand and are the foundation of its culture. 
The company’s family ownership contributes to its desire to make every employee and customer 
feel valued and cared for. The firm is known for its strong and unique culture, which it feels is due 
to its belief that the best approach to business is to hire good people. As such, Chern’s tries to iden-
tify and select the right people, train them, and give them the tools and autonomy they need to suc-
ceed. Successful employees are rewarded with above-market base salaries and generous bonuses.

Figure A-1 The Sales Support Relationships among Chern’s Staff Members
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The management philosophy at Chern’s is based on empowerment. Chern’s believes that 
by hiring well it can trust its employees to use their own judgment. Consequently, the firm 
gives them a considerable amount of freedom in terms of how they do their jobs. By striving to 
create a fair and positive environment and giving each employee the tools and autonomy he or 
she needs to succeed, the company feels it has created an environment in which its sales asso-
ciates can truly excel. In fact, last year, 42 Chern’s sales associates sold at least $1,000,000 in 
 merchandise—a company record.

Because Chern’s has a strong reputation for customer service, quality, and selection, it 
enjoys very positive brand recognition among its targeted customers. It is consistently named 
one of the top three retailers in regional customer surveys and has been listed among Fortune 
magazine’s top 100 best companies to work for. Last year the company ranked number 72 on 
Fortune’s list, down from 44 the previous year. It was the second-highest retailer on the list, 
behind Nordstrom’s. It also ranked as having the best customer service among retailers for the 
past three years in customer surveys developed by the National Retail Federation.

In addition to focusing on customer service, selection, quality, and value, Chern’s has 
invested heavily in information-technology tools to improve its inventory management and help 
its sales associates make efficient transactions with customers. The company recently imple-
mented a Perpetual Inventory System to help its buyers react more quickly to the feedback given 
to them by its sales associates and to track inventory to quickly adjust each store’s product mix 
and clothing sizes available. The technology has helped the company increase its efficiency and 
lower its costs as well as add value for its customers.

Chern’s FinanCial perFormanCe

Chern’s has enjoyed a strong financial performance over the last few years. Over the past five 
years, the company’s share price has increased 134 percent and the company’s revenues have 
grown at an annualized rate of 9 percent. Revenues and net income have grown as all of the 
firm’s stores have reported sales increases every year over the past three years. Growing rev-
enues and income have provided the company with the financial base and stability it needs for 
further expansion. The five-year growth strategy at Chern’s is to open 15 new stores a year and 
to continue to grow at an annual rate of 9 percent. Figure A–2 shows the company’s revenue, 
gross profit, and net income trends for the last three years.

The company’s good financial performance has translated into strong operating cash flow, 
giving it the option of reinvesting in its business, buying back shares, or passing some of its earn-
ings to investors in the form of dividends. Figure A–3 shows the operating cash flow trend at 
Chern’s over the past three years.

    Net Income           Gross Profit  Total Revenue

3 Years Ago

2 Years Ago

Last Year

Figure A-2 Three-Year Revenue, Gross Profit, and Net Income Trends for Chern’s

Z01_PHIL3491_03_GE_APP.indd   404 18/09/14   7:24 PM



 Appendix 405

Chern’s has funded its expansion using its earnings rather than by taking on debt. The 
company believes that its conservative debt policies and strong cash flow help create shareholder 
value by enabling it to expand into new markets.

Chern’s human resourCes

Chern’s averages 1 store manager, 8 department managers, 8 assistant department managers, 
and approximately 100 full-time and 25 part-time sales associates per store. Full-time employees 
receive a generous benefits package, two weeks paid vacation, and are eligible for bonuses. Part-
time employees are considered members of the core workforce and receive prorated benefits and 
bonuses. Because it feels that they would not reinforce its culture, Chern’s does not currently 
utilize temporary or contingent workers of any kind. Turnover among its full-time sales associ-
ates has been relatively stable, averaging 20 percent over the past three years. Turnover among 
the company’s part-time sales associates has also been relatively low compared to similar retail 
operations, averaging 15 percent over the past three years. The part-time sales associates are 
used to increase the number of sales associates on the floor during peak periods.

The human resources department at Chern’s generally does a good job supporting the 
company’s business strategy. The company’s compensation, performance management, and 
training are all designed to get sales associates up to speed and selling quickly. The base pay 
they earn is 20 percent above the market average, and Chern’s matches in their 401(k) plans up 
to 10 percent of their base pay. Twenty percent of a sales associate’s bonus is tied to the person’s 
customer service performance as rated by his or her department manager, 40 percent is based on 
individual sales performance in relation to that person’s sales target, and 40 percent is based on 
overall store sales. New employees have a reduced sales target for their first year. Sales associ-
ates can earn up to 150 percent of their base pay in bonuses based on both sales and customer 
satisfaction ratings. Top performers at Chern’s earn well above the market average in pay.

Semiannual performance evaluations assess sales associates’ initiative, customer service 
behaviors, coworker support behaviors, and leadership. Raises to an associate’s base salary 
include a cost-of-living adjustment based on inflation, and from 0 to 10 percent based on the 
department manager’s perception of the sales associate’s performance, adherence to company 
values, and leadership contributions. Sales associates are also given 10 personal days, includ-
ing sick days, and generous health and dental benefits. If a sales associate refers a candidate to 
Chern’s, and the person is hired, the company gives the employee a $1,000 referral bonus after 
the new hire passes the six-month mark with strong performance.

Last YearThree Years Ago Two Years Ago

Figure A-3 Three-Year Cash Flow Trend for Chern’s
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Chern’s largely focuses its training and development activities on its new hires. New hires 
undergo a two-day orientation. Each then receives on-the-job training from his or her department 
manager and shadows another sales associate for one week. Employees receive additional train-
ing only if they fail to reach their sales quotas two months in a row. Sales associates who fail to 
reach their quotas four months in a row are given a warning. Those who fail to meet their quotas 
five months in a row are terminated.

Sales associates can use the store’s technology to identify how they are performing relative 
to their quotas. Chern’s expects its employees to be relatively “tech savvy” and be willing and 
able to quickly learn its systems. Customer information, including information about their previ-
ous purchases and fashion preferences, is stored in the company’s computer for fast retrieval. 
Chern’s also uses technology to give its buyers feedback about its customers’ preferences and 
purchasing trends. The company’s sales associates are also required to record information about 
customers’ inquiries and unfilled requests for particular types of clothing. This is critical because 
it helps each department better track its inventory and quickly adjust its product mix and sizes to 
meet the changing demands of its customers. Sales associates can also use the store’s computers 
to check inventory at other Chern’s locations to better assist clients in locating desired products.

the Competition Chern’s FaCes

Chern’s primary competitors include Nordstrom, Dillard’s, Barney’s, Nieman Marcus, and Saks 
Fifth Avenue. Table A–1 shows the previous and current year’s sales, net income, and employee 
headcount for Chern’s relative to its competitors.

At Chern’s, sales associates execute the company’s customer service strategy by building 
long-term relationships with their clientele. Sales associates feel empowered, and their business 
freedom is strongly supported by the corporation as long as the employees work hard and do 
their best. Chern’s tries to hire sales associates with an entrepreneurial spirit, a drive to be suc-
cessful, and a desire to make money. The sales force’s accountability for results and Chern’s 
high expectations of them means that Chern’s wants to hire only elite sales associates.

Table a-1  One-Year Performance of Chern’s Relative to Its Competitors

Chern’s Nordstrom Dillard’s barney’s
Nieman 
Marcus

Saks Fifth 
avenue

Previous 
year’s sales 
($ millions)

3,800 8,111 8,525 326 4,390 2,249

Current 
year’s sales 
Growth (%)

9.7 9.9 (.9) 2.3 6.9 8.2

Previous 
year’s net 
income ($ 
millions)

193.4 672.5 242.2 24.2 247.8 164.2

Current 
year’s 
income 
growth (%)

9.0 6.9 .8 (.6) 6.0 6.4

Previous 
year’s 
headcount 
(full and 
part time)

19,000 56,500 54,300 1,400 17,900 11,750

Current 
year’s 
headcount 
growth (%)

9 2.9 (1.2) .9 4.1 3.9
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The levels of customer service excellence and sales skills required by Chern’s employees 
are not the same for most other retail firms. High-end retailers, such as Neiman Marcus and 
Nordstrom, tend to compete more directly with Chern’s for hires than do competitors such as 
Dillard’s and Federated Department Stores, which focus less on customer service. The quality of 
Chern’s sales force has enabled it to offer employees considerable upward mobility within the 
company, which is unusual for a retailer. Chern’s fills 75 percent of its department manager and 
assistant department manager positions internally, whereas most of its competitors fill their man-
agement positions externally; 80 percent of the current store managers at Chern’s once worked 
as sales associates for the firm. Promotion from within is important to the company. Both Ryan 
and Ann strongly believe that internal hires reinforce the company’s strong culture.

In order to provide the highest-quality customer service and capture market share, Chern’s 
knows it needs to hire the right sales associates. Although the company’s strong culture and high 
quality initially attracted a sufficient number of talented sales associates who shared the firm’s 
values, the competition for talented sales associates has been heating up. As a result, Chern’s 
is finding it harder to staff and retain the level of sales talent it needs. The sales associates at 
Chern’s are usually the top performers in the retail industry, so they are never easy to find. 
Because of the importance of hiring the right salespeople, and their expectation that staffing 
this important position will become more difficult in the future, Ann and Ryan have decided to 
launch a strategic analysis of how Chern’s staffs its sales associate positions and have asked for 
your help.

strategiC staFFing at Chern’s: Chapter-by-Chapter  
Case assignments

At the end of each of the chapters in this book, you will have an assignment for the case study 
that applies concepts from that particular chapter. The entire list of assignments can be found 
at the end of this appendix, just before the candidate résumés are presented. The assignments 
put you in the role of an external staffing consultant hired by Chern’s. Your job is to conduct 
a strategic analysis of how it staffs its sales associate positions. Your final product will require 
you to combine each of the assignments into a cohesive report, including a table of contents and 
any necessary appendices. Format your report as a professional product that you would give 
to the organization. Chern’s is decentralized, which means that your report will be distributed 
to many store managers, many of whom are unfamiliar with staffing terminology and jargon. 
Write your report so that they understand and adopt your recommendations and are committed to 
implementing the changes you’ve suggested. You might want to keep a copy of the final report 
to show potential employers the type of strategic staffing work you are capable of performing.

Chapter 1: Strategic Staffing
In this chapter, you learned that the strategic staffing process is guided by hiring goals that are 
clearly linked to an organization’s strategies and objectives. The goal of strategic staffing is to 
enable the organization to better execute its business strategy. There are two types of staffing 
goals: process goals and outcome goals. Process goals relate to the hiring process itself, and 
outcome goals apply to the product of the hiring effort. Table 1–2 gives examples of both types 
of staffing goals, and Table 1–3 gives you some questions to consider in setting appropriate 
staffing goals.

