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chapter five

   Planning for and Recruiting 
Human Resources   

 What Do I Need to Know? 

 After reading this chapter, you 

should be able to: 

  LO1  Discuss how to plan for human 

resources needed to carry out the 

organization’s strategy. 

  LO2  Determine the labor demand for 

workers in various job categories. 

  LO3  Summarize the advantages and 

disadvantages of ways to eliminate a 

labor surplus and avoid a labor shortage. 

  LO4  Describe recruitment policies 

organizations use to make job 

vacancies more attractive. 

  LO5  List and compare sources of job 

applicants. 

  LO6  Describe the recruiter’s role in the 

recruitment process, including limits 

and opportunities.     

 Introduction  
 Business news often contains stories of layoffs, as 
organizations seek cost savings or react to falling 
demand by cutting their workforce. Recently, auto-
mobile manufacturers reported the lowest U.S. sales 
volume in almost a decade.  1   Expecting slow de-
mand to continue, the companies would not need 
to build as many vehicles as in the past. Chrysler, 
for example, announced that it would eliminate 
shifts at several of its U.S. manufacturing facilities. 
Such a plan generally involves laying off workers 
and not replacing any workers who leave volun-
tarily. In contrast, the situation is far different for 
accounting firms, which are actively competing to 
fill entry-level jobs with qualified candidates. Many 
major accounting firms recruit at colleges and even 
high schools, seeking interns to establish relation-
ships 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 col-
lege 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. 
    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 devel-
oping 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 
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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 objec-
tives 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 organi-
zation 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. Hu-
man 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 sup-
ply 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.  
     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 con-
ditions, these methods predict demand and supply more precisely than a human fore-
caster 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 
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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.  

 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    ,  con-
structing 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, the demand for nurses in a commu-
nity can historically be predicted by knowing the average age of community members. 
As the average age rises, so does the need for nurses. Studies based on these historical 
trends suggest that the U.S. economy will need 1.2 million more nurses in 2014.  3   On 
a more detailed scale, Wal-Mart uses past shopping patterns to predict how many em-
ployees 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 2004; the numbers at the right show what happened to the people 
in 2007. The numbers represent proportions. For example, .95 means 95 percent of the 
people represented by a row in the matrix. The column headings under 2007 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 2004 are still sales managers in 2007. 
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 
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the second row are sales representatives. Of those who were sales reps in 2004, 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 2007. 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 2007 held the same job three years before, and 
the other half were hired from outside the organization. This suggests that the organi-
zation 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 condi-
tions remain somewhat constant, they can also be 
used to plan for the future. For example, if we believe 
that that we are going to have a surplus of labor in 
the production assembler job category in the next 
three years, we can plan to avoid layoffs. Still, histor-
ical 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 orga-
nization’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 da-
tabase to see how many existing  employees have 
those skills. 

                                                                                            2007  

   2004   (1)   (2)   (3)   (4)   (5)   (6)   (7)   (8)   

  (1) Sales manager   .95                     .05  

  (2) Sales representative   .05   .60                  .35  

  (3) Sales apprentice      .20   .50               .30  

  (4) Assistant plant manager            .90   .05            .05  

  (5) Production manager            .10   .75            .15  

  (6) Production assembler               .10   .80      .10  

  (7) Clerical                     .70   .30  

  (8) Not in organization   .00   .20   .50   .00   .10   .20   .30    

       Table 5.1 

 Transitional Matrix: 

Example for an Auto 

Parts Manufacturer                   

As the average age of many workers in skilled trades grows, the 

coming demand for workers in many trades is expected to outstrip 

supply in the United States. There is a potential for employers in 

some areas to experience a labor shortage because of this. How can 

HR prepare for this reality? What should be done now to avoid 

the shortage?
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  Besides looking at the labor supply within the  organization, the planner should ex-
amine 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  Oc-
cupational 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 ).   

 Determining Labor Surplus or Shortage  
  Based on the forecasts for labor demand and supply, the planner can compare the fig-
ures to determine whether there will be a shortage or surplus of labor for each job cat-
egory. 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 orga-
nization. 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 time-
table 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 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 
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merchandise that shoppers want and providing shoppers with excellent ser-
vice. For other work that is not a core competency—say, cleaning the store 
and providing  security—the organization may benefit from using HR strat-
egies 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, in the past 
decade, the typical way organizations have responded to a surplus of labor 
has been downsizing, which delivers fast results. Beyond the obvious eco-
nomic impact, downsizing has a psychological impact that spills over and 
affects families, increasing the rates of divorce, child abuse, and drug and 
alcohol addiction.  6   To handle a labor shortage, organizations typically hire 
temporary employees or use outsourcing. Because downsizing, using tem-
porary employees, and outsourcing are most common, we will look at each 
of these in greater detail in the following sections. 

  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.  

 Table 5.2 

 HR Strategies for 

Addressing a Labor 

Shortage or Surplus 

OPTIONS FOR REDUCING A SURPLUS

OPTION SPEED OF RESULTS AMOUNT OF SUFFERING CAUSED

Downsizing Fast High

Pay reductions Fast High

Demotions Fast High

Transfers Fast Moderate

Work sharing Fast Moderate

Hiring freeze Slow Low

Natural attrition Slow Low

Early retirement Slow Low

Retraining Slow Low

OPTIONS FOR AVOIDING A SHORTAGE

OPTION SPEED OF RESULTS ABILITY TO CHANGE LATER

Overtime Fast High

Temporary employees Fast High

Outsourcing Fast High

Retrained transfers Slow High

Turnover reductions Slow Moderate

New external hires Slow Low

Technological innovation Slow Low

Cold Stone Creamery employees give 
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advantage with their “entertainment 
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out employees who like to perform and 

then “audition” rather than interview 

potential employees.
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   2.    Replacing labor with technology —Closing outdated factories, automating, or intro-
ducing 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 bu-
reaucratic 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, Midwest, and California to 
the South and the mountain regions of the West. Such moves are one reason that 
recent job growth has been strongest in Florida and Arizona. In contrast, Michigan, 
a state in which it is relatively expensive to operate, actually lost jobs during 2004, 
a period of national economic growth.  7   Other moves have shifted jobs to other 
countries, including Mexico, India, and China, where wages are lower.   

