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Planning for and Recruiting
Human Resources

What Do I Need to Know?

Introduction

After reading this chapter, you should
be able to:

Business news often contains stories of layoffs, as

LO1
LO2
LO3

LO4
LO5
LO6

organizations seek cost savings or react to falling demand by cutting their workforce. Recently,
automobile manufacturers reported the lowest
Determine the labor demand for workers in
U.S. sales volume in almost a decade.1 Expecting
various job categories.
slow demand to continue, the companies would
Summarize the advantages and disadvantages
not need to build as many vehicles as in the past.
of ways to eliminate a labor surplus and avoid a
Chrysler, for example, announced that it would
labor shortage.
eliminate shifts at several of its U.S. manufacturDescribe recruitment policies organizations use
to make job vacancies more attractive.
ing facilities. Such a plan generally involves laying off
List and compare sources of job
workers and not replacing any workers who leave
applicants.
voluntarily. In contrast, the situation is far different
Describe the recruiter’s role in the recruitment
for accounting firms, which are actively competprocess, including limits and opportunities.
ing to fill entry-level jobs with qualified candidates.
Many major accounting firms recruit at colleges
and even high schools, seeking interns to establish relationships with high-caliber students even
before they are ready to start their careers.2
As these two examples show, trends and events that affect the economy also create
opportunities and problems in obtaining human resources. When customer demand rises
(or falls), organizations may need more (or fewer) employees. When the labor market
changes—say, when more people go to college or when a sizable share of the population retires—the supply of qualified workers may grow, shrink, or change in nature.
Organizations recently have had difficulty filling information technology jobs because the
demand for people with these skills outstrips the supply. To prepare for and respond to
these challenges, organizations engage in human resource planning—defined in Chapter 1
as identifying the numbers and types of employees the organization will require to meet
its objectives.
Discuss how to plan for human resources
needed to carry out the organization’s strategy.
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This chapter describes how organizations carry out human resource planning. In
the first part of the chapter, we lay out the steps that go into developing and implementing a human resource plan. Throughout each section, we focus especially on
recent trends and practices, including downsizing, employing temporary workers,
and outsourcing. The remainder of the chapter explores the process of recruiting. We
describe the process by which organizations look for people to fill job vacancies and
the usual sources of job candidates. Finally, we discuss the role of recruiters.

The Process of Human Resource Planning
Organizations should carry out human resource planning so as to meet business objectives and gain an advantage over competitors. To do this, organizations need a clear
idea of the strengths and weaknesses of their existing internal labor force. They also
must know what they want to be doing in the future—what size they want the organization to be, what products and services it should be producing, and so on. This
knowledge helps them define the number and kinds of employees they will need.
Human resource planning compares the present state of the organization with its goals
for the future, then identifies what changes it must make in its human resources to
meet those goals. The changes may include downsizing, training existing employees
in new skills, or hiring new employees.
These activities give a general view of HR planning. They take place in the human
resource planning process shown in Figure 5.1. The process consists of three stages:
forecasting, goal setting and strategic planning, and program implementation and
evaluation.

Forecasting
The first step in human resource planning is forecasting, as shown in the top portion of Figure 5.1. In personnel forecasting, the HR professional tries to determine
the supply of and demand for various types of human resources. The primary goal is
to predict which areas of the organization will experience labor shortages or surpluses.

LO1
Discuss how to plan
for human resources
needed to carry out the
organization’s strategy.

Forecasting
The attempts to
determine the supply
of and demand for
various types of
human resources to
predict areas within
the organization
where there will be
labor shortages or
surpluses.

Figure 5.1
Forecasts of
labor demand

Forecasts of
labor supply

Overview of the Human
Resource Planning
Process

Forecasts of labor
surplus or shortage

Goal setting and
strategic planning

Program implementation
and evaluation
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Forecasting supply and demand can use statistical methods or judgment. Statistical methods capture historic trends in a company’s demand for labor. Under the right
conditions, these methods predict demand and supply more precisely than a human
forecaster can using subjective judgment. But many important events in the labor
market have no precedent. When such events occur, statistical methods are of little
use. To prepare for these situations, the organization must rely on the subjective judgments of experts. Pooling their “best guesses” is an important source of ideas about
the future.
LO2
Determine the labor
demand for workers in
various job categories.
Trend Analysis
Constructing and
applying statistical
models that predict
labor demand for
the next year, given
relatively objective
statistics from the
previous year.
Leading Indicators
Objective measures
that accurately predict
future labor demand.

Transitional Matrix
A chart that lists job
categories held in
one period and shows
the proportion of
employees in each of
those job categories in
a future period.
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Forecasting the Demand for Labor
Usually, an organization forecasts demand for specific job categories or skill areas.
After identifying the relevant job categories or skills, the planner investigates the
likely demand for each. The planner must forecast whether the need for people with
the necessary skills and experience will increase or decrease. There are several ways of
making such forecasts.
At the most sophisticated level, an organization might use trend analysis, constructing and applying statistical models that predict labor demand for the next
year, given relatively objective statistics from the previous year. These statistics are
called leading indicators—objective measures that accurately predict future labor
demand. They might include measures of the economy (such as sales or inventory
levels), actions of competitors, changes in technology, and trends in the composition of the workforce and overall population. For example, an industrywide change in
prices may signal a problem related to capacity, which in turn may signal a need for
more or less labor to correct the capacity problem. Thus, when prices for many manufactured goods fell more than 5 percent in early 2007, it was an indicator that sellers’
inventories were getting too large, predicting some of the many job cuts that came
in 2008 as orders and production levels fell.3 On a more detailed scale, Walmart uses
past shopping patterns to predict how many employees will be needed to staff shifts in
each of its stores on any given day and time.4
Statistical planning models are useful when there is a long, stable history that
can be used to reliably detect relationships among variables. However, these models
almost always have to be complemented with subjective judgments of experts. There
are simply too many “once-in-a-lifetime” changes to consider, and statistical models
cannot capture them.
Determining Labor Supply
Once a company has forecast the demand for labor, it needs an indication of the firm’s
labor supply. Determining the internal labor supply calls for a detailed analysis of how
many people are currently in various job categories or have specific skills within the
organization. The planner then modifies this analysis to reflect changes expected in
the near future as a result of retirements, promotions, transfers, voluntary turnover,
and terminations.
One type of statistical procedure that can be used for this purpose is the analysis of
a transitional matrix. This is a chart that lists job categories held in one period and
shows the proportion of employees in each of those job categories in a future period.
It answers two questions: “Where did people who were in each job category go?” and
“Where did people now in each job category come from?” Table 5.1 is an example of
a transitional matrix.
This example lists job categories for an auto parts manufacturer. The jobs listed
at the left were held in 2007; the numbers at the right show what happened to the
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Table 5.1

2010

2007

(1)

(1) Sales manager
(2) Sales representative
(3) Sales apprentice
(4) Assistant plant manager
(5) Production manager
(6) Production assembler
(7) Clerical
(8) Not in organization

.95
.05

(2)
.60
.20

(3)

(4)

.20

(6)

(7)

.50
.90
.10

.00

(5)

.50

.00

.05
.75
.10

.80

.10

.20

.70
.30

(8)
.05
.35
.30
.05
.15
.10
.30

Transitional Matrix:
Example for an Auto Parts
Manufacturer

people in 2010. The numbers represent proportions. For example, .95 means 95 percent of the people represented by a row in the matrix. The column headings under
2010 refer to the row numbers. The first row is sales managers, so the numbers under
column (1) represent people who became sales managers. Reading across the first row,
we see that 95 of the people who were sales managers in 2007 are still sales managers
in 2010. The other 5 percent correspond to position (8), “Not in organization,” meaning the 5 percent of employees who are not still sales managers have left the organization. In the second row are sales representatives. Of those who were sales reps in
2007, 5 percent were promoted to sales manager, 60 percent are still sales reps, and 35
percent have left the organization. In row (3), half (50 percent) of sales apprentices
are still in that job, but 20 percent are now sales reps and 30 percent have left the
organization. This pattern of jobs shows a career path from sales apprentice to sales
representative to sales manager. Of course, not everyone is promoted, and some of the
people leave instead.
Reading down the columns provides another kind of information: the sources of
employees holding the positions in 2010. In the first column, we see that most sales
managers (95 percent) held that same job three years earlier. The other 5 percent
were promoted from sales representative positions.
Skipping over to column (3), half the sales apprentices on the payroll in 2010 held the same job three
years before, and the other half were hired from
outside the organization. This suggests that the
organization fills sales manager positions primarily
through promotions, so planning for this job would
focus on preparing sales representatives. In contrast,
planning to meet the organization’s needs for sales
apprentices would emphasize recruitment and selection of new employees.
Matrices such as this one are extremely useful
for charting historical trends in the company’s supply of labor. More important, if conditions remain
somewhat constant, they can also be used to plan As the average age of many workers in skilled trades grows, the
for the future. For example, if we believe that that coming demand for workers in many trades is expected to outstrip
supply in the United States. There is a potential for employers in
we are going to have a surplus of labor in the pro- some areas to experience a labor shortage because of this. How can
duction assembler job category in the next three HR prepare for this reality? What should be done now to avoid the
years, we can plan to avoid layoffs. Still, historical shortage?
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data may not always reliably indicate future trends. Planners need to combine statistical forecasts of labor supply with expert judgments. For example, managers in the
organization may see that a new training program will likely increase the number
of employees qualified for new openings. Forecasts of labor supply also should take
into account the organization’s pool of skills. Many organizations include inventories of employees’ skills in an HR database. When the organization forecasts that
it will need new skills in the future, planners can consult the database to see how
many existing employees have those skills.
Besides looking at the labor supply within the organization, the planner should
examine trends in the external labor market. The planner should keep abreast of
labor market forecasts, including the size of the labor market, the unemployment rate,
and the kinds of people who will be in the labor market. For example, we saw in
Chapter 2 that the U.S. labor market is aging and that immigration is an important
source of new workers. Important sources of data on the external labor market include
the Occupational Outlook Quarterly and the Monthly Labor Review, published by the
Labor Department’s Bureau of Labor Statistics. Details and news releases are available
at the Web site of the Bureau of Labor Statistics (www.bls.gov).
LO3
Summarize the
advantages and
disadvantages of ways
to eliminate a labor
surplus and avoid a
labor shortage.

