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After reading this chapter, you should be able to:

Understand the responsibilities and roles of  human resources 
 management
Understand what constitutes public organizations
Explain why civil service systems or merit systems exist in the 
public sector
Understand what constitutes nonprofi t organizations
Identify the challenges facing human resources management 
today

Human resources management (HRM) is the design of  formal systems 
in an organization to ensure the effective use of  employees’ knowl-

edge, skills, abilities, and other characteristics (KSAOCs) to accomplish 
organizational goals. HRM concerns the recruitment, selection, train-
ing and development, compensation and benefi ts, retention, evaluation, 
and promotion of  employees, and labor-management relations within an 
organization. In public and nonprofi t agencies, the greatest expenses and 
the greatest assets are employees. Unlike many for-profi t organizations, 
which can use technology to automate the production of  their products 
and reduce staff, public and nonprofi t organizations typically provide some 
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CHAPTER ONE

INTRODUCTION TO HUMAN RESOURCES 
MANAGEMENT IN THE PUBLIC AND 
NONPROFIT SECTORS
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4 Human Resources Management for Public and Nonprofi t Organizations

type of  service. Thus, they rely on the professionalism and competence of  
their employees.

Machines cannot be substituted for most public and nonprofi t employ-
ees. As a result, public and nonprofi t agencies are labor intensive; employee 
costs are typically between 50 and 80 percent of  their budgets (Cascio & 
Boudreau, 2008; Fitz-enz, 2000). Employees are also the greatest assets 
of  public and nonprofi t organizations. Whether referring to top leader-
ship, department directors or managers, or fi rst-level employees, the qual-
ity and competencies of  the workforce differentiate successful agencies or 
departments from others. Why is one police department more effective 
than another when dealing with similar problems and situated in local 
governments with similar incomes and demographics and with similar 
responsibilities? Why is one substance abuse treatment center more effec-
tive than another if  they are using similar clinical protocols and techniques 
and have clients with similar problems? The answer is likely to be related 
to the professionalism and competencies of  their employees. The study of  
HRM has existed for a long time, despite having different names. Frederick 
Taylor’s scientifi c management addressed the principle of  breaking job 
positions down into their simplest tasks. Scientifi c management was con-
cerned with production effi ciencies through making the best employee and 
job match. It also addressed employee motivation by developing incentive 
pay systems.

Additional psychological aspects of  HRM were developed to select 
individuals for military positions. Intelligence, aptitude, and psychologi-
cal tests were developed to screen and place employees in various posi-
tions. The fi eld of  industrial-organizational psychology has played and 
continues to play a critical role in the development of  HRM activities. 
Human resources management has evolved to encompass systems for the 
effective recruitment, selection, evaluation, and training and development 
of  employees. Compensation studies to pay employees fair salaries and 
provide them with benefi ts that are important to them are also important 
components of  HRM systems. Fair compensation serves to retain and 
motivate employees.

Human resources management responsibilities change as society 
changes. Today, public and nonprofi t organizations are facing serious eco-
nomic challenges, changes in the legal environment, and social, cultural, 
generational, and educational changes. A strategic human resources man-
agement system identifi es these changes and challenges and develops effec-
tive human resources strategies to address them.
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Introduction to Human Resources Management in the Public and Nonprofi t Sectors 5

The Public Sector

The public sector is composed of  a variety of  government organizations. 
Government agencies are owned and controlled by the people. Govern-
ment is used to maintain a system of  law, justice, and social organization. 
It protects individual rights and freedoms, provides security and stability, 
and provides direction for the nation. Government provides public goods, 
regulates certain industries and activities, and corrects problems that the 
markets create or are unable to address (Rainey, 2003).

In the United States, we have a variety of  federal, state, and local 
government agencies.