Your consulting assignment for Chapter 1 is to identify realistic process and outcome 
goals for staffing of sales associate positions at Chern’s. Be sure to relate your goals to the firm’s 
business strategy and explain why each is important and should be adopted by the company.

Chapter 2: Business and Staffing Strategies
In this chapter, you learned about how a firm’s business strategy and talent philosophy shape 
its HR strategy, which then influences the firm’s staffing strategy. After Ryan and Ann learned 
about this process, they felt that the company needed to develop a more formal talent philosophy 
of its own to shape its HR and staffing strategy. They have asked you for your recommendations.

Chapter 2 and Tables 2–4 and 2–5 should help you identify key components of an appro-
priate talent philosophy, human resource strategy, and staffing philosophy for Chern’s. Be sure 
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to consider the company’s business strategy and competitive advantage, life stage, and the com-
pany’s values and culture when making your recommendations. You should also clarify how 
putting the right talent in the company’s sales associate positions can create a competitive advan-
tage for Chern’s.

In addition to developing a formal talent philosophy, HR strategy, and specific staffing 
strategy, you also need to explain how Chern’s should address each of the nine strategic staff-
ing decisions listed in Table 2–6 for the sales associate position, and justify your reasoning. For 
example, the first decision is whether Chern’s should establish a core or flexible sales associate 
workforce. Describe in your report if Chern’s should focus on a core or flexible workforce and to 
what degree. Be sure to explain why they should follow your recommendations. Do this for the 
other eight strategic staffing decisions as well, taking into account the chapter material as well as 
the information provided about Chern’s in the beginning of the appendix.

Chapter 3: The Legal Context
Although Ann and Ryan have always known that it is important to comply with equal employ-
ment opportunity legislation and other relevant employment laws, it has been eight years since 
they conducted any sort of discrimination analyses at their company. They ask you to evaluate 
the sales associate position for any evidence of discrimination based on gender or ethnicity. The 
first level of disparate impact analyses are typically done at the establishment level, which for 
Chern’s is a single store. Chern’s asks you to focus on its flagship store—its largest—which has 
140 full-time and 50 part-time sales associates. Chern’s gives all department and store managers 
bias and diversity training, and has never been sued for disparate treatment. Because it knows 
that adverse impact is still a risk, the company asks you to analyze its full-time sales associate 
hiring data for evidence of adverse impact.

Tables A–2, A–3, and A–4 summarize the data you will need to use in your analyses. 
The data for the sales associate flow statistics are based on the previous five years of staffing at 
Chern’s flagship store. Evaluate the stock and concentration statistics and use the four-fifths rule 
to analyze the flow statistics. In addition to your disparate impact analyses, be sure to recom-
mend strategies that Chern’s can use to alleviate any discrimination you may find.

Table a-2  Sales associate Statistics Compared to the Relevant Population

Job Category: Sales associates

Current Sales associates (%)
availability of Sales associates  

in Relevant Population (%)

Females 55 60

Males 45 40

Whites 20 25

Blacks 20 25

Asians 32 25

Hispanics 28 25

Table a-3  Sales associate Flow Statistics

# applicants # Hired

Men 1,000  80

Women 1,400 160

Whites  600  55

Blacks  600  48

Asians  600  67

Hispanics  600  50
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Chapter 4: Strategic Job Analysis and Competency Modeling
Referring to the information presented in the chapter and case, by researching the “retail sales-
person” position on O*Net (http://online.onetcenter.org), and by interviewing a sales associate 
in a similar company if possible (an associate at Saks Fifth Avenue, Nieman Marcus, Nordstrom, 
and so forth), create a job requirements matrix for the sales associate position at Chern’s. Be 
sure to consider the company’s business strategy and corporate culture in creating job duties and 
identifying competencies or KSAOs. For each competency or KSAO, decide if Chern’s should 
hire people who already possess the characteristic or if the firm should train them to develop 
it. Also, estimate to the best of your ability how important each characteristic is relative to the 
others as well as the relative time associates spend on each job duty. You may have to use some 
judgment to come up with the answers to these questions. You will use this information later to 
determine how to weight the assessment information obtained on each job candidate.

Given the information contained in the Chern’s case description and your own knowledge 
of this type of position, create a job rewards matrix for the sales associate position. If possible, 
interview a sales associate in a similar company to obtain additional job rewards information.

Chapter 5: Forecasting and planning
Chern’s has never examined its internal labor market. The company asks you to perform a transi-
tion analysis for full-time sales associates. It asks you to conduct relevant analyses to describe 
the internal labor market for its flagship store.

Summarize the flagship store’s internal labor market and highlight any trends or forecasted 
gaps based on the transition probability matrix in Table A–5. The probabilities are based on 
annual rates that are averaged over a span of three years. In other words, they are the average rate 
per year. If Chern’s wants to keep its flagship store staffed with 140 full-time sales associates, 
how many full-time sales associates should it expect to have to hire from outside the company 
annually?

Traditionally, 25 percent of the store’s job applicants for sales associate positions become 
job candidates, and 20 percent of the job candidates receive job offers, 75 percent of which are 
accepted. Chern’s asks you how many applicants it will need to generate each year to acquire the 
number of new hires you forecasted.

Table a-4  Sales associate Concentration Statistics

Sales associates (%) Department Managers (%) Store Managers (%)

Female 55 30 40

Male 45 70 60

White 20 20 24

Black 20 15 40

Asian 32 30 16

Hispanic 28 35 20

Table a-5  The Transition Probability Matrix for Chern’s Flagship Store

Transition Probabilities based on the Past Three Years

Job Category
Job

level
FTSa 
(%)

PTSa 
(%)

DeP 
(%)

bUY 
(%)

MeR 
(%)

exit 
(%)

Current # of 
employees

Full-time sales associates (FTSA) 1 50 15  5  5  5 20 140

Part-time sales associates (PTSA) 1 30 50  0  5  0 15  30

Department manager (DEP) 2  6  0 75  6 12 20  16

Buyers (BUY) 2  0  0  0 65  7 30  15

Merchandising managers (MER) 2 12  0  0  0 80 20   8
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Chern’s asks you to research the external labor market for sales associates because the 
company is concerned about their availability in the future. Using O*Net, choose a state in the 
United States and research the expected demand for sales associates in that state over the next 
10 years. To do this

 1. Visit www.online.onetcenter.org.
 2. Search for job 41-2031.00—Retail Salespersons.
 3. Scroll to the bottom and find “Wages and Employment Trends.”
 4. Select a state from the “State and National” drop-down menu and hit “go.”
 5. Compare the forecasted employment trends in your chosen state with those of the entire 

United States for the retail salesperson position.
 6. Print out the results of your state search and include it with your report.
 7. There is also a “Career Video” available on the state results page of your search that you 

can view for additional information about the work sales associates do.

Now research the employment trends of retail sales workers using the U.S. Department 
of Labor Bureau of Labor Statistics Web site at www.bls.gov and other resources you identify. 
Consider this information when forecasting future gaps or surpluses. You might also consider 
targeted skill sets or demographics and determine if you can obtain information about skill or 
demographic trends in your targeted area.

If you forecast a gap between the anticipated supply of qualified sales associates and 
Chern’s anticipated demand for them, determine whether the gap is temporary or permanent. 
Then, make some recommendations about how Chern’s can best address the gap. Be sure to 
reread the relevant section of Chapter 5 before you do so.

Chapter 6: Sourcing: identifying Recruits
Chern’s currently uses six different sources for sales associate applicants: colleges, employee refer-
rals, Cherns.com, a search firm, walk-ins, and local newspaper ads. The company just finished 
analyzing the effectiveness of each of these sources, and the results are summarized in Table A–6.

Chern’s asks you to prioritize its recruiting sources to maximize the effectiveness of 
the company’s future hiring initiatives. Based on what you have read in this case, prioritize  
the staffing outcomes and rank order the recruiting sources based on their ability to maximize the 
company’s staffing goals for the sales associate position.

Ryan and Ann have heard a lot lately about using the Internet to source passive job candi-
dates. The two are wondering how well this technique would work for its sales associate positions. 
Referring to the Develop Your Skills feature in Chapter 6, choose an area of the country. First, pro-
vide some suggestions on how the Internet might be more effectively used to source and recruit 
applicants. Second, conduct a Boolean search to source two promising sales associate applicants 
using the Internet. You may need to try different search engines and different syntax, as highlighted 
in the chapter. You can also try x-raying and flipping. For example, on Yahoo.com you could try 
“linkdomain:ffany.org shoes blog” to pull up blogs linked to the Fashion Footwear Association of 
New York with the word “shoes” in the blog. You should experiment with searches based on your own 
ideas. Include the various search engines and search terms you used for your final search and provide 
information about your two leads in an appendix to your final report. Justify each recommendation.

Table a-6   The effectiveness of the Sources Used to Recruit Chern’s  
Sales associates

Hiring Speed 
(months)

Cost per 
Hire ($) Culture Fit

average First 
Year Financial 

Return ($)

First Year 
Turnover 
Rate (%)

College hiring 5 4,000 Good 30,000 20

Employee referrals 2 2,600 Very good 38,000 10

Cherns.com 2 1,500 Good 38,000 20

Search firm 3 5,200 Average 20,000 15

Walk-ins 1 1,500 Poor  5,000 30

Newspaper ads 2 2,000 Poor  4,000 25
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To best serve its diverse clientele and to establish the most positive employer image pos-
sible, Chern’s wants to hire diverse sales associates. The company also asks you how it can 
improve the diversity of its applicant pool.

Chapter 7: Recruiting
Develop an outline for a recruiting guide for the sales associate position based on the mate-
rial you read in this case and what you learned in Chapter 7. The outline should include the 
company’s policies and procedures, budgets, activities, timelines, responsible staff, legal issues, 
and steps to be taken in recruiting for the position. You do not have time to write an entire 
recruiting guide. However, Chern’s has asked for your help in identifying what it should include 
in one. Chern’s also asks you to make recommendations about what the company can do to 
increase applicants’ fairness perceptions of the process and reduce any negative spillover effects  
related to it.

Chern’s would also like to reinforce its employer brand among potential applicants. Ryan 
and Ann would like to create a stronger employer brand, and ask you for advice on what the 
company’s employer brand should be and how to effectively and consistently market and rein-
force it throughout the staffing process. Make some recommendations and explain why your 
approach would be effective for Chern’s.

Chapter 8: Measurement, Chapter 9: Assessing external Candidates
Remember to write your report so that the various measurements you learned about in these 
chapters will be understandable to the firm’s store managers and department managers. These 
employees do not have a staffing or statistics background. Consequently, many of the concepts 
you discuss in the report will be unfamiliar to them. Be sure you thoroughly explain the concepts 
and their importance. This will be particularly important when completing the next part of the 
assignment, which spans Chapters 8 through 11.