Determining Labor Surplus or Shortage
Based on the forecasts for labor demand and supply, the planner can compare the
figures to determine whether there will be a shortage or surplus of labor for each job
category. Determining expected shortages and surpluses allows the organization to
plan how to address these challenges.
Issues related to a labor surplus or shortage can pose serious challenges for the organization. Manufacturers, for example, expect to have difficulty filling skilled-trades
positions such as jobs for ironworkers, machinists, plumbers, and welders. Demand
for these jobs is strong and is likely to continue as important infrastructure such as
bridges and tunnels ages. Also, the average age of tradespeople is rising above 55, and
young people tend not to be attracted to these jobs, assuming, often incorrectly, that
manufacturing-related jobs will be difficult to find or will not pay well.5

Goal Setting and Strategic Planning
The second step in human resource planning is goal setting and strategic planning, as
shown in the middle of Figure 5.1. The purpose of setting specific numerical goals is
to focus attention on the problem and provide a basis for measuring the organization’s
success in addressing labor shortages and surpluses. The goals should come directly
from the analysis of labor supply and demand. They should include a specific figure
indicating what should happen with the job category or skill area and a specific timetable for when the results should be achieved.
For each goal, the organization must choose one or more human resource strategies. A variety of strategies is available for handling expected shortages and surpluses
of labor. The top of Table 5.2 shows major options for reducing an expected labor surplus, and the bottom of the table lists options for avoiding an expected labor shortage.
This planning stage is critical. The options differ widely in their expense, speed,
and effectiveness. Options for reducing a labor surplus cause differing amounts of
human suffering. The options for avoiding a labor shortage differ in terms of how
easily the organization can undo the change if it no longer faces a labor shortage. For
example, an organization probably would not want to handle every expected labor
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Table 5.2

OPTIONS FOR REDUCING A SURPLUS

OPTION

SPEED OF RESULTS

AMOUNT OF SUFFERING CAUSED

Downsizing
Pay reductions
Demotions
Transfers
Work sharing
Hiring freeze
Natural attrition
Early retirement
Retraining

Fast
Fast
Fast
Fast
Fast
Slow
Slow
Slow
Slow

High
High
High
Moderate
Moderate
Low
Low
Low
Low

HR Strategies for
Addressing a Labor
Shortage or Surplus

OPTIONS FOR AVOIDING A SHORTAGE

OPTION

SPEED OF RESULTS

ABILITY TO CHANGE LATER

Overtime
Temporary employees
Outsourcing
Retrained transfers
Turnover reductions
New external hires
Technological innovation

Fast
Fast
Fast
Slow
Slow
Slow
Slow

High
High
High
High
Moderate
Low
Low

shortage by hiring new employees. The process is relatively slow and
involves expenses to find and train new employees. Also, if the shortage
becomes a surplus, the organization will have to consider laying off some
of the employees. Layoffs involve another set of expenses, such as severance pay, and they are costly in terms of human suffering.
Another consideration in choosing an HR strategy is whether the
employees needed will contribute directly to the organization’s success.
Organizations are most likely to benefit from hiring and retaining employees who provide a core competency—that is, a set of knowledge and
skills that make the organization superior to competitors and create value
for customers. At a store, for example, core competencies include choosing merchandise that shoppers want and providing shoppers with excellent service. For other work that is not a core competency—say, cleaning
the store and providing security—the organization may benefit from
using HR strategies other than hiring full-time employees.
Organizations try to anticipate labor surpluses far enough ahead that
they can freeze hiring and let natural attrition (people leaving on their
own) reduce the labor force. Unfortunately for many workers, organizations often stay competitive in a fast-changing environment by responding to a labor surplus with downsizing, which delivers fast results. The
impact is painful for those who lose jobs, as well as those left behind to
carry on without them. To handle a labor shortage, organizations typically hire temporary employees or use outsourcing. Because downsizing,
using temporary employees, and outsourcing are most common, we will
look at each of these in greater detail in the following sections.
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Core Competency
A set of knowledge
and skills that make
the organization
superior to competitors
and create value for
customers.

Cold Stone Creamery employees
give their company the competitive
advantage with their “entertainment
factor.” The company is known to seek
out employees who like to perform and
then “audition” rather than interview
potential employees.
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Downsizing
The planned
elimination of
large numbers of
personnel with the
goal of enhancing
the organization’s
competitiveness.
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Downsizing
As we discussed in Chapter 2, downsizing is the planned elimination of large numbers of personnel with the goal of enhancing the organization’s competitiveness. The
primary reason organizations engage in downsizing is to promote future competitiveness. According to surveys, they do this by meeting four objectives:
1. Reducing costs—Labor is a large part of a company’s total costs, so downsizing is an
attractive place to start cutting costs.
2. Replacing labor with technology—Closing outdated factories, automating, or introducing other technological changes reduces the need for labor. Often, the labor
savings outweigh the cost of the new technology.
3. Mergers and acquisitions—When organizations combine, they often need less bureaucratic overhead, so they lay off managers and some professional staff members.
4. Moving to more economical locations—Some organizations move from one area
of the United States to another, especially from the Northeast and Midwest to
the South and the mountain regions of the West. Although the recent recession hit California, Florida, and Texas particularly hard in terms of the number
of job losses, the longer-term pattern of job movement to the South and West
is expected to continue in the future.6 McDonald’s recently experimented with
staffing drive-up service in Michigan by installing a long-distance connection to
lower-wage workers in North Dakota, who took down orders and relayed them
electronically to the Michigan kitchens.7 Other moves have shifted jobs to other
countries, including Mexico, India, and China, where wages are lower.
Although downsizing has an immediate effect on costs, much of the evidence suggests that it hurts long-term organizational effectiveness. This is especially true for
certain kinds of companies, such as those that emphasize research and development
and where employees have extensive contact with customers.8 The negative effect
of downsizing was especially high among firms that engaged in high-involvement
work practices, such as the use of teams and performance-related pay incentives. As
a result, the more a company tries to compete through its human resources, the more
layoffs hurt productivity.9
Why do so many downsizing efforts fail to meet expectations? There seem to be
several reasons. First, although the initial cost savings give a temporary boost to profits, the long-term effects of an improperly managed downsizing effort can be negative. Downsizing leads to a loss of talent, and it often disrupts the social networks
through which people are creative and flexible.10 Unless the downsizing is managed
well, employees feel confused, demoralized, and even less willing to stay with the
organization. Organizations may not take (or even know) the steps that can counter
these reactions—for example, demonstrating how they are treating employees fairly,
building confidence in the company’s plans for a stronger future, and showing the
organization’s commitment to behaving responsibly with regard to all its stakeholders,
including employees, customers, and the community.11
Also, many companies wind up rehiring. Downsizing campaigns often eliminate
people who turn out to be irreplaceable. In one survey, 80 percent of the firms that
had downsized later replaced some of the very people they had laid off. In one Fortune
100 firm, a bookkeeper making $9 an hour was let go. Later, the company realized she
knew many things about the company that no one else knew, so she was hired back
as a consultant—for $42 an hour.12 However, recent trends in employment suggest
that companies will not rehire employees for many of the jobs eliminated when they
restructured, introduced automation, or moved work to lower-cost regions.13
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Finally, downsizing efforts often fail because employees who survive the purge
become self-absorbed and afraid to take risks. Motivation drops because any hope
of future promotions—or any future—with the company dies. Many employees start
looking for other employment opportunities. The negative publicity associated with
a downsizing campaign can also hurt the company’s image in the labor market, so it is
harder to recruit employees later.
Many problems with downsizing can be reduced with better planning. Instead of
slashing jobs across the board, successful downsizing makes surgical strategic cuts that
improve the company’s competitive position, and management addresses the problem of employees becoming demoralized. Boeing learned this lesson the hard way
in the 1990s, when it reduced its workforce by letting workers choose whether they
wanted to accept a buyout package in exchange for leaving. Workers with the most
experience (and best prospects elsewhere) were most likely to leave, so when Boeing’s
orders increased and it needed to rehire later, it was competing in the labor market for
the best people. To avoid that situation when it needed to cut 10,000 jobs in 2009,
Boeing avoided voluntary reductions and instead required managers to pick which
employees’ positions would be eliminated.14

Reducing Hours
Given the limitations of downsizing, many organizations are more carefully considering other avenues for eliminating a labor surplus (shown in Table 5.2). One
alternative seen as a way to spread the burden more fairly is cutting work hours,
generally with a corresponding reduction in pay. Besides the thought that this is a
more equitable way to weather a slump in demand, companies choose a reduction
in work hours because it is less costly than layoffs requiring severance pay, and it is
easier to restore the work hours than to hire new employees after a downsizing effort.
Window maker Pella, for example, put its employees on a four-day workweek, and
Dell Computer offered its employees a chance to take extra (unpaid) days off at the
end of the year.15

focus on

social
responsibility

Early-Retirement Programs
Another popular way to reduce a labor surplus is with an early-retirement program.
As we discussed in Chapter 2, the average age of the U.S. workforce is increasing. But
even though many baby boomers are approaching traditional retirement age, early
indications are that this group has no intention of retiring soon.16 Reasons include
improved health of older people, jobs becoming less physically demanding, concerns
about the long-term viability of Social Security and pensions, the recent drop in the
value of older workers’ retirement assets (especially stock funds and home values), and
laws against age discrimination. Under the pressures associated with an aging labor
force, many employers try to encourage older workers to leave voluntarily by offering
a variety of early-retirement incentives. The more lucrative of these programs succeed
by some measures. Research suggests that these programs encourage lower-performing
older workers to retire.17 Sometimes they work so well that too many workers retire.
Many organizations are moving from early-retirement programs to phasedretirement programs. In a phased-retirement program, the organization can continue to
enjoy the experience of older workers while reducing the number of hours that these
employees work, as well as the cost of those employees. This option also can give
older employees the psychological benefit of easing into retirement, rather than being
thrust entirely into a new way of life.18
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Employing Temporary and Contract Workers
While downsizing has been a popular way to reduce a labor surplus, the most widespread methods for eliminating a labor shortage are hiring temporary and contract
workers and outsourcing work. Employers may arrange to hire a temporary worker
through an agency that specializes in linking employers with people who have the
necessary skills. The employer pays the agency, which in turn pays the temporary
worker. Employers also may contract directly with individuals, often professionals, to
provide a particular service.
To use this source of labor effectively, employers need to overcome some disadvantages. In particular, temporary and contract workers may not be as committed
to the organization, so if they work directly with customers, that attitude may spill
over and affect customer loyalty. Therefore, many organizations try to use permanent
employees in key jobs and use temporary and contract workers in ways that clearly
supplement—and do not potentially replace—the permanent employees.19
Temporary Workers
As we saw in Chapter 2, the federal government estimated that organizations are using
over a million temporary workers. Temporary employment is popular with employers
because it gives them flexibility they need to operate efficiently when demand for
their products changes rapidly.
In addition to flexibility, temporary employment offers lower costs. Using temporary workers frees the employer from many administrative tasks and financial burdens
associated with being the “employer of record.” The cost of employee benefits, including health care, pension, life insurance, workers’ compensation, and unemployment
insurance, can account for 40 percent of payroll expenses for permanent employees.
Assuming the agency pays for these benefits, a company using temporary workers may
save money even if it pays the agency a higher rate for that worker than the usual
wage paid to a permanent employee.
Agencies that provide temporary employees also may handle some of the tasks
associated with hiring. Small companies that cannot afford their own testing programs often get employees who have been tested by a temporary agency. Many temporary agencies also train employees before sending them to employers. This reduces
employers’ training costs and eases the transition for the temporary worker and
employer.
Finally, temporary workers may offer value not available from permanent employees. Because the temporary worker has little experience at the employer’s organization, this person brings an objective point of view to the organization’s problems and
procedures. Also, a temporary worker may have a great deal of experience in other
organizations that can be applied to the current assignment.
To obtain these benefits, organizations need to overcome the disadvantages associated with temporary workers. For example, tension can develop between temporary
and permanent employees. For suggestions on how to address this challenge, see the
“HR How To” box.
Employee or Contractor?
Besides using a temporary-employment agency, a company can obtain workers for
limited assignments by entering into contracts with them. If the person providing the
services is an independent contractor, rather than an employee, the company does
not pay employee benefits, such as health insurance and vacations. As with using
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USING TEMPORARY EMPLOYEES AND CONTRACTORS
Many full-time employees perceive temporary workers as a
threat to their own job security.
Such an attitude can interfere with
cooperation and, in some cases,
lead to outright sabotage if the
situation is not well managed.
One way organizations should
manage this situation is to complete any downsizing efforts
before bringing in temporary or
contract workers. Surviving a
downsizing is almost like experiencing a death in the family.
A decent time interval needs
to occur before new temporary
workers are introduced. Without
the delay, the surviving employees will associate the downsizing
effort (which was a threat) with the
new temporary employees (who

could be perceived as outsiders
brought in to replace old friends).
If an upswing in demand follows
a downsizing effort, the organization should probably begin meeting its expanded demand for
labor by granting overtime to core
employees. If the demand persists, the organization will be more
certain that the upswing will last
and future layoffs will be unnecessary. The extended stretches of
overtime will eventually tax the
full-time employees, so they will
accept using temporary workers
to help lessen their load.
The organization may also try
to select “nonthreatening” temporary workers, especially those
who enjoy temporary assignments for their variety or flexibility.

