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chapter 2

Learning Objectives

1  Explain how human resource management (HRM) reinforces organizational culture.

2  Describe how HRM supports high-performance work systems.

3  Describe the five standards that help us decide if an action is unethical.

4  Explain how HRM influences ethics and corporate social responsibility.

5  Explain how HRM can support organizational change.

6  Describe Hofstede’s five cultural dimensions and how they each might influence
HRM in different cultures.

7  Describe how employees influence the success of a merger or acquisition and
how HRM can create the foundation for the success of the combined company.
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How Culture Reinforces Business Strategy at Marriott

Executive Chairman and Chairman of the Board J. W. Marriott, Jr. has led Marriott International, 

Inc. for almost 60 years.1 After modest beginnings as his parents’ family restaurant business, the 

global lodging company now has more than 5,700 lodging properties across 30 brands in over 

110 countries and territories.2

J. W. Marriott’s vision for the company is to be the world’s lodging leader. To accomplish 

this goal, he focuses intensely on taking care of guests, developing a highly skilled and diverse 

workforce, and extensive operational knowledge. Through his hands-on management style,  

Marriott has built a strong culture that emphasizes the importance of the company’s people and 

the value they bring to the organization.

Marriott International’s “Spirit to Serve” culture focuses on executing fundamental ideals of service 

to associates, customers, and the community. Its fundamental ideals of service to its associates are:3

•	 The unshakeable conviction that our people are our most important asset.

•	 An environment that supports associate growth and personal development.

•	 A home-like atmosphere and friendly workplace relationships.

•	 A performance-reward system that recognizes the important contributions of both hourly 

and management associates.

•	 A reputation for employing caring, dependable associates who are ethical and trustworthy.

•	 Pride in the Marriott name, accomplishments, and record of success.

•	 A focus on growth—managed and franchised properties, owners, and investors.

Marriott asks you for your advice on how the company can use HRM to further enhance its “Spirit 

to Serve” culture, which is likely to become even more important to its success as the lodging industry 

recovers from the COVID-19 pandemic. After reading this chapter, you should have some good ideas.

Real World Challenge

35
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36	 CHAPTER 2  The Role of Human Resource Management in Business

HRM affects the performance of any business. Although some industries and businesses are 
more dependent than others on their talent to create a competitive advantage, it is difficult 
and perhaps impossible to identify a business in which talent does not matter.4 As Thomas 
J. Watson, Jr., founder of IBM once said, “I believe the real difference between success and 
failure in a corporation can be very often traced to the question of how well the organization 
brings out the great energies and talents of its people.”5 Understanding the role of HRM in 
business will help you to identify which investments in HRM are likely to matter most.

“I believe the real difference between success and 
failure in a corporation can be very often traced to the 
question of how well the organization brings out the 
great energies and talents of its people.”

—Thomas J. Watson, Jr., founder of IBM

Data consistently shows that people are one of the highest costs of running an organiza-
tion and that strategic HRM positively affects business outcomes. For example, the market 
value of companies that use HRM best practices including selective recruiting, training, 
and employment security is more than 50 percent higher than that of firms that do not.6 
Many organizations could dramatically improve their business outcomes by investing in the 
strategic use of HRM, including:7

•	 Creating an HRM strategy that is integrated with the business strategy
•	 Using effective HRM metrics and analytics
•	 Ensuring that HRM employees have high levels of business knowledge and skill
•	 Delivering HRM services effectively and efficiently.

HRM influences business in both direct and indirect ways. In addition to acquiring and 
developing the skills and the capabilities the organization needs, aligning employee and  
organizational goals, and motivating employees to perform their best, HRM also influences 
the environment in which work is done and how employees get their work done. Great com-
panies often (and appropriately) credit their employees with their success. As Phil Knight, 
chairman emeritus of the board and co-founder of Nike explains, “It’s not a single product 
model, nor a single manager, nor one ad, nor a single celebrity, not even a single innovation 
that is key to Nike. It is the people of Nike and their unique and creative way of working 
together.”8 

By reinforcing the values of the firm, HRM helps clarify for employees how they are to 
behave and make decisions. For example, why do you think employees in some companies 
act more socially responsible than do employees in other firms? Although certainly due in 
part to differences in the values of the employees, these differences are also driven by the 
expectations, rewards, goals, and feedback created by the HRM system through organiza-
tional culture. Hiring socially responsible people, rewarding employees for acting responsi-
bly, and punishing or removing employees who do not support social responsibility strongly 
affects employees’ socially responsible behavior and decision making.

This chapter begins by discussing the importance of organizational culture and how 
HRM supports different types of cultures. Attention then turns to the importance of ethics 
and social responsibility and how HRM can reinforce both of these important values. Next 
the role of HRM in creating high-performance work systems is discussed. These topics are 
part of effective work processes in the book’s overall model of HRM. The chapter ends with 
a discussion of how HRM supports organizational change and success in mergers and acqui-
sitions. After reading this chapter, you should have a good idea of the variety of ways HRM 
systems and activities contribute to organizational effectiveness.
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	 CHAPTER 2  The Role of Human Resource Management in Business	 37

Why Is Organizational Culture Important?
An organization’s culture is like its personality. Organizational culture is made up of the 
norms, values, and assumptions of organizational members. A company’s culture is rein-
forced by things such as logos, ceremonies, dress codes, and even office decorations and fur-
niture placement. An organization’s culture guides employees’ attitudes and behaviors in the 
absence of formal policies or rules and creates the context for what they do. Culture is often 
defined more casually as “the way we see and do things around here” and is critical in aligning  
employees’ goals with those of the organization.

When asked for tips on building a strong company, Fred Wilson of venture capital fund 
Union Square Ventures stated that, “You have to start with culture, values, and a commit-
ment to creating a fantastic workplace. You can’t fake these things. They have to come from 
the top.  .  .  . They are everything.”9 Research has found that a firm’s culture is positively 
related to important outcomes, including financial performance (Tobin’s Q and revenue 
growth), employee attitudes, and analysts’ stock recommendations.10

Business strategies can be reinforced or undermined by their fit with the firm’s culture.11  
Isadore Sharp, founder, chairman, and CEO of the Four Seasons hotels, states, “Personal 
service is not something you can dictate as a policy. It comes from the culture. How 
you treat your employees is how you expect them to treat the customer.”12 Similarly, 
rigid, bureaucratic, rule-oriented cultures are much less likely to support creative new  
product innovation.

Four broad types of organizational culture are:13

•	 Entrepreneurial: Emphasizes creativity, innovation, and risk taking. Electronic Arts 
and IDEO are examples of companies with entrepreneurial cultures.

•	 Bureaucratic: Emphasizes formal structures and the correct implementation of orga-
nizational procedures, norms, and rules. This type of culture is commonly associated 
with consistency and high ethical standards. Pharmacies and drug manufacturers such 
as GlaxoSmithKline and Merck often adopt bureaucratic cultures.

•	 Consensual: Emphasizes loyalty and tradition, and encourages employees to stay 
with the organization for a long time. Promotion is generally from within. Law firms 
and the military are good examples of this type of culture.

•	 Competitive: Emphasizes competitive advantage and market superiority. Brokerage  
and currency trading firms are consistent with this type of culture, which often pro-
duces a large amount of stress.

Organizations frequently possess a combination of these four types of culture but with 
an emphasis on one over the others.14 Another aspect of culture that is particularly related 
to organizational effectiveness is the degree to which it is focused on high performance. 
A  performance culture focuses on hiring, retaining, developing, motivating, and mak-
ing work assignments based on performance data and results. Because all employees are 
focused on winning, performance permeates every aspect of the firm. Sports teams such 
as the New York Yankees and the Pittsburgh Steelers consistently excel because of their 
strong performance cultures, as do restaurants that schedule their highest performing serv-
ers to their busiest shifts. It is important to remember that cultures evolve over time, some-
times positively (e.g., as companies adopt more socially responsible values and practices) 
and sometimes negatively (as seen when Boeing’s long-standing culture of quality and 
safety was replaced by a focus on financial performance and productivity which contrib-
uted to multiple crashes involving Boeing’s 737 MAX.15)

Understanding the power of its strong positive culture, insurer Aflac uses its corporate 
culture on the corporate careers section of its website to attract recruits:

Join a company that’s been named to Fortune Magazine’s “100 best Companies to Work For”  
17 years in a row. As part of the Aflac team, you’ll find yourself in a supportive work 

organizational culture
The norms, values, and 
assumptions of organi-
zational members that 
guide members’ attitudes 
and behaviors.

consider this
To maximize strategic 
execution, build an 
organizational culture to 
reinforce the business 
strategy.

performance culture
performance culture: 
focuses on hiring, retain-
ing, developing, motivat-
ing, and making work 
assignments based on 
performance data and 
results

02_Phillips_HRM_3e_ch02.indd   3702_Phillips_HRM_3e_ch02.indd   37 10/6/2020   2:55:15 PM10/6/2020   2:55:15 PM

Copyright (c)2024 by Sage Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

DO N
OT C

OPY, P
OST, O

R D
ISTRIBUTE



38	 CHAPTER 2  The Role of Human Resource Management in Business

environment with an organizational culture that champions an open-door management 
philosophy, competitive salaries, excellent benefits, and more.16

The HRM system strongly influences employees’ perceptions of the organization’s 
culture. What type of culture do you think is reinforced by low pay, few benefits, little 
training, lots of rules, and fast punishment if you break them? Probably not Aflac’s cul-
ture described above! Investing in establishing and maintaining a culture that supports the  
organization’s goals and business strategy pays off. Customer satisfaction, customer ser-
vice quality, financial performance, organizational effectiveness, and total quality man-
agement outcomes are influenced by employees’ perceptions of culture.17 3M credits its 
success at regularly innovating new products to a culture “that stimulates ordinary people 
to produce extraordinary performances.”18

Culture and HRM work together to influence employees’ performance and behaviors. 
The HRM system has the most immediate effect on employees’ behaviors because it formal-
izes the company’s expectations through explicit goals and formal policies. It in situations 
where formal policies don’t exist, the organizational culture takes over. By reinforcing the 
desirability of certain values or behaviors, the HRM system helps to reinforce the organiza-
tional culture. This emphasizes the importance of aligning the HRM system, the organiza-
tional culture, and the business strategy.

A negative organizational culture can risk an organization’s reputation and even its 
survival. When an Uber employee went public with reports of managers’ misconduct, 
a movement started to delete their app, and their ability to recruit the top technology 
on which it is dependent likely decreased.19 Because small culture failures ultimately 
lead to big culture crises, an important role of human resources is to monitor the culture 
and keep things in check. When the Uber employee reported her experience with a male 
colleague, she was told by both HR and upper management that “even though this was 
clearly sexual harassment, they wouldn’t feel comfortable giving him anything other than 
a warning and a stern talking-to.”20 For her, HR was the only recourse she had to report 
managers’ wrongdoings, and HR’s failure to provide a safe environment in which she 
could report misconduct left her feeling unsupported and left with no choice but to either 
ignore the harassment or leave. Ultimately, Uber only addressed the issue because the 

employee went public with her story.21 To many people, 
cultural issues of diversity, equity, and inclusion seem 
like “soft” issues, but it is becoming clear how impor-
tant it is for companies to incorporate these issues into 
their culture, in order to create an environment where 
success is possible.22

A study of new accounting employees found that 
new hires stayed an average of 14  months longer in 
companies with people-oriented cultures.23 Starbucks 
is a good example of a people-oriented culture. Star-
bucks pays above minimum wage, offers health care 
and tuition reimbursement benefits to part-time as well 
as full-time employees, and provides additional ben-
efits such as weekly free coffee. These policies help 
Starbucks benefit from a turnover rate lower than the 
industry average.24 On the other hand, a bureaucratic 
culture that stifled innovation and risk taking is thought 
to have contributed to Nokia’s declining mobile phone 
market share.25

consider this
Because HRM formal-
izes an organization’s 
expectations and guides 
employees when formal 
policies don’t exist, the 
HRM system helps cre-
ate and reinforce the 
organizational culture

At Starbucks, customers pay a premium price for the 
culture as well as the coffee. By focusing on hiring 
customer-oriented employees, training them well, and 
then providing excellent pay and benefits including health 
care and tuition reimbursement, the company reduces 
turnover and motivates its employees to provide excellent 
products and customer service.
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	 CHAPTER 2  The Role of Human Resource Management in Business	 39

An organizational culture can have a strong influence on behavior when employees 
develop a shared interpretation of the organization’s policies, practices, procedures, and goals 
and develop shared perceptions about what behaviors are expected and rewarded. The more 
HRM practices send strong signals about what strategic goals are most important and what 
employee behaviors are expected, supported, and rewarded relative to those goals, the more 
likely it is that those goals will be achieved.26 Companies can advertise hotlines and encour-
age employees to report anything improper, but if the culture has too much fear and not 
enough trust, no one will call. In some cases, these fears are warranted. Some employees who 
called the Wells Fargo ethics hotline to report unethical sales practices were fired despite it 
being against the law to suppress whistleblowing.27

Hollywood animation hit factory Pixar’s culture is as strong as its technology. Pixar com-
municates and instills its culture through Pixar University, a unique training complex in 
which all employees learn together. Randy Nelson, former Dean of Pixar University, states, 
“Most companies eventually come around to the idea that people are the most important 
thing. It’s fine to have wildly talented individuals. But the real trick, the higher degree of 
difficulty, is to get wildly talented people to make productive partnerships.”28 He concludes 
that for Pixar the most urgent question is, “How do you do art as a team sport?”29 Pixar’s 
answer has been to build a culture supported by HRM that encourages people to share their 
works-in-progress and support coworkers. Pixar’s president, Ed Catmull, believes that his 
calling is to create a sustainable creative culture that will persist in the company for a long 
time.30 He even comes to all new hires’ orientation sessions to reinforce its culture.31

“Most companies eventually come around to the idea 
that people are the most important thing. It’s fine to 
have wildly talented individuals. But the real trick, 
the higher degree of difficulty, is to get wildly talented 
people to make productive partnerships.”