  Although the jury is still out on whether these downsizing efforts have enhanced 
performance, some indications are that the results have not lived up to expectations. 
According to a study of 52 Fortune 100 firms, most firms that announced a downsizing 
campaign showed worse, rather than better, financial performance in the years that 
 followed.  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 sev-
eral 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. Downsiz-
ing leads to a loss of talent, and it often disrupts the social networks through which peo-
ple are creative and flexible.  10   In a study of hospitals that cut costs by eliminating jobs 
across the board, the downsizing was followed by an increase in patient mortality rates. 
And within a year and a half, the costs had climbed to predownsizing levels.  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   Hiring back formerly laid-off workers has become so 
routine that many organizations track their laid-off employees, using software for-
merly used for tracking job applicants. If the organization ever faces a labor shortage, 
it can quickly contact these former workers and restore them to the payroll.  13   
  Finally, downsizing efforts often fail because employees who survive the purge be-
come self-absorbed and afraid to take risks. Motivation drops because any hope of fu-
ture 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. At Marlow Industries, planning for problems 
took the sting out of a downsizing effort that eliminated two-thirds of the company’s 
U.S. workforce and moved work overseas, automated processes, and eliminated mid-
dle managers. Marlow’s executives communicated extensively with the employees. 
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The company’s president, Barry Nickerson, explained the company’s finances and its 
plans to operate more profitably in the future, including its commitment to keeping 
the high-end manufacturing work in the United States. Within a few years, Marlow 
had survived the business downturn.  14   
  Still, downsizing hardly guarantees an increase in an organization’s competitiveness. 
Organizations should more carefully consider using all the other avenues for eliminating 
a labor surplus (shown in  Table 5.2 ). Many of these take effect slowly, so organizations 
must improve their forecasting or be stuck with downsizing as their only viable option.   

 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.  15   Reasons include 
improved health of older people, jobs becoming less physically demanding, concerns 
about the long-term viability of Social Security and pensions, and laws against age 
discrimination. Under the pressures associated with an aging labor force, many em-
ployers 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.  16   Sometimes they work so well that too many workers retire. 
  Many organizations are moving from early-retirement programs to phased-retirement 
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.  17     

 Employing Temporary and Contract Workers 
 While downsizing has been a popular way to reduce a labor surplus, the most wide-
spread 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.   

 Temporary Workers 
 As we saw in Chapter 2, the federal government estimated that organizations are us-
ing over a million temporary workers. Temporary employment is popular with em-
ployers 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 tempo-
rary workers frees the employer from many administrative tasks and financial burdens 
associated with being the “employer of record.” The cost of employee benefits, includ-
ing 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 asso-
ciated 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 employ-
ers’ training costs and eases the transition for the temporary worker and employer. 
  Finally, temporary workers may offer value not available from permanent employ-
ees. Because the temporary worker has little experience at the employer’s organiza-
tion, 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 associ-
ated 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 temporary employees, the 
savings can be significant, even if the contractor works at a higher rate of pay. 
  FedEx Ground recently built up an efficient delivery system by signing on drivers to 
work as independent contractors. These contract drivers lease vans and buy uniforms 

USING TEMPORARY EMPLOYEES AND CONTRACTORS

HR How To
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threat to their own job security. 
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is almost like experiencing a death 

in the family. A decent time inter-

val 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 per-

ceived as outsiders brought in to 

replace old friends). If an upswing 

in demand follows a downsizing 

effort, the organization should 

probably begin meeting its ex-

panded demand for labor by 

granting overtime to core employ-

ees. 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 over-

time 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” tem-

porary workers, especially those 

who enjoy temporary assign-

ments for their variety or flexibility. 

Many temporary-staffing firms 

 attract people with this outlook.