Federal employees work directly for federal agencies and receive their 
compensation and benefi ts from the federal government. Federal Bureau 
of  Investigation agents are federal employees, as are doctors working for 
the National Institutes of  Health and the Centers for Disease Control. 
Other federal employees may work for the Federal Aviation Authority, the 
Securities and Exchange Commission, and the Food and Drug Admin-
istration. (To see the scope of  federal departments and agencies, go to 
http://www.whitehouse.gov/government/independent-agencies.html.) In 
2006, 2.7 million employees were employed directly by the federal govern-
ment (U.S. Census Bureau, 2006).

State employees work directly for state agencies and receive their 
compensation and benefi ts from state governments. Each state has a dif-
ferent number of  state agencies. The compensation and benefi ts given 
to state employees vary across the states. In 2006, 5.1 million employees 
were employed directly by state governments (U.S. Bureau of  the Census, 
2006).

There are more than eighty-eight thousand units of  local govern-
ment: counties, cities, villages and townships, and special districts such 
as school districts, fi re districts, park districts, hospital districts, museum 
and zoo districts, and parks and recreation districts. Local government 
employees work directly for local units and receive their compensation 
and benefi ts from the local governments and taxing districts. The  number 
of  local units varies across the states, as do compensation and benefi ts 
given to local government employees. Even within the same county, county 
employees may be paid different salaries from employees working for city 
governments located in the county. Also, special district employees receive 
different salaries and benefi ts. There is often little consistency across local 
government units. In 2006, the number of  local government  employees 
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6 Human Resources Management for Public and Nonprofi t Organizations

was 11.9  million. Most public employees work for local units (U.S. Bureau 
of  the Census Annual Survey of  Government Employment, 2006. http://
www.census.gov/govs/www/apes.html.)

Individuals working directly for federal, state, or local units are consid-
ered to be government employees. In a democracy, government is owned 
by all of  its citizens, and most of  the revenues that support government 
agencies typically come from taxes. Government’s objectives are political 
in nature. Public agencies are infl uenced by certain values found in the 
private sector such as effi ciency, effectiveness, timeliness, and reliability. 
But they are also infl uenced by values not necessarily found in the private 
sector and often in confl ict with one another, such as accountability to the 
public at large and elected offi cials, being responsive to rule of  law and 
governmental authorities, being responsive to public demands, being open 
to external scrutiny and criticism, adhering to strict ethical standards, and 
conducting pubic affairs with the goals of  fairness, equal treatment, social 
equity, and impartiality (Rainey, 2003).

Civil Service and Merit Systems

Many public agencies are required to comply with civil service or merit 
systems to facilitate these values and objective employment practices in 
public agencies:

◆ ◆ ◆

Federal government. The Pendleton Act, passed in 1883, set up an 
independent, bipartisan civil service commission to make objective, 
merit-based selections for federal jobs. Those individuals best qualifi ed 
would receive a job or promotion based on their KSAOCs. The terms 
civil service system and merit system are often used interchangeably. This is 
because merit provides the foundation for civil service systems. The abil-
ity to perform tasks is dependent not on political affi liation but on indi-
vidual skills and abilities (that is, merit considerations). The intent of  the 
merit system was to remove the negative effects of  patronage in appoint-
ing individuals to federal positions. Public employees were expected to 
perform their work in a politically neutral manner. In 1978, the Civil 
Service Reform Act made changes to federal personnel policies. The 
Civil Service Commission was eliminated, and the Offi ce of  Personnel 
Management and the Merit Systems Protection Board took its place. 

•
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Introduction to Human Resources Management in the Public and Nonprofi t Sectors 7

However, being politically neutral, along with experience, education, and 
expertise are still important criteria for selecting federal  employees.