Many temporary-staffing firms
attract people with this outlook.
Organizations that use temporary or contract workers must
avoid treating them as secondclass citizens. One way to do this
is to ensure that the temporary
agency provides temporaries
with benefits that are comparable
with those enjoyed by the organization’s permanent workers.
For example, one temporary
agency, MacTemps, gives its
workers long-term health coverage, full disability insurance, and
complete dental coverage. This
not only reduces the benefit gap
between the temporary and permanent workers but also helps
attract the best temporary workers in the first place.

temporary employees, the savings can be significant, even if the contractor works at
a higher rate of pay.
Consultants at PricewaterhouseCoopers suggest that information technology will
make it so practical for contractors and employers to find each other that some contractors will form networks of talented, specialized workers. Instead of competing for
full-time talent, companies will simply use contractors from these networks as needed.
Companies could even contract for management talent to handle particular projects
or solve short-term problems. Charles Grantham of a research group called Work
Design Collaborative sees evidence that the main force slowing this trend has been
the difficulty of getting and affording health insurance outside of traditional employment. If that barrier is removed, more employees might prefer independent-contractor
status.20
This strategy carries risks, however. If the person providing the service is a contractor and not an employee, the company is not supposed to directly supervise the
worker. The company can tell the contractor what criteria the finished assignment
should meet but not, for example, where or what hours to work. This distinction
is significant, because under federal law, if the company treats the contractor as an
employee, the company has certain legal obligations, described in Part 4, related to
matters such as overtime pay and withholding taxes.
When an organization wants to consider using independent contractors as a way to
expand its labor force temporarily, human resource professionals can help by alerting
the company to the need to verify that the arrangement will meet the legal requirements. A good place to start is with the advice to small businesses at the Internal
133
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Revenue Service Web site (www.irs.gov); search for “independent contractor” to find
links to information and guidance. In addition, the organization may need to obtain
professional legal advice.

Outsourcing
Contracting with
another organization to
perform a broad set of
services.

Outsourcing
Instead of using a temporary or contract employee to fill a single job, an organization
might want a broader set of services. Contracting with another organization to perform a broad set of services is called outsourcing. Organizations use outsourcing as a
way to operate more efficiently and save money. They choose outsourcing firms that
promise to deliver the same or better quality at a lower cost. One reason they can do
this is that the outside company specializes in the service and can benefit from economies of scale (the economic principle that producing something in large volume tends
to cost less for each additional unit than producing in small volume). This efficiency
is often the attraction for outsourcing human resource functions such as payroll. Costs
also are lower when the outsourcing firm is located in a part of the world where wages
are relatively low. The labor forces of countries such as China, India, Jamaica, and
those in Eastern Europe have been creating an abundant supply of labor for unskilled
and low-skilled work.
The first uses of outsourcing emphasized manufacturing and routine tasks. However,
technological advances in computer networks and transmission have speeded up the
outsourcing process and have helped it spread beyond manufacturing areas and lowskilled jobs. For example, DuPont moved legal services associated with its $100 million asbestos case litigation to a team of lawyers working in the Philippines. The work
is a combination of routine document handling and legal judgments such as determining the relevance of a document to the case. Salaries for lawyers and paralegals in the
Philippines are about one-fifth the cost of their counterparts in the United States.21
Outsourcing may be a necessary way to operate as efficiently as competitors, but
it does pose challenges. Quality-control problems, security violations, and poor customer service have sometimes wiped out the cost savings attributed to lower wages. To
ensure success with an outsourcing strategy, companies should follow these guidelines:
• Learn about what the provider can do for the company, not just the costs. Make
sure the company has the necessary skills, including an environment that can meet
standards for clear communication, on-time shipping, contract enforcement, fair
labor practices, and environmental protection. Some companies are keeping outsourcing work near or inside the United States in order to meet this full set of
requirements.22
• Do not offshore any work that is proprietary or requires tight security.23
• Start small and monitor the work closely, especially in the beginning, when problems are most likely.24
• Look for opportunities to outsource work in areas that promote growth, for example, by partnering with experts who can help the organization tap new markets.25

Overtime and Expanded Hours
Organizations facing a labor shortage may be reluctant to hire employees, even temporary workers, or to commit to an outsourcing arrangement. Especially if the organization expects the shortage to be temporary, it may prefer an arrangement that is
simpler and less costly. Under some conditions, these organizations may try to garner
more hours from the existing labor force, asking them to go from part-time to fulltime status or to work overtime.
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A major downside of overtime is that the employer must pay nonmanagement
employees one-and-a-half times their normal wages for work done overtime. Even
so, employers see overtime pay as preferable to the costs of hiring and training new
employees. The preference is especially strong if the organization doubts that the current higher level of demand for its products will last long.
For a short time at least, many workers appreciate the added compensation for
working overtime. Over extended periods, however, employees feel stress and frustration from working long hours. Overtime therefore is best suited for short-term labor
shortages.

Implementing and Evaluating the HR Plan
For whatever HR strategies are selected, the final stage of human resource planning
involves implementing the strategies and evaluating the outcomes. This stage is represented by the bottom part of Figure 5.1. When implementing the HR strategy, the
organization must hold some individual accountable for achieving the goals. That
person also must have the authority and resources needed to accomplish those goals. It
is also important that this person issue regular progress reports, so the organization can
be sure that all activities occur on schedule and that the early results are as expected.
Implementation that ties planning and recruiting to the organization’s strategy and
to its efforts to develop employees becomes a complete program of talent management.
As described in the “eHRM” box, today’s computer systems have made talent management more practical.
In evaluating the results, the most obvious step is checking whether the organization has succeeded in avoiding labor shortages or surpluses. Along with measuring
these numbers, the evaluation should identify which parts of the planning process
contributed to success or failure. For example, consider a company where meeting
human resource needs requires that employees continually learn new skills. If there
is a gap between needed skills and current skill levels, the evaluation should consider
whether the problem lies with failure to forecast the needed skills or with implementation. Are employees signing up for training, and is the right kind of training available?

Applying HR Planning to Affirmative Action
As we discussed in Chapter 3, many organizations have a human resource strategy that
includes affirmative action to manage diversity or meet government requirements.
Meeting affirmative-action goals requires that employers carry out an additional level
of human resource planning aimed at those goals. In other words, besides looking at
its overall workforce and needs, the organization looks at the representation of subgroups in its labor force—for example, the proportion of women and minorities.
Affirmative-action plans forecast and monitor the proportion of employees who
are members of various protected groups (typically, women and racial or ethnic
minorities). The planning looks at the representation of these employees in the organization’s job categories and career tracks. The planner can compare the proportion
of employees who are in each group with the proportion each group represents in the
labor market. For example, the organization might note that in a labor market that is
25 percent Hispanic, 60 percent of its customer service personnel are Hispanic. This
type of comparison is called a workforce utilization review. The organization can
use this process to determine whether there is any subgroup whose proportion in the
relevant labor market differs substantially from the proportion in the job category.
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eHRM
TALENT MANAGEMENT AT NORTH SHORE–LONG ISLAND JEWISH
HEALTH SYSTEM
The North Shore–Long Island Jewish Health System (NS-LI), based
in Great Neck, New York, encompasses 15 hospitals. Given the
challenges of a tight labor market
in the health care industry and
the fact that good employees are
literally a life-or-death matter in a
hospital, the need to manage this
talent is intense.
To keep track of its needs and
existing resources while planning
for the future, NS-LI uses a computerized talent management system from Taleo Corporation. The
software gathers information on
the organization’s HR goals, recruiting efforts, employee performance

LO4
Describe recruitment
policies organizations
use to make job
vacancies more
attractive.

reviews, and more. Using data
from the system, NS-LI is making
better hiring decisions that match
applicants to jobs, so turnover has
fallen. Recruiting ads are delivering better results, because data
show which sources provide the
best returns in terms of candidates
actually hired. The organization is
also filling positions faster, now
that it can easily find information
in the system.
The power of a system like
Taleo’s is it shows users how HR
efforts in one area affect results
across all areas—for example,
whether recruiting sources are
efficiently generating hires of

high-performing employees. At
one time, software like Taleo’s
would have been impractical for
all but giant corporations. However, greater processing power
of today’s computers makes the
system affordable for even many
small businesses.
Source: Mitch Betts, “Talent Management Yields Dramatic ROI,” Computerworld, November 16, 2009, Business
& Company Resource Center, http://
galenet.galegroup.com; and Norm
Alster, “Taleo Corp., Dublin, California:
Demand Stays Strong for Software That
Sorts Out Job Applications,” Investor’s Business Daily, January 20, 2010,
Business & Company Resource Center,
http://galenet.galegroup.com.

If the workforce utilization review indicates that some group—for example, African
Americans—makes up 35 percent of the relevant labor market for a job category but
that this same group constitutes only 5 percent of the employees actually in the job
category at the organization, this is evidence of underutilization. That situation could
result from problems in selection or from problems in internal movement (promotions
or other movement along a career path). One way to diagnose the situation would be to
use transitional matrices, such as the matrix shown in Table 5.1 earlier in this chapter.
The steps in a workforce utilization review are identical to the steps in the HR planning process that were shown in Figure 5.1. The organization must assess current utilization patterns, then forecast how they are likely to change in the near future. If these
analyses suggest the organization is underutilizing certain groups and if forecasts suggest
this pattern is likely to continue, the organization may need to set goals and timetables for changing. The planning process may identify new strategies for recruitment or
selection. The organization carries out these HR strategies and evaluates their success.

Recruiting Human Resources
Recruiting
Any activity carried
on by the organization
with the primary
purpose of identifying
and attracting potential
employees.

As the first part of this chapter shows, it is difficult to always predict exactly how
many (if any) new employees the organization will have to hire in a given year in
a given job category. The role of human resource recruitment is to build a supply of
potential new hires that the organization can draw on if the need arises. In human
resource management, recruiting consists of any practice or activity carried on by
the organization with the primary purpose of identifying and attracting potential
employees.26 It thus creates a buffer between planning and the actual selection of new
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employees (the topic of the next chapter). The goals of recruiting (encouraging qualified people to apply for jobs) and selection (deciding which candidates would be the
best fit) are different enough that they are most effective when performed separately,
rather than combined as in a job interview that also involves selling candidates on
the company.27
Because of differences in companies’ strategies, they may assign different degrees
of importance to recruiting.28 In general, however, all companies have to make decisions in three areas of recruiting: personnel policies, recruitment sources, and the
characteristics and behavior of the recruiter. As shown in Figure 5.2, these aspects of
recruiting have different effects on whom the organization ultimately hires. Personnel
policies influence the characteristics of the positions to be filled. Recruitment sources
influence the kinds of job applicants an organization reaches. And the nature and
behavior of the recruiter affect the characteristics of both the vacancies and the applicants. Ultimately, an applicant’s decision to accept a job offer—and the organization’s
decision to make the offer—depend on the match between vacancy characteristics
and applicant characteristics.
The remainder of this chapter explores these three aspects of recruiting: personnel
policies, recruitment sources, and recruiter traits and behaviors.