 Organizations that use tempo-

rary or contract workers must 

avoid treating them as second-

class 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 organiza-

tion’s permanent workers. For ex-

ample, one temporary agency, 

MacTemps, gives its workers 

long-term health coverage, full 

disability insurance, and complete 

dental coverage. This not only re-

duces the benefit gap between the 

temporary and permanent work-

ers but also helps attract the best 

temporary workers in the first 

place.
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from FedEx and take responsibility for the deliveries along a particular route. They are 
responsible for their business expenses, including gasoline and maintenance of their 
trucks. FedEx pays them according to the number of packages they deliver plus a bonus 
based on its own information about customer satisfaction. The payment method pro-
vides an incentive for the contractors to work hard and drum up new business. Some 
successful drivers have hired their own employees and leased additional trucks.  18   
  This strategy carries risks, however. If the person providing the service is a contrac-
tor 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 signifi-
cant, 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. With regard to FedEx Ground, some drivers 
have become dissatisfied with their working arrangement and complained that they 
are actually employees. In courts in California, Montana, and New Jersey, judges 
found FedEx Ground drivers with contracts to be employees (the company appealed 
those rulings). The Internal Revenue Service has begun investigating these arrange-
ments, to see whether FedEx management is exerting too much control. For FedEx, 
the challenge is to figure out whether it can continue an arrangement it says many 
drivers prefer, exert enough influence to ensure contractors meet its standards, and 
also meet the legal requirements for independent contractor status.  19   
  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 require-
ments. A good place to start is with the advice to small businesses at the Internal Rev-
enue 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 
 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 per-
form 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 econo-
mies 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. How-
ever, technological advances in computer networks and transmission have speeded 
up the outsourcing process and have helped it spread beyond manufacturing areas 
and low-skilled 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 
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paralegals in the Philippines are about one-fifth the cost of their counterparts in the 
United States.  20   
  Outsourcing may be a necessary way to operate as efficiently as competitors, but it 
does pose challenges. Quality-control problems, security violations, and poor cus-
tomer service have sometimes wiped out the cost savings attributed to lower wages. 
To ensure success with an outsourcing strategy, companies should follow these 
guidelines: 

  •   Look for experienced providers with adequate resources. Small overseas upstarts 
may promise more than they can deliver and take risks that a more established 
contractor would avoid.  21    

  •   Do not offshore any work that is proprietary or requires tight security.  22    
  •   Start small and monitor the work closely, especially in the beginning, when prob-

lems are most likely.  23    
  •   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.  24        

 Overtime and Expanded Hours 
 Organizations facing a labor shortage may be reluctant to hire employees, even tempo-
rary workers, or to commit to an outsourcing arrangement. Especially if the organiza-
tion 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 full-time status 
or to work overtime. 
  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 frustra-
tion 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 rep-
resented 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 ex-
pected. The “ Best Practices ” box discusses one company’s creative plan to attract 
video game developers. 
    Implementation at Electronic Data Systems involves using technology to make 
HR professionals aware of what skills the organization will need in the future, giving 
them time to prepare for change. The company has a database detailing employees’ 
work histories and skills; over two-thirds of the 120,000 employees are in the database 



so far. Employees enter the data themselves, using a Web-based system that allows 
them to select from pull-down menus and offers places to enter additional informa-
tion. The information in the database includes knowledge of computer languages and 
certifications, as well as other education and work assignments completed. HR profes-
sionals compare information in the database against the company’s five-year plan to 
identify any skills gaps. For example, EDS determined that 22,000 employees can pro-
gram using COBOL, far more than the company expects to need. To solve this labor 
surplus, the company is preparing training programs in newer languages where the 
company has a labor shortage. Thus, the HR planning process is tied to the company’s 
training activities.  25   
    In evaluating the results, the most obvious step is checking whether the organiza-
tion 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. In EDS’s case, evaluation would include whether the 
company has a close match between the number of programmers who know each lan-
guage and the number needed to program in that language. If there is a skills gap, the 
evaluation should consider whether the problem lies with the forecasts used to plan 
training or with the implementation. For example, are programmers signing up for 
training, do they know about the training, and is enough of the right kind of training 
available?   

As founder of his start-up video 

game company, Red 5 Studios, 

Mark Kern was responsible for re-

cruiting programmers. A year into 

Red 5’s life, that effort was strug-

gling. The company had posted 

want ads and hired recruiters, but 

not enough qualified candidates 

were expressing interest. Part of 

the problem was that although 

Kern and his core employees had 

a great reputation from creating 

the popular World of Warcraft 

games for a former employer, Red 5 

was unknown; it had not yet re-

leased a game, and its plans were 

still largely secret.

 To attract interest in his com-

pany, Kern decided to develop a 

creative recruiting plan. He and 

his 20 staff members came up 

with a list of top-notch game de-

velopers who had the experience 

and skills to fill key spots at Red 5. 

A Stealthy HR Plan for Red 5 Studios

Best Practices

The company sent each of them a 

package containing a box, which 

contained a smaller box, and a 

smaller box, down to a box con-

taining an iPod Shuffle. Loaded 

on each iPod was a recorded mes-

sage from Kern, explaining why 

the recipient should apply for a 

job at Red 5. A message engraved 

on each iPod gave the link to a 

private page of Red 5’s Web site 

where the candidate could read 

the company’s strategic plan.

 Although the cost to reach each 

software developer was high, the 

effort was targeted to a precise 

group that Kern and his staff had 

researched ahead of time. The 

company paid about $50,000 for 

the whole effort, which Kern esti-

mates would have been the cost 

for a recruiter to fill two major 

 positions. More than 90 of the 

100 prospects visited Red 5’s Web 

site, and the company initially 

hired three of them. But the impact 

didn’t stop there. The recruiting 

campaign generated excitement 

within the software industry, and 

a steady stream of résumés con-

tinued. Of 21 employees hired be-

tween the end of the recruiting 

campaign and fall 2007, 16 learned 

about Red 5 as a result of the iPod 

mailing. The company no longer 

bothers to pay for want ads at 

public sites, because it gets 

enough interested talent through 

its own Web site. Getting pro-

grammers to think of Red 5 as a 

viable employer is a game Kern 

has already won.

Sources: Simona Covel, “Start-Up Lures Talent with 

Creative Pitch,” Wall Street Journal, June 4, 2007, 

downloaded from Factiva, http://integrate.factiva.com; 

and Ryan McCarthy, “‘Help Wanted’ Meets ‘Buy It 

Now’: Why More Companies Are Integrating Market-

ing and Recruiting,” Inc., November 2007, pp. 50–52.
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 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 require-
ments. Meeting affirmative-action goals requires that employers carry out an addi-
tional 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 representa-
tion 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 minori-
ties). 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 His-
panic, 60 percent of its customer service personnel are Hispanic. This type of compari-
son 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 mar-
ket differs substantially from the proportion in the job category.  
     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 tran-
sitional 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 plan-
ning process that were shown in  Figure 5.1 . The organization must assess current utili-
zation 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 se-
lection. The organization carries out these HR strategies and evaluates their success.     