State governments. The federal government encouraged state and 
local governments to develop civil service or merit systems as a condi-
tion of  receiving federal grants (Aronson, 1974). The federal government 
has a vested interest in seeing that state and local programs supported 
by its funds are administered in an effi cient and professional manner. 
The recipients of  federal monies were to ensure the proper administra-
tion of  grant programs. Standards were initially issued in the 1930s and 
continued through the 1970s when the Intergovernmental Personnel Act 
of  1970 was passed, which gave grants to state and local governments to 
improve their personnel practices. The authority for state merit systems is 
typically outlined in state statutes, which direct a specifi ed agency to issue 
the necessary rules and regulations that have the effect of  law and the 
necessary administrative procedures to carry out its provisions. Most civil 
service systems have independent civil service commissions that are pat-
terned after the fi rst Civil Service Commission. They are bipartisan in 
composition and usually have three to fi ve members who serve staggered 
terms. They are typically appointed by the governor. They are usually 
responsible for overseeing hiring and promotions, but they may also be 
involved in adjudicating grievance or discharge hearing and developing 
or approving job classifi cation schedules.

Local governments. The administrative structure and the authority 
granted to local governments are typically found in their charters. This 
provision for chartering local governments is found in state constitutions 
and state statutes. For example, the Illinois state statute permits seven vari-
eties of  local government structure: aldermanic-city, trustee-village, com-
mission, manager, special charter, strong mayor, and administrator. Each 
form has its own rules for the selection and type of  offi cers, their powers 
and responsibilities, and their general operations. Any municipality may 
adopt the civil service provisions of  the Illinois Municipal Code. How-
ever, they are not required to do so. Should they adopt civil service provi-
sions, they must adhere to them. All relevant offi cers and employees must 
be appointed, promoted, and removed according to civil service rules.

◆ ◆ ◆

In jurisdictions with civil service systems in place, applicants are typically 
appointed after they have passed a standardized selection procedure. The 
selection procedure could consist of  written examinations, a combination 

•

•
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8 Human Resources Management for Public and Nonprofi t Organizations

of  prior experience and education, or oral interviews. Where competition 
exists for positions, candidates are ranked by their scores, with the agency 
appointing one of  the top-ranking candidates.

Different rules apply to different civil service systems. Some systems 
allow managers to select one of  the top three ranked candidates to be 
selected, others allow one of  the top fi ve ranked candidates to be selected, 
and others allow a larger range of  acceptable candidates. Some public 
employees are exempt from civil service requirements. The exemptions 
permit chief  executives to select people who are in agreement with their 
priorities for policymaking and politically sensitive posts. In most state and 
local governments, department directors are appointed by the chief  execu-
tive. Many public sector HRM regulations and responsibilities are codifi ed 
in statutes, which means that any changes need the respective legislative 
body to make the change. Chief  executives and managers often have lim-
ited administrative and managerial discretion. Increases in compensation 
and benefi ts are often dependent on legislative approval.

The federal and state governments grant hiring preference to veterans 
of  the U.S. armed services. Additional points may be added to the scores of  
eligible veterans applying for public sector positions.

Economic Challenges

Seventy-one percent of  low-income families work. More than half  of  these 
families are headed by married couples. One in fi ve workers is employed in 
occupations where the median wage is less than $8.84 an hour. According 
to Working Hard, Falling Short: America’s Working Families and the Pursuit of  Eco-
nomic Security (Waldron, Roberts, Reamer, Rab, & Ressler 2004), compensa-
tion for one-fourth of  wage earners in the United States is so low they are 
barely able to fi nancially survive. Not only do these families suffer from low 
incomes, but they usually lack medical insurance, often spend more than 
a third of  their income on a place to live, and do not receive paid parental 
leave from their employers to deal with family issues and emergencies.

This report is consistent with U.S. Census data indicating that the 
number of  Americans living in poverty and without health insurance is 
signifi cant. In 2007, 37.3 million people were in poverty. The poverty rate 
for blacks is 24.3 percent, Hispanics 21.5 percent, non-Hispanic whites 
8.2 percent, and Asians 10.3 percent. For children under eighteen years 
old, the poverty rate is 18.0 percent, and the number in poverty is 13.3 mil-
lion (DeNavas-Walt, Proctor, & Smith, 2008). When times are tough, the 
demand for public services grows. Low-income residents are dependent on 
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Introduction to Human Resources Management in the Public and Nonprofi t Sectors 9

a variety of  services, such as housing assistance, assistance for medical care, 
food, unemployment benefi ts, transportation, and utility bills.