Chern’s is in the middle of hiring two sales associates for its flagship store and has reduced 
the initial applicant pool to eight candidates. Because it is the company’s flagship store, it is 
important that all sales associates who work at the store excel at customer service and embody 
the company’s values, and they need the new people to get up to speed quickly. Although 
Chern’s often invests in the training and development of new employees, in this case they would 
like the two new hires to arrive with the knowledge, skills, abilities, competencies, and other 
characteristics required to be immediately successful. They also would like the newly hired sales 
associates to be strong candidates for future management positions.

Ryan and Ann ask you to become involved in the assessment and hiring process. Nearly 
80 percent of Chern’s sales associates are considered successful. However, Chern’s would like 
the percentage to be at least 85 percent. Ryan and Ann feel that improving the company’s assess-
ment and selection system will help it accomplish this goal. Use this opportunity to help Chern’s 
develop a new sales associate assessment and selection system. This is a pilot project to deter-
mine how well you are able to improve Chern’s staffing process.

All eight candidates are already scheduled to participate in one structured and one unstruc-
tured interview that you are asked to view and score (you may or may not choose to score and 
use the unstructured interviews). After deducting the costs of the initial applicant screening and 
the two scheduled interviews for each candidate from the initial budget, the store has $4,000 left 
to apply to this staffing initiative. It’s up to you to decide how to spend the money. What other 
assessment methods should you use? (The costs of the two interviews are not to be included in 
your $4,000 budget.)

The assignment for Chapter 8 is to read the case assignment spanning Chapters 8 through 
11 and review the eight candidates’ résumés at the end of the appendix. You then need to develop 
an assessment plan that does not exceed your $4,000 budget.

Your goals in developing your sales associate assessment system are threefold:

 1. Maximize the return on investment of your assessment system.
 2. Maximize the job success of the new sales associates hired (in terms of their sales, turn-

over, and levels of customer service).
 3. Maximize the fit of the new sales associates hired (including their customer service orien-

tation and leadership skills) with the company’s culture.

Z01_PHIL3491_03_GE_APP.indd   411 18/09/14   7:24 PM



412 Appendix

Table a-7  Potential assessment Methods and Their Costs

assessment Method Scale of assessment Cost

Cognitive ability test (measures 
a candidate’s ability to learn, 
process, and apply information 
rapidly; verbal, spatial, and 
mathematical abilities)

Typical scores range from 85 to 
130 (mean and standard deviation 
for this sample are 112.5 and 8.02, 
respectively).

$70 per candidate

Conscientiousness (measures 
a candidate’s persistence, 
dutifulness, order, attention 
to detail, and achievement 
motivation)

Possible scores range from 1 to 6 
(mean = 4.38, std. dev. = 1.06).

$100 per candidate

Openness (measures a candidate’s 
openness to new ideas and 
situations and intellectual 
curiosity)

Possible scores range from 0 to 60 
(mean = 42.50, std. dev. = 7.07).

$30 per candidate

Sales interest (measures a 
candidate’s interest in sales as 
a career; vocational interest 
inventory)

Possible scores range from 1 to 5 
(mean = 3.63, std. dev. = .92).

$50 per candidate

Desire to avoid failure (measures 
a candidate’s need to avoid failure 
and desire to avoid taking risk)

Possible scores range from 1 to 4 
(mean = 2.88, std. dev. = .83).

$30 per candidate

Technology skills test (measures 
a candidate’s ability to become 
proficient with the company’s 
various technology tools)

Possible scores for this test range 
from 0 to 80 (mean = 58.13, std. 
dev. = 7.99).

$70 per candidate

Job knowledge test (measures 
a candidate’s knowledge of 
sales techniques, understanding 
of effective customer service 
practices, and awareness of 
related issues in the retail industry)

Possible scores for this test range 
from 0 to 50 (mean = 36.88, std. 
dev. = 7.04).

$150 per candidate

Simulation (measures a 
candidate’s leadership, sales, 
judgment, and customer service 
skills using a work simulation)

Possible scores for the simulation 
range from 0 to 70 (mean = 43.75, 
std. dev. = 10.61).

$250 per candidate

Integrity test (measures a 
candidate’s trustworthiness, 
integrity, and honesty)

Possible scores for this test range 
from 1 to 5 (mean = 3.50, std. dev. =  
0.93).

$70 per candidate

Fashion knowledge test (measures 
a candidate’s knowledge of fashion 
trends, styles, and fabrics as they 
apply to a variety of customers)

Possible scores for this test range 
from 0 to 60 (mean = 38.75, std. 
dev. = 8.76).

$50 per candidate

Handwriting analysis (measures 
a candidate’s trustworthiness, 
personal drive, dependability, 
sociability, and desire to achieve)

Possible scores for this analysis 
range from 0 to 10 (mean = 5.38, 
std. dev. = 3.38).

$150 per candidate

Table A–7 summarizes the possible assessment methods you can use and their costs.
Next is an overview of the steps you will need to take in completing the next parts of the 

assignment and the chapter in which each part is assigned. The work will be spread out over the 
next few chapters.
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 1. Develop a sales associate assessment and selection plan that does not exceed the remaining 
$4,000 budget. In your report, justify your proposed selection system using the determi-
nants of the effectiveness of an assessment method identified in Chapter 8. These determi-
nants include the following:

 a. Validity—how well the assessment method predicts relevant components of a person’s 
job performance. Table 9–3 describes typical validities for various assessment tools 
across many different occupations. You can look at Table 9–3 and consider the results 
of your job analysis/competency model to determine which assessment is most likely to 
predict job performance at Chern’s.

 b. Return on investment—the extent to which the assessment method generates a finan-
cial return that exceeds the cost associated with using it.

 c. Applicant reactions—the extent to which applicants perceive the assessment methods 
to be job related and fair.

 d. Selection ratio—the extent to which the selection ratio is low. A low ratio means hiring 
only a few applicants, which allows an assessment method to have maximal impact in 
terms of improving the performance of the people hired.

 e. Usability—the extent to which people in the organization are willing and able to use the 
method consistently and correctly.

 f. Adverse impact—the extent to which an assessment method predicts job performance 
and other important hiring outcomes without discriminating against members of a pro-
tected class.

 2. Before viewing the interviews for the next part of the selection process, develop a scoring 
key for each structured interview question and create a formula to combine the three scores 
into an overall structured interview score (Chapter 8). The three structured interview ques-
tions are as follows:

 a. A disgruntled customer is returning a damaged suit jacket he bought the previous week 
that he needed for an event that night. He is extremely upset. What do you do?

 b. A person walks into your store and mentions that she has just moved into the area and 
that this is the first time she has visited your store. What would you do to make her a 
customer now and a loyal customer in the future?

 c. You’re working alone because two people called in sick. Suddenly, five customers 
walk into your department at once. What do you do?

  If you plan to use the unstructured interviews to assess candidates (optional), create a 
scoring key for the unstructured interview based on your expected determinants of suc-
cess at Chern’s. The scoring keys for both types of interviews should reflect the KSAOs 
or competencies assessed by the questions or interview, not the answers to the questions 
themselves. Then view the eight structured and eight unstructured interviews available 
on the book’s Web site or if your instructor prefers, view them as a part of the class  
(Chapter 9).

 3. Before or during your next class, submit your assessment plan to your instructor. Your 
instructor will then give you the candidates’ scores on the assessments you choose to uti-
lize (Chapter 9). If your instructor agrees, you can use a multiple hurdles, compensatory, 
or combined approach for your assessment plan.

 4. Using your interview score results, candidate résumés, and scores on the assessment meth-
ods you included in your assessment plan, determine which two candidates should receive 
an offer and submit this information along with the rationale for your choice to your 
instructor. Write a job offer letter to your top chosen candidate, who is currently consider-
ing two other job offers from competitors (Chapter 11).

At the end of the case, your instructor will give you feedback on the job success of your two new 
hires.

For now you will work on step 1. Submit your assessment score request to the instructor by 
the deadline the instructor gives you to receive candidates’ scores on the assessments you choose 
to utilize. Your instructor needs to know which scores you would like and which candidates you 
would like to assess. You can assess candidates in one round before making a hiring decision or 
in multiple rounds, depending on your assessment plan.
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Chapter 10: Assessing internal Candidates
StrAtegic StAFFing cASe Study As explained earlier, 75 percent of the department 
managers and assistant department managers at Chern’s have been promoted from the com-
pany’s sales associate staff based on their supervisors’ recommendations and structured 
interviews. Unfortunately, Chern’s recently analyzed its turnover data and found that a 
disproportionate number of good sales associates who would have been potentially strong 
candidates for department manager and assistant department manager positions have left 
the organization. The exit interviews with these people revealed that the firm’s efforts to 
communicate its promotional opportunities and succession planning intentions to the high-
potential sales associates have been insufficient. Many of the sales associates said that they 
were leaving because they had poor career planning visibility to the managerial positions 
they sought. The company currently does not tell its high-potential sales associates that they 
have been flagged for future promotion opportunities, believing that this would demoralize 
those not on the list.

Because the company’s talent philosophy is to promote from within, it feels that it could 
improve its internal promotion practices. The company asks you to recommend ways that 
it can identify and develop sales associates who have the potential to become department 
managers.

Chapter 11: Choosing and Hiring Candidates
You will now continue  your assessment and selection process for the two new hires. Develop 
a rational way of combining the scores on the assessment methods you recommended in your 
report for Chapter 9. How should Chern’s choose which candidates to hire? Do you recommend 
a multiple hurdles, compensatory, or combined approach? What weights should each assessment 
score receive when calculating each candidate’s overall score? Your job requirements matrix 
should help you make this judgment. Using your interview score results, candidate résumés, 
and scores on the assessment methods you included in your assessment plan, identify which two 
candidates should receive an offer and submit this information, along with the rationale for your 
choice, to your instructor. Also, explain what additional information you would like to have had 
before making a hiring decision.

Ann and Ryan believe that in addition to the promotional opportunities Chern’s has to 
offer, the nonfinancial rewards of the job, including the extensive training and development 
new hires receive and the supportive work climate they experience, have not been sufficiently 
communicated to candidates. Not only does this explain why good sales associates are leav-
ing the firm, it could also explain why its sales associate job offer acceptance rates have been 
trending slightly downward. Write a job offer letter to your top chosen candidate, who is cur-
rently considering two other job offers. You would very much like to hire your top choice, 
but she or he has to decide on the other offers within one week. Be sure to use any relevant 
information from the job rewards analysis you conducted in Chapter 4 as well as the informa-
tion contained in the initial case description. You can also use the information about Chern’s 
presented in this Appendix. You only need to write one offer letter even though you are hiring 
two candidates.