—Randy Nelson, former Dean of Pixar University

A strong HRM system increases the chances that employees will perceive the 
organization similarly and identify the same culture.32 A weak HRM system sends either 
mixed or ambiguous messages that are subject to individual interpretation. This leads to 
either variability in how the culture is interpreted or the interpretation of a culture other 
than the one the organization desires.33 HRM influences organizational cultures by deter-
mining the type of person who is hired and fired, what is trained, what goals and expecta-
tions exist, what people are held accountable for, and who is rewarded. Volkswagen’s “no 
failure” culture and climate of fear combined with the CEO’s ambitious growth goals are 
blamed for its emissions-test scandal where it installed software to beat emissions tests by 
using phony data rather than fixing the problem.34

Employee and organizational preferences for different types of cultures tend to vary across 
national cultures.35 This chapter’s global issues feature summarizes one study’s assessment 
of organizational culture preferences in different regions of the world.

This chapter’s HR flexibility feature describes how different business strategies can be 
reinforced by different cultures, and how HRM can help to do this.

Because it guides employee attitudes and behaviors, organizational culture is essential to 
the establishment of corporate ethics and corporate social responsibility. We now turn our 
attention to how HRM can reinforce both values.

consider this
To enhance goal 
achievement, HRM 
practices should help 
employees prioritize 
their goals and know 
what they need to do to 
support their own goals 
and the organization’s 
goals.
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40	 CHAPTER 2  The Role of Human Resource Management in Business

Global Issues
Organizational Culture Preferences 
and Realities Around the World36

Organizational Culture  
Preferences Asia

United 
States

Latin 
America Europe

Focus Company success 76% 72% 78% 77%

Public good 24% 28% 22% 23%

Total 100% 100% 100% 100%

Competition/ 
Cooperation

Internal competition 13% 10% 8% 10%

Cooperative 
atmosphere

87% 90% 92% 90%

Total 100% 100% 100% 100%

Career Path Well-defined 31% 21% 24% 18%

Flexible career 
opportunities

69% 79% 76% 82%

Total 100% 100% 100% 100%

Atmosphere Formal 23% 21% 23% 14%

Informal 77% 79% 77% 86%

Total 100% 100% 100% 100%

Responsibilities Clearly defined 69% 47% 58% 54%

Varied/fluid 31% 53% 42% 46%

Total 100% 100% 100% 100%

HR Flexibility
Using HRM to Reinforce Different Business 
Strategies Through Culture
Companies differ in the strategies they use to compete. Some firms, including 
Walmart work to keep their costs low in order to provide the lowest prices to custom-
ers. Others, such as Lexus or Tiffany’s, strive to provide the best quality or service. 
Still other firms try to serve specific market niches or continually develop new and 
innovative products or services. The organizational cultures and HRM policies and 
activities that support each business strategy differ.

Think for a moment about what culture you would create and how you might use 
HRM to reinforce a low-cost business strategy. This doesn’t necessarily mean paying 
low wages, only making sure that the return on wages is sufficiently high. Outsourc-
ing services or activities that an external partner can provide as well or better than the 

Continued
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	 CHAPTER 2  The Role of Human Resource Management in Business	 41

What Is the Role of HRM in High-Performance 
Work Systems?
Companies that implement high-performance work systems (HPWS) utilize a funda-
mentally different approach to managing than do more traditional hierarchical and bureau-
cratic organizations. HPWS, sometimes known as high-involvement or high-commitment 
organizations, enable high performance through employees. HPWS organizations should be 
structured so that individuals at the lowest level in the organization not only perform work 
but also are responsible or improving work methods and procedures, solving problems on 
the job, and coordinating their work with that of others. Employees also can and should be 
expected to operate without a controlling supervisor.40

In HPWS, workers are to a large degree self-controlled and self-managed. With the help 
of leaders who develop a clear vision, mission, and goals, HPWS workers are expected to 
adapt to changing circumstances. Because employees in HPWS identify with, are commit-
ted to, and fully participate in the organization, they give greater effort and are more effec-
tive than workers in control-oriented organizations.41 Research has, in fact, found that using 
a wide variety of power-sharing, reward, information-sharing, and training practices has 
positive outcomes.42 Noted management scholar Jeffrey Pfeffer concluded that, “Substantial 
gains, on the order of 40 percent or so in most of the studies reviewed, can be obtained by 
implementing high performance management practices.”43

In his book The Human Equation,44 Pfeffer identified seven elements of HPWS:

	 1.	 Employment security
	 2.	 Selective hiring of new talent
	 3.	 Self-managed teams and decentralization of decision making as the basic principles 

of organizational design

high-performance 
work systems
high involvement or high 
commitment organizations

company at a lower price would also reinforce a low-cost strategy. Creating a culture 
of thrift and frugality is another possibility, as well as training employees in the most 
efficient ways of getting their work done.

Now contrast those ideas with the culture you would create and how you  
might use HRM to reinforce an innovation strategy focused on developing new and 
innovative products. This strategy is often supported by a culture of teamwork and 
collaboration supported by extensive training, team development, and performance-
based rewards.37 Staffing might focus on acquiring creative, talented, entrepreneur-
ial people (which is what Google does). When Charles Schwab and Company’s 
performance slipped during the recession, it decided to move away from its long-
standing culture of teamwork and start providing incentives for individual brokers. 
It claimed that the change was intended to improve client relationships and reward 
highly productive individuals working in underperforming branches who weren’t 
being properly rewarded, but the new system sent mixed messages to its employees 
about whether the company now placed a greater value on individual performance 
or teamwork.38 

It is important to remember that there is no “best” HRM system.39 As you read 
this book and apply what you learn, recall that it is most critical to align HRM policies 
and practices with each other and with the business strategy. Also remember that 
using the “wrong” HRM tool or incorrectly using the right tool can both cause a lot  
of damage.
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42	 CHAPTER 2  The Role of Human Resource Management in Business

	 4.	 Comparatively high compensation contingent on organizational performance
	 5.	 Extensive training
	 6.	 Reduced status distinctions and barriers, including dress, language, office 

arrangements, and wage differences across levels
	 7.	 Extensive sharing of financial and performance information throughout the 

organization

The particular set of managerial and HRM practices supporting a HPWS varies across 
companies, but it must always be internally consistent and reinforcing.45 Employees in a 
high-involvement organization feel responsible for its success because they know more, do 
more, and contribute more.46 They have the power, information, knowledge, and rewards 
to perform at the highest level.47 Southwest Airlines is one of the companies consistently 
utilizing this approach.48

Although some employees find the increased responsibility of HPWS to be stressful, 
many are motivated by it. The benefits of HPWS to employees and to the organization are 
summarized in Table 2.1.

Aligning HRM activities and policies with the goals and processes that support HPWS 
is particularly important because HPWSs require a heavy investment in employees that is 
lost if the firm cannot attract and retain quality people.49 This is a core theme that runs 
throughout this book: the most effective HRM systems are internally aligned and are tar-
geted toward clear organizational objectives.

The Role of HRM in Corporate Ethics and  
Social Responsibility
Ethics are the standards of moral behavior that define socially accepted behaviors that are 
right as opposed to wrong. Honesty, tolerance, and responsibility are basic moral values that 
guide ethical evaluations. Although it might seem intuitive that firms should behave ethi-
cally, a glance at the news headlines often suggests that unethical behavior is more common 
than you might think. Bernie Madoff’s Ponzi scheme defrauded investors of tens of billions 

consider this
Although there is no 
one set of HRM prac-
tices that support a 
HPWS, whatever HRM 
practices are used must 
be internally consistent 
and reinforcing to be 
most effective.

ethics
the standards of moral 
behavior that define  
socially accepted behav-
iors that are right as 
opposed to wrong

Employee Benefits

Greater personal development

Higher work engagement, satisfaction, and commitment

Greater involvement in organizational decisions

Higher quality of life

Higher self-esteem

Organization Benefits

Higher productivity

Greater flexibility and competitiveness

Higher customer satisfaction

Higher product quality

Lower turnover

table 2.1
Benefits of HPWS
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	 CHAPTER 2  The Role of Human Resource Management in Business	 43

of dollars and was called, “extraordinarily evil” by the judge handling the case.50 Fertilizer 
producer Intrepid Potash’s Chief Operating Officer Patrick L. Avery resigned after confirm-
ing that he didn’t receive previously claimed degrees.51 Corporate espionage by the For-
mula One racing team McLaren on rival Ferrari,52 unsanitary manufacturing conditions in a 
ConAgra peanut manufacturing plant,53 and the intentional contamination of baby formula 
and pet food with melamine54 are just a few additional high-profile ethical lapses. When 
ethical lapses occur, as happened during the U.S. Secret Service agents’ misconduct in  
Columbia, a “culture problem” is often blamed.55 HRM professionals are uniquely posi-
tioned to build and reinforce an ethical culture because their role in hiring, training, evalu-
ating, and rewarding employees allows them to influence ethical values and practices at all 
levels of an organization.56

It is important to remember that “unethical” is not always the same as “illegal.” Some 
unethical behaviors can be acceptable under the law. This makes it critical that organizations 
proactively identify their ethical values and reinforce these values with their employees. As 
shown in Figure 2.1, ethical employee behavior results from ethical values, clear expecta-
tions, and rewards and punishments supporting ethical behavior.57

The challenge of managing workplace ethics is complicated by the diverse values of 
today’s global workforce. Because some people feel that the business ethics message of “do 
the right thing” only states the obvious, they don’t take business ethics seriously. For many 
others, ethical principles go right out the door when they are highly stressed.58

How can we tell if an action is unethical? There are five different types of ethical stan-
dards that help us evaluate the ethics of an action:

	 1.		 The utilitarian standard: The ethical action best balances good over harm by 
doing the most good or doing the least harm. When Southwest Airlines cuts all 
employees’ pay rather than laying anyone off, it is following a utilitarian standard.

	 2.		 The rights standard: The ethical action is the one that best respects and 
protects the moral rights of everyone affected by the action, including the right 
to privacy, to be told the truth, or to be safe. If a supervisor tells an employee to 
handle a toxic substance without appropriate protective gear, the employee has a 
right to refuse.

	 3.		 The fairness standard: The ethical action treats all people equally, or at least 
fairly, based on some defensible standard. The fairness standard is central in the 
debate over the appropriateness of CEO salaries and bonuses that are hundreds of 
times larger than the pay of the average employee.

	 4.		 The common good standard: The ethical action shows respect and compassion 
for everyone, especially the most vulnerable. Ensuring that suppliers do not employ 
child labor or provide unsafe working conditions is an example of applying the 
common good standard.