 Recruiting Human Resources   
  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 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 can-
didates 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 
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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 influ-
ence 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. Ulti-
mately, 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 appli-
cant 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 influ-
ence the nature of the positions that are vacant. According to the research on recruit-
ment, 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 espe-
cially 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 ad-
vancement make a job more attractive to applicants and employees. 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.  

  •    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.  

Figure 5.2
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  •     Employment-at-will policies —Within the laws of the state 
where they are operating, employers have latitude to set po-
lices 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 con-
tract saying otherwise, the employer or employee may end an 
employment relationship at any time. An alternative is to es-
tablish extensive    due-process policies    ,  which formally lay out 
the steps an employee may take to appeal an employer’s deci-
sion to terminate that employee. An organization’s lawyers 
may advise the company to ensure that all recruitment docu-
ments 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 organiza-
tions with due-process policies, which imply greater job secu-
rity 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.  31   Advertising 
designed to create a generally favorable impression of the or-
ganization is called  image advertising . Image advertising is par-
ticularly important for organizations in highly competitive 
labor markets that perceive themselves as having a bad im-
age.  32   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.  33   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 adver-
tising, so organizations should ensure that their image advertisements reflect the 
broad nature of the labor market from which they intend to recruit.  34      

    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 communicat-
ing 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.  35   A person who re-
sponds 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 organiza-
tions draw recruits has advantages and disadvantages. 

  Internal Sources 

 As we discussed with regard to personnel policies, an organization may emphasize in-
ternal or external sources of job applicants. Internal sources are employees who cur-
rently hold other positions in the organization. Organizations recruit existing 
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employees through    job posting    ,  or communicating information about the vacancy on 
company bulletin boards, in employee publications, on corporate intranets, and any-
where else the organization communicates with employees. Managers also may iden-
tify candidates to recommend for vacancies. Policies that emphasize promotions and 
even lateral moves to achieve broader career experience can give applicants a favor-
able impression of the organization’s jobs. The use of internal sources also affects what 
kinds of people the organization recruits.  
     For the employer, relying on internal sources offers several advantages.  36   First, it 
generates applicants who are well known to the organization. In addition, these appli-
cants are relatively knowledgeable about the organization’s vacancies, which mini-
mizes the possibility they will have unrealistic expectations about the job. Finally, 
filling vacancies through internal recruiting is generally cheaper and faster than look-
ing outside the organization. 
    The value of a strong internal hiring system can be seen in the experience of 
Whirlpool. A few years ago, it was difficult for someone inside the company to know 
what jobs were available within the huge manufacturing conglomerate. The job-
 posting system was a paper-and-pencil process, organized regionally, so it was difficult 
and time-consuming to obtain information about positions out of state. The company 
replaced this ineffective system with a Web-based system that allows managers to 
 enter information about open positions and lets employees enter their résumés. Both 
use a standardized format, so the software can search for key terms and locate matches. 
As Whirlpool began to fill over half of its open positions with internal hires, costs for 
recruiting and training fell by $1 million. The system also satisfies employees, who 
can use it for planning their careers.  37     
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Did You Know?

One in Three Positions Are Filled with Insiders

In a survey of large, well-known 

businesses, respondents said 

about one-third of positions are 

filled with people who already 

work for the company and accept 

a promotion or transfer.
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 External Sources 
 Despite the advantages of internal recruitment, organizations often have good reasons 
to recruit externally.  38   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.  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 can-
didates 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 (about one-fourth) of new employees hired 
by large companies came from referrals, and the next largest share (almost 21 percent) 
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came from direct applications made at the employer’s Web site.  40   These two sources of re-
cruits 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 organiza-
tion’s recruiting and selection systems. A form of aided self-selection occurs with re-
ferrals. 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 sim-
plifies recruitment for employers.  41   Current employees (who are familiar with the va-
cancy 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 applica-
tions 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. Fur-
thermore, 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. Although many job searches today are conducted online, a recent survey of 
job hunters by the Conference Board found that about as many—71 percent—said they 
use newspaper ads as said they use online advertising.  43   Also, 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 qualified candidates. For 
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 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.  44   
  Specifying whom to reach with the message helps the advertiser decide where to 
place the ad. The most common medium for advertising jobs is the classified section 
of local newspapers. These ads 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 organi-
zation may get better results from advertising in professional or industry journals. 
Some employers also advertise on television—particularly cable television.  45     

 Electronic Recruiting 
 In recent years, employers have shifted 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.  46   Online recruiting generally involves posting career information at com-
pany Web sites to address people who are interested in the particular company and post-
ing paid advertisements at career services to attract people who are searching for jobs. 
  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. A user-friendly career site is not complicated. Basics include a prom-
inent link to career information from the company’s home page and additional links 
to career information for categories of candidates, such as college graduates, returning 
military personnel, or people in a particular profession. The user also should be able to 
link to information about the company to evaluate whether it will be a good fit with 
the candidates’ interests and strengths. Candidates also appreciate an e-mail response 
that the company has received the résumé—especially a response that gives a timeta-
ble about further communications from the company.  47   
  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. Em-
ployers 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 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 telecom-
munications industry. CIO.com, a companion site to  CIO Magazine,  specializes in open-
ings 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 employ-
ment 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 minorities, disabled indi-
viduals, 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 
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When today’s Internet users go 

online, they aren’t satisfied just to 

read about a company: they want 

to interact with the company’s 

people. For recruiting, that means 

companies are turning to Web 

tools that promote interaction.