Your instructor will give you feedback on the outcomes for the two candidates you chose. 
Each candidate’s profile was evaluated by staffing experts and given a job success score of  
1 to 10. The scores correspond with the individual financial returns to the company presented in 
Table A–8 (which were based on a combination of sales performance and a new hire’s fit with 
the company’s culture).

Calculate the ROI of your staffing investment in the new hires’ first year based on the 
financial return realized by your chosen hires and the cost of your assessment system. In addition 
to the assessment costs you incurred, assume that recruitment and the initial applicant screen-
ing cost the company $20,000, and the 16 interviews cost the company an additional $14,800. 
You can either calculate a net return or an ROI ratio. To compute the net return you will sum 
the financial return realized by your two hires and subtract the total cost of the selection system. 
To compute the ROI ratio, you will sum the financial return and divide it by the total cost of the 
selection system. Interpret either or both of these values.
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Chapter 12: Managing Workforce Flow
Chern’s asks you to develop an onboarding and socialization strategy for its newly hired sales 
associates. Using Table 12–1 as a guide, write a report recommending appropriate onboarding 
and socialization strategies, and explain why you are making each recommendation.

Chern’s recently completed a turnover analysis for sales associates at different perfor-
mance levels and found that functional turnover begins at a performance level that currently 
covers the lowest-performing 15 percent of its sales associates. It also discovered that the top-
performing 10 percent of its sales associates are responsible for 20 percent of the company’s 
sales. Unfortunately, the turnover rate of its top performers is almost twice the turnover rate of 
its low performers. Ann and Ryan ask you to develop a retention plan for the company’s top per-
formers. Because they have developed good relationships with customers, sales associates who 
have been with the store more than 18 months tend to be the highest performers.

Recall that in their exit interviews, many sales associates who resigned say they are leav-
ing Chern’s because they believed they lacked promotional opportunities. Quite a few other top 
performers would have liked to continue working for Chern’s but could not adequately balance 
their school and family demands because their work hours as sales associates were fixed. The 
third most common reason top performers gave for leaving Chern’s was the lack of training and 
development opportunities. The company recently conducted an employee engagement survey, 
which reinforced the fact that employees found these three issues the most pressing. However, 
the company’s sales associates also reported being satisfied with their pay and benefits and very 
satisfied with the company culture and the support they receive from their department managers.

Chern’s has been growing steadily, but its conservative financial goals also create a need 
to be prepared for unexpected changes in its environment. Chern’s believes that the economy is 
likely to stay strong, fueling its expansion strategy. However, the company wants to be prepared 
in the event that the economy cools and the demand for its products declines. Although Chern’s 
tries to protect its employees, it recognizes that in the event of an economic downturn, it will 
need to downsize its sales force to control costs. Chern’s asks you to recommend a downsizing 
strategy in the event that it needs to quickly reduce its number of sales associates by 15 percent.

Chapter 13: Staffing System evaluation and Technology
Chern’s wants a way to find out whether your recommendations helped it reach the following 
goals:

 1. Attracting a more diverse set of qualified applicants.
 2. Complying with equal employment opportunity and affirmative action guidelines.
 3. Hiring sales associates who
 a. Are better able to execute its business strategy.
 b. Sell more merchandise.

Table a-8  The First Year Financial Value of Different Job Success levels

Candidate’s Job Success Score First Year Financial Return to Chern’s

10 $50,000

 9 $40,000

 8 $30,000

 7 $20,000

 6 $10,000

 5      0

 4 ($10,000)

 3 ($20,000)

 2 ($30,000)

 1 ($40,000)
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 c. Develop higher-quality relationships with the firm’s customers.
 d. Stay with the company longer.
 e. Are more promotable to department manager positions.
 f. Reinforce the company’s customer service–oriented culture and make every employee 

and customer feel valued and cared for.
 4. Realizing a meaningful positive return on its investment in your recommendations.

To help it track its staffing performance, Chern’s asks you to create a digital staffing dash-
board that contains the five most important staffing indicators to which its store managers need 
to pay attention in terms of the sales-associate hiring and evaluation process.

Chern’s has always been willing to invest in technologies and tools that improve its per-
formance. It asks you to recommend various staffing technologies it should consider adopting 
to enhance the performance and efficiency of its staffing system. Because the company is finan-
cially conservative and is willing to invest in compelling technologies but does not want to waste 
its money, be sure to thoroughly explain your recommendations and persuade the company to 
consider adopting them.

With your completed set of recommendations, write an executive summary that describes 
the highlights of your overall recommendations for Chern’s (covering Chapters 1 through 13). 
This summary should cover your most important identified issues and opportunities and your 
primary recommendations for the entire project yet it should be concise enough (maybe one to 
two pages long) to place at the front of the report to highlight the most important recommenda-
tions you have made.

summary oF assignments

The following is a compiled list of all assignments to be completed in the case study. The spe-
cific details are found in each chapter assignment.

 1. a.  Identify realistic long-term and short-term process and outcome goals.
 b. Ensure goals are related to business strategy and explain why each is important.
 2. a.  Develop a formal talent philosophy, HR strategy, and specific staffing strategy.
 b. Address each of the nine strategic staffing decisions.
 c. Explain each of your recommendations for the nine decisions.
 3. a.  Use stock, flow, and concentration statistics to determine if any evidence of discrimina-

tion exists.
 b. Recommend strategies to alleviate any discrimination you find.
 4. a.  Using O*Net and other sources of data, create a job requirements matrix.
 b. For each competency or KSAO, decide if it should be used to hire or plan to develop.
 c. Estimate how important each characteristic is relative to the others as well as the rela-

tive time spent on each job duty.
 d. Create a job rewards matrix.
 5. a. Conduct a transition analysis.
 b. Summarize the internal labor market and highlight any trends or forecasted gaps.
 c. Based on the transition probability matrix, calculate how many new full-time sales 

 associates should be hired externally.
 d. Calculate the number of applicants needed to acquire the number of new hires you 

forecasted.
 e. Use multiple sources of data to describe the current and future labor market for retail 

salespeople. If you forecast a gap, determine whether the gap is temporary or perma-
nent. Make some recommendations to address the gap.

 6. a.  Rank order the recruiting sources based on their ability to maximize the company’s 
staffing goals.

 b. Provide recommendations on how the Internet might be more effectively used to source 
and recruit applicants.

 c. Conduct a Boolean search to source two promising applicants using the Internet. Include 
the search engines and exact Boolean commands used. Provide information about your 
two leads in an appendix. Justify each recommendation.

 d. Determine how Chern’s can improve the diversity of its applicant pool.
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 7. a. Develop an outline for a recruiting guide.
 b. Determine how to increase fairness perceptions of the recruiting process and reduce any 

negative spillover effects.
 c. Determine what the employer brand should be.
 d. Make recommendations for how the brand can be marketed and reinforced throughout 

the staffing process.
 e. Explain why your approach would be effective.
 8. a.  Read the next few parts then evaluate the eight candidates’ résumés.
 b. Create a scoring key for the interviews.
 9. a.  Develop an assessment and selection plan that does not exceed the remaining $4,000 

budget.
 b. Justify your proposed selection system in your report.
 c. Submit your assessment plan to your instructor. Receive scores from your instructor.
 d. Use the scoring key you developed for the structured interviews to view and score the 

eight structured interviews. Also view the eight unstructured interviews and score them 
if you included them in your assessment plan.

 10. a.  Improve internal promotion practices.
 b. Recommend ways to identify and develop sales associates who have the potential to 

become department managers.
 11. a.  Develop a rational way of combining the scores on the assessment methods you recom-

mended. Recommend either a multiple hurdles, compensatory, or combined approach 
and explain.

 b. Describe the weights for each assessment method when calculating the overall score.
 c. Using your interview score results, candidate résumés, and scores on the assessment 

methods you included in your assessment plan, identify which two candidates should 
receive an offer.

 d. Submit this information along with the rationale for your choices.
 e. Explain what additional information you would like to have had before making a hiring 

decision.
 f. Write a job offer letter to the top candidate of your two chosen hires (you only need to 

write one letter).
 g. Receive feedback from your instructor on the outcomes for the candidates you chose.
 h. Calculate the ROI or net return of your staffing investment for the two people you  

selected. Interpret the ROI or net return.
 12. a.  Write a report recommending appropriate onboarding and socialization strategies, and 

explain why you are making each recommendation.
 b. Develop a retention plan for the company’s top performers.
 c. Identify a downsizing strategy to reduce the number of sales associates by 15 percent.
 13. a.  Create a digital staffing dashboard with the five most important indicators of the overall 

staffing process.
 b. Recommend various staffing technologies to enhance the performance and efficiency 

of the staffing system.
 c. Thoroughly explain your recommendations and persuade the company to consider 

adopting them.
 d. Write an executive summary of the entire set of recommendations and place it at the 

front of the report.
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résumés

Julia McKnight

OBJECTIVE To obtain a position that will offer the opportunity to enhance 
my clerical and customer service skills within a stable working 
environment. Looking for a long-tem career in sales.

SKILLS Excellent organizational skills. Strong leadership skills. Hard 
working. Deep capabilities in the use of technology and soft-
ware including data entry, Web site programming, and the use 
of packages like Microsoft Office.

EDUCATION Concordia High School
Graduated with honors

WORK
EXPERIENCE

Apex Financial
Office Manager
•	 Oversaw	accounting	with	billing	and	end-of-the-month	

closing.
•	 Managed	the	local	administrative	team.
•	 Answered	 and	 directed	 incoming	 calls	 for	 senior	

managers.
•	 Met	with	customers	to	assess	their	needs	and	direct	them	to	 

appropriate service agents
•	 Assisted	in	other	areas	in	office	as	needed.

Port Halliback Pontiac
New/Used Sales Officer
•	 Interacted	with	customers	to	show	new	and	used	ve-

hicles to meet their needs.
•	 Processed	 incoming	 orders,	 coordinated	 shipments,	

and handled customer-related issues.
•	 Responsible	for	managing	and	tracking	inventory	allo-

cations for the entire dealer.