Personnel Policies
An organization’s personnel policies are its decisions about how it will carry out human
resource management, including how it will fill job vacancies. These policies influence the nature of the positions that are vacant. According to the research on recruitment, it is clear that characteristics of the vacancy are more important than recruiters
or recruiting sources for predicting job choice.29 Several personnel policies are especially relevant to recruitment:
• Internal versus external recruiting—Organizations with policies to “promote from
within” try to fill upper-level vacancies by recruiting candidates internally—that
is, finding candidates who already work for the organization. Opportunities for
advancement make a job more attractive to applicants and employees, as illustrated by the example in the “Best Practices” box. Decisions about internal versus
external recruiting affect the nature of jobs, recruitment sources, and the nature of
applicants, as we will describe later in the chapter.
Job Choice
Personnel
policies

Vacancy
characteristics

Recruiter
traits and
behaviors

Job
choice

Figure 5.2
Recruitment
sources

Three Aspects of
Recruiting

Applicant
characteristics

Recruitment Influences
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Best Practices
ROOM TO BLOOM AND GROW AT FOUR SEASONS
Four Seasons Hotels and Resorts
is known worldwide for its luxurious hotels and impeccable service. Extraordinary service, of
course, comes only from extraordinary people, so matching the
right people to the right jobs is
essential. Employees are enormously proud of the Four Seasons, and for a dozen years, it has
been repeatedly named one of
Fortune magazine’s best companies to work for. And where better
to find these extraordinary people
than from among the company’s
existing ranks? It’s no surprise
then that regional marketing
director Judith Dumrauf says,
“Our culture is to promote from
within.”
That culture allowed an
unusual career path for Elizabeth
Knox. After working in hotels
while in graduate school, Knox
took a job with Four Seasons as
director of room service in its
Philadelphia hotel. But much as
she liked the position, she found

Employment at Will
Employment
principle that if
there is no specific
employment contract
saying otherwise,
the employer or
employee may end
an employment
relationship at any
time, regardless of
cause.

that she had little contact with
guests, and she missed the interaction. Knox decided she would
like to move into the catering end
of the business.
Knox approached management with her idea, but there was
a problem: she didn’t have all the
skills she needed for the required
office work. In fact, she couldn’t
type. To learn the skills she would
need, she would have to move
from her management job to a
low-level position and restart
from the ground up. Many organizations would discourage such an
idea, but Four Seasons gave Knox
the green light. She went from
manager to administrative assistant, answering phones on the job
and practicing how to type after
hours. Meanwhile, Knox learned
how to plan meetings and parties.
Eventually, she was promoted to
catering manager.
After six years as a catering
manager, Knox won promotion to assistant director of the

department. Then her boss, the
director, left for another position, and Knox became the acting director. She carried out her
responsibilities so enthusiastically that Four Seasons awarded
her a prize—a week’s vacation
at any Four Seasons hotel or
resort—for being its best catering
manager that year. Soon thereafter, the company appointed
Knox the department’s permanent
director.
Could Four Seasons have found
such a dedicated manager from
outside its walls? Perhaps. But
Knox’s wholesale dedication to
learning the business would be
hard to beat.
Sources: Monica Yant Kinney, “Sidestepping to Move Up,” Philadelphia
Inquirer, March 14, 2010, Business &
Company Resource Center, http://
galenet.galegroup.com; and David
Segal, “Pillow Fights at the Four Seasons,” The New York Times, June 28,
2009, Business & Company Resource
Center, http://galenet.galegroup.com.

• Lead-the-market pay strategies—Pay is an important job characteristic for almost
all applicants. Organizations have a recruiting advantage if their policy is to take
a “lead-the-market” approach to pay—that is, pay more than the current market
wages for a job. Higher pay can also make up for a job’s less desirable features, such
as working on a night shift or in dangerous conditions. Organizations that compete
for applicants based on pay may use bonuses, stock options, and other forms of pay
besides wages and salaries. Chapters 11 and 12 will take a closer look at these and
other decisions about pay.
• Employment-at-will policies—Within the laws of the state where they are operating,
employers have latitude to set polices about their rights in an employment relationship. A widespread policy follows the principle of employment at will, which
holds that if there is no specific employment contract saying otherwise, the employer
or employee may end an employment relationship at any time. An alternative is
to establish extensive due-process policies, which formally lay out the steps an
employee may take to appeal an employer’s decision to terminate that employee.
An organization’s lawyers may advise the company to ensure that all recruitment
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documents say the employment is “at will,” to protect the
company from lawsuits about wrongful discharge. Management must decide how to weigh any legal advantages against
the impact on recruitment. Job applicants are more attracted
to organizations with due-process policies, which imply
greater job security and concern for protecting employees,
than to organizations with employment-at-will policies.30
• Image advertising—Besides advertising specific job openings,
as discussed in the next section, organizations may advertise
themselves as a good place to work in general. Advertising
designed to create a generally favorable impression of the
organization is called image advertising. Image advertising is
particularly important for organizations in highly competitive labor markets that perceive themselves as having a bad
image.31 Research suggests that the image of an organization’s brand—for example, innovative, dynamic, or fun—
influences the degree to which a person feels attracted to
the organization.32 This attraction is especially true if the
person’s own traits seem to match those of the organization. Also, job applicants seem to be particularly sensitive
to issues of diversity and inclusion in image advertising, so
organizations should ensure that their image advertisements
reflect the broad nature of the labor market from which they
intend to recruit.33

Image advertising, such as in this campaign to
recruit nurses, promotes a whole profession or
organization as opposed to a specific job opening.
This ad is designed to create a positive impression
of the profession, which is now facing a shortage of
workers

Recruitment Sources
Another critical element of an organization’s recruitment strategy is its decisions
about where to look for applicants. The total labor market is enormous and spread
over the entire globe. As a practical matter, an organization will draw from a small
fraction of that total market. The methods the organization chooses for communicating its labor needs and the audiences it targets will determine the size and nature of
the labor market the organization taps to fill its vacant positions.34 A person who
responds to a job advertisement on the Internet is likely to be different from a person
responding to a sign hanging outside a factory. The “Did You Know?” box presents
some data on sources of recruitment. Each of the major sources from which organizations draw recruits has advantages and disadvantages.

Internal Sources
As we discussed with regard to personnel policies, an organization may emphasize
internal or external sources of job applicants. Internal sources are employees who
currently hold other positions in the organization. Organizations recruit existing
employees through job posting, or communicating information about the vacancy
on company bulletin boards, in employee publications, on corporate intranets, and
anywhere else the organization communicates with employees. Managers also may
identify candidates to recommend for vacancies. Policies that emphasize promotions
and even lateral moves to achieve broader career experience can give applicants a
favorable impression of the organization’s jobs. The use of internal sources also affects
what kinds of people the organization recruits.
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Did You Know?
Four in Ten Positions Are Filled with Insiders
In a survey of large, well-known
businesses, respondents said over
one-third of positions are filled
with people who already work for
the company and accept a promotion or transfer.

Source: Gerry Crispin and Mark
Mehler, “CareerXroads 9th Annual
Source of Hire Study,” February 2010,
www.careerxroads.com. (This report
includes 2008 data for sources of hire

because the authors believe 2009 is not
representative.)

Sources of Hire

All External
Sources, 61%

Internal
Movement,
39%

Note: “Internal movement” refers to
jobs filled from employees currently
in the company who are referred
by managers or receive promotions
or transfers; “all external sources”
refers to employees found using
sources outside the company such
as electronic recruiting from company or job Web sites, employment
agencies, colleges and universities,
walk-in applicants, newspaper ads,
and referrals.

For the employer, relying on internal sources offers several advantages.35 First, it
generates applicants who are well known to the organization. In addition, these applicants are relatively knowledgeable about the organization’s vacancies, which minimizes the possibility they will have unrealistic expectations about the job. Finally,
filling vacancies through internal recruiting is generally cheaper and faster than looking outside the organization.
The value of a strong internal hiring system can be seen in the leadership of North
Jersey Federal Credit Union. The credit union’s chief executive, Lourdes Cortez, has
been with the credit union for more than 20 years, starting out as a teller. From that
entry-level position, Cortez worked her way into management. Along the way, she
held jobs in almost every department (skipping only accounting) and got to know the
organization’s members (credit union customers) firsthand. Explaining her strengths,
Cortez says, “Having worked my way up at the credit union absolutely gives me a
number of different perspectives. I’ve worked in every department, so I have respect
for employees in those positions, and I relate better to membership because I’ve dealt
with them on a one-on-one basis.”36

External Sources
Despite the advantages of internal recruitment, organizations often have good reasons
to recruit externally.37 For entry-level positions and perhaps for specialized upper-level
positions, the organization has no internal recruits from which to draw. Also, bringing
in outsiders may expose the organization to new ideas or new ways of doing business.
An organization that uses only internal recruitment can wind up with a workforce
whose members all think alike and therefore may be poorly suited to innovation.38
140
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And finally, companies that are able to grow during a slow economy can gain a competitive edge by hiring the best talent when other organizations are forced to avoid
hiring, freeze pay increases, or even lay off talented people.39 So organizations often
recruit through direct applicants and referrals, advertisements, employment agencies,
schools, and Web sites. Figure 5.3 shows which of these sources are used most among
large companies surveyed.

Direct Applicants and Referrals
Even without a formal effort to reach job applicants, an organization may hear from
candidates through direct applicants and referrals. Direct applicants are people
who apply for a vacancy without prompting from the organization. Referrals are
people who apply because someone in the organization prompted them to do so.
According to the survey results shown in Figure 5.3, the largest share (over onefourth) of new employees hired by large companies came from referrals, and the next
largest share (over 22 percent) came from direct applications made at the employer’s
Source

Direct Applicants
People who apply for
a vacancy without
prompting from the
organization.
Referrals
People who apply for
a vacancy because
someone in the
organization prompted
them to do so.

Figure 5.3
External Recruiting
Sources

Referrals
Company Web site
Job boards
Direct sourcing*
College recruiting
Rehiring former employees
Print/media ads
Walk-ins
Employment agencies
Career fairs
Hiring temporary employees
as permanent
Other sources
5

10
15
20
25
Percent of Employees Hired

30

*

Direct sourcing includes research by the employer, such as searching internal databases of résumés and social-networking
Web sites to identify and contact people who seem to be well-qualified but did not apply.
SOURCE: Gerry Crispin and Mark Mehler, “CareerXroads 9th Annual Source of Hire Study,” February 2010, www.
careerxroads.com (data for 2009).
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Nepotism
The practice of hiring
relatives.

Web site.40 These two sources of recruits share some characteristics that make them
excellent pools from which to draw.
One advantage is that many direct applicants are to some extent already “sold”
on the organization. Most have done some research and concluded there is enough
fit between themselves and the vacant position to warrant submitting an application, a process called self-selection, which, when it works, eases the pressure on the
organization’s recruiting and selection systems. A form of aided self-selection occurs
with referrals. Many job seekers look to friends, relatives, and acquaintances to help
find employment. Using these social networks not only helps the job seeker but also
simplifies recruitment for employers.41 Current employees (who are familiar with the
vacancy as well as the person they are referring) decide that there is a fit between the
person and the vacancy, so they convince the person to apply for the job.
An additional benefit of using such sources is that it costs much less than formal
recruiting efforts. Considering these combined benefits, referrals and direct applications are among the best sources of new hires. Some employers offer current employees
financial incentives for referring applicants who are hired and perform acceptably on
the job (for example, if they stay 180 days). Other companies such as Google and SAS
play off their good reputations in the labor market to generate direct applications.
SAS, a Cary, North Carolina–based developer of business systems, is so well known in
the software industry for its generous workplace benefits and challenging assignments
that recruiting is a bargain—partly because so many people go to the company looking for jobs and partly because they tend to stick around when they are hired.42
The major downside of referrals is that they limit the likelihood of exposing the
organization to fresh viewpoints. People tend to refer others who are like themselves.
Furthermore, sometimes referrals contribute to hiring practices that are or that appear
unfair, an example being nepotism, or the hiring of relatives. Employees may resent
the hiring and rapid promotion of “the boss’s son” or “the boss’s daughter,” or even the
boss’s friend.