 One way companies are get-

ting started is by asking for intro-

ductions to people who might 

have needed skills and connec-

tions. On social networking sites 

like Facebook and career-oriented 

site LinkedIn, they can make ini-

tial contact with people who are 

connected to someone the re-

cruiter already knows. After that 

introduction, it is up to the recruiter 

to build a relationship online or set 

up a meeting. For example, Valerie 

Luther, founder of Creative Con-

cepts, and her staff participate in 

social networking groups to gain 

exposure for the business and 

meet individuals who might be a 

good fit as employees.

 Other companies set up shop 

virtually in the online role-playing 

community of Second Life. Dutch 

accounting firm Berk opened a 

 virtual office in Second Life. Some 

of Berk’s employees created avatars 

to interact with Second Life visitors 

who make an appointment to visit 

the company, telling them what it’s 

like to be a Berk employee.

Sources: Deborah Perelman, “Leveraging Web 2.0 to 

Recruit,” eWeek, November 2, 2007, www.careers.

eweek.com; “Social Networks Are Good for 

 Business, according to Creative Concepts,” Internet 

Wire, October 24, 2007, downloaded from Business & 

Company Resource Center, http://galenet.galegroup.

com; and Arvind Hickman, “Profession Logs On to 

Virtual Reality,” International Accounting Bulletin, 

April 21, 2007, http://galenet.galegroup.com.

ONLINE RECRUITING GETS PERSONAL



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 re-
cord 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.  48     

 Private Employment Agencies 
 In contrast to public employment agencies, which primarily serve the blue-collar la-
bor market, private employment agencies provide much the same service for the 
white-collar labor market. Workers interested in finding a job can sign up with a pri-
vate employment agency whether or not they are currently unemployed. Another dif-
ference between the two types of agencies is that private agencies charge the employers 
for providing referrals. Therefore, using a private employment agency is more expen-
sive 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.  

HR Oops!
Sneaky Recruiters

Imagine you’re a busy executive, 

and your assistant whispers that a 

lawyer, reporter, or family mem-

ber is on the phone, insisting to 

talk to you about some important 

confidential business. Worried, 

you stop what you’re doing and 

take the call. The person on the 

line begins to tell you about a 

great opportunity for you to work 

at another company.

 What’s going on? The caller in-

sists that the assistant must have 

misunderstood or that the mes-

sage is so valuable but confiden-

tial that he or she simply had to 

be vague or confusing. What the 

caller is really doing is engaging 

in an unethical practice called 

“rusing,” taking on a false identity 

to get the attention of an execu-

tive or other hard-to-reach em-

ployee. At least one company has 

even hired actors to play roles to 

get their phone calls put through 

to targeted managers.

 Executive search consultants 

and trade groups criticize rusing 

as dishonest and unprofessional. 

And you have to wonder how well 

it works. Would you really want to 

place your future career in the 

hands of a recruiter who deceived 

you from the start?

Source: Joseph Daniel McCool, “Recruiters: 

 ‘Rusing’ Their Way to the Top,” BusinessWeek, 

September 20, 2007, www.businessweek.com.

Questions

1. If your company needed to fill 

an important position, would 

you, as an HR manager, want 

to hire a recruiting firm that 

used rusing? Why or why not?

2. Besides rusing, how else 

might a recruiter gain an 

 audience with an executive?
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    Colleges and Universities 
 Most colleges and universities have placement services that seek 
to help their graduates obtain employment. On-campus inter-
viewing is the most important source of recruits for entry-level 
professional and managerial vacancies.  49   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.  50   The recruiting strategy at 3M includes con-
centrating 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.”  51   
  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. Dun & Bradstreet funds a summer  intern 
program for minority MBA students. D&B often hires these interns for  full-time 
 positions when they graduate.  52   Internship programs give an organization early access 
to potential applicants and let the organization assess their capabilities directly. 
  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 
 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 recruit-
ment sources. One way to do this is to develop and compare    yield ratios    for each 
source.  53   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 va-
cancy. 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 

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. 

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. 

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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 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 
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.  54   
    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 

 LO6   Describe the 

 recruiter’s role in the 

recruitment process, 

including limits and 

opportunities. 

 LO6   Describe the 

 recruiter’s role in the 

recruitment process, 

including limits and 

opportunities. 

TABLE 5.3

Results of a Hypothetical Recruiting Effort

 RECRUITING SOURCE

 LOCAL  RENOWNED EMPLOYEE NEWSPAPER ONLINE EXECUTIVE
 UNIVERSITY UNIVERSITY REFERRALS AD JOB BOARD   SEARCH
     AD  FIRMS

Résumés 

generated 200 400 50 500 7000 20

Interview offers 

accepted 175 100 45 400 500 20

Yield ratio 87% 25% 90% 80% 7% 100%

Applicants judged 

acceptable 100 95 40 50 350 19 

Yield ratio 57% 95% 89% 12% 70% 95%

Accept 

employment 

offers 90 10 35 25 200 15

Yield ratio 90% 11% 88% 50% 57% 79%

Cumulative 90/200 10/400 35/50 25/500 200/7,000 15/20

yield ratio 45% 3% 70% 5% 3% 75%

Cost $30,000 $50,000 $15,000 $20,000 $5,000 $90,000

Cost per hire $333 $5,000 $428 $800 $25 $6,000
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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.  55   For 
these and other reasons, recruiters’ characteristics and behaviors seem to have limited 
impact on applicants’ job choices.  