Macy’s
Customer Service and Sales
•	 Showed	merchandise	to	customers
•	 Engaged	in	financial	transactions
•	 Continually	improved	sales	and	service
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Alex Turing

Education:
Cornell	University,	Fiber	Science	and	Apparel	Design,	College	of	Human	Ecology

Objective: To secure a career in the retail sales industry

Strengths:
—Dedicated and self-motivated team player/builder.
—Loyal and hardworking
—Keen interest in a career in sales
—Able	to	connect	with	customers
—Strong skills in the use of technology
—Familiar	with	sales	techniques	and	methods	of	addressing	customer	needs
—Highly ethical and honest

Weaknesses:
—Limited managerial experience
—Still learning about fashion trends

Experience:
The	Fashion	Place	(3	years)	 	 	 	 	 	 	 	 	 	 	 	 	 Customer Sales
•	 Communicated	and	worked	as	an	involved	team	member
•	 Consistently	increased	average	annual	sales	and	sales	per	transaction
•	 Developed	 and	 maintained	 an	 extensive	 clientele	 by	 providing	 exceptional	

customer service and  preserving customer relationships
•	 Delivered	superior	sales	performance	by	knowing	the	product,	understanding	

customer needs, and maintaining a positive attitude

The	Suit	Suite	(2	years)	 	 	 	 	 	 	 	 			 	 	 	 	 	 	 Clothing Sales Associate
•	 Reliably	 assisted	 customers	 by	 demonstrating	 suits	 of	 various	 styles	 from	

different designers and highlighting how to properly accessorize for different 
occasions

•	 Ensured	customer	satisfaction	by	placing	and	tracking	customer	orders,	con-
tacting customers as orders arrived, and responding to customer feedback as 
necessary

University Experience:
Cornell	Design	League
•	 Member	of	the	executive	board	of	a	student-run	organization	focused	on	tex-

tiles, design, and fashion
•	 Regularly	developed	and	implemented	plans	for	fashion-related	activities,	mem-

bership drives, etc.

I	am	a	very	quick	study,	with	an	ability	 to	easily	grasp	and	put	 into	application	new	
ideas,	 concepts,	 methods,	 and	 technologies.	 I	 want	 a	 career	 in	 retail	 management	
and	simply	need	the	opportunity	to	demonstrate	what	I	am	capable	of	doing	for	your	
company.
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Vera Levitt

OBJECTIVE:

To secure a full-time career with an emphasis on retail sales and marketing for high-end 
clientele

EDUCATION:

Michigan State University	(GPA:	3.1/4.0)
Bachelors	in	Arts,	Art History and Visual Culture

EXPERIENCE:

NEIMAN MARCUS (2 years)
Retail Sales Associate

•	 Experienced	and	accomplished	every	duty	and	 task	 that	can	be	encoun-
tered in a retail environment

•	 Successfully	acted	as	store	manager	on	a	temporary	basis
•	 Worked	 with	 others	 on	 the	 sales	 team	 to	 create	 a	 shared	motivation	 to	

succeed

OLD NAVY (1 year)
Retail Sales Associate

•	 Worked	in	a	fast-paced	retail	environment
•	 Utilized	fashion	knowledge	when	working	with	guests	to	assist	them	in	lo-

cating merchandise, identifying prices, checking inventory for additional 
products, and marketing promotional items

•	 Our	store	was	ranked	number	one	in	sales	in	9	of	12	months

OFFICE OF CAMPUS ACTIVITIES
New Student Orientation Co-coordinator

•	 Volunteer	position
•	 Developed	and	administered	training	for	orientation	staff	who	delivered	new	

student orientations on campus
•	 Led	orientation	 advisors	who	worked	directly	with	 new	 students	 and	 as-

sisted them when necessary
•	 Delivered	presentations	to	large	audiences	of	orientation	staff

BIG BROTHERS/BIG SISTERS
Mentor

•	 Volunteer	position
•	 Demonstrated	poise,	compassion,	and	trust	to	children	in	need	of	positive	

role models
•	 Provided	mentoring	and	shared	life	experiences	to	encourage	young	peo-

ple to set and work toward important life goals

PROFESSIONAL STRENGTHS:

•	 Flexible	team	player	committed	to	persuading	others	to	action
•	 Extensive	experience	in	sales
•	 Dependable	and	hardworking
•	 Deeply	interested	in	fashion
•	 Highly	 proficient	 in	 the	 use	 of	 software	 applications,	 such	 as	 Microsoft	

Office	(Word,	Excel,	PowerPoint,	FrontPage,	Publisher)
•	 Knowledge	of	software	programming	in	Visual	Basic	and	the	use	of	auto-

mated macros in Microsoft Office
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Benjamin Hirsch

Education:
Milton High School

Objective: To become the leading sales representative for your company

Personal Attributes:

•	 Agreeable	and	friendly
•	 Never-fail	mentality
•	 Superior	work	attitude
•	 Interested	in	fashion

Work Experiences:
Dollar Tree Stores, Inc. (2 years)
Assistant Manager
I	was	originally	employed	as	a	day	cashier,	but	within	a	short	period	of	time	I	was	pro-
moted to assistant store manager. Duties included opening and closing the store, mak-
ing	store	deposits,	supervising	up	to	10	employees,	managing	the	cash	vault,	weekly	
stock deliveries and merchandising, balancing cash drawers, and running various store 
reports.

Wal-Mart, Inc. (2 years)
Area Manager
I	was	employed	as	an	associate	 in	the	 lay-away	department	during	the	busy	holiday	
season.	 I	was	promoted	shortly	after	 the	holidays	to	the	front	cash	office.	Duties	 in-
cluded handling large amounts of cash, deposits, and various store reports. Eventually 
I	was	promoted	to	area	manager.

As	you	can	see,	I	have	had	four	years	of	retail	management	experience.
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CHRIS PRENDER

OBJECTIVE

Contribute	to	your	company’s	efficiency,	growth,	and	profitability	by	working	in	a	chal-
lenging full-time position in the areas of marketing, sales, advertising, or management

PROFESSIONAL STRENGTHS

•	 Strong	Sense	of	Customer-Centered	Care	in	the	Retail	Environment
•	 Proven	Leadership	Skills
•	 Deep	Knowledge	of	Fashion	and	Fashion	Trends
•	 Able	to	Devise	and	Execute	Marketing	Plans	and	Strategies

EDUCATION

Bachelor	of	Arts	in	Anthropology
Lehigh	University

RELATED EXPERIENCE

Coach, Assistant Manager (1 year to current)
•	 Successfully	managed	retail	team	and	delivered	exceptional	results	as	an	

assistant to the store manager
•	 Trained	three	new	associates	in	store	policies	and	procedures	who	immedi-

ately performed at a high level

Ann Taylor, Sales Associate (1 year)
•	 Provided	superior	customer	experiences	for	a	quality	clothing	company
•	 Placed	displays
•	 Managed	and	stocked	inventory

The FUTURE Magazine, Marketing Intern (6 months)
•	 Evaluated	magazine	content
•	 Conducted	market	research
•	 Maintained	business	reply	database
•	 Assembled	media	kits

Soles, Merchandising Customer Assistant (1 year)
•	 Provided	quality	customer	experiences	for	a	luxury	brand	shoe	company
•	 Fostered	 deep	 customer	 networks	 by	 developing	 trust,	 building	 relation-

ships, and enhancing the customer shopping experience
•	 Ensured	merchandise	was	presented	in	a	visually	appealing	manner
•	 Assisted	in	catalog	sales	and	marketing
•	 Assisted	in	work	scheduling	and	planning	during	high	workload	periods

(e.g.,	winter	holidays)

University Bookstore, Purchasing Intern (6 months)
•	 Assisted	the	book	purchasers	with	purchasing	decisions,	merchandise	or-

ders, and faculty contact
•	 Received	shipments	and	completed	merchandise	purchase	orders
•	 Maintained	visual	quality	through	effective	store	organization	and	appropri-

ate merchandise displays

Telemarket Associates, Marketing Sales Representative Intern (1 year)
•	 Used	strong	interpersonal	communication	ability	to	effectively	market	ad-

vertising opportunities to business owners
•	 Developed	 sales	 experience	 including	 scheduling,	maintaining	 a	 positive	

mental attitude, and achieving goals
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Sports Central, Sales Associate (1 year)
•	 Promoted	 apparel	 for	 local	 sports	 teams	 by	 distributing	 memorabilia	

throughout the community
•	 Played	music	for	sport	exhibitions
•	 Conducted	half-time	promotions	at	local	sports	events

ACADEMIC PROJECTS

•	 Developed	an	Internet	marketing	plan	for	Pizza	Hut
•	 Marketing	team	consultant	for	a	retail	golf	franchise
•	 Provided	marketing	 research	 to	determine	 the	demand	 for	personal	 con-

cierge	services	in	New	York	City
•	 Formulated	a	team	integrated	marketing	plan	for	a	solar-powered	vacuum	

cleaner

OTHER ACTIVITIES

•	 Volunteer	for	Habitat	for	Humanity
•	 Volunteer	coordinator	for	low-income	child	care	providers
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Sharon Simmons
Summary

I	am	a	dedicated	professional	sales	executive	with	five	years	of	successful	experience	
in key areas of sales including development of customer relationships, growth of clien-
tele, management of business, and maintenance of inventory control.

•	 Superb	communication	and	interpersonal	skills
•	 Experienced	at	communicating	with	people	of	various	backgrounds
•	 Strong	sense	of	entrepreneurship
•	 Superior	leadership	strengths
•	 Demonstrated	ability	to	develop	customer	relationships
•	 Proven	interest	and	success	in	a	career	involving	sales	and	marketing

Objective

To	find	a	customer/client	care	position	in	which	I	can	apply	my	strengths	to	enhance	
the	customer	experience.	I	would	like	long-term	growth	opportunities	that	will	improve	
your business and enhance my career potential.

Work Experience

The Furniture Place (2 years)               Assistant Manager
•	 Assisted	in	the	management	of	a	1,200	sq.	foot	store	with	daily	sales	aver-

aging	$4,100.00
•	 Encouraged	seven	employees	to	exceed	sales	goals	through	effective	com-

munication	and	motivation	techniques
•	 Ranked	first	out	of	all	employees	in	region	in	customer	service	and	product	

knowledge as judged by a secret shopper evaluation
•	 Utilized	loss	prevention	techniques	to	reduce	shrinkage	and	control	inventory
•	 Executed	company	merchandise	directives	including	design	and	implemen-

tation of floor sets and window displays
•	 Launched	new	customer	loyalty	program
•	 Completed	opening/closing	procedures,	which	included	counting	cash	and	

bank deposit
•	 Developed	 customer	 relationships	 by	 meeting	 their	 needs	 and	 resolving	

customer service issues

Victoria’s Secret (2 years)                Sales Specialist
•	 Applied	the	“Engage,	Show,	Provide”	sales	strategy	to	meet	sales	goals
•	 Completed	regular	merchandise	directives	following	the	company	brand	guide
•	 Promoted	Victoria’s	Secret	“Angel	Rewards”	credit	card	program	and	benefits
•	 Communicated	with	customers	 to	effectively	 inform	them	about	products	

and services
•	 Consistently	one	of	the	top-rated	specialists	in	sales	productivity	for	the	store

The GAP Inc. (1 year)                  Sales Associate
•	 Assisted	customers	in	product	search	and	addressed	customer	needs	on	

an ongoing basis
•	 Engaged	in	customer	transactions
•	 Assisted	in	inventory	management
•	 Implemented	window	displays
•	 Cleaned,	tagged,	and	organized	clothes
•	 Performed	computer	work	and	operated	cash	register
•	 Provided	a	fun	shopping	experience

Education
New York University, B.A. Communications
GPA 3.85 of 4.00

Personal Interests

Yoga	 	 Jazz	 	 Design	 	 Art
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MARIA CRUZ

OBJECTIVE To obtain a career in retail management and apply my background in 
the field of dramatic arts and fashion

EDUCATION Vista Lane High School
The New School,	NYC:	AAS	in	Fashion	Marketing	from	the	Parsons	
School of Design

ACHIEVEMENTS Japanese	Mastery	Levels	III	and	IV High	Honor	Roll
Magna	Cum	Laude National	Honors	Society

INTERNSHIP Assistant Director, Summer Acting Series, Mount Korko Theatre

•	 Developed	series	of	dramatic	plays	for	summer	theatre
•	 Assisted	in	set	design	and	construction
•	 Helped	with	role	development	and	coached	actors
•	 Created	and	applied	makeup	design
•	 Identified	appropriate	staging	and	location

WORK 
EXPERIENCE

Retail Sales Associate, Brooks Brothers
(2 years sales associate)

•	 	Hired	as	a	sales	associate	to	advance	new	business	devel-
opment initiatives and oversee merchandising efforts for 
this specialty clothing store.