	 5.		 The virtue standard: The ethical action is consistent with certain ideal virtues 
including civility, compassion, and benevolence. This standard asks, “Is this 
action consistent with my behaving at my best?” A company valuing honesty 
quickly recalling products that might be defective or dangerous reflects the  
virtue standard.

consider this
A behavior that is 
unethical may not be 
illegal.

utilitarian standard
the ethical action best bal-
ances good over harm

rights standard
the ethical action is the 
one that best respects and 
protects the moral rights 
of everyone affected by 
the action

fairness standard
the ethical action treats 
all people equally, or at 
least fairly, based on some 
defensible standard

common good 
standard
the ethical action shows 
respect and compassion 
for all others, especially 
the most vulnerable

virtue standard
the ethical action is con-
sistent with certain ideal 
virtues including civility, 
compassion, benevo-
lence, etc.

figure 2.1
A Formula for Ethical Behavior 

+ + →Ethical Values Clear Expectations Rewards/Punishments
Supporting Ethical Behavior

Ethical Employee 
Behavior
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44	 CHAPTER 2  The Role of Human Resource Management in Business

These five different types of ethical standards sometimes suggest different actions 
in a given situation. Different people may even disagree on the execution of some of the 
approaches or support different ethical standards. Nonetheless, each ethical standard pro-
vides guidance in evaluating the ethics of a situation or decision.

Some unethical behaviors occur because some people are simply less ethical than oth-
ers,59 but the broader organizational context and systems are also relevant. Company leaders 
often give too little thought and time to developing and reinforcing an organizational culture 
in which people can and do act ethically. There are three types of systemic errors organiza-
tions often make that undermine their ethics efforts:60

	 1.		 Omission errors—a lack of written rules
	 2.		 Remission errors—pressure to make unethical choices
	 3.		 Commission errors—a failure to follow sound, established operational and ethical 

practices

All three of these errors can have obvious negative consequences. One of the strongest 
predictors of unethical behavior is the employee’s emphasis on self-gain. In fact, the factor 
most likely to cause an employee to compromise an organization’s ethical standards is the 
pressure to meet unrealistic business objectives or deadlines.61

You are probably already familiar with the moral benefits of attending to ethics. Addi-
tional benefits from managing corporate ethics include:62

•	 Promoting a strong public image
•	 Substantially improving society
•	 Helping to manage change
•	 Cultivating teamwork and productivity
•	 Supporting employee growth
•	 Helping to ensure that policies are legal
•	 Helping to avoid criminal acts on the part of employees
•	 Helping to manage employee values associated with quality management, strategic 

planning and diversity management

Ethical employee behavior determines short-term organizational performance and 
long-term organizational success. If employees do not consistently behave ethically, 
long-term sustainability is unlikely for any organization. As management experts Wayne 
Cascio and Peter Cappelli state, “Ethics, values, and strong organizational cultures are 
the very fabric of business.”63 Despite the obvious problems that can result from unethi-
cal employee behavior, most organizations do not have a comprehensive ethics and com-
pliance program.

“Ethics, values, and strong organizational cultures are 
the very fabric of business.”

—Wayne Cascio and Peter Cappelli

In addition to the ethical challenges facing all managers, HRM has its own ethical issues. 
Some common ethical issues in HRM are described in Table 2.2.

HRM promotes ethics by hiring ethical employees, setting clear goals for ethical behav-
ior, training employees in recognizing ethics issues and properly handling ethical situations, 
and holding employees accountable for ethical behavior. To guide ethical behavior, organi-
zations frequently adopt a code of conduct or a code of ethics to clarify what is and what is 
not acceptable.

consider this
A behavior can be  
considered ethical 
under one standard but 
unethical under a differ-
ent standard.

consider this
HRM influences organi-
zational ethics in a vari-
ety of ways, and has its 
own ethical challenges 
to manage.
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Codes of Conduct and Codes of Ethics
Codes of conduct specify expected and prohibited actions in the workplace and give exam-
ples of appropriate behavior. A code of ethics  is a decision-making guide that describes 
the highest values to which an organization aspires. It specifies the company’s ethical rules 
regarding what employees should and should not do. Companies maintaining high-quality 
codes of conduct are more likely to be ranked higher on corporate citizenship, ethical behav-
ior, sustainability, and public perception.64

Relying solely on a code of conduct to manage ethical behavior in the workplace is not 
enough. Companies must also treat employees fairly, align HRM systems to promote ethical 
behavior, and hire and promote ethical leaders at all levels of the company who reinforce the val-
ues behind the code. A clear system of reward and punishment is particularly important in estab-
lishing an ethical culture. Effective managers both reward ethical behavior and respond quickly 
to ethical violations. Table 2.3 highlights some of the ways HRM can support corporate ethics.

code of conduct
specifies expected and 
prohibited actions in 
the workplace and gives 
examples of appropriate 
behavior

code of ethics
a decision-making guide 
that describes the highest 
values to which an organi-
zation aspires

table 2.2
Common Ethical Issues in HRM

Privacy Issues: Keeping employees’ and applicants’ personal and medical information private; 
deciding on the appropriate use of employee surveillance (including via e-mail and video cameras); 
maintaining confidentiality.

Staffing: Handling pressure to hire a friend or family member; dealing with employees  
found to have faked their credentials during the hiring process; avoiding bias and illegal 
discrimination.

Layoffs and Downsizings: Managing employee separations fairly and equitably.

Rewards: Responding to pressure to classify a person into a job grade higher than they deserve in 
order to give them a raise; responding to pressure to give executives more generous incentives or 
benefits than is necessary; paying fair wages. 

Safety: Deciding how to handle bullying; creating and enforcing safety and health policies;  
managing work stress and employee wellness.

Performance Appraisal: Ensuring objectivity and fairness; avoiding the use of nonperformance 
factors in the performance evaluation.

Labor Practices: Using child labor; limiting working hours; exploiting workers; respecting human rights.

table 2.3
How HRM Can Support Corporate Ethics

•	 Hire employees likely to behave ethically.

•	 Train employees how to recognize and handle different ethical situations.

•	 Implement a company code of conduct, and make all employees accountable for fol-
lowing it.

•	 Include ethics information in regular company communications to reinforce its 
importance.

•	 Promptly remove employees involved in unethical behavior or decision making.

•	 Create a reward program that reinforces ethical behavior.

•	 Develop a support system that helps employees make the right decisions and anony-
mously report others’ unethical behavior. 
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46	 CHAPTER 2  The Role of Human Resource Management in Business

How Does HRM Influence Corporate Ethics?
According to the Federal Sentencing Guidelines for Organizations, six basic elements are 
important to a complete ethics and compliance program.65 Note how many of these are the 
responsibility of the HRM function:

	 1.		 Written standards for ethical conduct
	 2.		 Ethics training
	 3.		 Providing a way for seeking ethics-related advice or information
	 4.		 Providing a mechanism for anonymously reporting misconduct
	 5.		 Disciplining employees who violate the law or the standards of the 

organization
	 6.		 Evaluating ethical behavior as part of an employee’s regular performance 

appraisals

The role of ethics in HRM will be regularly discussed throughout this book. This chapter’s 
case study describes how production pressures and ethical issues contributed to Boeing’s 
problems with its 737 MAX.

CASE STUDY: Boeing 737 MAX
After its launch of the 737 class of aircraft in 1967, Boeing sold over 10,000 of them 

to airlines around the world. In 2010, however, rival Airbus began selling its A320neo, 

which was 15 percent more fuel-efficient and becoming popular with customers. After 

American Airlines made tentative plans to replace its short-haul fleet with the A320neo, 

Boeing quickly launched the 737 MAX nine months later.66

Boeing claims to operate based on core values including integrity, or taking 

“the high road by practicing the highest ethical standards” and safety, claiming “we 

value human life and well-being above all else and take action accordingly.”67 The 

company claims that “by committing to safety first, we advance our goals for qual-

ity, cost, and schedule.”68 Because Boeing pushed the FAA for a lighter and faster 

safety certification approval than normal and made no requirement for additional 

pilot training on the 737 MAX despite important technical modifications, it is pos-

sible that both safety and integrity were sacrificed in getting the 737 MAX to market 

quickly.69 There is also some evidence to suggest that employees were fearful of los-

ing their jobs if they raised concerns.70 One senior Boeing safety engineer filed an 

internal ethics complaint alleging that while the plane was still being developed, he 

and his team proposed various safety upgrades that were rejected by management 

because of their cost and because they would increase the need for expensive pilot 

training.71

In addition to the 737 MAX’s technical issues, Boeing’s problems have been blamed 

on a company-wide shift toward cost cutting and away from a culture focused on inno-

vation, safety, or quality.72 Amy Edmonson of Harvard Business School described the 

situation as “a textbook case of how the absence of psychology safety—the assurance 

that one can speak up, offer ideas, point out problems, or deliver bad news without fear 

of retribution.”73

Over 300 people died as a result of multiple 737 MAX crashes, and Boeing paid at 

least $1.2 million to the loved ones of each victim.74

Continued
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How Does HRM Influence Corporate Social Responsibility?
Corporate social responsibility happens when businesses show concern for the common 
good and value human dignity. This can include philanthropy and social initiatives such as 
giving employees paid time off to engage in community service projects. Corporate social 
responsibility can also involve hiring diverse employees, protecting employees on the job, 
protecting the environment, and making safe products.

In the area of social responsibility, eco-friendly candle company Altered Seasons provides 
a meal to an American in need through Feeding America for every candle it sells.75 Hotelier 
Marriott International, featured in this chapter’s opening real-world challenge, replaced plastic 
and paper containers in its cafeteria with real plates and compostable, potato-based contain-
ers called SpudWare. Marriott employees also receive thermoses to eliminate paper cups and 
can trade in burnt-out regular light bulbs from home or work for compact fluorescents. Green 
ambassadors throughout the company spread the word on shutting off lights and electronics, 
printing double-sided, and forgoing paper whenever possible.76

Some organizations blend their social responsibility initiatives with employee development 
activities. Mars Chocolate’s Mars Ambassador Program allows employees to spend up to six weeks 
on projects run by one of the company’s partner organizations, such as the World Wildlife Federa-
tion, or on projects initiated in partnership with local sites and communities. The projects allow 
employees to share their professional or technical expertise to enhance their partners’ capabilities 
and improve employees’ understanding of the communities that support the business.77

How an employer treats its employees is an important part of corporate social responsibil-
ity.78 Organizations are increasingly interested in balancing their financial performance with their 
employees’ quality of life and improving the local community and broader society. One expert 
defined corporate social responsibility this way: “Regardless of how many people with whom you 
come in contact, every one of them should be better off for having known you and your company.”79

Adopting a broader stakeholder perspective that considers the interests and opinions of 
all people, groups, organizations, or systems that affect or could be affected by the organiza-
tion’s actions supports social responsibility. The stakeholder perspective puts responsibil-
ity above shareholder value or profitability. Ethical behavior and social responsibility are 
increasingly seen as the appropriate ways of managing and conducting business. Environ-
mental issues, ethics, employee and product safety, and corporate governance are the four 
primary categories that encompass corporate social responsibility.

Can socially responsible behavior also help a company? In fact, it can help a firm attract 
the best talent,80 and customers are increasingly patronizing companies that do the right 
thing. As Walter J. Cleaver, President and CEO of the Human Resource Planning Society puts 
it, “Sustainability is not just looking at the short term; it’s building for the long haul. A lot 
of companies are looking at the financial, social and environmental impact of what they do. 
Starbucks pays more for coffee beans because it donates a certain amount to the farmers and 
schools (of a foreign country) so they can keep a good supply source. A company’s long-term 
existence is in many ways connected to how the public perceives it in terms of values.”81

Socially responsible business practices are becoming a core part of how many organiza-
tions do business. Nonetheless, some people still believe that companies and their managers 

corporate social 
responsibility
businesses showing con-
cern for the common good 
and valuing human dignity

consider this
A firm’s performance 
is determined by more 
than just its profitability

stakeholder 
perspective
considering the interests 
and opinions of all people, 
groups, organizations, 
or systems that affect or 
could be affected by the 
organization’s actions

consider this
When organizations 
adopt a stakeholder 
perspective, they  
develop a broader and 
longer-term perspective 
in their decision making.