Advertisements in Newspapers and Magazines
Open almost any newspaper or magazine and you can find advertisements of job
openings. These ads typically generate a less desirable group of applicants than direct
applications or referrals, and do so at greater expense. However, few employers can
fill all their vacancies purely through direct applications and referrals, so they usually
need to advertise. An employer can take many steps to increase the effectiveness of
recruitment through advertising.
The person designing a job advertisement needs to answer two questions:
What do we need to say?
To whom do we need to say it?

With respect to the first question, an ad should give readers enough information
to evaluate the job and its requirements, so they can make a well-informed judgment
about their qualifications. Providing enough information may require long advertisements, which cost more. The employer should evaluate the additional costs against
the costs of providing too little information: Vague ads generate a huge number of
applicants, including many who are not reasonably qualified or would not accept
the job if they learned more about it. Reviewing all these applications to eliminate
unsuitable applicants is expensive. In practice, the people who write job advertisements tend to overstate the skills and experience required, perhaps generating too few
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qualified candidates. For example, some have blamed the shortage of qualified engineers in America on job advertising that requires experience with particular processes
or software programs, rather than looking for broader abilities that can be transferred
to new applications.43
Specifying whom to reach with the message helps the advertiser decide where to
place the ad. Ads placed in the classified section of local newspapers are relatively
inexpensive yet reach many people in a specific geographic area who are currently
looking for work (or at least interested enough to be reading the classifieds). On the
downside, this medium offers little ability to target skill levels. Typically, many of
the people reading classified ads are either over- or underqualified for the position.
Also, people who are not looking for work rarely read the classifieds. These people
may include candidates the organization could lure from their current employers. For
reaching a specific part of the labor market, including certain skill levels and more
people who are employed, the organization may get better results from advertising
in professional or industry journals. Some employers also advertise on television—
particularly cable television.44

Electronic Recruiting
In recent years, employers have shifted using their spending on job advertisements
away from print ads to online job advertising or a combination of the two. A recent
survey by the Conference Board found that the number of online job ads rose by 24
percent over the previous year.45 Online recruiting generally involves posting career
information at company Web sites to address people who are interested in the particular company and posting paid advertisements at career services to attract people
who are searching for jobs. Company’s are also visiting network sites such as Linked
In and Facebook to find job candidates. The “HR Oops!” Box illustrates the potential
danger of using social networking sites for recruiting.
Most large companies and many smaller ones make career information available at
their Web sites. To make that information easier to find, they may register a domain
name with a “.jobs” extension, such as www.starbucks.jobs for a link to information
about careers at Starbucks and www.unionpacific.jobs for information about careers at
Union Pacific. To be an effective recruiting tool, corporate career information should
move beyond generalities, offering descriptions of open positions and an easy way
to submit a résumé. One of the best features of this kind of electronic recruiting is
the ability to target and attract job candidates whose values match the organization’s
values and whose skills match the job requirements.46 Candidates also appreciate an
e-mail response that the company has received the résumé—especially a response
that gives a timetable about further communications from the company.
Accepting applications at the company Web site is not so successful for smaller
and less well-known organizations, because fewer people are likely to visit the Web
site. These organizations may get better results by going to the Web sites that are
set up to attract job seekers, such as Monster, Yahoo HotJobs, and CareerBuilder,
which attract a vast array of applicants. At these sites, job seekers submit standardized résumés. Employers can search the site’s database for résumés that include specified key terms, and they can also submit information about their job opportunities,
so that job seekers can search that information by key term. With both employers
and job seekers submitting information to and conducting searches on them, these
sites offer an efficient way to find matches between job seekers and job vacancies.
However, a drawback is that the big job Web sites can provide too many leads of
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HR Oops!
When Social Networking Gets Too “Social”
Along with inviting applications
at Web sites and posting ads on
job boards, today’s recruiters
often visit networking sites like
Facebook and LinkedIn to find
potential candidates with suitable interests and experience.
But sometimes the efforts get
awkward.
HR
professional
Michael
Janas, for example, landed an
executive job through LinkedIn
but thinks recruiters occasionally
get sloppy. For example, he has
known recruiters to ask early on
about a candidate’s year of graduation from college, a tactic that
could support age discrimination.
He also says some recruiters rely
too much on easy assumptions

about what they see when
they need to go deeper into the
details of a potential candidate’s
background.
And, of course, there are the
horror stories of people who
post information that works
against them in a job search.
Author and social-media expert
Sarah Browne recalls a part-time
employee who was being considered for a full-time position.
Unfortunately for that employee,
he posted a message on Facebook that he’d be unable to
attend a party because his boss
was so demanding. Instead of
giving him the job, the boss fired
him later for poor professional
judgment.

Source: Based on Julie Vallone, “Job
Seekers Employing Social Networking:
A Way to Build Connections,” Investor’s
Business Daily, December 22, 2009,
Business & Company Resource Center,
http://galenet.galegroup.com.

Questions
1. What kinds of information
do you think recruiters can
legitimately expect to learn
on a social-networking site?
What would they have to learn
elsewhere?
2. How do you protect
yourself from appearing
unprofessional when you
use social-networking sites
or other public Internet
communications?

inferior quality because they are so huge and serve all job seekers and employers,
not a select segment.
Because of this limitation of the large Web sites, smaller, more tailored Web sites
called “niche boards” focus on certain industries, occupations, or geographic areas.
Telecommcareers.net, for example, is a site devoted to, as the name implies, the telecommunications industry. CIO.com, a companion site to CIO Magazine, specializes
in openings for chief information officers. In addition, companies can improve the
effectiveness of online advertising by employing more interactive tools, such as social
networking.

Public Employment Agencies
The Social Security Act of 1935 requires that everyone receiving unemployment
compensation be registered with a local state employment office. These state employment offices work with the U.S. Employment Service (USES) to try to ensure that
unemployed individuals eventually get off state aid and back on employer payrolls.
To accomplish this, agencies collect information from the unemployed people about
their skills and experience.
Employers can register their job vacancies with their local state employment
office, and the agency will try to find someone suitable, using its computerized
inventory of local unemployed individuals. The agency refers candidates to the
employer at no charge. The organization can interview or test them to see if they
are suitable for its vacancies. Besides offering access to job candidates at low cost,
public employment agencies can be a useful resource for meeting certain diversity
objectives. Laws often mandate that the agencies maintain specialized “desks” for
144
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minorities, disabled individuals, and war veterans. Employers that feel they currently are underutilizing any of these subgroups of the labor force may find the
agencies to be an excellent source.
The government also provides funding to a variety of local employment agencies.
For example, in Virginia, the Frederick County Job Training Agency receives funding from the federal, state, and county governments to help unemployed workers find
and prepare for new jobs. When the Von Hoffmann Corporation closed its Frederick
plant to consolidate operations in Missouri and Iowa, the 165 employees didn’t want
to move. A career consultant at the Job Training Agency met with each of them to
record their work history and goals. The laid-off workers also can use the agency to
visit online job sites, mail résumés at no charge, and participate in classes on writing résumés and interviewing for a job. The Job Training Agency shares a building
with the county’s Office of Economic Development, in the hope that the development agency, which encourages businesses to locate in the county, can work with it to
match employers and workers.47

Private Employment Agencies
In contrast to public employment agencies, which primarily serve the blue-collar labor
market, private employment agencies provide much the same service for the whitecollar labor market. Workers interested in finding a job can sign up with a private
employment agency whether or not they are currently unemployed. Another difference between the two types of agencies is that private agencies charge the employers
for providing referrals. Therefore, using a private employment agency is more expensive than using a public agency, but the private agency is a more suitable source for
certain kinds of applicants.
For managers or professionals, an employer may use the services of a type of private agency called an executive search firm (ESF). People often call these agencies
“headhunters” because, unlike other employment agencies, they find new jobs for
people almost exclusively already employed. For job candidates, dealing with executive search firms can be sensitive. Typically, executives do not want to advertise their
availability, because it could trigger a negative reaction from their current employer.
ESFs serve as a buffer, providing confidentiality between the employer and the recruit.
That benefit may give an employer access to candidates it cannot recruit in other,
more direct ways.
Colleges and Universities
Most colleges and universities have placement services that
seek to help their graduates obtain employment. On-campus
interviewing is the most important source of recruits for entrylevel professional and managerial vacancies.48 Organizations
tend to focus especially on colleges that have strong reputations in areas for which they have critical needs—say, chemical
engineering or public accounting.49 The recruiting strategy at
3M includes concentrating on 25 to 30 selected universities.
The company has a commitment to those selected universities and returns to them each year with new job openings. HR
professionals make sure that the same person works with the
same university year in and year out, to achieve “continuity of
contact.”50
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One of the best ways for a company to establish
a stronger presence on a campus is with a college
internship program. Embassy Suites is one company
that participates in such a program. How does this
benefit the company and the students at the same
time?
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Many employers have found that successfully competing for the best students
requires more than just signing up prospective graduates for interview slots. One of
the best ways to establish a stronger presence on a campus is with a college internship
program. Internship programs give an organization early access to potential applicants
and let the organization assess their capabilities directly. IBM uses a program called
Latin American Grid, in which it partners with colleges in Florida, Mexico, Puerto
Rico, and Barcelona by donating hardware and software and collaborating on research.
What IBM gets in return is access to a pool of talented Latin American scholars,
which it cultivates through mentoring and an internship program. Ultimately, it hires
many of them as permanent employees.51
Another way of increasing the employer’s presence on campus is to participate in
university job fairs. In general, a job fair is an event where many employers gather for
a short time to meet large numbers of potential job applicants. Although job fairs can
be held anywhere (such as at a hotel or convention center), campuses are ideal locations because of the many well-educated, yet unemployed, individuals who are there.
Job fairs are an inexpensive means of generating an on-campus presence. They can
even provide one-on-one dialogue with potential recruits—dialogue that would be
impossible through less interactive media, such as newspaper ads.

Evaluating the Quality of a Source
Yield Ratio
A ratio that expresses
the percentage
of applicants who
successfully move
from one stage of
the recruitment and
selection process to
the next.
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In general, there are few rules that say what recruitment source is best for a given job
vacancy. Therefore, it is wise for employers to monitor the quality of all their recruitment sources. One way to do this is to develop and compare yield ratios for each
source.52 A yield ratio expresses the percentage of applicants who successfully move
from one stage of the recruitment and selection process to the next. For example, the
organization could find the number of candidates interviewed as a percentage of the
total number of résumés generated by a given source (that is, number of interviews
divided by number of résumés). A high yield ratio (large percentage) means that the
source is an effective way to find candidates to interview. By comparing the yield
ratios of different recruitment sources, HR professionals can determine which source
is the best or most efficient for the type of vacancy.
Another measure of recruitment success is the cost per hire. To compute this
amount, find the cost of using a particular recruitment source for a particular type
of vacancy. Then divide that cost by the number of people hired to fill that type of
vacancy. A low cost per hire means that the recruitment source is efficient; it delivers
qualified candidates at minimal cost.
To see how HR professionals use these measures, look at the examples in Table 5.3.
This table shows the results for a hypothetical organization that used five kinds of
recruitment sources to fill a number of vacancies. For each recruitment source, the
table shows four yield ratios and the cost per hire. To fill these jobs, the best two
sources of recruits were local universities and employee referral programs. Newspaper
ads generated the largest number of recruits (500 résumés). However, only 50 were
judged acceptable, of which only half accepted employment offers, for a cumulative
yield ratio of 25/500, or 5 percent. Recruiting at renowned universities generated
highly qualified applicants, but relatively few of them ultimately accepted positions
with the organization. Executive search firms produced the highest cumulative yield
ratio. These generated only 20 applicants, but all of them accepted interview offers,
most were judged acceptable, and 79 percent of these acceptable candidates took jobs
with the organization. However, notice the cost per hire. The executive search firms
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Table 5.3
Results of a Hypothetical Recruiting Effort

RECRUITING SOURCE

LOCAL
RENOWNED
UNIVERSITY UNIVERSITY
Résumés
generated
Interview offers
accepted
Yield ratio
Applicants judged
acceptable
Yield ratio
Accept
employment
offers
Yield ratio
Cumulative
yield ratio
Cost
Cost per hire

EMPLOYEE
REFERRALS

NEWSPAPER ONLINE JOB EXECUTIVE
AD
BOARD
SEARCH
AD
FIRMS

200

400

50

500

7000

20

175
87%

100
25%

45
90%

400
80%

500
7%

20
100%

100
57%

95
95%

40
89%

50
12%

350
70%

19
95%

90
90%
90/200
45%
$30,000
$333

10
11%
10/400
3%
$50,000
$5,000

35
88%
35/50
70%
$15,000
$428

25
50%
25/500
5%
$20,000
$800

200
57%
200/7,000
3%
$5,000
$25

15
79%
15/20
75%
$90,000
$6,000

charged $90,000 for finding these 15 employees, resulting in the largest cost per hire.
In contrast, local universities provided modest yield ratios at the lowest cost per hire.
Employee referrals provided excellent yield ratios at a slightly higher cost.