•	 Inventory,	merchandising,	and	customer	service
•	 Stocked	shelves	and	organized	the	merchandise	in	the	vari-

ous departments
•	 	Worked	with	manager	to	maintain	superior	levels	of	guest	in-

teraction/satisfaction and ensure smooth overall operations
•	 Consistently	 achieved	 and	 exceeded	monthly	 sales	 goals	

and objectives

Retail Sales Associate, Target Corporation      (1 year)

•	 Restocked	shelves	and	organized	 the	merchandise	 in	 the	
various departments

•	 	Educated	customers	on	merchandise	and	assisted	custom-
ers with purchasing decisions

Deli Clerk, Heroes and Legends          (1 year)

•	 Prepared	sandwiches,	salads,	and	desserts

•	 Delivered	food	to	tables

•	 Bussed,	cleaned,	and	set	tables

COMMUNITY 
SERVICE

Help for Homeless Animals
Tended and cared for animals, cleaned cages

ACTIVITIES Running	and	biking	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 Cooking

PERSONAL 
PROFILE

A	hardworking,	honest,	motivated	person	who	is	interested	in	apply-
ing	her	sense	of	art	and	drama	to	retail	sales.	A	globally	aware	per-
son	and	quick	learner	who	is	eager	to	succeed	and	able	to	develop	
an emotional connection with customers.

REFERENCES Available	upon	request.
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Parvathi Naryan

Objective To obtain a stable position in retail sales to further advance my 
knowledge and skills in the area of retail management

Education Syracuse	University
School	of	Visual	and	Performing	Arts
Retail	Management	major,	Management	Studies	minor
GPA:	3.4

Experience

Rothmans
Sales Associate
(2	years)

•	 	Showed	merchandise,	consulted	with	customers	and	fa-
cilitated sales including identifying client needs, making 
product recommendations, and assisting with selections.

•	 	Did	custom	fittings	and	advised	customers	in	an	effort	to	
ensure their specific needs were being met.

•	 	Personal	shopper	for	a	large	number	of	repeat	customers;	
produced excellent referrals for the business.

•	 	Managed	all	aspects	of	client	relations	and	built	relation-
ships	to	provide	total	quality	customer	service

Delia’s
Fashion Representative
(1	year)

•	 Assisted	in	the	opening	and	set	up	of	new	store

•	 Created	several	visual	merchandise	displays

•	 Used	strategic	selling	techniques	to	promote	the	sale	of	
products

Activities Treasurer

Syracuse University Retail Association

Managed financial matters, such as banking, collecting membership dues, and organizing  
spreadsheets
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Brand A symbolic picture of all the information connected to a 
 company or its products.

Business necessity An important business objective of the employer.

Business process outsourcing Relocating an entire business function 
to an independent service provider.

Business strategy How a company will compete in its marketplace.

Career planning A continuous process of career-oriented self-
assessment and goal setting.

Career sites Pages on an organization’s Web site devoted to jobs and 
careers within the company.

Centralized staffing A situation in which all of an organization’s 
staffing activities are channeled through one unit.

Central tendency The midpoint, or center, of the data.

Clinical assessments Assessments that rely on trained psychologists 
to subjectively analyze a candidate’s attributes, values, and styles in 
the context of a particular job.

Cognitive ability tests Tests that assess a person’s general mental 
abilities, including their verbal and mathematical reasoning, logic, and 
perceptual abilities.

Collective socialization A socialization process whereby newcomers 
go through a common set of experiences as a group.

Combined approach A combination of centralized and decentralized 
staffing.

Compensatory approach An approach whereby high scores on some 
assessments can compensate for low scores on other assessments.

Competencies More broadly defined components of a successful 
worker’s repertoire of behavior needed to do a job well.

Competency modeling A job analysis method that identifies the nec-
essary worker competencies for high performance.

Competitive job offer A job offer in which the total rewards package 
offered is competitive with the market average.

Complementary fit When a person adds something that is missing 
in the organization or work group by being different from the others.

Concentration statistics Statistics that compare the percentages of 
men, women, or minorities in various job categories to see if men, 
women, or minorities are concentrated in certain workforce categories.

Construct-related validation The process of demonstrating that a 
measure assesses the construct, or characteristic, it claims to measure.

Contamination error Occurs when other factors unrelated to what-
ever is being assessed affect the observed scores.

Content-related validation The process of demonstrating that the 
content of a measure assesses important job-related behaviors.

Contest socialization A socialization process whereby each stage is 
a “contest,” and each new hire earns a track record, or “batting aver-
age,” after each stage.

Contingent assessment methods Methods whereby a job offer is 
made contingent upon a candidate passing the assessment.

Contingent work Any job in which an individual does not have a 
contract for long-term employment.

Core workforce Longer-term, regular employees.

Ability A more stable and enduring capability to perform a variety of 
tasks than a skill allows.

Action plan Strategy to proactively address an anticipated surplus or 
shortage of employees.

Active job seekers People who need a job and are actively looking 
for information about job openings.

Adverse (disparate) impact When an action has a disproportionate 
effect on a protected group, regardless of the employer’s intent.

Affirmative action The proactive effort to eliminate discrimination 
and its effects, and to ensure nondiscriminatory results in employment 
practices in the future.

Alternate or parallel form reliability Indicates how consistent 
scores are likely to be if a person completes two or more forms of the 
same measure.

Applicant tracking system Software that allows a database with 
applicant information and job information to be maintained so that 
matches between the two are easier to make.

Assessment plan Describes which assessment method(s) will be used 
to assess each of the important characteristics on which applicants will 
be evaluated, in what sequence the assessments will take place, and 
what weight each assessment will receive in determining an overall 
score for that characteristic based on the importance of each character-
istic to job performance.

Attrition The normal reduction of a firm’s workforce due to retire-
ment, death, or resignation of employees.

At-will employment An employment relationship in which either 
party can terminate the employment relationship at any time for just 
cause, no cause, or any cause that is not illegal with no liability as long 
as there is no contract for a definite term of employment.

Avoidable turnover Turnover an employer could have prevented.

Background check An employee screening method that assesses fac-
tors such as a person’s personal and credit information, degrees held, 
character, lifestyle, criminal history, and general reputation.

Balanced scorecard A tool used to monitor, assess, and manage the 
performance of employees as well as align their interests with a firm’s 
key business objectives by assigning them both financial and nonfi-
nancial goals.

Balanced staffing scorecard Contains objectives, targets, and initia-
tives for each activity that adds value to the staffing process.

Banding Assigning the same score to applicants who score in a range 
on the assessment.

Base rate The percentage of employees who are defined as currently 
successful performers.

Behavioral interviews Interviews that use information about what 
the applicants have done in the past to predict their future behaviors.

Biodata Information about candidates’ interests, work experiences, 
training, and education.

Bona fide occupational qualification (BFOQ) A characteristic that 
is essential to the successful performance of a relevant employment 
function.

Boolean searches An Internet search technique that allows a search 
to be narrowed by using special terms before the key words.

Glossary
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Employee development The training of employees to extend their 
capabilities and prepare them to assume other jobs and roles in the 
firm.

Employee engagement The degree to which employees are engaged 
in their work and how willing they are to put in extra effort.

Employee profiling A process that helps a firm identify what its suc-
cessful current employees like to do and how people like them can be 
recruited.

Employee referrals A practice by which current employees identify 
and refer promising recruits.

Employee value proposition The balance between the intrinsic and 
extrinsic rewards an employee receives by working for a particular 
employer in return for the employee’s job performance.

Employer brand Reflects what a company offers as an employer and 
helps manage internal and external perceptions of what it is like to 
work there.

Equal employment opportunity (EEO) Employment practices are 
designed and used in a “facially neutral” manner.

Essential criteria Job candidate characteristics that are critical to the 
adequate performance of a new hire.

Essential functions The fundamental duties or tasks of a position.

Evaluative assessment methods Methods that evaluate the pool of 
job candidates to determine who will be hired.

Exit interviews Interviews in which separated employees are asked 
about why they are leaving the firm. The goal is to acquire informa-
tion that can be used to improve the working conditions of the firm’s 
current employees.

Explicit employment contract A specific written or verbal employ-
ment contract.

External recruiting sources Target people outside the firm.

External talent focus A preference for filling jobs with new employ-
ees hired from outside the organization.

Extrinsic rewards Rewards that have monetary value.

Face validity A subjective assessment of how well items seem to be 
related to the requirements of the job.

Fixed socialization A socialization process whereby new hires are 
informed in advance when their probationary status will end.

Flexible workers Temporary, leased, part-time, or contract workers, 
or independent contractors employed for shorter periods by firms as 
needed.

Flextime An arrangement that allows employees to work hours other 
than a typical eight-hour shift.

Flip searching Finding people who link to a specific Internet site.

Flow statistics Statistics that compare the percentage of applicants 
hired from different subgroups to determine if they are significantly 
different from each other.

Formal socialization A structured socialization process conducted 
outside of the work setting using specifically designed activities and 
materials.

Fraudulent recruitment Misrepresenting the job or organization to 
a recruit.

Functional turnover Turnover that results in the departure of poor 
performers.

Future-oriented job analysis A technique for analyzing new jobs or 
how jobs will look in the future.

Geographic targeting Sourcing recruits based on where they live.

Correlation The strength of a linear relationship between two 
variables.