 Characteristics of the Recruiter 
 Most organizations must choose whether their recruiters are specialists in human re-
sources 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, applicants per-
ceive HR specialists as less credible and are less attracted to jobs when recruiters are HR 
specialists.  56   The evidence does not completely discount a positive role for personnel spe-
cialists 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.  57     

 Behavior of the Recruiter 
 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.  58   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.  59   
    Many studies have looked at how well    realistic job previews   —background infor-
mation about jobs’ positive and negative qualities—can get around this problem and 
help organizations minimize turnover among new employees. On the whole, the re-
search suggests that realistic job previews have a weak and inconsistent effect on 
turnover.  60   Although recruiters can go overboard in selling applicants on the desir-
ability 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.  61    
     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 organiza-
tion’s personnel policies that directly affect the job’s features (pay, security, advance-
ment 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 

    realistic job preview  

 Background information 

about a job’s positive 

and negative qualities.   

    realistic job preview  

 Background information 

about a job’s positive 

and negative qualities.   
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 recruiters receive little training.  62   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 differ-
ence. 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).  

  •   Recruiters should avoid offensive behavior. They should avoid behaving in ways 
that might convey the wrong impression about the organization.  63    Figure 5.4  quotes 
applicants who felt they had extremely bad experiences with recruiters. Their 
statements provide examples of behaviors to avoid.  

Figure 5.4

Recruits Who Were Offended by Recruiters
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  •   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. 

  THINKING ETHICALLY

  WHEN EMPLOYEES LEAVE 

 The chapter described ways organizations can manage 
a labor surplus by downsizing or using temporary and 
contract workers. Layoffs are just one reason the aver-
age U.S. worker has an estimated 10.5 jobs between 
the ages of 18 and 40. Employees also leave voluntarily, 
especially when the demand for their skills is strong. 
  Just as there is advice for organizations laying off 
workers, some people offer advice to employees who 
leave voluntarily. Sylvia Ho, a contributing writer for 
Monster’s career Web site, advises first of all that those 
who are leaving a job should not “burn their bridges.” 
In other words, treat your soon-to-be-former boss and 
colleagues with the same respect you would use if you 
were planning to stick around. Careers take many twists 
and turns, and you can never be sure those relation-
ships won’t become important again in some way. She 
also advises that you keep in touch with those who 
have been important as mentors and business contacts, 
not just the people who were fun to know. 
  Despite all advice and good intentions, some em-
ployees do leave awkwardly. An employee who asked 
only to be known as Kathryn once had a job that seems 
to have come straight from  The Devil Wears Prada.  
Upon graduation from college, where she had enjoyed 
art and worked on the school newspaper, she took a job 
as a personal assistant to the design director of a mag-
azine. Before long, she was performing a series of what 
felt like mindless and thankless tasks. She believed she 

should stick it out for a year, but eventually she couldn’t 
resist interviewing for a position as a freelance designer 
at another magazine. Kathryn received a job offer but 
postponed it on the grounds her current boss would 
need plenty of notice. During a Christmas holiday, 
though, the situation came to a head. Kathryn’s boss 
called her repeatedly and chastised her about a ship-
ment to Scandinavia that was running late, while the 
prospective boss sent an e-mail cordially offering to 
move the start date at her convenience. The contrast 
was too much to ignore; Kathryn left the first job 
behind. 

 SOURCES: Sylvia Ho, “Leaving a Job Gracefully,” Career 
 Advice: On the Job,  http://career-advice.monster.com , 
 accessed March 20, 2008; and Elise Waxenberg, “How to 
Quit Your Job,”  Fast Company,  December 19, 2007,
  www.fastcompany.com .  

 Questions  

   1.   What ethical obligations does an organization 
have when downsizing?  

   2.   Compare those obligations with the ethical obliga-
tions of an employee who leaves an organization 
voluntarily.  

   3.   Consider the example of Kathryn. How would you 
have advised her to handle this situation? How 
would you have wanted to handle it if you were 
the employer?           

 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 per-
sonnel 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 plan-
ner 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, as-
suming trends will continue in the future. Multiple 
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 organiza-
tion may lose some of its best employees. Transferring 
employees and requiring them to share work are also 
fast methods and the consequences in human suffer-
ing 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 im-
plement; however, they, too, are less painful than lay-
offs. 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 staff-
ing levels can be quickly and easily modified. Trans-
ferring 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 perfor-
mance. 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) gen-
erally makes job vacancies more attractive because 

candidates see opportunities for growth and advance-
ment. Lead-the-market pay strategies make jobs eco-
nomically desirable. Due-process policies signal that 
employers are concerned about employee rights. Im-
age 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 organiza-
tion and motivate other employees by demonstrat-
ing opportunities for advancement. However, 
internal sources are usually insufficient for all of an 
organization’s labor needs. Direct applicants and re-
ferrals tend to be inexpensive and to generate appli-
cants who have self-selected; this source risks 
charges of unfairness, especially in cases of nepo-
tism. Newspaper and magazine advertising reaches a 
wide audience and may generate many applications, 
although many are likely to be unsuitable. Elec-
tronic recruiting gives organizations access to a 
global labor market, tends to be inexpensive, and al-
lows convenient searching of databases. Public em-
ployment agencies are inexpensive and typically 
have screened applicants. Private employment agen-
cies charge fees but may provide many services. An-
other inexpensive channel is schools and colleges, 
which may give the employer access to top-notch 
entrants to the labor market.  