Recruiter Traits and Behaviors
As we showed in Figure 5.2, the third influence on recruitment outcomes is the
recruiter, including this person’s characteristics and the way he or she behaves. The
recruiter affects the nature of both the job vacancy and the applicants generated.
However, the recruiter often becomes involved late in the recruitment process. In
many cases, by the time a recruiter meets some applicants, they have already made up
their minds about what they desire in a job, what the vacant job has to offer, and their
likelihood of receiving a job offer.53
Many applicants approach the recruiter with some skepticism. Knowing it is the
recruiter’s job to sell them on a vacancy, some applicants discount what the recruiter
says, in light of what they have heard from other sources, such as friends, magazine
articles, and professors. When candidates are already familiar with the company
through knowing about its products, the recruiter’s impact is especially weak.54 For
these and other reasons, recruiters’ characteristics and behaviors seem to have limited
impact on applicants’ job choices.

LO6
Describe the
recruiter’s role in the
recruitment process,
including limits and
opportunities.

Characteristics of the Recruiter
Most organizations must choose whether their recruiters are specialists in human
resources or are experts at particular jobs (that is, those who currently hold the same
kinds of jobs or supervise people who hold the jobs). According to some studies,
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applicants perceive HR specialists as less credible and are less attracted to jobs when
recruiters are HR specialists.55 The evidence does not completely discount a positive
role for personnel specialists in recruiting. It does indicate, however, that these specialists need to take extra steps to ensure that applicants perceive them as knowledgeable
and credible.
In general, applicants respond positively to recruiters whom they perceive as warm
and informative. “Warm” means the recruiter seems to care about the applicant and
to be enthusiastic about the applicant’s potential to contribute to the organization.
“Informative” means the recruiter provides the kind of information the applicant is
seeking. The evidence of impact of other characteristics of recruiters—including their
age, sex, and race—is complex and inconsistent.56

Behavior of the Recruiter

Realistic Job Preview
Background
information about
a job’s positive and
negative qualities.

Recruiters affect results not only by providing plenty of information, but by providing the right kind of information. Perhaps the most-researched aspect of recruiting is
the level of realism in the recruiter’s message. Because the recruiter’s job is to attract
candidates, recruiters may feel pressure to exaggerate the positive qualities of the
vacancy and to downplay its negative qualities. Applicants are highly sensitive to
negative information. The highest-quality applicants may be less willing to pursue
jobs when this type of information comes out.57 But if the recruiter goes too far in a
positive direction, the candidate can be misled and lured into taking a job that has
been misrepresented. Then unmet expectations can contribute to a high turnover
rate. When recruiters describe jobs unrealistically, people who take those jobs may
come to believe that the employer is deceitful.58
Many studies have looked at how well realistic job previews—background
information about jobs’ positive and negative qualities—can get around this problem
and help organizations minimize turnover among new employees. On the whole, the
research suggests that realistic job previews have a weak and inconsistent effect on
turnover.59 Although recruiters can go overboard in selling applicants on the desirability of a job vacancy, there is little support for the belief that informing people
about the negative characteristics of a job will “inoculate” them so that the negative
features don’t cause them to quit.60
Finally, for affecting whether people choose to take a job, but even more so,
whether they stick with a job, the recruiter seems less important than an organization’s personnel policies that directly affect the job’s features (pay, security, advancement opportunities, and so on).

Enhancing the Recruiter’s Impact
Nevertheless, although recruiters are probably not the most important influence
on people’s job choices, this does not mean recruiters cannot have an impact. Most
recruiters receive little training.61 If we were to determine what does matter to job
candidates, perhaps recruiters could be trained in those areas.
Researchers have tried to find the conditions in which recruiters do make a difference. Such research suggests that an organization can take several steps to increase
the positive impact that recruiters have on job candidates:
• Recruiters should provide timely feedback. Applicants dislike delays in feedback.
They may draw negative conclusions about the organization (for starters, that the
organization doesn’t care about their application).
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Figure 5.4
Recruits Who Were Offended by Recruiters

• Recruiters should avoid offensive behavior. They should avoid behaving in ways
that might convey the wrong impression about the organization.62 Figure 5.4
quotes applicants who felt they had extremely bad experiences with recruiters.
Their statements provide examples of behaviors to avoid.
• The organization can recruit with teams rather than individual recruiters. Applicants view job experts as more credible than HR specialists, and a team can include
both kinds of recruiters. HR specialists on the team provide knowledge about company policies and procedures.
Through such positive behavior, recruiters can give organizations a better chance
of competing for talented human resources. In the next chapter, we will describe how
an organization selects the candidates who best meet its needs.
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thinking ethically
Citizens First?
For years now, U.S. corporations have bemoaned a
labor shortage of workers with advanced technical and
scientific knowledge. Often, they have sought to fill the
talent gap with workers from other countries. Some of
these employees come to the United States with an
H-1B visa, created to allow companies to hire individuals with exceptional talent. The H-1B program generally does not require employers to exhaust the search
for a U.S. citizen before hiring someone with one of
these visas.
Many people accepted that practice as a business
necessity. But in the recent economic downturn, many
high-tech companies have laid off swaths of their workforce. That gives rise to a question: Should companies
in the United States be expected to fill positions with
U.S. citizens before they should be allowed to look
overseas?
Iowa Senator Charles Grassley wrote a letter to
Microsoft, calling on the company to give U.S. workers
priority. Similarly, Grassley and Vermont Senator Bernie Sanders introduced a bill in Congress forbidding
banks that received federal bailout money from hiring
workers under the H-1B program. Microsoft’s reply to
Grassley’s letter indicated that it has targeted layoffs
based on assessment of its human resource needs in
the present and future. In addition, some people question whether favoring U.S. citizens would run afoul of
laws requiring equal employment opportunity.
One impact of the economic downturn has been
a slowdown in requests to use the program. Until

recently, petitions to hire these workers met the
85,000-visa limit almost as soon as the application
period opened. But in 2009, when the five-day application period ended, many slots remained available.
Meanwhile, the number of graduates in math, engineering, science, and technology in the United States
continues to trail far behind projections for the number of people with these skills who are expected to be
needed in U.S. jobs.
SOURCES: Ed Frauenheim, “Deep Corporate Staff Cuts Heat
Up H-1B Visa Debate,” Workforce Management, February 5,
2009, http://www.workforce.com; Rebecca Cole, “Applications for Work Visas Tumble,” Chicago Tribune, April 9, 2009,
http://www.chicagotribune.com; and Adrienne Fox, “At Work
in 2020,” HR Magazine, January 2010, Business & Company
Resource Center, http://galenet.galegroup.com.

Questions
1. How, if at all, do a company’s ethical obligations
to employees from its own country differ from its
ethical obligations to employees who are citizens
of other countries?
2. Should U.S. companies that have laid off U.S. workers try to hire only U.S. workers? Why or why not?
3. For a company making decisions to increase or
decrease its workforce, what priority should it
give to the following considerations: (a) business
advantage; (b) equal employment opportunity;
and (c) being a good citizen, caring about the wellbeing of its country’s people? How, if at all, can
these considerations be balanced?

SUMMARY
LO1 Discuss how to plan for human resources needed to
carry out the organization’s strategy.
The first step in human resource planning is personnel forecasting. Through trend analysis and good
judgment, the planner tries to determine the supply
of and demand for various human resources. Based
on whether a surplus or a shortage is expected, the
planner sets goals and creates a strategy for achieving those goals. The organization then implements
its HR strategy and evaluates the results.
LO2 Determine the labor demand for workers in various
job categories.
The planner can look at leading indicators,
assuming trends will continue in the future. Mul-

noe30468_ch05_123-156.indd 150

tiple regression can convert several leading indicators into a single prediction of labor needs. Analysis
of a transitional matrix can help the planner identify which job categories can be filled internally and
where high turnover is likely.
LO3 Summarize the advantages and disadvantages of
ways to eliminate a labor surplus and avoid a labor
shortage.
To reduce a surplus, downsizing, pay reductions,
and demotions deliver fast results but at a high cost
in human suffering that may hurt surviving employees’ motivation and future recruiting. Also, the
organization may lose some of its best employees.
Transferring employees and requiring them to share
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work are also fast methods and the consequences
in human suffering are less severe. A hiring freeze
or natural attrition is slow to take effect but avoids
the pain of layoffs. Early-retirement packages may
unfortunately induce the best employees to leave
and may be slow to implement; however, they, too,
are less painful than layoffs. Retraining can improve
the organization’s overall pool of human resources
and maintain high morale, but it is relatively slow
and costly.
To avoid a labor shortage, requiring overtime is
the easiest and fastest strategy, which can easily be
changed if conditions change. However, overtime
may exhaust workers and can hurt morale. Using
temporary employees and outsourcing do not build
an in-house pool of talent, but by these means staffing levels can be quickly and easily modified. Transferring and retraining employees require investment
of time and money, but can enhance the quality of
the organization’s human resources; however, this
may backfire if a labor surplus develops. Hiring new
employees is slow and expensive but strengthens the
organization if labor needs are expected to expand
for the long term. Using technology as a substitute
for labor can be slow to implement and costly, but
it may improve the organization’s long-term performance. New technology and hiring are difficult to
reverse if conditions change.
LO4 Describe recruitment policies organizations use to
make job vacancies more attractive.
Internal recruiting (promotions from within)
generally makes job vacancies more attractive
because candidates see opportunities for growth
and advancement. Lead-the-market pay strategies
make jobs economically desirable. Due-process
policies signal that employers are concerned about
employee rights. Image advertising can give candidates the impression that the organization is a good
place to work.

LO5 List and compare sources of job applicants.
Internal sources, promoted through job postings,
generate applicants who are familiar to the organization and motivate other employees by demonstrating opportunities for advancement. However,
internal sources are usually insufficient for all of an
organization’s labor needs. Direct applicants and
referrals tend to be inexpensive and to generate
applicants who have self-selected; this source risks
charges of unfairness, especially in cases of nepotism. Newspaper and magazine advertising reach
a wide audience and may generate many applications, although many are likely to be unsuitable.
Electronic recruiting gives organizations access to a
global labor market, tends to be inexpensive, and
allows convenient searching of databases. Public
employment agencies are inexpensive and typically have screened applicants. Private employment
agencies charge fees but may provide many services.
Another inexpensive channel is schools and colleges, which may give the employer access to topnotch entrants to the labor market.
LO6 Describe the recruiter’s role in the recruitment process, including limits and opportunities.
Through their behavior and other characteristics, recruiters influence the nature of the job
vacancy and the kinds of applicants generated.
Applicants tend to perceive job experts as more
credible than recruiters who are HR specialists.
They tend to react more favorably to recruiters
who are warm and informative. Recruiters should
not mislead candidates. Realistic job previews are
helpful but have a weak and inconsistent effect
on job turnover compared with personnel policies
and actual job conditions. Recruiters can improve
their impact by providing timely feedback, avoiding behavior that contributes to a negative impression of the organization, and teaming up with job
experts.