Correlation coefficient A single number that ranges from –1 to +1;  
it reflects the direction (positive or negative) and magnitude (the 
strength) of the relationship between two variables.

Cost-leadership strategy Be the lowest cost producer for a particular 
level of product quality.

Criterion data Information about important outcomes of the staffing 
process.

Criterion-referenced measures Measures in which the scores have 
meaning in and of themselves.

Criterion-related validation The process of demonstrating that there 
is a statistical relationship between scores from a measure (the predic-
tor) and the criterion (the outcome).

Critical incidents technique A job analysis method that identifies 
extremely effective and ineffective behaviors by documenting critical 
incidents that have occurred on the job.

Culture Norms, values, behavior patterns, rituals, language, and tra-
ditions that provide a framework that helps employees interpret and 
understand their everyday work experiences.

Customer intimacy Delivering unique and customizable products or 
services that better meet customers’ needs and increase customer loyalty.

Data The numerical outcomes of measurement.

Data analytics The process of using data and analytical systems to 
arrive at optimal decisions, including statistical analyses of data.

Decentralized staffing The different business units of a company, 
each house their own staffing functions.

Deficiency error Occurs when you fail to measure important aspects 
of the attribute you would like to measure.

Deployment Assigning talent to appropriate jobs and roles in the 
organization.

Desirable criteria Job candidate criteria that may enhance the 
new hire’s job success, but that are not essential to adequate job 
performance.

Differentiation strategy Developing a product or service that has 
unique characteristics valued by customers.

Digital staffing dashboards Interactive computer displays that indi-
cate how a staffing function is meeting its goals.

Direct costs Costs incurred as a direct result of a staffing activity.

Disjunctive socialization A socialization process whereby newcom-
ers are left alone to develop their own interpretations of the organiza-
tion and situations they observe.

Disparate treatment Intentional discrimination based on a protected 
characteristic.

Distributive fairness The perceived fairness of the hiring or promo-
tion outcome.

Divestiture socialization Tries to deny and strip away certain per-
sonal characteristics.

Downsizing The process of permanently reducing the number of a 
firm’s employees so as to improve the efficiency or effectiveness of 
the firm.

Dysfunctional turnover Turnover due to the departure of effective 
performers.

Employee Someone hired by another person or business for a wage 
or fixed payment in exchange for personal services, and who does not 
provide the services as part of an independent business.
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Inter-rater reliability Indicates how consistent scores are likely to 
be if the responses are scored by two or more raters using the same 
item, scale, or instrument.

Interval measurement A measurement in which the distance 
between scores on an attribute has meaning.

Intrinsic rewards Nonmonetary rewards derived from the work 
itself and from the organization’s culture.

Investiture socialization A socialization process that reaffirms new-
comers’ self-confidence and reflects the fact that the organization’s 
senior members value the knowledge and personal characteristics of 
the newcomers.

Involuntary turnover Turnover due to the organization asking an 
employee to leave.

Job A formal group or cluster of tasks.

Job analysis The systematic process of identifying and describing the 
important aspects of a job and the characteristics a worker needs to do 
it well.

Job applications Forms that require applicants to provide written 
information about their skills and education, job experiences, and 
other job relevant information.

Job description A written description of the duties and responsibili-
ties associated with a job.

Job duty A set of related tasks that are repeated on the job.

Job elements method A job analysis method that uses expert brain-
storming sessions to identify the characteristics successful workers 
currently have.

Job fairs Sourcing and recruiting events at which multiple employers 
and recruits meet with each other to discuss employment opportunities.

Job family A grouping of jobs that either call for similar worker char-
acteristics or contain parallel work tasks.

Job knowledge tests Tests that measure candidates’ knowledge 
(often technical) required by a job.

Job-oriented staffing Hiring to fill a specific job opening.

Job rewards analysis A job analysis technique that identifies the 
intrinsic and extrinsic rewards of a job.

Job sharing An arrangement whereby two people work together to 
fill one job.

Job simulations Simulations that measure people’s job skills by hav-
ing them perform tasks similar to those performed on the job.

Job task An observable unit of work with a beginning and an end.

Judgmental forecasting Relying on the experience and insights 
of people in the organization to predict a firm’s future employment 
needs.

Key performance indicators (KPIs) Measurable factors critical to 
the firm’s success and long- and short-term goals.

Knowledge An organized body of factual or procedural information 
that can be applied to a task.

Labor unions Legally represent workers, organize employees, and 
negotiate the terms and conditions of union members’ employment.

Lagging indicator A factor that becomes known only after a staffing 
decision has been made.

Layoff Temporary end to employment.

Leadership development programs A specific type of employee 
development that develops the leadership skills of employees seen as 
having leadership potential.

Global sourcing Sourcing employees on a global basis.

Graphology Any practice that involves determining personality traits 
or abilities from a person’s handwriting.

Growth strategy A strategy to expand the company either organi-
cally or via acquisitions.

High job offer A job offer in which the total rewards package is 
above the market average.

Hiring freeze A policy whereby no new employees are hired for a 
certain period of time.

Hiring yields The percent of applicants ultimately hired.

Human capital advantage Acquiring a stock of quality talent that 
creates a competitive advantage.

Human process advantage Superior work processes that create a 
competitive advantage.

Human resources information system (HRIS) A system of soft-
ware and supporting computer hardware specifically designed to store 
and process all HR information and keep track of all employees and 
information about them.

Human resource strategy The linkage of the entire human resource 
function with the company’s business strategy.

Image A general impression based on both feelings and facts.

Implicit employment contract An understanding that is not part of a 
written or verbal contract.

Independent contractor Performs services wherein the employer 
controls or directs only the result of the work.

Indirect costs Costs not directly attributable to staffing activities 
(e.g., lost business opportunities, lower morale).

Individual socialization A socialization process whereby newcom-
ers are socialized individually, as in an apprenticeship.

Informal socialization An unstructured, on-the-job socialization 
process conducted by a new hire’s coworkers.

In-house sourcers Employees who rely on their own contacts and 
research and the organization’s database of potential applicants to 
source potential recruits.

Integrity tests Tests that measure people’s trustworthiness, honesty, 
moral character, and reliability.

Interactional fairness People’s perceptions of the interpersonal 
treatment and amount of information they received during the hiring 
process.

Internal assessment The evaluation of a firm’s current employees 
for training, reassignment, promotion, or dismissal purposes.

Internal consistency reliability Indicates the extent to which items 
on a given measure assess the same construct.

Internal job posting systems Systems that publicize a firm’s open 
jobs to the company’s employees.

Internal recruiting sources Locate people who currently work for 
the company who would be good recruits for other positions.

Internal talent focus A preference for developing employees and 
promoting from within to fill job openings.

Internet data mining Searching the Internet to locate passive 
job seekers with the characteristics and qualifications needed for a 
position.

Internet job boards Internet sites that allow employers to post jobs 
and job seekers to post résumés and use a search engine to find one 
another.

Z02_PHIL3491_03_GE_GLOS.indd   429 9/11/14   6:07 PM



430 Glossary

Optimal turnover The turnover level that produces the highest long-
term levels of productivity and business improvement.

“Other” characteristics Characteristics that do not fall into the 
knowledge, skill, or ability categories; they include a person’s values, 
interests, integrity, work style, and other personality traits.

Ordinal measurement A measurement in which attributes are ranked 
by assigning numbers in ascending or descending order.

Orientation The process of completing new hires’ employment-
related paperwork and familiarizing them with their jobs, coworkers, 
work spaces, work tools, and the company’s policies and benefits.

Outlier A score that is much higher or lower than most of the scores 
in a distribution.

Passive job seekers People who are currently employed and are 
not actively seeking another job but could be tempted by the right 
opportunity.

Percentile score A raw score that has been converted into an expres-
sion of the percentage of people who score at or below that score.

Person-group fit The match between an individual and his or her 
work group, including the supervisor.

Person-job fit The fit between a person’s abilities and the demands 
of the job and the fit between a person’s desires and motivations and 
the attributes and rewards of a job.

Person-organization fit Fit between an individual’s values, beliefs, 
attitudes, and personality and the values, norms, and culture of the 
organization.

Person specification Summarizes the characteristics of someone able 
to perform the job well.

Person-vocation fit The fit between a person’s interests, abilities, 
values, and personality and his or her chosen occupation, regardless of 
the person’s employer.

Physical ability tests Tests that assess a person’s physical abilities 
including strength, flexibility, endurance, and coordination.

Polygraph test Measures and records physiological factors thought 
to be indicators of anxiety, including a candidates’ blood pressure, 
respiration, pulse, and skin conductivity while the person answers a 
series of questions.

Position analysis questionnaire (PAQ) A copyrighted, standardized 
job analysis questionnaire that can be used for just about any job.

Practical significance An observed relationship that is large enough 
to be of value in a practical sense.

Predictive data Information about measures used to make projec-
tions about outcomes.

Predictor variable A variable used to predict the value of an 
outcome.

Proactive staffing Done before situations or issues arise.

Procedural fairness People’s beliefs that the policies and procedures 
that resulted in the hiring or promotion decision were fair.

Product innovation Developing new products or services.

Protected class A group of people who share a particular characteristic 
that is protected by federal and/or state employment discrimination laws.

Psychomotor tests Tests that assess the capacity of a person to 
manipulate and control objects.

Race norming Adjusting scores on a standardized test by using sepa-
rate curves for different racial groups.

Raiding competitors The practice of hiring top talent away from 
competitors.

Leading indicator A factor that precedes or predicts a staffing 
outcome.
Leased workers Employees of a company (also called a professional 
employer organization) who take on the operation of certain functions, 
or staff an entire location on a contractual basis for a client company.
Low job offer A job offer that consists of a below-market rewards 
package.
Maximum job offer The company’s best and final offer.
Mean A measure of central tendency reflecting the average score.
Measurement The process of assigning numbers according to some 
rule or convention to aspects of people, jobs, job success, or aspects of 
the staffing system.
Median The middle score, or the point below which 50 percent of the 
scores fall.
Mentoring A dynamic, reciprocal relationship between a more expe-
rienced employee (mentor) and a more junior employee (protégé) 
aimed at promoting the career development of both.
Mixed motive When an employer is accused of having both a legiti-
mate and an illegitimate reason for making an employment decision.
Mobility barriers Factors that make it harder for employees to leave 
an organization.
Mobility policies Policies that dictate how people can move between 
jobs within an organization.
Mode The most commonly observed score.
Multiple hurdles approach A scoring approach whereby candidates 
must receive a passing score on an assessment before being allowed to 
continue on in the selection process.
Multiple regression A statistical technique that predicts an outcome 
using one or more predictor variables; it identifies the ideal weights to 
assign each predictor so as to maximize the validity of a set of predic-
tors; the analysis is based on each predictor’s correlation with the out-
come and degree to which the predictors are themselves intercorrelated.
Multisource assessments Performance reviews that involve an 
employee’s supervisor as well as other people familiar with the 
employee’s job performance.
Negligent hiring When an employer hires an applicant it knows or 
should have known that could harm a third party.
Negligent referral Misrepresenting or failing to disclose complete 
and accurate information about a former employee.
Networking The process of leveraging your personal connections to 
generate applicants.
Nine box matrix A combined assessment of an employee’s perfor-
mance and potential.
Nominal measurement A measurement in which numbers are 
assigned to discrete labels or categories.
Normal curve A curve representing the bell-shaped symmetrical dis-
tribution of some factor.
Normal distribution The distribution of scores under the normal 
curve.
Norm-referenced measures Measures in which the scores have 
meaning only when compared to the scores of others.
Objectivity The amount of judgment or bias involved in scoring an 
assessment measure.
Observation Watching people working in similar jobs for other com-
panies to evaluate their potential fit with your organization.
Offer letter A written letter describing in clear and precise terms 
exactly what the compensation structure and terms of an employment 
contract will be.