Middle-income Americans are increasingly concerned about jobs, 
health insurance, pensions, housing, and income security as well. Wage 
and salary increases have not kept up with increases in the cost of  hous-
ing, gasoline, food, education, and insurance. Residents concerned about 
their living expenses tend to keep a closer eye on government spending and 
want tax relief. At the same time, state and local governments are facing 
budget defi cits and have to make budget cuts. Problems with the hous-
ing markets and foreclosures, leading to reduced property taxes, reduc-
tions in sales taxes due to declines in consumer spending, and increasing 
unemployment rates have led to reductions in spending, so state and local 
revenues are falling (Prah, 2008).

As a result of  diffi cult economic times, federal, state, and local govern-
ments are looking to reduce expenses. Strategies to save money include 
not hiring employees with benefi ts. Examples include hiring supplemental 
direct-hire employees who work irregular hours; they receive a paycheck 
from the agency for time worked, but do not receive health insurance, 
retirement pensions, vacation or sick leave, and other benefi ts. In some 
organizations, they are referred to as other personnel services workers.

Governments are also using more contract workers. These workers 
work for public agencies, but they are procured through a staffi ng agency or 
other third party. These work arrangements, as well as seasonal, part-time, 
on-call, and temporary agency work, are referred to as nonstandard work 
arrangements (Thompson & Mastracci, 2005). Privatization and contracting-
out services are also being used increasingly by public sector agencies.

Privatization and Contracting-Out Services

Privatization and contracting out occur when public sector agencies con-
tract with private nonprofi t, private for-profi t, or other public agencies to 
provide specifi c services. A typical privatization agreement specifi es that a 
private or nonprofi t entity is responsible for producing particular services. 
The public employer chooses the service level and pays the amount speci-
fi ed in the contract, but leaves decisions about production methods to the 
contracted fi rm. From an administrative perspective, privatization is often 
viewed as a way to save tax dollars, reduce the public payrolls, minimize 
government spending, and boost productivity.

Supporters claim that contracting out government programs will lead 
to greater effi ciency and more effective operations. They maintain that 
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10 Human Resources Management for Public and Nonprofi t Organizations

competition and fewer restrictions allow the contractors to be more cost-
effi cient and responsive and that cost savings can be achieved through 
the economies of  scale used by one vendor to provide services to many 
communities and organizations. It is believed that nonprofi t and private 
fi rms, not hampered by bureaucratic rules and regulations, can be more 
innovative than public sector ones (Osbourne & Gaebler, 1993; Savas, 
2000, 2002). However, research on the cost savings of  privatization is 
inconclusive. There are examples of  sweetheart deals with contractors, 
cost overruns, ineffi ciencies, and less-qualifi ed staff  providing important 
services. Furthermore, transparency, accountability, and concern for the 
public interest are often lacking (Feeney & Kingsley, 2008; Greenblatt, 
2004; Light, 2008; Lee, 2008; Moe, 1987; Sclar, 2001; Starr, 1987).

Technological Innovations

Economic challenges have brought about an increase in accountability and 
demands for greater productivity. Innovations in 
technology are changing the way public sector 
organizations are structured and how work is 
organized and managed. E-government has been 
defi ned as “the use of  information technology 
to support government operations, engage citi-
zens, and provide government services” (Cook, 

LaVigne, Pagano, Dawes, & Pardo, 2002, p. 3). Within that defi nition are 
four dimensions that refl ect the functions of  government itself:

E-services—the electronic delivery of  government information, pro-
grams, and services often over the Internet
E-management—the use of  information technology to improve the 
management of  government, from streamlining business processes 
to improving the fl ow of  information within government offi ces
E-democracy—the use of  electronic communication vehicles, such 
as e-mail and the Internet, to increase citizen participation in the 
public decision-making process
E-commerce—the exchange of  money for goods and services 
over the Internet, such as citizens paying taxes and utility bills, 
renewing vehicle registrations, and paying for recreation programs, 
or government buying offi ce supplies and auctioning surplus 
equipment

•

•

•

•

Economic challenges have 
brought about an increase in 
accountability and demands 

for greater productivity.
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Introduction to Human Resources Management in the Public and Nonprofi t Sectors 11

Organizations need to recruit and hire people with a new set of  skills 
and orientation to fi t the new culture. Key SHRM challenges facing orga-
nizations will be the ability to attract and hire qualifi ed applicants and to 
provide training for incumbent employees so that the benefi ts of  technol-
ogy can be realized.

The Nonprofi t Sector

Nonprofi t sector is the collective name used to describe organizations that are 
not government or private for-profi t organizations. They have also been 
called the voluntary sector, the third sector, and the philanthropic sector. Nonprofi t 
organizations are chartered by each state and are conferred special tax-
exempt status by the states and the Internal Revenue Service (IRS). The 
IRS exempts nonprofi ts from paying federal corporate income taxes, and 
state and local governments may grant nonprofi ts exemptions from prop-
erty and sales taxes.

To be recognized as a nonprofit, an organization must possess the 
 following general characteristics: (1) it is specifi cally designated as a non-
profit when organized; (2) profits or assets may not be divided among 
corporate members, officers, or directors in the manner of  corporate 
dividends; and (3) it may lawfully pursue only such purposes as are per-
mitted for such organizations by statute (Oleck, 1988). Internal Revenue 
Code 501(c) lists the types of  associations, corporations, and trusts that can 
qualify for federal tax exemption (Table  1.1).

The largest nonprofi t classifi cation is 501(c)(3) nonprofi ts, referred to as 
public charities. The IRS defi nes a public charity as an organization that nor-
mally receives a substantial portion of  its total income directly or indirectly 
from the general public or government. This is different from 501(c)(5) 
(labor and agricultural organizations) and 501(c)(6) (business leagues) clas-
sifi cations, which derive most of  their money from members and are orga-
nized to primarily serve the interests of  their members.

Individuals and corporations who give money to 501(c)(3) organiza-
tions can deduct the value of  the gift from their taxable income. Of  the 
1.4 million nonprofi t organizations registered with the IRS in 2004, nearly 
half  a million collected more than twenty-fi ve thousand dollars in gross 
receipts and are therefore required to fi le a Form 990 annually. Public 
charities with less than twenty-fi ve thousand dollars in gross receipts are 
not required to fi le a Form 990. Therefore, the number of  501(c)(3) orga-
nizations is higher than what is reported to the IRS (Boris, 2006). Human 
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16 Human Resources Management for Public and Nonprofi t Organizations

service  organizations are the most common type of  public charity nonprof-
its (35 percent), followed by education nonprofi ts (18 percent), health care 
nonprofi ts (13 percent), public and societal benefi t nonprofi ts (12 percent), 
and arts, culture, and humanities nonprofi ts (11 percent) (Table 1.2).

The National Taxonomy of  Exempt Entities, developed by the 
National Center for Charitable Statistics, provides this classifi cation system 
for public charity nonprofi t organizations:

 A. Arts, Culture, and Humanities
 B. Education
 C. Environmental Quality, Protection, and Beautifi cation
 D. Animal-Related
 E. Health
 F. Mental Health, Crisis Intervention
 G. Diseases, Disorders, Medical Disciplines
 H. Medical Research
 I. Crime, Legal-Related
 J. Employment, Job-Related
 K. Food, Agriculture, and Nutrition
 L. Housing and Shelter
 M. Public Safety, Disaster Preparedness, and Relief
 N. Recreation and Sports
 O. Youth Development
 P. Human Services
 Q. International, Foreign Affairs, and National Security
 R. Civil Rights, Social Action, and Advocacy
 S. Community Improvement and Capacity Building
 T. Philanthropy, Voluntarism, and Grantmaking Foundations
 U. Science and Technology
 V. Social Science
 W. Public and Societal Benefi t
 X. Religion-Related
 Y. Mutual and Membership Benefi t
 Z. Unknown

There are nine major groups, twenty-six categories, and over four hun-
dred subcategories (Table 1.3).