Questions:

1.	 What are some of the core ethical and social responsibility issues present in Boeing’s 

behavior?

2.	 If you were a Boeing employee, would you have spoken up about the safety issues?  

Why or why not?

3.	 How can HRM increase ethical and socially responsible behaviors at Boeing?
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48	 CHAPTER 2  The Role of Human Resource Management in Business

•	 Workplace diversity 

•	 Favorable working conditions 

•	 Nonexploitation of workers, including discrimination and harassment 

•	 Work-life balance initiatives 

•	 Community volunteerism and charitable giving programs

table 2.4
Examples of Socially Responsible HRM Practices 

should focus solely on stockholders’ interests. Others believe that because business is an 
influential element of society it has a duty to help solve public problems. Social responsibil-
ity supporters also believe that ethical and socially responsible behavior is more rational and 
more profitable, and, therefore, it is essential for organizational effectiveness.82

So how are organizations using HRM to support corporate social responsibility? Human rights 
are increasingly being incorporated into HR vision, mission, and values statements. Starbucks 
Coffee’s Global Human Rights Statement states, “Starbucks Global Human Rights Policy empha-
sizes Starbucks commitment to basic human rights as a core component of the way Starbucks 
does business and how Starbucks engages its employees.”83 Corporate social responsibility is also 
increasingly included as a factor in performance evaluations and merit pay increases. Training in 
corporate social responsibility awareness and skills, training managers to report abuses, develop-
ing an ethical corporate culture, and ensuring that global contractors act in ethical and socially 
responsible ways are examples of other HRM initiatives that support social responsibility.

To be lasting, social responsibility efforts must be integrated into the culture of the orga-
nization. Accordingly, corporate social responsibility has the biggest impact when it is inte-
grated with HRM.84 HRM’s threefold role in corporate social responsibility includes making 
sure people management practices are ethical, giving employees the right support and training 
to embed corporate responsibility in their behaviors, and embedding ethics into the organiza-
tional culture.85 Serving stockholders as well as the larger population of stakeholders, which 
includes workers, customers, the community, and even our planet, are not mutually exclusive.

Table 2.4 highlights some of the socially responsible HRM programs and policies being 
implemented by U.S. corporations.

Employee participation in social responsibility initiatives can motivate employees and 
generate some good ideas. When a printing company set a goal to reduce its waste by 20 per-
cent over five years, its executive team naturally focused on streamlining its printing opera-
tions to reduce paper waste. A receptionist pointed out that the number of individual lunches 
delivered to the office every day created a significant amount of food packaging waste. By 
investing in a small café  and encouraging employees to eat a buffet-style lunch, the printer 
reduced twice as much waste as it did by streamlining its printing operations.86

The International Organization for Standardization (ISO), the world’s largest developer 
and publisher of international standards, has created a variety of standards that help organi-
zations meet their environmental and social responsibility objectives. In addition to environ-
mentally related standards such as sustainability and carbon emissions, the ISO publishes 
management standards including those for leadership, customer focus, involvement of peo-
ple, and continual improvement.

Managers have a great deal of influence over the execution of corporate responsibility pro-
grams, and they need to be aware of any likely challenges to successful implementation. Some 
of the greatest obstacles to successful execution of corporate responsibility programs are:87

	 1.		 A focus on quarterly earnings or other short-term targets
	 2.		 The cost of implementation

consider this
Companies serious 
about corporate social 
responsibility make it 
part of the organiza-
tional culture and a 
business priority.
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	 CHAPTER 2  The Role of Human Resource Management in Business	 49

	 3.		 Difficulty in measuring and quantifying return on investment
	 4.		 A nonsupportive corporate culture

This chapter’s Develop Your Skills feature will help you to understand some of the eth-
ical issues that exist in human resource management. This can help you determine how 
important it might be to you to work for an organization with similar values.

Develop Your Skills
Ethical HRM Issues
Understanding the ethical issues likely to exist in your career and thinking through 
what you will do when you experience them helps you to be prepared to handle them 
well. Here are some HRM issues that are common in the field of human resource 
management.

•	 The nature of pay incentive plans
•	 The size of the pay gap between highest and lowest paid workers
•	 The consistency of benefits available to employees
•	 Conducting performance evaluations based solely on performance
•	 Managing trade-offs among different stakeholders including employees, stockhold-

ers, customers, and society
•	 Managing restructurings, furloughs, and layoffs
•	 Deciding how to treat employees in different countries
•	 Deciding what to require of vendors and subcontractors in terms of their HRM prac-

tices and how they treat their employees
•	 Managing health and safety issues including COVID-19 protections
•	 Managing unionization efforts
•	 Employee responsibilities
•	 Employee rights
•	 How much emphasis to put on ethics and social responsibility in hiring and promo-

tion decisions
•	 Deciding what type of culture to create and maintain and how to do it

How Does HRM Support Organizational Change?
Strategy implementation and strategic change often require large-scale organizational 
changes. Two of the largest changes are often the change to the new organizational culture 
and the installation of new employee behaviors. Some of the most common changes man-
aged by HRM include:

	 1.		 New production processes
	 2.		 Opening a new location
	 3.		 Rolling out a new benefits program
	 4.		 Implementing a new human resource information system (HRIS) or upgrading the 

current HRIS system
	 5.		 Expanding international operations

Depending on the nature of a strategic change, some employees are likely to lack the 
willingness or even the ability to support a new strategy. Targeting HRM efforts to develop, 
motivate, and retain the people who are critical to implementing a new strategy may expe-
dite its adoption and ultimately improve the strategy’s effectiveness. Employee participation 
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50	 CHAPTER 2  The Role of Human Resource Management in Business

can also be a positive tactic for change management, as it is ultimately the employees who 
need to adopt different behaviors and goals to support a change if it is to succeed.

Imagine an organization currently manufacturing semiconductor chips. The competitive 
environment requires the organization to compete on cost, so it focuses on operational effi-
ciencies to control expenses. The culture reinforces strict adherence to operating rules to help 
achieve these low-cost goals. What do you think would change if the organization adopts a 
new business strategy of designing new and innovative computer chips and outsourcing their 
production? The organization’s focus would now change to innovation, problem solving,  
and collaboration. Managers would need to be trained and reinforced for doing less rule 
enforcement and more leading, motivating, and communicating. Intel went through this type 
of transformation in the early 1970s when it moved from being a producer of semiconductor 
memory chips to programmable microprocessor chips.

The HRM system supporting organizational change necessarily varies depending on the 
nature of the change.88 It is essential to first identify the key goals of the change initiative and 
focus on these in developing new HRM practices and redesigning the HRM system. A variety  
of HRM initiatives are possible to support change. Lockheed Martin designed a cultural 
change management program around its core competencies of candid and open communica-
tion, taking personal action to remove obstacles to effective performance, and acting when 
a need exists rather than ignoring issues.89 This chapter’s Strategic Impact feature discusses 
some methods Hewlett-Packard (HP) used to change its culture.

One of the most important factors in successfully creating organizational change is the 
creation of a culture of trust.90 There is a great deal of uncertainty before and during a 
change effort. Trust is the glue that keeps employees committed to the organization and 
focused on making the change effort successful. Because resistance to change is common 
when behavioral patterns need to be changed, clear communication and training, goals, feed-
back, and rewards linked to the new behaviors align employees’ goals and behaviors with 
the new goals and needs of the organization. When quick, radical change is necessary, it may 
be appropriate to use coercion, but whenever possible, it is best to use more collaboration 
and consultation to promote engagement and commitment to the change.91

consider this
Because employees 
need to change their 
behaviors and goals for 
an organizational change 
effort to succeed, involv-
ing employees in a 
change management 
effort can improve their 
commitment to  
the change.

Strategic Impact
Culture Change at HP
When problems prompted HP to change its culture, it began requiring staff to formulate 
three personal and three professional goals each year. Employees and managers are 
encouraged to cheer those who meet their goals, such as getting away early to be 
with family. After two years, HP found no loss in productivity despite staff working 
shorter hours, and the staff retention rate improved.92

Global HRM
Cultural differences can influence the appropriateness and the effectiveness of different 
HRM practices. Noted scholar Geert Hofstede performed thousands of interviews and sub-
stantial research on over 40 countries, ultimately identifying five dimensions that tend to 
distinguish cultures across countries.93 Here is a description of each dimension and how it 
might affect HRM practices in different cultures:
	 1.		 Power Distance: Power distance is the amount of inequality that exists and 

that is accepted among people with and without power; higher power distance 

power distance
how much inequality exists 
and is accepted among 
people with and without 
power
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(e.g., Philippines, Guatemala, and Malaysia) is associated with more hierarchical 
companies that have large gaps in authority and compensation, while lower power 
distance (e.g., Austria, Israel, and Denmark) is reflected in flatter organizations in 
which employees and supervisors are considered and treated more equally.

	 2.		 Individualism: Individualism refers to the strength of the ties people have with 
others in their community. Higher individualism (e.g., United States, Australia, 
and New Zealand) is reflected in greater valuation of people’s time and need for 
freedom with an emphasis on individual and extrinsic rewards, whereas lower 
individualism (e.g. Guatemala, Ecuador, and Bangladesh), is reflected in placing 
a high value on harmony rather than honesty with an emphasis on intrinsic and 
collective rewards.

	 3.		 Masculinity: Masculinity refers to the extent to which a culture reflects 
traditionally masculine or feminine traits. Highly masculine cultures show a societal 
preference for assertiveness, achievement, and material rewards for success. More 
feminine cultures prefer modesty, cooperation, and quality of life. Higher masculinity 
(e.g., Japan, Hungary, and Slovakia) is reflected in a distinction between men’s work 
and women’s work, while lower masculinity (e.g., Denmark, Sweden, and Norway) is 
reflected in equal employment opportunity, often supported with legislation.

	 4.		 Uncertainty Avoidance: Uncertainty avoidance reflects the degree of anxiety felt in 
uncertain or unfamiliar situations. Higher uncertainty avoidance (e.g., Greece, Portugal, 
and Uruguay) is associated with a need for structure and very formal and rule-driven 
business conduct, whereas lower uncertainty avoidance (e.g., Singapore, Jamaica, and 
Hong Kong) is associated with an informal business culture, greater acceptance of risk, 
and more concern with long-term performance than with daily events.

	 5.		 Long-Term Orientation: Long-term orientation reflects a focus on long-term 
planning, delivering on social obligations, and avoiding “losing face.” A longer-
term orientation (e.g., China and Taiwan) is reflected in a strong work ethic and 
placing high value on education and training, whereas a shorter-term orientation 
(e.g., West Africa and Canada) is characterized by higher individualism, creativity, 
and equality.

Understanding a society’s culture can help you design more effective HRM systems. The 
desire to apply best practices from an organization’s home country must be balanced with 
the need to adopt local HRM practices. Business locations in high uncertainty avoidance 
cultures may benefit from more detailed policies and 
plans, and HRM managers’ leadership style may need to 
be more independent and achievement-oriented in more 
masculine cultures and more collaborative in more femi-
nine cultures. Incentives should be individual or group 
based, depending on the local culture, and the time frame 
for incentives may need to be adjusted to match each cul-
ture’s long- or short-term orientation.94 In cultures with a 
shorter-term orientation, you can introduce changes more 
quickly and expect employees to be more innovative.95

It is important to remember that belonging to a partic-
ular culture or being from a particular country does not 
ensure that the culture describes a particular individual. 
Individuals from the same area or culture are not all the 
same, and cultural values can change over time

One common stimulus to organizational change is a 
merger or acquisition. Let’s briefly discuss the role of 
HRM during these events.

individualism
the strength of the ties 
people have with others in 
their community—high  
individualism reflects 
looser ties with others

masculinity
the extent to which a cul-
ture reflects traditionally 
masculine (e.g., asser-
tiveness, achievement, 
and material rewards) or 
feminine (e.g., modesty, 
cooperation, and quality of 
life) traits

uncertainty avoidance
the degree of anxiety felt 
in uncertain or unfamiliar 
situations

long-term orientation
reflects a focus on long 
term planning, delivering 
on social obligations, and 
avoiding “losing face”

When organizations expand into other countries it is 
important to understand the local culture and how it 
is likely to affect the implementation of the company’s 
human resource management practices. To be most 
effective, it is usually necessary to balance some of the 
best HRM practices from the organization’s home country 
with some HRM practices that better fit the local culture.
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52	 CHAPTER 2  The Role of Human Resource Management in Business

HRM During Mergers and Acquisitions
Corporate mergers and acquisitions such as the one between Delta and Northwest Airlines 
or acquisitions such as Facebook’s acquisitions of LiveRail and Oculus VR frequently make 
business headlines. Unfortunately, as many as 85 percent of mergers fail to accomplish their 
objectives, and the cost of failure can be enormous.96 Culture mismatch is often blamed as 
a cause of the failure,97 as was the case in the Daimler-Chrysler merger, as well as conflicts 
between managers coming from each firm.