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

   Through their behavior and other characteris-
tics, 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 help-
ful 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. 122    
  direct applicants, p. 134    
  downsizing, p. 123    
  due-process policies, p. 132    
  employment at will, p. 132    
  forecasting, p. 119    

  job posting, p. 133    
  leading indicators, p. 120  
  nepotism, p. 135    
  outsourcing, p. 127    
  realistic job preview, p. 141    
  recruiting, p. 130    

  referrals, p. 134    
  transitional matrix, p. 120    
  trend analysis, p. 120    
  workforce utilization review, 

p. 130    
  yield ratio, p. 139      
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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 turn-
over (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 judgmen-
tal forecasts of labor demand, rather than relying on sta-
tistics 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 suggest about the role of 
human resource management in these organizations?   

  6.   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?  

   7.   Discuss the relative merits of internal versus exter- 
nal recruitment. Give an example of a situation in 
which each of these approaches might be particu- 
larly effective.  

   8.   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?   

  9.   Recruiting people for jobs that require international 
assignments is increasingly important for many orga-
nizations. Where might an organization go to recruit 
people interested in such assignments?   

  10.   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? 

   11.   How can organizations improve the effectiveness of 
their recruiters?     

  BUSINESSWEEK  CASE 

   Netflix: Recruiting and Retaining the Best Talent  
 “I had the great fortune of doing a mediocre job at my first 
company,” says Netflix founder Reed Hastings. He’s 
 talking about his 1990s startup, Pure Software, a wildly 
successful maker of debugging programs that, through a 
 series of mergers, became part of IBM. Hastings says Pure, 
like many other outfits, went from being a heat-filled, 
 everybody-wants-to-be-here place to a dronish, when-
does-the-day-end sausage factory. “We got more bureau-
cratic as we grew,” says Hastings. 
  After Pure, the Stanford-trained engineer spent two 
years thinking about how to ensure his next endeavor 
wouldn’t suffer the same big-company creep. 
  The resulting sequel is Netflix, where Hastings is try-
ing to revolutionize not only the way people rent movies 
but also how his managers work. Hastings pays his peo-
ple  lavishly, gives them unlimited vacations, and lets 
them structure their own compensation packages. In 
 return, he expects ultra-high performance. His 400 sala-
ried employees are expected to do the jobs of three or 
four people. 
  Hastings calls his approach “freedom and responsibil-
ity.” And employees get all cinematic when describing the 

vibe. Netflix is the workplace equivalent of  Ocean’s 11,  
says Todd S. Yellin, hired to perfect the site’s movie-rating 
system. Hastings is Danny Ocean, the bright, charismatic 
leader who recruits the best in class, gives them a gener-
ous cut, and provides the flexibility to do what they do 
best, all while uniting them on a focused goal. The near-
impossible mission: trying to become the leading purveyor 
of online movies. 
  Netflix is embroiled in a tough, two-front war: competing 
with Blockbuster for online supremacy in DVD rentals while 
inaugurating a digital streaming service to compete with the 
likes of Apple. That’s one mighty gang of entrenched 
 competitors. “There’s usually room in a marketplace for more 
than one,” says Wedbush Morgan Securities analyst Michael 
Pachter. “But in this case there really isn’t.” 
  Hastings is betting on Netflix’s culture to get the com-
pany out of this corner. The plan includes continuing to 
increase what Hastings calls “talent density.” Most compa-
nies go to great scientific lengths to ensure they are paying 
just enough to attract talent but not a dollar more than 
they need to. Netflix, which hands out salaries that are 
typically much higher than what is customary in Silicon 
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Valley, is unabashed in its we-pay-above-market swagger. 
“We’re unafraid to pay high,” says Hastings. 
  To ensure that the company is constantly nabbing A 
players, company talent hunters are told that money is no 
object. Each business group has what amounts to an inter-
nal boutique headhunting firm. Employees often recom-
mend people they bonded with at work before. 
  Gibson Biddle, who runs the Web site, knew that 
Yellin, who had deep tech and film expertise, was the per-
fect guy to help Netflix improve how it recommends mov-
ies to  customers on its site. Yellin had worked for Biddle at 
a  family entertainment site. The snag was that Yellin, also 
a filmmaker, was finishing up his first feature film,  Brother’s 

Shadow,  in Los Angeles. He also was allergic to anything 
corporate or publicly traded. 
  Impossible sell, right? But Netflix threw so much cash 
and flexibility at Yellin that he couldn’t turn it down. Dur-
ing his first three months, he flew back and forth between 
L.A. and San Francisco doing his Netflix job and finishing 
his movie. 
  Pay is not tied to performance reviews, nor to some 
predetermined raise pool, but to the job market. Netflix 
bosses are constantly gleaning market compensation data 
from new hires and then amping up salaries when needed. 
And what happens when somebody doesn’t live up to 

 expectations? “At most companies, average performers get 
an average raise,” says Hastings. “At Netflix, they get a 
generous severance package.” 
  Despite the luxe perks and killer culture, Hastings still 
has the battle of his career ahead. The Netflix people 
have “a huge competitive advantage because they are 
smart and they hire really well,” says Pachter. “But that 
doesn’t help you in the long run if your business model is 
flawed.” 

  SOURCE : Excerpted from Michelle Conlin, “Netflix: Recruiting and Retaining 

the Best Talent,”  BusinessWeek,  September 13, 2007,  www.businessweek.com . 

  Questions  

   1.   What are Netflix’s personnel policies, as described in 
this case?  

   2.   If Netflix’s business strategy succeeds, it will need more 
employees from the competitive markets for program-
ming and marketing talent. Of the options for avoiding 
a labor shortage (see  Table 5.2 ), which do you think 
would be most effective for Netflix? Why?  