There are approximately 9.4 million 501(c)(3) nonprofi t employees and 
approximately 4.7 million full-time equivalent volunteers. Combined, the 
workforce is more than 14 million workers (Salamon & Sokolowski, 2006).
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Introduction to Human Resources Management in the Public and Nonprofi t Sectors 19

TABLE 1.3. NATIONAL TAXONOMY OF EXEMPT ENTITIES: 
BROAD CATEGORIES

Major Group Categories

Arts, culture, and humanities A

Education B

Environment and animals C, D

Health E, F, G, H

Human services I, J, K, L, M, N, O, P

International, foreign affairs Q

Public, societal benefi t R,S, T, U, V, W

Religion related X

Mutual/membership benefi t Y

Unknown, unclassifi ed Z

501(c)(3) Nonprofi ts

Charitable nonprofi ts are private organizations that serve a public pur-
pose. Because they operate under a nondistribution component, this pro-
hibits the distribution of  profi ts or residual earnings to individuals who 
control the entity. As such it is believed that they possess a greater moral 
authority and concern for the public interest than private for-profi t orga-
nizations. Nonprofi ts often perform public tasks that have been delegated 
to them by the state or perform tasks for which there is a demand that nei-
ther government nor for-profi t organizations offer. They provide myriad 
services, such as helping the disadvantaged, providing medical services, 
supporting museums and cultural activities, preserving the environment, 
and funding medical research.

Nonprofi ts are thought to be more fl exible than government agencies. 
They can experiment with new programs, responding more quickly to 
new social needs. Instead of  government getting involved in new or con-
troversial programs, it often gives money to nonprofi t agencies to do this 
work instead. Nonprofi ts get fi nancial support, and clients receive services. 
Government, through the conditions it places on agencies that receive pub-
lic funds, still has some infl uence but can quickly disassociate itself  from 
programs when things go wrong. There are often certain societal needs 
that may be too expensive to be provided on a private for-profi t basis. 
Therefore, in the United States, both government and the nonprofi t sector 
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20 Human Resources Management for Public and Nonprofi t Organizations

provide certain services whose costs exceed their market value (Douglas, 
1983; O’Neil, 1989; Salamon, 1999; Weisbrod, 1997).

Public administration practitioners and scholars have increased their 
attention to nonprofi t organizations as governments have more frequently 
used such agencies to provide health and human services. Among the 
examples are organizations established to prevent child abuse, domestic 
violence, or homelessness; assist the disabled, the elderly, or the mentally 
ill; or provide day care, counseling, vocational training and rehabilitation, 
or community and neighborhood centers (Kramer & Grossman, 1987; 
Lipsky & Smith 1989–1990; Salamon, 1999).

Public assistance reaches nonprofi t organizations indirectly through 
federal, state, and local governments that contract with nonprofi t agencies 
to provide public services. Many people do not realize that “rather than 
depending mostly on private charity and volunteers, most nonprofi t service 
organizations depend on government for over half  of  their revenues; for 
many small agencies, government support comprises their entire budget in 
contrast to the traditional relationship of  two independent sectors; the new 
relationship between government and nonprofi ts amounts to one of  mutual 
dependencies that is fi nancial as well as technical. The lines between public 
and private are blurred” (Lipsky and Smith, 1989–1990, p. 625).