Different HRM activities become important during different stages of a merger or 
acquisition.98 During the due diligence phase, the cultures of both organizations need to be 
evaluated to determine their compatibility. Focusing on talent planning and retention efforts 
early in this phase is also a good idea. During the integration phase, deciding which employ-
ees will be retained and which will be separated and developing retention strategies for key 
employees becomes critical as well as the establishment of a common culture for the com-
bined organization. During the post-close phase, stakeholder satisfaction is addressed, the new 
culture is strengthened, and employee development plans are developed and implemented.

Because cultural issues are a frequent reason for derailed mergers, it is important that HR 
managers ensure that cultural issues are recognized and addressed before, during, and after the 
merger.99 Through their behaviors and decisions to stay or leave the merged company, employ-
ees have an enormous impact on the ultimate success or failure of a merger or acquisition. In 
some cases, companies are acquired because the acquiring company needs the talent and skills 
of the other company. If those key employees leave after the acquisition, the effort is futile.

Communication is critical to the success of a merger or acquisition,100 and HRM must 
carefully manage the treatment of and impact on employees who are let go and on those 
who survive. HR can and should act as both a facilitator and a coach during the process.101 
In addition to deciding what skills and competencies the combined organization needs, HR 
is also typically responsible for identifying which employees, if any, will be let go. It is 
important to identify and try to retain key performers at the acquired company. When Oracle 
launched its hostile takeover of PeopleSoft, many top executives and other employees left 
PeopleSoft.102 Employee retention plans during a hostile takeover can include cash bonuses, 
raises, and promotions.

Let’s next discuss how to assess different aspects of HRM.

HRM Metrics
Metrics and measurements are essential in identifying where the HRM system can be 
improved and helping HRM best meet the needs of the organization and its stakeholders, 
including its employees.103 Without meaningful data, it is difficult to make sound decisions 
in support of the business and strategic execution. Table 2.5 highlights some standard met-
rics organizations use to measure HRM performance.

It is not practical or necessary to measure every HRM activity. It is most important to 
identify and measure the HRM activities that contribute to business strategy execution and 
the organization’s financial performance. Software exists to facilitate the data collection and 
calculation of HR metrics, including OrcaEyes’ SonarVision and IBM’s Cognos. By care-
fully mapping metrics to business goals and objectives, organizations can better identify 
their best recruiting sources and performers, select the best incentive systems, and align 
workforce skills with business objectives.

To be most effective, metrics should be tied to business goals, drive employee behaviors, 
and be tied to rewards. Metrics must be based on accurate data and should be used to guide 
decision making. Organizations pursuing a product differentiation strategy might track  
innovation indicators, whereas organizations pursuing a low-cost strategy might focus on 
efficiency indicators.104

consider this
Mergers often fail 
because of a cultural 
mismatch between 
the two merging 
organizations 

consider this
It is important to treat 
both departing and sur-
viving employees fairly 
and respectfully during 
a merger or acquisition 
to maximize its success.
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Using this Knowledge
To maximize your satisfaction with your career, it is helpful to put as much thought into 

the industry and the organization in which you will work as you do into the work in which 
you will specialize. Some industries, including pharmaceuticals and chemical manufactur-
ing, are inherently more formalized and bureaucratic due to extensive legal regulations. 
Other industries, including entertainment and advertising, are inherently more creative and 
informal. Understanding your preferences for different cultural features can help you choose 
the best fit for you. Here are some of the characteristics you might consider:

•	 A focus on competition versus cooperation
•	 Formal versus flexible procedures
•	 A focus on company success versus the public good
•	 Individual versus team-based rewards
•	 Well-defined versus flexible career paths
•	 A formal versus informal atmosphere
•	 Centralized versus decentralized decision making
•	 Clearly defined responsibilities versus varied responsibilities

Now that you understand what organizational culture is and what HRM-related metrics different 
organizations use, you can apply this information to your own job search. Taking the time to think 
through which organizational culture elements you highly value, and which you would very much 

consider this
How well we fit with our 
industry’s and our orga-
nization’s culture influ-
ences how satisfied we 
are with our career.

table 2.5
Common HRM Metrics

Metric Definition

Absence rate Number of employee absences/(average number of 
employees during the period X the number of workdays)

Cost per hire Recruitment costs/(cost of compensation + benefits)

Customer service ratings Average customer ratings of employee customer service 
performance

Engagement Level of employee satisfaction or engagement with the 
company 

Healthcare cost per employee Total cost of employee health care/number of covered 
employees

Innovation Percent of sales coming from products introduced in the last 
five years

Job offer acceptance rate Number of job offers accepted/number of job  
offers extended

Percent of performance goals 
met or exceeded

Number of individual or group performance goals met or 
exceeded/total number of performance goals

Profit per employee Profit/total number of employees

Return on investment (ROI) [(value of a program or intervention’s benefits -  
total cost)/total cost] X 100

Revenue per employee Revenue/total number of employees

Tenure Average years of service at the organization

Time to fill Days to fill a position

Turnover rate Number of employees leaving/average number of employees 
during the same period

Workers’ compensation cost 
per employee

Total annual workers’ compensation cost/average number of 
employees
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54	 CHAPTER 2  The Role of Human Resource Management in Business

like to avoid, can help you assess whether a potential employer is a good fit for you. It is often 
possible to use the HRM metrics an organization tracks as indicators of cultural elements as well 
as of what the organization would expect of you as an employee. An employer that tracks innova-
tion and employee engagement, for example, would have a different culture than one that tracks 
only revenue and profit per employee. Often employers have careers sections of their websites 
that can provide this type of information as well as their annual reports and other publications.  

Summary and Application
Clearly, HRM can have a large influence on business performance and strategy execution 
through its effects on culture, ethics, and social responsibility. HRM activities play a strong 
role in high-performance work systems and in organizational change initiatives including 
mergers and acquisitions. Understanding a society’s culture is important in designing effec-
tive HRM systems. Best practices from an organization’s home country may not work in 
other cultures and must be balanced with the need to adopt local HRM practices.

Although it is rarely practical or necessary to measure every HRM activity or outcome, 
sound metrics and accurate data are essential to understanding where the HRM system can 
be improved. Without meaningful and accurate data, making sound HRM decisions is dif-
ficult to impossible

In this chapter, you have learned how HRM influences organizations in both direct 
and indirect ways. In addition to acquiring and developing the appropriate talent, aligning 
employee and organizational goals, and motivating employees to perform their best, HRM 
influences the organizational culture and environment in which work is done. By reinforc-
ing the values of the firm, HRM helps clarify for employees how they are to behave and 
make decisions.

Understanding the best fit between your ethics and social responsibility preferences and 
that of a potential employer, as well as understanding the fit between its culture and your 
values and preferred work styles, is critical in choosing a job and organization you will suc-
ceed in and enjoy. Because HRM systems create and reinforce these organizational charac-
teristics, understanding your preferences can help you better manage your own career.

How Culture Reinforces Business Strategy at Marriott
Marriott International is well known as a great employer, consistently being named on Fortune’s 

lists of best places to work, top companies for minorities, and most admired companies. The 

company is also strongly committed to diversity, social responsibility, and community engage-

ment. J. W. Marriott Jr. believes that, “if employees are content, confident, and generally happy 

with themselves and the job, their positive attitude will be felt in everything they do.”105 Accord-

ingly, the company has established a strong HRM system reinforcing its strategic goals. The 

company’s core values are:106

•	 We Put People First: Take care of associates, and they will take care of the customers.

•	 We Pursue Excellence: Our dedication to the customer shows in everything we do.

•	 We Embrace Change: Innovation has always been part of the Marriott story.

Real World  
Response
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•	 We Act with Integrity: How we do business is as important as the business we do.

•	 We Serve Our World: Marriott strives to be a force for good

Marriott makes a point of “hiring friendly” and “training technical” to ensure that it hires peo-

ple with the “Spirit to Serve” who it then trains to do the work. Marriott also promotes from within,  

allowing associates to advance in the company as far as their abilities allow. It also focuses on 

retaining and inspiring employees who possess the “spirit to serve” in jobs they truly enjoy. 

Employees with good financial performance who do not embrace the employees-first philoso-

phy are let go.107

Marriott also offers a total rewards package composed of competitive compensation, profit 

sharing, and a great workplace. Marriott invests millions of dollars a year in training to reinforce its 

culture of hands-on management and attention to detail to promote retention. It invested $2 mil-

lion just in a jobs training program with the goal of training and placing Washington, DC, residents 

in jobs in its newly opened Marriott Marquis.108 Employees who wrote to founder J.W. Marriott to 

bring a problem or complaint to his attention always got a response. Current CEO Bill Marriott’s blog 

(online at: http://www.blogs.marriott.com/) recognizes individual employees’ successes and helps 

keep employees informed of happenings around the company.

The annual Award of Excellence was established in 1987 as a lasting tribute to company 

founder J. Willard Marriott’s ideals of achievement, character, dedication, effort, and persever-

ance. It is presented to a select few who demonstrate these ideals through providing outstanding 

service, consistently exceeding expectations, leading by example, and enhancing the lives of their 

coworkers, customers, and neighbors with their commitment to service excellence. Each year, the 

J.W. Marriott Award for Diversity Excellence recognizes a Marriott business unit and its team of 

associates that demonstrates excellence in promoting diversity and unity.109 

For more than 70 years, Marriott has lived by a simple motto: “Take care of associates, and 

they’ll take care of your customers.”110 This is a strategy rather than merely a sentiment—the 

company knows that retaining and strategically managing its talent drives economic value for 

Marriott. 

Takeaway Points
	 1. 	By reinforcing the desirability of certain values or behaviors, the HRM system helps 

to reinforce the organizational culture.
	 2. 	HRM supports high-performance work systems through goals and processes 

that support employee participation, commitment, and identification with the 
organization. HRM practices promoting power-sharing, information-sharing, and 
training tend to best support HPWS.

	 3. 	There are five standards that help us evaluate the ethics of an action: utilitarian, 
rights, fairness, common good, and virtue. The utilitarian standard strikes the best 
balance of good over harm. The rights standard best respects and protects the moral 
rights of everyone affected by the action. The fairness standard promotes the equal 
or at least fair treatment of everyone. The common good standard promotes respect 
and compassion for everyone. The virtue standard promotes consistency with ideal 
virtues including civility, compassion, and benevolence.

	 4. 	By setting direct expectations of employees and through their influence on corporate 
culture, HRM policies and practices promote both ethics and corporate social 
responsibility.

	 5. 	HRM supports organizational change by creating a culture of trust, managing 
employee resistance to change, and aligning employees’ goals and behaviors with the 
new goals and needs of the organization.
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56	 CHAPTER 2  The Role of Human Resource Management in Business

	 6. 	Hofstede’s five cultural dimensions are power distance, which reflects how much 
inequality exists and is accepted and influences preferences for hierarchy and how equally 
employees are treated; individualism, which reflects the strength of the ties people have 
with others in their community and influences whether individual or collective rewards 
are preferred; masculinity, which is the degree to which a society values and exhibits 
traditional male and female roles and affects equal employment opportunity; uncertainty 
avoidance, which involves the anxiety felt in uncertain or unfamiliar situations and is 
associated with culture formality, risk acceptance, and concern with long-term versus 
short-term performance; and long-term orientation, which reflects a focus on long-term 
planning, delivering on social obligations, and avoiding “losing face” and influences 
work ethic, the value placed on training and education, and creativity.

	 7. 	Through their behaviors and decisions to stay or leave the merged company, 
employees affect the success or failure of a merger or acquisition. To promote 
success, HR must carefully manage the treatment of and impact on employees who 
are let go and on those who survive. HR should act as both a facilitator and a coach 
during the merger process and objectively identify which employees, if any, need to 
be let go based on the combined organization’s needs.