KEY TERMS
core competency, p. 129
direct applicants, p. 141
downsizing, p. 130
due-process policies, p. 138
employment at will, p. 138
forecasting, p. 125

noe30468_ch05_123-156.indd 151

job posting, p. 139
leading indicators, p. 126
nepotism, p. 142
outsourcing, p. 134
realistic job preview, p. 148
recruiting, p. 136

referrals, p. 141
transitional matrix, p. 126
trend analysis, p. 126
workforce utilization review, p. 135
yield ratio, p. 146
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REVIEW AND DISCUSSION QUESTIONS
1. Suppose an organization expects a labor shortage
to develop in key job areas over the next few years.
Recommend general responses the organization could
make in each of the following areas:
a. Recruitment
b. Training
c. Compensation (pay and employee benefits)
2. Review the sample transitional matrix shown in
Table 5.1. What jobs experience the greatest turnover
(employees leaving the organization)? How might an
organization with this combination of jobs reduce the
turnover?
3. In the same transitional matrix, which jobs seem to
rely the most on internal recruitment? Which seem
to rely most on external recruitment? Why?
4. Why do organizations combine statistical and judgmental forecasts of labor demand, rather than relying
on statistics or judgment alone? Give an example of
a situation in which each type of forecast would be
inaccurate.
5. Some organizations have detailed affirmative-action
plans, complete with goals and timetables, for
women and minorities, yet have no formal human
resource plan for the organization as a whole. Why
might this be the case? What does this practice

6.

7.

8.

9.

10.

11.

suggest about the role of human resource management in these organizations?
Give an example of a personnel policy that would
help attract a larger pool of job candidates. Give
an example of a personnel policy that would likely
reduce the pool of candidates. Would you expect
these policies to influence the quality as well as the
number of applicants? Why or why not?
Discuss the relative merits of internal versus external
recruitment. Give an example of a situation in which
each of these approaches might be particularly effective.
List the jobs you have held. How were you recruited
for each of these? From the organization’s perspective, what were some pros and cons of recruiting you
through these methods?
Recruiting people for jobs that require international
assignments is increasingly important for many organizations. Where might an organization go to recruit
people interested in such assignments?
A large share of HR professionals have rated e-cruiting
as their best source of new talent. What qualities of
electronic recruiting do you think contribute to this
opinion?
How can organizations improve the effectiveness of
their recruiters?

BUSINESSWEEK CASE
DirectEmployers
Association: New Direction for
Online Job Search
Bill Warren founded an early online job board in the
1990s, helped kick-start an industry, and was president of
Monster.com, one of the leading Internet career sites. But
these days he’s not very happy with the results.
So he’s taking another crack at it, going after Monster,
Career Builder, and similar commercial job sites. Warren
is starting a nonprofit job listing system that could lower
the costs that employers pay to list positions and make the
process easier and more fruitful for applicants.
He has the enthusiastic backing of hundreds of large
companies, including IBM Corp., American Express, AT&T
Inc. and Johnson & Johnson, the kinds of employers that
spend hundreds of thousands of dollars a year searching for
new talent.
“This is probably the most significant play that I’ve
seen . . . since the invention of the online job board,” said
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Joshua Akers, vice president of RecruitingBlogs.com, a
social networking site for human resources professionals.
The commercial rivals say they are ready for new competition. “We remain confident that we’re one of the most
cost-effective sources of hiring for recruiters today,” said
Monster spokesman Matt Henson.
Warren, 68, says that those commercial sites charge
employers so much to list openings that the companies
don’t post all their jobs—leaving potential applicants
unaware of opportunities. Warren also believes that the
sites push too much advertising on jobseekers and include
too many “work at home” scam jobs.
Meanwhile, employers want ways to have a direct relationship with jobseekers. Many say they prefer résumés
that are tailored to the positions they’re trying to fill, not
a generic résumé posted online. As the ranks of the unemployed have doubled to roughly 15 million, recruiters say
the response to jobs they post on the boards has gotten
overwhelming.
The solution that Warren hopes to launch is being
hatched by the DirectEmployers Association, a group
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formed by more than 500 large companies. Warren is
executive director.
The association’s plan calls for companies to list jobs
under the Internet’s “.jobs” domain name to better organize job listings on the Web. For instance, someone can
visit ATT.jobs to see all the listings at that company.
DirectEmployers’ software will automatically code such
listings to make them easily searchable by city or occupation. The association will sort the listings in as many as
30,000 regional “.job” Web addresses, such as “atlanta.jobs.”
That will help people search for jobs in specific places.
The group hopes to add thousands of occupational domain
names, such as “engineer.jobs.”
Companies that belong to the association pay a $15,000
annual membership fee and will receive prominent placement on the “.jobs” Web sites. Smaller companies can
purchase a “.jobs” domain name for about $125 a year and
then post jobs for free. They can also work through their
state employment agencies, which post jobs online at no
charge.
At those prices, the new “.jobs” system could be
another online innovation that undercuts what currently
exists—much as the invention of job boards themselves
undermined newspaper help-wanted ads.

Monster.com’s basic rate is $395 per job posting,
though it offers volume discounts. Companies also pay to
search the résumés that applicants have posted. (Jobseekers can access the sites for free.) Considering that some
Fortune 500 companies hire thousands of workers a year,
even in tough times, the cost of listing all their open jobs
can approach $1 million.
SOURCE: Excerpted from Christopher S. Rugaber, “Pioneer of Online Job
Search Starts Over Again,” BusinessWeek, February 25, 2010,
http://www.businessweek.com.

Questions
1. What advantages does this new system from DirectEmployers Association offer to big companies? What
advantages does it offer to small companies?
2. How would you expect the introduction of this system
to affect employers’ use of the various recruiting methods described in this chapter?
3. Imagine you are recruiting for a mechanical engineering job at a small manufacturing company in North
Carolina and have decided to post the job opening
on this system. What information would you want to
include in order to present your position most effectively to desirable candidates?

Case: Apple’s Make-vs.-Buy Decision
In a turnaround from a trend in which high-tech (and
other) manufacturers have outsourced the making of
important components in order to increase efficiency and
focus on what they do best, Apple has recently made moves
that seem aimed at bringing the design of microchips back
in-house. Apple is known for innovative design, and along
with that, it tends to keep details of what it makes highly
secret. Making chip design a company process, rather
than a product to buy, gives Apple more control over the
process—and over the secrecy.
Of course, the decision to handle its own development
has huge implications for human resource management.
The company needs all-new labor forecasts, a larger labor
force, and an intense push to bring in technical talent.
Recently, Apple has been hiring many new engineers.
Products they could be assigned to include microchips that
require less power to operate iPhones and iTouch devices,
as well as circuitry to improve the graphics displayed in
games and videos played on its devices. A top-notch team
could, at least in theory, come up with unique improvements that will take rivals by surprise.
One way to acquire a lot of talent fast is to acquire
entire companies and make them part of Apple. And
that’s one move Apple has been making. The company
recently acquired P.A. Semi, a start-up company that
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designs microchips. Its products could be used to run
iPhones and iPods. Observers are guessing that chips
developed by P.A. Semi could take the place of chips
Apple has been buying from Samsung for its iPhone.
Samsung had customized the chips to Apple’s specifications. Apple could be worried that a company such
as Samsung might intentionally or unintentionally
start applying some of Apple’s ideas to chips made for
competitors’ products.
Another bit of evidence about Apple’s hunt for talent
is visible online at the LinkedIn networking site, where
members list their job histories. According to the Wall
Street Journal, more than 100 people on the site have
current job titles at Apple plus past jobs involving microchips. Their prior companies include Intel, Samsung,
and Qualcomm. One recent hire was the chief technology officer from Advanced Micro Devices’ graphic
products group. Furthermore, it’s possible to evaluate
job openings that Apple has been posting. These have
included positions that involve expertise in handwriting recognition technology and microchips used in
managing displays.
Apple has been seen at job fairs, too. Its recruiters participated in a job fair for employees who were being laid

15/07/10 11:46 AM

Rev. Confirming Pages

154 PART 2

Acquiring and Preparing Human Resources

off at Spansion, a company that makes memory chips and
recently declared bankruptcy.
SOURCES: Yukari Iwatani Kane and Don Clark, “In Major Shift, Apple
Builds Its Own Team to Design Chips,” Wall Street Journal, April 30, 2009,
http://online.wsj.com; “Apple Turning to Chip Design for Its Innovation,”
InformationWeek, April 30, 2009, Business & Company Resource Center,
http://galenet.galegroup.com; and “Apple Increases Investment in British Chip Designer,” InformationWeek, June 26, 2009, Business & Company
Resource Center, http://galenet.galegroup.com.

Questions
1. Given the ideas presented about Apple’s strategy, what
HR actions would be most suitable for supporting that
strategy? (Consider especially the options in Table 5.2.)
2. What challenges would you expect to be most significant for Apple’s HR staff in meeting these human
resource requirements?
3. What sources of job applicants would you recommend
that Apple use to meet the needs described here?

IT’S A WRAP!
www.mhhe.com/noefund4e is your source for Reviewing, Applying, and Practicing the concepts you learned about
in Chapter 5.
Review
• Chapter learning objectives
• Test Your Knowledge: Recruitment
Sources and Stages of the Strategic HRM Process

Application
• Manager’s Hot Seat segment:
“Diversity: Mediating Morality”
• Video case and quiz: “Balancing
Act: Keeping Mothers on a Career
Track”
• Self-Assessment: Improving Your
Résumé
• Web exercise: Texas Instrument’s
Fit Check
• Small-business case: For Personal
Financial Advisors, a Small Staffing Plan with a Big Impact

Practice
• Chapter quiz

NOTES
1. Rick Popely, “Fewest Vehicles Sold in Nine Years,”
Chicago Tribune, January 4, 2008, sec. 3, pp. 1, 4;
and John D. Stoll and Neal E. Boudette, “December
Slump in Vehicle Sales Augurs Ill for ‘08,” Wall Street
Journal, January 4, 2008, http://online.wsj.com.
2. N. Byrnes, “Get ‘Em while They’re Young,” BusinessWeek, May 22, 2006, pp. 86–87; B. Leak, “The Draft
Picks Get Younger,” BusinessWeek, May 8, 2006,
p. 96; and A. Singh, “Firms Court New Hires—in
High School,” Wall Street Journal, August 15, 2006,
p. B5.
3. P. Coy, “What Falling Prices Tell Us,” BusinessWeek,
February 9, 2009, pp. 24–26.
4. K. Maher, “Wal-Mart Seeks New Flexibility in
Worker Shifts,” Wall Street Journal, January 3, 2007,
p. A1.
5. I. Brat, “Where Have All the Welders Gone, as Manufacturing and Repair Boom?” Wall Street Journal,
August 15, 2006, pp. B2–B3.
6. Bureau of Labor Statistics, “Regional and State
Employment and Unemployment Summary,” news
release, March 10, 2010, http://data.bls.gov; and
“Map of USA Shows Projected Job Growth by State,”

noe30468_ch05_123-156.indd 154

7.

8.

9.

10.

11.