This blurring is especially vivid in health and human services. Govern-
ment, nonprofi t, and for-profi t organizations are subject to similar regu-
lations, dependent on the same revenue sources, hire the same types of  
professional staff, and perform similar functions. However, public organi-
zations and nonprofi ts are similar in that they defi ne themselves around 
their missions or the services they offer. These services are often intangible 
and diffi cult to measure. Both sectors are accountable to multiple constitu-
encies. Nonprofi ts must be responsive to supporters, sponsors, clients, and 
government sources who provide funding and impose regulations. Pub-
lic agencies must be responsive to their respective legislative and judicial 
branches, taxpayers, cognate agencies, political appointees, clients, the 
media, and other levels of  government.

501(c)(4) Nonprofi ts

Social welfare organizations are often referred to as advocacy organizations. 
The American Civil Liberties Union, the National Rifle Association, 
and the Sierra Club are examples. They cannot receive tax-deductible 
gifts, they engage in more lobbying activities, and they can advocate 
for specifi c issues. They, along with 501(c)(3) nonprofi ts, constitute what 
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Introduction to Human Resources Management in the Public and Nonprofi t Sectors 21

is referred to as the independent sector and are public serving (Wetizman, 
 Jalandoni, Lampkin, & Pollak, 2002). Many 501(c)(4) nonprofits have 
 affi liated 501(c)(3)  nonprofi ts to assist with fundraising, and they often 
establish foundations since donations to them are not tax deductible. And 
many 501(c)(3) nonprofi ts have affi liated 501(c)(4) organizations to engage 
in lobbying and advocacy activities. This is because 501(c)(3)nonprofi ts 
have more restrictive limits on their lobbying and political advocacy activi-
ties than 501(c)(4) nonprofi ts.

The Alliance for Justice provides live as well as online workshops and 
publishes booklets and fact sheets on the permissible advocacy activities for 
501(c)(3) and 501(c)(4) organizations. Nonprofi ts organized under Section 
527 are permitted to be active in political campaigns, although they can-
not communicate with candidates or members of  their staffs and advocacy 
activities.

Nonprofi t Administrative Structures

A nonprofi t’s administrative structure is governed by its bylaws, internal 
documents that typically defi ne most operational and management poli-
cies. Bylaws regulate the organization’s procedures and internal practices, 
as well as defi ne the duties, powers, and limitations of  the directors, offi -
cers, and other agents. Like all other important documents, bylaws should 
be reviewed periodically and updated.

Nonprofi t organizations possess legal power. Directors are elected or 
appointed to the board and are authorized to manage and direct the affairs 
of  the organization. They act on behalf  of  the organization but do not 
have ownership powers within it; their control is managerial and proprie-
tary. They are free only to change policies and short-range purposes unless 
the charter or bylaws permit the directors to change the fundamental pur-
pose or policies. Many states permit the delegation of  direct authority to 
committees to study and make recommendations about some matter or 
to manage routine affairs.

The human resources committee, responsible for developing personnel 
policies, may recommend employee and executive director salary ranges 
and benefi t packages to the board, as well as evaluate the executive direc-
tor. It may also handle employee grievances. Although the board may del-
egate its authority to committees, it has not delegated its responsibility; it 
must still supervise and hold accountable the activities of  the committees.

The nonprofi t sector is often referred to as the voluntary sector because 
nonprofi t agencies are often dependent on the use of  volunteers to assist 
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22 Human Resources Management for Public and Nonprofi t Organizations

in executing their missions. Additional information on volunteers and 
 governing boards is provided in later chapters.

Nonprofi t Economic Challenges

Nonprofi ts are facing severe economic challenges. Declines in public rev-
enues mean less support for many of  these organizations. Uncertain fi nan-
cial times place additional stresses on them. Increased unemployment often 
requires the expansion of  food assistance, medical aid, and job training, 
rent assistance, or retraining services. These services are typically provided 
by nonprofi t agencies, which must absorb an increase in demand for ser-
vices without increasing their staffs and possibly facing layoffs themselves.