Discussion Questions
	 1. 	What type of culture do you find most desirable as a potential employee? What HRM 

clues can you identify that might let you know the degree to which a prospective 
employer has this culture?

	 2. 	How can HRM support a performance culture? How could HRM undermine a 
performance culture?

	 3. 	Why do you think some employees act unethically? How could you use HRM to help 
address these causes and encourage more ethical behavior?

	 4. 	Do you consider ethics or social responsibility in evaluating prospective employers? 
What do you look for?

	 5. 	What type of business strategy do you think is most compatible with a 
high-performance work system? Why?

	 6. 	What type of business strategy do you think would be a poor fit with a 
high-performance work system? Why?

	 7. 	If you were assigned to work in another culture, how would you use Hofstede’s 
cultural dimensions to be a more effective manager?

	 8. 	If your company was about to be acquired by another, how would you want to be 
treated by HRM? What are some of the biggest mistakes you feel HRM could make 
during the acquisition process?

Personal Development Exercises
Exercise: Managing Ethical Issues in HRM
As you learned in this chapter, there are a variety of ethical issues that exist in HRM. Working in 
a group of three to five people, brainstorm at least five ethical issues that can exist in HRM. For 
example, a very productive manager bullies his subordinates and treats them in ways inconsistent 
with the corporate culture. Then identify how a company can use HRM to handle these ethical 
challenges. Be prepared to share two of your issues and HRM solutions with the class.

Exercise: What Would You Do?
I would like to thank Professor Nancy Zimmerman of the Community College of Baltimore County 
for this exercise idea
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Form groups of three to five students, and discuss what you would do in each of the  
following situations. Be prepared to share your ideas with the class.

	 1.		 Imagine you just joined the leadership team of a large financial services company that 
wants to improve its financial performance. The rest of the leadership team wants to reduce 
the company’s workforce through outsourcing or selling some business units and then 
hire back some of the former employees as contract labor so it can pay them less and not 
provide benefits. Essentially, they want to find ways to pay people less for doing the same 
work without benefits and with fewer legal obligations. What would you recommend?

	 2.		 Imagine your CEO recently read about another company focusing its training and 
compensation resources on the highest-performing 10 percent of its employees and 
asks for your opinion.

	 3.		 Imagine you are starting a new online marketing company and are trying to 
establish the compensation system for your employees. In percentages, how much 
more would you pay the highest paid employee than the lowest paid employee?

Strategic HRM Exercises
Exercise: Culture Choice at Amazing Apps
Form groups of three to five students. Imagine that you started a company called Amazing 
Apps to develop applications for the iPad. You’ve had some good early success, but you 
need to hire more people to more quickly develop new products and get them up on the 
Apple Store. You know that the creativity and programming talent of the people you hire is 
going to be critical to your company’s future success, and you know that your HRM system 
will be key to hiring and motivating the right talent. Be prepared to share your answers to 
the following questions with the class.

	 1.		 Describe the type of culture you would like to create in your company.
	 2.		 How would you use HRM to reinforce this culture?
	 3.		 What would be the biggest threats to establishing your intended culture, and how 

could you overcome them?

Exercise: Creating a High-Performance Work System
I would like to thank Professor Gery Markova of Wichita State University for this exercise idea

Divide the class into teams of three to five students. Half of the teams are to imagine that 
they are owners of a high-end local restaurant. The restaurant’s business strategy is to pro-
vide high customer service and a premium-quality product. You use recipes that have been 
in your family for generations and use only the highest quality ingredients. Employee turn-
over is low, and you pay above-average wages. You want to invest in a high-performance 
work system because you believe it will enable you to best execute your strategy and 
obtain a competitive advantage. How would you utilize various HRM functions and activi-
ties in designing a high-performance work system that would best accomplish your goals?

The other half of the teams are to imagine that they are owners of a local fast food 
restaurant. The business strategy is to be a low-cost provider of quality food. The res-
taurant is competing with many other fast food restaurants, and you want to invest in a 
high-performance work system because you believe it will enable you to best execute your 
strategy and obtain a competitive advantage. Turnover is fairly high, and you are only able to 
pay market wages. How would you utilize various HRM functions and activities in design-
ing a high-performance work system that would best accomplish your goals?

All teams should be prepared to share their ideas with the class after a 20-minute discussion.
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58	 CHAPTER 2  The Role of Human Resource Management in Business

Exercise: How HRM Helps PepsiCo Succeed
After reading this chapter, you should have a good understanding of how HRM contributes 
to organizational performance. PepsiCo recognizes the importance of its diverse talent to 
its business strategy execution and success. The employer is regularly included on a vari-
ety of “most admired employer” lists.111 Visit the company’s website (https://www.pepsico.
com/sustainability/talent and https://www.pepsicojobs.com/main) and explore the website 
to learn how the company presents itself to potential employees. After learning more about 
working at PepsiCo, answer the following questions:

	 1.		 Identify three topics from this chapter that relate to PepsiCo.

	 2.		 How are corporate social responsibility, ethics, and diversity valued by PepsiCo?

	 3.		 Based on what you learned from its website, does PepsiCo seem like a company 
you would enjoy working for? Why or why not? What additional information would 
you like to have before deciding whether or not to apply for a job with PepsiCo?

Exercise: The Role of Corporate Culture at Zappos
View the two YouTube videos, “Life at Zappos” (1:37) and “Zappos: Where Company Cul-
ture is #1” (3:28) to learn about online shoe retailer Zappos’ corporate culture and how its 
CEO views the role of culture at the company. After watching the video, answer the follow-
ing questions:

	 1.		 Why does Zappos’ CEO Tony Hsieh feel that culture is so important to Zappos?
	 2.		 How does Zappos reinforce its culture through HRM?
	 3.		 Is Zappos’ culture one in which you would enjoy working? Why or why not?

Exercise: Legal Versus Ethical Behaviors and Decisions
I would like to thank Professor Gery Markova of Wichita State University for this exercise idea.

Divide the class into teams of three to five students. Each team has 20 minutes to identify 
HRM behaviors representing different functional areas that fit in one of the four quadrants in 
the matrix below, identifying work behaviors and decisions that are:

	 1.		 Legal and ethical
	 2.		 Legal and unethical
	 3.		 Illegal and ethical
	 4.		 Illegal and unethical.

Be prepared to share your ideas with the class. 

Unethical Ethical

Illegal

Legal
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Exercise: Ethics Codes
I would like to thank Professor Bobbie Knoblauch of Wichita State University for this exercise idea.

Use the Internet to research the ethics codes (also called a “code of ethics”) for at least three 
organizations. Write a one-page paper comparing and contrasting them. Be sure to include 
your thoughts about what an organization’s ethical code should contain.

Exercise: Applying the Five Ethical Perspectives
I would like to thank Professor Barbara Rau of the University of Wisconsin-Oshkosh for this exercise 
idea.

You are responsible for cutting the cost of your sales force by at least $100,000 within one 
month. Each of the company’s six sales people is described below. In addition to an individ-
ual commission of up to $10,000 per year, the company currently has a bonus plan that can 
increase pay by up to 20 percent if the department’s sales goals are met. Apply the five ethi-
cal standards to your decision. How might your decision differ depending on which ethical  
standard you are applying?

	 1.		 R.P. has been with the company for six years and earns $60,000 per year. R.P.’s 
performance has been high, and R.P. has unique industry knowledge that helps the 
company create its annual sales strategy.

	 2.		 T.J. has been with the company for eight years and earns $58,000 per year. T.J.’s 
performance has been high, and T.J.’s spouse is having difficulty finding a job since 
becoming unemployed six months ago.

	 3.		 A.I. has been with the company for one year and earns $50,000 per year. A.I.’s 
performance has been about average. A.I.’s performance has increased over the past 
year, and the company expects A.I.’s performance to continue to improve with more 
experience.

	 4.		 W.N. has been with the company for two years and earns $53,000 per year. W.N.’s 
performance has been average. W.N. took on a lot of debt to help a family member, 
and is afraid that job loss will result in bankruptcy.

	 5.		 S.G. has been with the company for five years and earns $56,000 per year. 
S.G.’s performance has been slipping, and this year’s sales performance was the 
lowest in the company. S.G. has been taking classes at night, hoping to eventually 
switch careers.

	 6.		 L.K. has been with the company for four years and earns $50,000 per year. L.K.’s 
performance has never been great, although the company has continued to invest in 
training to help L.K. improve. L.K. is an enthusiastic employee and a great fit with 
the company’s culture.

Integrative Project
In the last chapter, you identified a company and an industry to focus on for this project. 
You also described the business strategy, competitive advantage, and talent philosophy you 
would use to create a competitive advantage for your business. Your assignment for this 
chapter is to think about and formalize your company’s position on social responsibility 
and ethics. Record your company’s formal statement about each. Feel free to research other 
companies’ statements online for insight into how to craft your own. Then describe the 
culture you would create at your company, explain why it is best suited to your company’s 
needs, and explain how it will contribute to its success.
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The Forked Oak Case
Write a single-spaced, one-page, business-style report identifying and rank ordering what 
you feel are the five most important HRM metrics for The Forked Oak’s restaurant servers 
and explain why the company should track each of them. Your audience should be the top 
management team of the company, and your goal is to persuade them to start tracking these 
metrics. To do so, you need to explain what they are and why they are important to The 
Forked Oak’s performance, business strategy, and competitive advantage.

Video Case
Imagine a coworker at Happy Time Toys asks you if you think it would be alright if the 
company used the peer feedback it acquired for developmental purposes for pay raises as 
well. What do you say or do? Go to this book’s video case, watch the challenge video for this 
chapter, and choose the best video response.  Be sure to also view the outcomes of the two 
responses you didn’t choose.

Discussion Questions

	 1.		 What are the ethical issues involved in using peer feedback solicited for 
developmental purposes for determining pay raises as well?

	 2.		 If your coworkers gave you constructive feedback to help you improve, and then 
the feedback negatively impacted your pay raise, would you think that was fair? Why 
or why not?

	 3.		 What do you think would be the best information to use in determining pay raises? 
What is the best way to collect this information?

	 1.		  Marriott (2017). J. W. Marriott, Jr. Retrieved January 20, 
2020, from http://www.marriott.com/culture-and-values/jw-
marriott-jr.mi

	 2.		  Marriott (2016). Our story. Retrieved January 20, 2020, from 
http://www.marriott.com/about/culture-and-values/history.
mi#lookingahead

	 3.		  Family Business Consulting Group (2020). J.W. Marriott, Jr., 
on family business. Retrieved January 20, 2020, from https://
www.thefbcg.com/jw-marriott-jr-on-family-business/

	 4.		  Saridakis, G., Lai, Y., & Cooper, C. L. (2017). Exploring 
the relationship between HRM and firm performance: A 
meta-analysis of longitudinal studies. Human Resource 
Management Review, 27(1): 87–96.
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	 9.		  Wilson, F. (2012). Viewpoints: A strong foundation. Inc., 
April, 27.

	10.		  O’Reilly III, C. A., Caldwell, D. F., Chatman, J. A., & Doerr, 
B. (2014). The promise and problems of organizational 
culture: CEO personality, culture, and firm performance. 
Group & Organization Management, 39(6): 595–625.

	11.		  Hartnell, C. A., Ou, A. Y., & Kinicki, A. (2011). Organizational 
culture and organizational effectiveness: A meta-analytic 
investigation of the competing values framework’s theoretical 
suppositions. Journal of Applied Psychology, 96: 677–694; 
Naranjo-Valencia, J. C., Jimeˊnez-Jimeˊnez, D., & Sanz-Valle, 
R. (2011). Innovation or imitation? The role of organizational 
culture. Management Decision, 49: 55–72.

	12.		  Hartnell, C. A., Ou, A. Y., Kinicki, A. J., Choi, D.,  
& Karam, E. P. (2019). A meta-analytic test of organizational 
culture’s association with elements of an organization’s 
system and its relative predictive validity on organizational 
outcomes. Journal of Applied Psychology, 104(6), 832–850.

	13.		  Deshpandeˊ, R., & Farley, J. (1999). Executive insights: 
Corporate culture and market orientation: Comparing Indian and 
Japanese firms. Journal of International Marketing, 7: 111–127.