   3.   Visit the careers section of Netflix’s Web site ( www.
netflix.com/jobs ). Is it easy to learn about jobs at the 
company? Does the site give a positive impression of 
the company as an employer? What, if any, improve-
ments can you recommend?       

   CASE:     THE HUNT FOR SEASONAL WORKERS CROSSES BORDERS  

 Every summer, High Sierra Pools needs lifeguards, and the 
Broadmoor Hotel in Colorado Springs adds 500 employees 
to its staff of 1,200 to handle the peak season. As the tour-
ist season heats up on Cape Cod, Bubala’s by the Bay needs 
extra restaurant workers. For these and other companies in 
the resort and hospitality industry, the seasonal rise in de-
mand for workers creates an annual labor shortage. 
  The peak in the demand for labor is too steep to handle 
with overtime, and the type of work can’t be outsourced to 
dishwashers or lifeguards in another location. The main 
option for employers is to find workers who want a sum-
mer job. 
  In the past, summer jobs were filled with high school 
and college students. Today, however, more students are 
looking for internships or jobs related to their career plans. 
Many high-schoolers are trying to improve their college 
prospects by taking courses or signing up for travel and ser-
vice projects. Academic years now often start in August, 
so students aren’t available through Labor Day. As a result, 
resort and pool owners have found it nearly impossible to 
fill seasonal jobs, even after boosting wages. High Sierra, 
for example, tried running newspaper ads in regions of the 
United States where unemployment was high, as well as 
recruiting students from swim teams. Such efforts largely 
failed. 

  The solution for High Sierra, the Broadmoor, Bubala’s, 
and other seasonal employers has come from other coun-
tries. These companies have begun recruiting seasonal 
workers to come to the United States under a visa program 
called H-2B, which admits foreign workers for jobs lasting 
up to six months. Employers wishing to hire these workers 
must obtain approval by filing applications with the De-
partment of Labor, Department of State, and Department 
of Homeland Security and must prove they cannot fill 
their jobs with American workers. To be considered for an 
H-2B visa, the foreign workers must show they have bind-
ing ties to their own countries so that they will return 
home when the visa expires. 
  High Sierra’s first H-2B hires came from Germany. As 
economic conditions made it more attractive for young 
Germans to stay in Europe, the company began pushing its 
recruiting efforts farther east. Recently, High Sierra found 
most of its lifeguards in Bulgaria, the Czech Republic, Rus-
sia, and Kazakhstan. To recruit employees in these coun-
tries, the company’s Web career pages are available in 
several languages (with links from the countries’ flags). 
The  career pages explain to young recruits and their par-
ents how the company will help them with housing, health 
care, and other needs in America. In a recent year, half of 
the  company’s 500 temporary workers were foreigners. 
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These employees put in far more than half the needed 
hours, as they preferred to work 60 hours a week to earn 
overtime pay. 
  The Broadmoor’s H-2B workers come mostly from 
 Jamaica. Many return year after year, so they are already 
trained when they arrive. Jamaican workers also staff 
 Bubala’s by the Bay, working as sous chefs, line cooks, and 
dishwashers. The restaurant’s general manager says, “We 
can’t operate our business without these guys at all.” 
  One downside of this option for combating a labor 
shortage is that it is subject to changing government 
 policies. The federal government sets a limit, or cap, on 
the number of H-2B visas that may be issued each year. 
At the time this case was written, the number of H-2B 
 visas that may be issued was 66,000 per year. Congress 
temporarily allowed businesses to obtain visas for return-
ing workers who previously had received H-2B visas with-
out counting those workers against the cap. However, 
that temporary provision expired. Businesses that relied 
on workers with H-2B visas have lobbied Congress to 
 extend the provision for returning workers; but unless 
they succeed, they must find new solutions for their labor 

shortage if they cannot fill all their vacant positions be-
fore the visa cap is reached. 

  SOURCES:  June Kronholz, “Why Filling Summer Jobs Is Tougher and 

Tougher,”  Wall Street Journal,  July 6, 2007,  http://online.wsj.com ; Joan 

 Johnson, “Competition Heating Up Summer Job Season in Colorado 

Springs,”  Colorado Springs Business Journal,  June 29, 2007, downloaded from 

General Reference Center Gold,  http://find.galegroup.com ; Sarah Shemkus, 

“Cape Cod Employers Fear Changes in Visa Rules Could Reduce Seasonal 

Workforce,”  Cape Cod Times,  October 5, 2007,  http://find.galegroup.com ; 

High Sierra Pools, “Lifeguards and Pool Managers” and “Sierra for Parents,” 

High Sierra Web site,  www.highsierrapools.com , accessed January 15, 2008; 

and U.S. Citizenship and Immigration Services, “Current Cap Count for 

Non-immigrant Worker Visas for Fiscal Year 2008,” USCIS Employer Infor-

mation,  www.uscis.gov , accessed January 8, 2008. 

  Questions  

   1.   If the companies described in this case cannot fill all 
vacant seasonal jobs with workers under H-2B visas, 
what other options are available for filling the jobs?  

   2.   Which of the additional options, if any, would you 
recommend?  

   3.   What additional recruiting strategies, besides the 
ones described in this case, would you recommend to 
High Sierra Pools?       

   IT’S A WRAP! 

  www.mhhe.com/noefund3e  is your source for  R eviewing,  A pplying, and  P racticing the concepts you learned about 
in Chapter 5.  

 Practice  

  •   Chapter quiz  

 Review  

  •   Chapter learning objectives  
•     Narrated lecture and iPod 

content  
•     Test Your Knowledge: Recruit-

ment 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 
Resume  

  •   Web exercise: Texas Instrument’s 
Fit Check     
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