San Francisco Chronicle, December 2, 2009, http://
www.sfgate.com.
J. Schneider, “I’ll Take a Big Mac, Fries and Hey
How’s the Weather in Fargo?” Lansing State Journal,
January 15, 2009, p. B1.
J. P. Guthrie, “Dumb and Dumber: The Impact of
Downsizing on Firm Performance as Moderated by
Industry Conditions,” Organization Science 19 (2008),
pp. 108–23; and J. McGregor, A. McConnon, and D.
Kiley, “Customer Service in a Shrinking Economy,”
BusinessWeek, February 19, 2009, pp. 34–35.
C. D. Zatzick and R. D. Iverson, “High-Involvement
Management and Workforce Reduction: Competitive Advantage or Disadvantage?” Academy of Management Journal 49 (2006), pp. 999–1015.
P. P. Shaw, “Network Destruction: The Structural
Implications of Downsizing,” Academy of Management
Journal 43 (2000), pp. 101–12.
Brenda Kowske, Kyle Lundby, and Rena Rasch,
“Turning ‘Survive’ into ‘Thrive’: Managing Survivor
Engagement in a Downsized Organization,” People &
Strategy 32, no. (4), (2009), pp. 48–56.

09/08/10 1:51 AM

Confirming Pages

CHAPTER 5 Planning for and Recruiting Human Resources 155
12. W. F. Cascio, “Downsizing: What Do We Know?
What Have We Learned?” Academy of Management
Executive 7 (1993), pp. 95–104.
13. Justin Lahart, “Even in a Recovery, Some Jobs Won’t
Return,” Wall Street Journal, January 12, 2010, http://
online.wsj.com; and Sarah E. Needleman, “Entrepreneurs Prefer to Keep Staffs Lean,” Wall Street Journal,
March 2, 2010, http://online.wsj.com.
14. P. Coy, “Golden Paychecks,” BusinessWeek, July 2,
2007, p. 13; and J. Weber, “This Time, Old Hands
Keep Their Jobs,” BusinessWeek, February 9, 2009, p.
50.
15. Olga Kharif, “The Rise of the Four-Day Work
Week?” BusinessWeek, December 18, 2008, http://
www.businessweek.com.
16. Adrienne Fox, “At Work in 2020,” HR Magazine,
January 2010, Business & Company Resource Center,
http://galenet.galegroup.com.
17. S. Kim and D. Feldman, “Healthy, Wealthy, or
Wise: Predicting Actual Acceptances of Early Retire
ment Incentives at Three Points in Time,” Personnel
Psychology 51 (1998), pp. 623–42.
18. “Schumpeter: How to Survive the Silver Tsunami,”
The Economist, February 6, 2010, Business & Company Resource Center, http://galenet.galegroup.com.
19. S. A. Johnson and B. E. Ashforth, “Externalization
of Employment in a Service Environment: The Role
of Organizational and Customer Identification,” Journal of Organizational Behavior 29 (2008), pp. 287–309;
and M. Vidal and L. M. Tigges, “Temporary Employment and Strategic Staffing in the Manufacturing
Sector,” Industrial Relations 48 (2009), pp. 55–72.
20. Fox, “At Work in 2020.”
21. P. Engardio, “Let’s Offshore the Lawyers,” BusinessWeek, September 18, 2006, pp. 42–43.
22. Steve Minter, “Moving Sourcing Closer to Home,”
Industry Week, September 2009, Business & Company Resource Center, http://galenet.galegroup.com;
and Josh Hyatt, “The New Calculus of Offshoring,”
CFO, October 2009, pp. 58–62.
23. A. Tiwana, “Does Firm Modularity Complement
Ignorance? A Field Study of Software Outsourcing
Alliances,” Strategic Management Journal 29 (2008),
pp. 1241–52.
24. Minter, “Moving Sourcing Closer”; and Hyatt, “The
New Calculus of Offshoring.”
25. P. Engardio, “The Future of Outsourcing,” BusinessWeek, January 30, 2006, pp. 50–58.
26. A. E. Barber, Recruiting Employees (Thousand Oaks,
CA: Sage, 1998).
27. C. K. Stevens, “Antecedents of Interview Interactions, Interviewers’ Ratings, and Applicants’ Reactions,” Personnel Psychology 51 (1998), pp. 55–85; A.
E. Barber, J. R. Hollenbeck, S. L. Tower, and J. M.

noe30468_ch05_123-156.indd 155

28.

29.
30.

31.

32.

33.

34.

35.
36.

37.
38.

39.

Phillips, “The Effects of Interview Focus on Recruitment Effectiveness: A Field Experiment,” Journal of
Applied Psychology 79 (1994), pp. 886–96; and D. S.
Chapman and D. I. Zweig, “Developing a Nomological Network for Interview Structure: Antecedents
and Consequences of the Structured Selection Interview,” Personnel Psychology 58 (2005), pp. 673–702.
J. D. Olian and S. L. Rynes, “Organizational Staffing:
Integrating Practice with Strategy,” Industrial Relations 23 (1984), pp. 170–83.
G. T. Milkovich and J. M. Newman, Compensation
(Homewood, IL: Richard D. Irwin, 1990).
M. Leonard, “Challenges to the Termination-atWill Doctrine,” Personnel Administrator 28 (1983),
pp. 49–56; C. Schowerer and B. Rosen, “Effects
of Employment-at-Will Policies and Compensation Policies on Corporate Image and Job Pursuit
Intentions,” Journal of Applied Psychology 74 (1989),
pp. 653–56.
S. L. Rynes and A. E. Barber, “Applicant Attraction
Strategies: An Organizational Perspective,” Academy
of Management Review 15 (1990), pp. 286–310; and J.
A. Breaugh, Recruitment: Science and Practice (Boston:
PWS-Kent, 1992), p. 34.
J. E. Slaughter, M. J. Zickar, S. Highhouse, and D.
C. Mohr, “Personality Trait Inferences about Organizations: Development of a Measure and Assessment of Construct Validity,” Journal of Applied
Psychology 89 (2004), pp. 85–103; and D. S. Chapman,
K. L. Uggerslev, S. A. Carroll, K. A. Piasentin, and
D. A. Jones, “Applicant Attraction to Organizations
and Job Choice: A Meta-analytic Review of the Correlates of Recruiting Outcomes,” Journal of Applied
Psychology 90 (2005), pp. 928–44.
D. R. Avery, “Reactions to Diversity in Recruitment
Advertising—Are Differences in Black and White?”
Journal of Applied Psychology 88 (2003), pp. 672–79.
M. A. Conrad and S. D. Ashworth, “Recruiting Source
Effectiveness: A Meta-Analysis and Re-examination
of Two Rival Hypotheses,” paper presented at the
annual meeting of the Society of Industrial/Organizational Psychology, Chicago, 1986.
Breaugh, Recruitment.
Lindsey Siegriest, “You May Never Want to Leave:
CEOs Share Their CU Journeys,” Credit Union Times,
September 23, 2009, Business & Company Resource
Center, http://galenet.galegroup.com.
Breaugh, Recruitment, pp. 113–14.
R. S. Schuler and S. E. Jackson, “Linking Competitive
Strategies with Human Resource Management Practices,” Academy of Management Executive 1 (1987),
pp. 207–19.
G. Colvin, “How to Manage Your Business in a Recession,” Fortune, January 19, 2009, pp. 88–93; M. Orey,

15/07/10 11:46 AM

Confirming Pages

156 PART 2

40.

41.

42.

43.

44.
45.
46.

47.

48.

49.

50.

51.

52.

Acquiring and Preparing Human Resources

“Hang the Recession, Let’s Bulk Up,” BusinessWeek,
February 2, 2009, pp. 80–81; and J. Collins, “How
Great Companies Turn Crisis into Opportunity,” Fortune, February 2, 2009, p. 49.
Gerry Crispin and Mark Mehler, “CareerXroads
9th Annual Source of Hire Study,” February 2010,
www.careerxroads.com.
C. R. Wanberg, R. Kanfer, and J. T. Banas, “Predictors and Outcomes of Networking Intensity among
Job Seekers,” Journal of Applied Psychology 85 (2000),
pp. 491–503.
Patrick J. Kiger, “Burnishing Your Employment
Brand: Part 2 of 2,” Workforce Management, October
22, 2007, downloaded from General Reference Center Gold, http://find.galegroup.com.
S. Begley, “Behind ‘Shortage’ of Engineers: Employers Grow More Choosy,” Wall Street Journal,
November 16, 2005, pp. A1, A12.
Breaugh, Recruitment, p. 87.
Eric Benderoff, “Microsoft Takes on CareerBuilder
Stake,” Chicago Tribune, May 10, 2007, sec. 3, pp. 1, 6.
B. Dineen and R. A. Noe, “Effects of Customization
on Applicant Decisions and Applicant Pool Characteristics in a Web-Based Recruiting Context,” Journal
of Applied Psychology 94 (2009), pp. 224–34.
Amy Joyce, “When a Plant Closes, Job Agency
Steps In,” The Washington Post, January 24, 2005,
www. washingtonpost.com.
P. Smith, “Sources Used by Employers when Hiring
College Grads,” Personnel Journal, February 1995,
p. 25.
J. W. Boudreau and S. L. Rynes, “Role of Recruitment in
Staffing Utility Analysis,” Journal of Applied Psychology
70 (1985), pp. 354–66.
D. Anfuso, “3M’s Staffing Strategy Promotes Productivity and Pride,” Personnel Journal, February 1995,
pp. 28–34.
Mark R. Howard, “Lower Profile, Same Impact,”
Florida Trend, March 2010, Business & Company
Resource Center, http://galenet.galegroup.com.
R. Hawk, The Recruitment Function (New York:
American Management Association, 1967).

noe30468_ch05_123-156.indd 156

53. C. K. Stevens, “Effects of Preinterview Beliefs on
Applicants’ Reactions to Campus Interviews,” Academy of Management Journal 40 (1997), pp. 947–66.
54. C. Collins, “The Interactive Effects of Recruitment
Practices and Product Awareness on Job Seekers’
Employer Knowledge and Application Behaviors,”
Journal of Applied Psychology 92 (2007), pp. 180–90.
55. M. S. Taylor and T. J. Bergman, “Organizational
Recruitment Activities and Applicants’ Reactions
at Different Stages of the Recruitment Process,” Personnel Psychology 40 (1984), pp. 261–85; and C. D.
Fisher, D. R. Ilgen, and W. D. Hoyer, “Source Credibility, Information Favorability, and Job Offer Acceptance,” Academy of Management Journal 22 (1979),
pp. 94–103.
56. L. M. Graves and G. N. Powell, “The Effect of Sex
Similarity on Recruiters’ Evaluation of Actual Applicants: A Test of the Similarity-Attraction Paradigm,”
Personnel Psychology 48 (1995), pp. 85–98.
57. R. D. Tretz and T. A. Judge, “Realistic Job Previews:
A Test of the Adverse Self-Selection Hypothesis,”
Journal of Applied Psychology 83 (1998), pp. 330–37.
58. P. Hom, R. W. Griffeth, L. E. Palich, and J. S. Bracker,
“An Exploratory Investigation into Theoretical
Mechanisms Underlying Realistic Job Previews,” Personnel Psychology 51 (1998), pp. 421–51.
59. G. M. McEvoy and W. F. Cascio, “Strategies for
Reducing Employee Turnover: A Meta-Analysis,”
Journal of Applied Psychology 70 (1985), pp. 342–53;
and S. L. Premack and J. P. Wanous, “A Meta-Analysis of Realistic Job Preview Experiments,” Journal of
Applied Psychology 70 (1985), pp. 706–19.
60. P. G. Irving and J. P. Meyer, “Reexamination of
the Met-Expectations Hypothesis: A Longitudinal
Analysis,” Journal of Applied Psychology 79 (1995),
pp. 937–49.
61. R. W. Walters, “It’s Time We Become Pros,” Journal of
College Placement 12 (1985), pp. 30–33.
62. S. L. Rynes, R. D. Bretz, and B. Gerhart, “The Importance of Recruitment in Job Choice: A Different
Way of Looking,” Personnel Psychology 44 (1991),
pp. 487–522.

15/07/10 11:46 AM