Offshore labor Employees living and working in other, usually 
lower cost, countries.

Operational excellence Maximizing the efficiency of the manufac-
turing or product development process to minimize costs.
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Semi-passive job seekers People who are interested in a new posi-
tion but only occasionally look actively for one.

Sensory tests Assess visual, auditory, and speech perception.

Sequential socialization A socialization process that follows a spe-
cific sequence of steps.

Serial socialization A socialization process whereby supportive orga-
nizational members serve as role models and mentors for new hires.

Situational interviews Asking people how they might react to hypo-
thetical situations.

Situational judgment tests Measures of noncognitive skills; short 
scenarios are presented verbally, in writing, or in videos, and candi-
dates are asked what they believe is the most effective response, or to 
choose the best response from a list of alternatives.

Six sigma A data-driven quality initiative that uses statistics to 
measure and improve business processes and their outcomes to near 
perfection.

Skill The capability to perform tasks accurately and with ease; skills 
often refer to psychomotor activities.

Skills inventory A company-maintained list outlining which 
employees have certain skills, competencies, and other relevant job 
characteristics.

Socialization A long-term process of planned and unplanned, formal 
and informal activities and experiences through which an individual 
acquires the attitudes, behaviors, and knowledge needed to successfully 
participate as an organizational member and learns the firm’s culture.

Sourcing Locating qualified individuals and labor markets from 
which to recruit.

Sourcing plan Prioritizes which recruiting sources should be used to 
staff a given position to best meet staffing goals.

Specialization strategy Focusing on a narrow market segment or 
niche and pursuing either a differentiation or cost-leadership strategy 
within that market segment.

Spillover effects The indirect or unintended consequences of an 
action.

Staffing effectiveness How well the staffing process meets the needs 
of a firm’s stakeholders and contributes to the organization’s strategy 
execution and performance.

Staffing efficiency The total cost associated with the compensation 
of the newly hired employees.

Staffing evaluation The analysis of a staffing system to assess its 
performance and effectiveness.

Staffing quotas Establish specific requirements that certain numbers 
of people from disadvantaged groups be hired.

Staffing ratio A mathematical way of calculating the number of 
employees a firm needs to produce certain levels of output.

Staffing strategy The constellation of priorities, policies, and behav-
iors used to manage the flow of talent into, through, and out of an 
organization over time.

Staffing yields The proportion of applicants moving from one stage 
of the hiring process to the next.

Standard deviation The positive square root of the variance; it is 
conceptually similar to the average distance from the mean of a set 
of scores.

Standard error of measurement (SEM) The margin of error that 
you should expect in an individual score because of the imperfect reli-
ability of the measure.

Random error Error that is not due to any consistent cause.

Random socialization Socialization steps are ambiguous or 
changing.

Range The difference between the highest and lowest observed score.

Ratio measurement A measurement in which the distance between 
scores has meaning; it includes a true and meaningful zero point.

Rational weighting A weighting method whereby experts assign a 
different subjective weight to each assessment score.

Raw scores The unadjusted scores on a measure.

Reactive staffing Done in response to situations or issues.

Realistic job previews (RJPs) Provide both positive and potentially 
negative information to job candidates.

Reasonable accommodation Reasonable steps to accommodate a 
disability that do not cause the employer undue hardship.

Recruiting All organizational practices and decisions that affect 
either the number or types of individuals willing to apply for and 
accept job offers.

Recruiting guide A formal document that details the process to be 
followed when a firm recruits for an open position.

Recruiting yield analysis Tracks the recruiting sources that pro-
duced each applicant and evaluates each recruiting source on the 
basis of relevant criteria including the number and proportion of 
qualified applicants coming from each source and their demographic 
characteristics.

Reliability How dependably, or consistently, a measure assesses a 
particular characteristic.

Reneging Backing out of a contract after it is accepted.

Replacement chart Visually shows each of the possible successors 
for a job and summarizes their present performance, promotion readi-
ness, and development needs.

Replacement planning The process of creating backup candidates 
for specific senior management positions.

Resource-based view of the firm Proposes that a company’s 
resources and competencies can produce a sustained competitive 
advantage by creating value for customers by lowering costs, provid-
ing something of unique value, or some combination of the two.

Restrictive covenant A clause in a contract that requires one party to 
do, or refrain from doing, certain things.

Résumé databases Searchable collections of prescreened résumés 
submitted to the company.

Reviewer profile A profile of the skills, characteristics, and back-
grounds of the most effective recruiters for different positions.

Role An expected pattern or set of behaviors.

Sampling error The variability of sample correlations due to chance.

Scatter plot Graphical illustration of the relationship between two 
variables.

Screening assessment methods Methods that narrow a pool of job 
applicants down to a smaller group of job candidates.

Search firms Independent companies that specialize in the recruit-
ment and placement of particular types of talent.

Selection Assessing job candidates and deciding whom to hire.

Selection errors Not hiring someone who would have been success-
ful at the job or hiring someone who is not successful at the job.

Selection ratio The number of people hired divided by the number 
of applicants.
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Tournament socialization A socialization process whereby each 
stage is an “elimination tournament” and a new hire is out of the orga-
nization if he or she fails.

Trade fairs Events that gather people from a particular industry to 
learn about current topics and products in their field.

Transition analysis A quantitative technique used to analyze internal 
labor markets and forecast internal labor supply.

Trend analysis Using past employment patterns to predict future 
needs.

Unavoidable turnover Turnover an employer could not have 
prevented.

Unit weighting Giving multiple assessments equal weight when 
computing a candidate’s overall score.

Unlawful or discriminatory employment practices Employment 
practices that unfairly discriminate against people with characteristics 
protected by law.

Unstructured interview Questions that vary from candidate to can-
didate and that differ across interviewers.

Validation The cumulative and ongoing process of establishing the 
job relatedness of a measure.

Validity How well a measure assesses a given construct and the 
degree to which you can make specific conclusions or predictions 
based on observed scores.

Validity coefficient A number between 0 and +1 that indicates the 
magnitude of the relationship between a predictor (such as test scores) 
and the criterion (such as a measure of actual job success).

Validity generalization The degree to which evidence of validity 
obtained in one situation can be generalized to another situation with-
out further study.

Variability A measure that describes the “spread” of the data around 
the midpoint.

Variable socialization A socialization process whereby employees 
receive few clues as to when to expect their probationary periods to 
end, and the timeline isn’t necessarily consistent across employees.

Variance A mathematical measure of the spread based on squared 
deviations of scores from the mean.

Voluntary turnover Turnover due to an employee’s choice.

Walk-ins People who apply directly with companies.

Web crawlers Web sites that continually search the Web for infor-
mation about people with desirable talents and sell access to their data-
base of potential recruits.

Weighted application blank A job application on which different 
information receive different weights.

Whole-person approach The practice of using a variety of measures 
and procedures to more fully assess people.

Workforce planning The process of predicting an organization’s 
future employment needs and the availability of current employees 
and external hires to meet those employment needs and execute the 
organization’s business strategy.

Workforce redeployment Moving employees to other parts of the 
company or to other jobs.

Workload-driven forecasting Forecasting based on historical data 
on the average number of hires typically made per recruiter or the 
average number of recruits processed per recruiter over a given period.

Work samples Require a candidate to perform observable work tasks 
or job-related behaviors to predict future job success.

X-raying Searching for pages that are all on the same host site.

Standardization The consistent administration and use of a measure.

Standard scores Converted raw scores that indicate where a person’s 
score lies in comparison to a referent group.

Statistical significance The degree to which the observed relation-
ship is not likely due to sampling error.

Statistical weighting A weighting method using a statistical tech-
nique, such as multiple regression, to assign a different weight to each 
assessment score.

Stereotype threat Awareness of subgroup differences on standard-
ized tests creates frustration among minority test takers and ultimately 
lower test scores.

Stock statistics Compare the percentage of men, women, or minori-
ties employed in a job category with their availability in the relevant 
population of qualified people interested in the position.

Strategic staffing The process of staffing an organization in future-
oriented, goal-directed ways that support the business strategy of the 
organization and enhance its effectiveness.

Strategy A long-term plan of action to achieve a particular goal.

Structured interview method A job analysis method in which sub-
ject matter experts provide information about the job verbally in struc-
tured face-to-face interviews.

Structured interviews Interviews in which candidates are asked 
a series of standardized, job-related questions with predetermined 
scores for different answers.

Structured questionnaire method A job analysis method that 
involves using a list of preplanned questions designed to analyze a job.

Succession management The ongoing process of recruiting, evaluat-
ing, developing, and preparing employees to assume other positions in 
the firm in the future.

Succession management plans Written policies that guide the suc-
cession management process.

Supplementary fit When a person has characteristics that are similar 
to those that already exist in the organization.

Systematic errors Error that occurs because of consistent and pre-
dictable factors.

Talent inventories A detailed record or database that summarizes 
each employee’s skills, competencies, and qualifications.

Talent management Attracting, developing, retaining, and utilizing 
people with the required skills and aptitudes to meet current and future 
business needs.

Talent-oriented staffing Recruiting and even hiring without a spe-
cific job opening.

Talent philosophy A system of beliefs about how a firm’s employees 
should be treated.

Task inventory approach A job analysis method in which job 
experts generate a list of 50 to 200 tasks grouped into categories 
reflecting the job’s major functions; the functions are then evaluated 
on dimensions relevant for selection purposes.

Telecommuting An arrangement whereby employees work from a 
location other than their employer’s facilities, such as their homes.

Temporary workers Nonpermanent workers who can be supplied by 
staffing agencies or directly hired by the company.

Test–retest reliability Reflects the repeatability of scores over time 
and the stability of the underlying construct being measured.

Total rewards A combination of the intrinsic and extrinsic rewards 
related to a particular job.
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