	14.		  Denison, D. (1990). Corporate culture and organizational 
effectiveness. New York: Wiley.

	15.		  Schorin, G., & Wilberding, M. (January 1, 2020). The X Ffactor 
of Ggreat Ccorporate Ccultures,. Harvard Business Review. 

Endnotes

02_Phillips_HRM_3e_ch02.indd   6002_Phillips_HRM_3e_ch02.indd   60 10/6/2020   2:55:19 PM10/6/2020   2:55:19 PM

Copyright (c)2024 by Sage Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

DO N
OT C

OPY, P
OST, O

R D
ISTRIBUTE



	 CHAPTER 2  The Role of Human Resource Management in Business	 61

Retrieved February 2, 2020, from https://hbr.org/2020/01/the-x-
factor-of-great-corporate-cultures

	16.		  Aflac.com (2020). Life at Aflac. Retrieved February  2, 2020, 
from https://www.aflac.com/careers/life-at-aflac/default.aspx

	17.		  Borucki, C. C., & Burke, M. J. (1999). An examination 
of service-related antecedents to retail store performance. 
Journal of Organizational Behavior, 20: 943–962; Johnson, 
J. W. (1996). Linking employee perceptions of service 
climate to customer satisfaction,” Personnel Psychology, 49: 
831–85; Ostroff, C., & Schmitt, N. (1993). Configurations 
of organizational effectiveness and efficiency. Academy of 
Management Journal, 36: 1345–1361.

	18.		  Bartlett, C. A., & Mohammed, A. (1995). 3M: Profile of an 
innovating company. Harvard Business School, #9-395-016.

	19.		  Huston, C. (2017). Uber harassment scandal will hurt but 
not in same way as #DeleteUber campaign. MarketWatch, 
February 23. Retrieved February 10, 2020, from http://www 
.marketwatch.com/story/uber-harassment-scandal-will-hurt-
but-not-in-same-way-as-deleteuber-campaign-2017-02-22

	20.		  Weissman, C. G. (2017). This is what caused Uber’s broken 
company culture. Fast Company, February 27. Retrieved 
February 10, 2020, from https://www 
.fastcompany.com/3068475/pov/this-is-what-caused-ubers-
broken-company-culture

	21.		  Zipkin, N. (2017). Uber CEO Travis Kalanick launches 
investigation into sexual harassment claims. Entrepreneur, 
February 21. Retrieved February  10, 2020, from https://www 
.entrepreneur.com/article/289555

	22.		  Weissman, C. G. (2017). “This is what caused Uber’s broken 
company culture. Fast Company, February 27. Retrieved 
February 10, 2020, from https://www 
.fastcompany.com/3068475/pov/this-is-what-caused-ubers-
broken-company-culture

	23.		  Sheridan, J. (1992). Organizational culture and employee 
retention. Academy of Management Journal, 35: 1036–1056.

	24.		  Weber, G. (2005). Preserving the counter culture. Workforce 
Management, 84: 28–34.

	25.		  O’Brien, K. J. (2010). Nokia’s new chief faces culture of 
complacency. The New York Times, September 26. Retrieved 
February 10, 2020, from http://www.nytimes.com/2010/09/27/
technology/27nokia.html

	26.		  Schneider, B. (1990). The climate for service: An application 
of the climate construct. In B. Schneider (Ed.), Organizational 
climate and culture, (pp. 383–412). San Francisco, CA: Jossey-
Bass; Bowen, D. E., & Ostroff, C. (2004). Understanding HRM-
firm performance linkages: The role of the ‘strength’ of the 
HRM system. Academy of Management Review, 29: 203–221.

	27.		  Egan, M. (2016). I called the Wells Fargo ethics line and was 
fired. CNN, September 21. Retrieved February 10, 2020, 
from http://money.cnn.com/2016/09/21/investing/wells-fargo-
fired-workers-retaliation-fake-accounts/index.html; Egan, 
M. (2017). Wells Fargo admits to signs of worker retaliation. 
CNN, January 24. Retrieved February 10, 2020, from http://
money.cnn.com/2017/01/23/investing/wells-fargo-retaliation-
ethics-line/index.html

	28.		  Taylor, W. (2010). Why we (shouldn’t) hate HR. Harvard 
Business Review, June 10. Retrieved February 10, 2020, from 
https://hbr.org/2010/06/why-we-shouldnt-hate-hr

	29.		  Ibid.
	30.		  Stallard, M. L. (2014). 3 ways Pixar gains competitive 

advantage from its culture. Fox Business, May 23. 
Retrieved February 10, 2020, from http://www 
.foxbusiness.com/features/2014/05/23/3-ways-pixar- 
gains-competitive-advantage-from-its-culture.html

	31.		  Catmull, E. (2008). How Pixar fosters collective creativity. 
Harvard Business Review, 86: 64–72.

	32.		  Ostroff, C., & Bowen, D. E. (2016). Reflections on the 2014 
decade award: Is there strength in the construct of HR system 
strength? Academy of Management Review, 41(2): 196–214.

	33.		  Bowen, D. E., & Ostroff, C. (2004). Understanding HRM-
firm performance linkages: The role of the ‘strength’ of the 
HRM system. Academy of Management Review, 29: 203–221.

	34.		  Glazer, B. (2016). The biggest lesson from Volkswagen,” 
Entrepreneur, January 8. Retrieved February 10, 2020, from 
https://www.entrepreneur.com/article/254178

	35.		  Leung, K., Bhagat, R., Buchan, N., Erez, M., & Gibson, C.  
(2005). Culture and international business: Recent advances 
and their implications for future research. Journal of 
International Business Studies, 36: 370; Edgington, R., & 
Bruce, G. (2006). Organizational culture: Preferences and 
realities. GMAC Research Report RR-06-11, June 7.

	36.		  Edgington, R., & Bruce, G. (2006). Organizational culture: 
Preferences and realities. GMAC Research Report RR-06-11, 
June 7.

	37.		  Lau, C.M., & Ngo, H. Y. (2004). The HR system, 
organizational culture, and product innovation. International 
Business Review, 13: 685–703; Shipton, H., West, M. A., 
Dawson, J., Birdi, K., & Patterson, M. (2006). HRM as 
a predictor of innovation. Human Resource Management 
Journal, 16: 3–27; DeLeede, J., & Looise, J. K. (2005). 
Innovation and HRM: Towards an integrated framework. 
Creativity and Innovation Management, 14: 108–117.

	38.		  Lee, L. (2002). A singular sensation for Schwab brokers. 
Bloomberg, January 24. Retrieved February 10, 2020, from 
https://www.bloomberg.com/news/articles/2002-01-23/a-
singular-sensation-for-schwab-brokers

	39.		  Lazarova, M., Peretz, H., & Fried, Y. (2017). 
Locals know best? Subsidiary HR autonomy and 
subsidiary performance. Journal of World Business, 52: 83–96.

	40.		  Lawler, E. E. (1992). The ultimate advantage: Creating the high 
involvement organization. San Francisco, CA: Jossey-Bass, 30.

	41.		  Gong, Y., Chang, S., & Cheung, S.Y. (2010). High 
performance work system and collective OCB: A 
collective social exchange perspective. Human Resource 
Management Journal, 20: 119–137.

	42.		  Lawler, E. E., Mohrman, S. A., & Ledford, G. E. (1995). 
Creating high performance organizations: Practices and 
results of employee involvement and total quality management 
in Fortune 1000 companies. San Francisco, CA: Jossey-Bass, 
74.

	43.		  Pfeffer, J. (1998). The human equation: Building profits by 
putting people first. Boston, MA: Harvard Business School 
Press, 32.

	44.		  Ibid.
	45.		  Saridakis, G., Lai, Y., & Cooper, C. L. (2017). Exploring 

the relationship between HRM and firm performance: A 
meta-analysis of longitudinal studies. Human Resource 
Management Review, 27: 87–96.

	46.		  Lawler, E. E. (1992). The ultimate advantage: Creating the 
high involvement organization. San Francisco, CA: Jossey-
Bass.

	47.		  Lawler, E. E., Mohrman, S. A., & Ledford, G. E. (1995). 
Creating high performance organizations: Practices and results 
of employee involvement and total quality management in 
Fortune 1000 companies. San Francisco, CA: Jossey-Bass.

	48.		  Pfeffer, J. (1998). The human equation: Building profits by 
putting people first. Boston, MA: Harvard Business School 
Press, 293–296.

02_Phillips_HRM_3e_ch02.indd   6102_Phillips_HRM_3e_ch02.indd   61 10/6/2020   2:55:19 PM10/6/2020   2:55:19 PM

Copyright (c)2024 by Sage Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

DO N
OT C

OPY, P
OST, O

R D
ISTRIBUTE



62	 CHAPTER 2  The Role of Human Resource Management in Business

	49.		  Orlando, R., & Johnson, N. B. (2004). High performance work 
practices and human resource management effectiveness: 
Substitutes or compliments? Journal of Business Strategies, 
21: 133–148.

	50.		  Frank, R., & Efrati, A. (2009). ‘Evil’ Madoff gets 150 years 
in epic fraud. Wall Street Journal Online, June 30. Retrieved 
February 10, 2020, from http://online.wsj.com/article/
SB124604151653862301.html

	51.		  CBS MoneyWatch (2009, February 17). President and COO 
lies about degrees, resigns. Retrieved February 10, 2020, from 
http://www.cbsnews.com/news/president-and-coo-lies-about-
degrees-resigns/

	52.		  Lemkin, R. (2008, February 1). Dirty little secrets: Corporate 
espionage. BBC News. Retrieved February 10, 2020, from 
http://news.bbc.co.uk/2/hi/business/7220063.stm

	53.		  Turner, H. (2007, May 1). Roaches and a rat found at ConAgra 
peanut butter plant. LawyersandSettlements.com. Retrieved 
February 10, 2020, from http://www 
.lawyersandsettlements.com/features/peanut-butter-roaches-
rats.html

	54.		  Weise, E. (2008, September 15). FDA: Melamine found in 
baby formula made in China,” USA Today. Retrieved February 
10, 2020, from http://www.usatoday.com/news/health/2008-
09-11-tainted-formula_N.htm

	55.		  McVeigh, K. (2012, April 20). Secret Service scandal in 
Colombia has agency’s culture under a microscope. The 
Guardian. Retrieved February 10, 2020, from http://www 
.guardian.co.uk/world/2012/apr/20/secret-service-scandal-
columbia-agency?newsfeed=true.

	56.		  Meinert, D. (2014, April 1). Creating an ethical workplace. 
Society for Human Resource Management. Retrieved 
February 8, 2020, from https://www.shrm.org/hr-today/news/hr-
magazine/pages/0414-ethical-workplace-culture.aspx

	57.		  Phillips, J. M., & Gully, S. M. (2012). Organizational 
behavior. Mason, OH: South-Western/Cengage Learning.

	58.		  Knutson, J. (2001). Project management for business 
professionals. New York: John Wiley & Sons.

	59.		  Giacalone, R. A., Jurkiewicz, C. L., & Promislo, M. (2016). 
Ethics and well-being: The paradoxical implications of 
individual differences in ethical orientation. Journal of 
Business Ethics, 137(3), 491–506.

	60.		  Ibid.
	61.		  Marquez, J. (2006, May 22). Rebalancing Putnam. Workforce 

Management, pp. 1, 18–22. Retrieved February 10, 2020, 
from http://www.workforce.com/archive/feature/hr-
management/rebalancing-putnam/index.php

	62.		  Knutson, J. (2001). Project management for business 
professionals. New York: John Wiley & Sons.

	63.		  Cascio, W. F. & Cappelli, P. (2009). Mesh values, incentives, 
and behavior. HR Magazine, January, 47–50.

	64.		  Erwin, P. M. (2010). Corporate codes of conduct: The effects 
of code content and quality on ethical performance. Journal of 
Business Ethics, 99, 535–548.

	65.		  U.S. Sentencing Commission. (2015). Chapter eight—Sentencing 
of organizations. Retrieved February 10, 2020, from http://www 
.ussc.gov/guidelines/2015-guidelines-manual/2015-chapter-8

	66.		  Pontefract, D. (March 18, 2019). Boeing’s 737 MAX crisis 
is a leadership issue. Forbes. Retrieved February 3, 2020, 
from https://www.forbes.com/sites/danpontefract/2019/03/18/
boeings-737-max-crisis-is-a-leadership-issue/#6abc36e26a0a

	67.		  Pontefract, D. (March 18, 2019). Boeing’s 737 MAX crisis 
is a leadership issue. Forbes. Retrieved February 3, 2020, 
from https://www.forbes.com/sites/danpontefract/2019/03/18/
boeings-737-max-crisis-is-a-leadership-issue/#6abc36e26a0a

	68.		  Pontefract, D. (March 18, 2019). Boeing’s 737 MAX crisis 
is a leadership issue. Forbes. Retrieved February 3, 2020, 
from https://www.forbes.com/sites/danpontefract/2019/03/18/
boeings-737-max-crisis-is-a-leadership-issue/#6abc36e26a0a

	69.		  Pontefract, D. (March 18, 2019). Boeing’s 737 MAX crisis 
is a leadership issue. Forbes. Retrieved February 3, 2020, 
from https://www.forbes.com/sites/danpontefract/2019/03/18/
boeings-737-max-crisis-is-a-leadership-issue/#6abc36e26a0a

	70.		  Edmonson, A. C. (May 4, 2019). Boeing and the importance 
of encouraging employees to speak up. Harvard Business 
Review. Accessed February 3, 2020, from https://hbr.
org/2019/05/boeing-and-the-importance-of-encouraging-
employees-to-speak-up

	71.		  Schaperm, D. (October 2, 2019). Boeing safety engineer filed 
ethics complaint last year over 737 Max safety upgrades. 
NPR. Retrieved February 3, 2020, from https://www.npr.
org/2019/10/02/766568896/boeing-safety-engineer-filed-
ethics-complaint-last-year-over-737-max-safety-upgr

	72.		  Boucher, P. (October 4, 2019). 737 MAX crashes raised 
questions about Boeing’s culture. Soon its CEO will have 
to answer them. Fortune. Retrieved February 3, 2020, from 
https://fortune.com/2019/10/04/boeing-737-max-culture-
muilenburg/

	73.		  Edmonson, A. C. (May 4, 2019). Boeing and the importance 
of encouraging employees to speak up. Harvard Business 
Review. Accessed February 3, 2020, from https://hbr.
org/2019/05/boeing-and-the-importance-of-encouraging-
employees-to-speak-up

	74.		  Boucher, P. (October 4, 2019). 737 MAX crashes raised 
questions about Boeing’s culture. Soon its CEO will have 
to answer them. Fortune. Retrieved February 3, 2020, from 
https://fortune.com/2019/10/04/boeing-737-max-culture-
muilenburg/

	75.		  Taylor, N. F. (2015, July 1). 22 great examples of socially 
responsible businesses. Business News Daily. Retrieved 
February 10, 2020, from http://www.businessnewsdaily.
com/5499-examples-socially-responsible-businesses.html

	76.		  Conlin, M. (2008, February 18). Working life. BusinessWeek, 
p. 60.

	77.		  Moss, D. (2016). One sweet job. HR Magazine, October, 
43–45.

	78.		  Barrena-Martinez, J., Lopez-Fernandez, M., & Romero-
Fernandez, P. M. (2011). Research proposal on the relationship 
between corporate social responsibility and strategic human 
resource management. International Journal of Management and 
Enterprise,10(2-3), 173–187.

	79.		  Sanders, T. (2008). Saving the world at work. New York: 
Doubleday Business.

	80.		  Duarte, A. P., Gomes, D. R., & Das Neves, J. G. (2014). Tell 
me your socially responsible practices, I will tell you how 
attractive for recruitment you are! The impact of perceived 
CSR on organizational attractiveness. Teˊkhne, 12, 22–29.

	81.		  Workforce Management (2006). 5 questions for Walter J. 
Cleaver, president and CEO of the Human Resource Planning 
Society. Workforce Management, July 31, p. 7.

	82.		  Etheridge, J. M. (1999). The perceived role of ethics and 
social responsibility: An alternative scale structure. Journal of 
Business Ethics, 18(1), 51–64.

	83.		  Starbucks Coffee. (2020). Global human rights statement. 
Retrieved February 10, 2020, from https://globalassets.
starbucks.com/assets/1d7de46ff5f845d89c01a81bebdbdb59.pdf

	84.		  Sarvaiya, H., Eweje, G., & Arrowsmith, J. (2018). The roles 
of HRM in CSR: Strategic partnership or operational support? 
Journal of Business Ethics, 153(3), 825–837.

02_Phillips_HRM_3e_ch02.indd   6202_Phillips_HRM_3e_ch02.indd   62 10/6/2020   2:55:19 PM10/6/2020   2:55:19 PM

Copyright (c)2024 by Sage Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

DO N
OT C

OPY, P
OST, O

R D
ISTRIBUTE



	 CHAPTER 2  The Role of Human Resource Management in Business	 63

	85.		  Higginbottom, K. (2014, January 6). Why HR needs 
to take a leadership role in CSR. Forbes. Retrieved 
February 11, 2017, from http://www.forbes.com/sites/
karenhigginbottom/2014/01/06/why-hr-needs-to-take-a-
leadership-role-in-csr/#44c2c37f2e69

	86.		  McClellan, J. (n.d.). Get your employees excited about 
sustainability. Society for Human Resource Management, 
June 27. Retrieved February 11, 2020, from https://www.shrm.
org/resourcesandtools/hr-topics/behavioral-competencies/
ethical-practice/pages/employeesandsustainability.aspx

	87.		  CIPS. (2013). Effective CSR implementation. Retrieved February 
17, 2020, from https://www.cips.org/Documents/Knowledge/
Procurement-Topics-and-Skills/4-Sustainability-CSR-Ethics/
Corporate-Social-Responsibility/Effective_CSR_implementation.
pdf; Yuen, K. F., & Lim, J. M. (2016). Barriers to the 
implementation of strategic corporate social responsibility in 
shipping. The Asian Journal of Shipping and Logistics, 32: 49–57.

	88.		  Rees, C. J., & Johari, H. (2010). Senior managers’ perceptions 
of the HRM function during times of strategic organizational 
change: Case study evidence from a public sector banking 
institution in Malaysia. Journal of Organizational Change 
Management, 23, 517–536.

	89.		  Carter, L., Ulrich, D., & Goldsmith, M. (2005). Best practices 
in leadership development and organizational change: How 
the best companies ensure meaningful change and sustainable 
leadership. San Francisco, CA: Pfeiffer.

	90.		  Argyris, C. (1993). Knowledge for action: A guide to 
overcoming barriers to organizational change. San Francisco, 
CA: Jossey Bass.

	91.		  Dunphy, D., & Stace, D. (1990). Under new management: 
Australian organizations in transition. Sydney: McGraw Hill.

	92.		  El-Nadi, F. (2011). Examples of strong corporate cultures. 
Evancharmichael.com. Retrieved February 11, 2017, from http://
www.evancarmichael.com/Human-Resources/840/Examples-Of-
Strong-Corporate-Cultures.html

	93.		  Hofstede, G. (2003). Culture’s consequences: Comparing 
values, beliefs, behaviors, institutions, and organizations 
across nations. Thousand Oaks, CA: Sage Publications; 
Hofstede, G., & Hofstede, G. J. (2005). Cultures and 
organizations: Software of the mind. New York: McGraw-
Hill; Hofstede, G. (1984). Culture’s consequences: 
International differences in work-related values, Vol. 5. 
Newbury Park, CA: Sage.

	94.		  Friedman, B. A. (2007). Globalization implications for human 
resource management roles. Employee Responsibilities and 
Rights Journal, 19, 157–171.

	95.		  Based on Hofstede, G. (2003). Culture’s consequences: 
Comparing values, beliefs, behaviors, institutions, and 
organizations across nations. Thousand Oaks, CA: Sage 
Publications; Hofstede, G., & Hofstede, G. J. (2005). 
Cultures and organizations: Software of the mind. New 
York: McGraw-Hill; Hofstede, G. (1984). Culture’s 
consequences: International differences in work-related 
values, Vol. 5. Newbury Park, CA: Sage.

	96.		  Heffernan, M. (2012, April 24). Why mergers fail. CBS 
MoneyWatch. Retrieved February 10, 2020, from http://www 
.cbsnews.com/news/why-mergers-fail/

	97.		  Marks, M. L., & Mirvis, P. H. (2011). A framework for the 
human resources role in managing culture in mergers and 
acquisitions. Human Resource Management, 50, 859–877.

98.		  See EY. (2017). Human capital and merger and acquisitions: 
How to integrate the global mobility and talent management 
function of differing cultures. Retrieved February 10, 
2020, from http://www.ey.com/Publication/vwLUAssets/
EY_Human_capital_and_merger_and_acquisitions/$FILE/
EY-HC_and_MA_talent_management.pdf; Talent retention: 
Make or break the deal. PWC, January 12. Retrieved February 
10, 2020, from https://usblogs.pwc.com/deals/merger-
talent-retention-make-or-break-the-deal/; Jackson, S. E., & 
Schuler, R. S. (2001). HR issues and activities in mergers and 
acquisitions. European Management Journal, 19, 239–253 for 
more information.

99.		  Weber, Y., Rachman-Moore, D., & Tarba, S. Y. (2011). 
HR practices during post-merger conflict and merger 
performance. International Journal of Cross Cultural 
Management. Published online November 8, 2011. doi: 
10.1177/1470595811413111

	100.		  Siegenthaler, P. J. (2011). What role for HR during mergers 
and acquisitions? Human Resource Management International 
Digest, 19, 4–6.

	101.		  Weber, Y., & Tarba, S. Y. (2010). Human resource practices 
and performance of mergers and acquisitions in Israel. Human 
Resource Management Review, 20, 203–211.

102. � Gilbert, A. (2004). Besieged PeopleSoft suffers exodus of 
execs. CNET, March 15. Retrieved February 7, 2010, from 
https://www.cnet.com/news/besieged-peoplesoft-suffers-
exodus-of-execs/

103. � Porter, T. H., & Norris, S. E. (2012). Human resource metrics: 
A contemporary approach to managing human capital. In 
W. J. Rothwell (Ed.). The encyclopedia of human resource 
management, Vol. 2, human resources and employment forms, 
129–136.

104. � Gates, S., & Langevin, P. (2010). Human capital measures, 
strategy, and performance: HR managers’ perceptions. 
Accounting, Auditing & Accountability Journal, 23,  
111–132.

105. � Marriott, J. W., & Brown, K. A. (1997). The spirit to serve: 
Marriott’s way. New York: HarperCollins, 36.

106. � Marriott. (n.d.). Core values & heritage. Retrieved February 
2, 2020, from http://www.marriott.com/culture-and-values/
core-values.mi

107. � Marriott, J. W., & Brown, K. A. (1997). The spirit to serve: 
Marriott’s way. New York: HarperCollins.

108. � Bhattarai, A. (2015). Nearly a year in, Marriott Marquis says 
job training program has worked. The Washington Post, 
March 20. Retrieved February 10, 2020, from https://www 
.washingtonpost.com/business/capitalbusiness/nearly-as-
year-in-marriott-marquis-says-job-training-program-has-
worked/2015/03/19/7417c056-ccb4-11e4-8c54-ffb5ba6f2f69_
story.html?utm_term=.2a03289eeb4f

109. � Marriott.com. (2016, May 11). Marriott International 
celebrates 30 years of honoring associates. Retrieved February 
6, 2017, from https://news.marriott.com/news/2016/05/11/
marriott-international-celebrates-30-years-of-honoring-
associates

110. � Marriott.com, (2017). J. Willard Marriott. Retrieved February 
10, 2020, from http://www.marriott.com/culture-and-values/j-
willard-marriott.mi

111. � Careers, PepsiCo. (2020). Retrieved February 13, 2020, from 
https://www.pepsico.com/sustainability/talent

Chapter Opener Photo: © RosalreneBetancourt 6/Alamy

02_Phillips_HRM_3e_ch02.indd   6302_Phillips_HRM_3e_ch02.indd   63 10/6/2020   2:55:19 PM10/6/2020   2:55:19 PM

Copyright (c)2024 by Sage Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

DO N
OT C

OPY, P
OST, O

R D
ISTRIBUTE