Nonprofit agencies are affected by economic uncertainty in other 
ways. Individuals who have been or might be laid off  are less inclined to 
spend money on cultural activities than more securely employed people. 
Nonprofi ts that rely on gifts between one hundred and three hundred dol-
lars are very vulnerable because these are often the donors most affected 
by hard economic times. Civil rights groups and community improvement 
organizations tend to experience gains when the economy is strong and 
harder crashes during bad times (Hall & Kean, 2008). Nonprofi ts that rely 
on government aid are also facing hard times. The housing crisis of  2008 
is resulting in lower property tax revenues, which are forcing state and local 
governments to reduce their budgets.

There is a greater emphasis on social enterprise and social entre-
preneurship activities as well. Nonprofi ts are expected to diversify their 
revenue streams and eliminate their reliance on public monies or founda-
tion grants. The leadership of  nonprofi t organizations must understand, 
supervise, and implement fi nance strategies and social marketing. Tough 
fi nancial times also provoke a greater scrutiny on performance outcomes 
and indicators of  effectiveness.

The New Public Service

Recent graduates of  schools of  public policy and administration are twice 
as likely as members of  earlier classes to take fi rst jobs in the nonprofi t 
sector and have shown an interest in working for the private sector as well. 
The nonprofi t sector is attractive to graduates because they are motivated 
and believe they will fi nd more challenging work and a greater opportunity 
to acquire new skills than in government service (Light, 2003). As a result, 
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Introduction to Human Resources Management in the Public and Nonprofi t Sectors 23

government trails the private and nonprofi t sectors in competing for new 
graduates. Once working outside government, these new graduates are 
likely to remain there because government offers few opportunities to enter 
at the middle and senior levels (Light, 2003).

Public charity 501(c)(3) and social welfare 501(c)(4) nonprofi ts share a 
common purpose of  serving the public. They also share the  community-
 oriented values of  public administra-
tion, such as being responsive, being 
open to external scrutiny and criticism, 
conducting public affairs with the goals 
of  fairness and social equity, addressing 
what they perceive to be community 
or societal problems, and defending 
individual rights, commitment to dem-
ocratic ideals, and citizen and com-
munity participation and involvement. 
They are mission driven, and although 
operating in the black is a goal, profi t is 
not the reason for their existence. Public and nonprofi t administrators must 
behave responsively and ethically at all times, acting in the public interest.

Today’s Context for Human Resources Management

Human resources management is critical if  organizations are to be effective. 
Public and nonprofi t organizations are labor-intensive enterprises depending 
on the knowledge, skills, abilities, and other characteristics of  their employ-
ees. To be successful, organizations need to develop progressive HRM prac-
tices. Understanding the legal environment that impacts HRM, the social 
and cultural changes affecting society and organizations, the generational 
changes taking place in today’s work environments, and changes in the edu-
cational opportunities available to incumbent employees and future employ-
ees is important.

The Legal Environment

Public and nonprofi t agencies must comply with federal, state, and local 
laws; with executive orders and the rules and regulations promulgated 
by administrative agencies such as the Equal Employment Opportunity 

Recent graduates of 
schools of public policy and 
administration are twice as 
likely as members of earlier 
classes to take fi rst jobs in 
the nonprofi t sector and 
have shown an interest 

in working for the private 
sector as well.
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24 Human Resources Management for Public and Nonprofi t Organizations

Commission and the Department of  Labor; and federal and state court 
decisions. Equal employment opportunity, labor relations, and employer 
contributions to benefi ts such as retirement plans and pensions, workers’ 
compensation, and unemployment are regulated by law. These topics and 
employment at will are discussed in greater detail in later chapters.

Social and Cultural Changes

The demographic composition of  American society is changing. Hispanics 
(who can be of  any race) are now the largest minority in the United States, 
at approximately 44.3 million, 15 percent of  the nation’s population. As of  
2006, the black or African American population, including those of  more 
than one race, surpassed, 40.2 million (U.S. Census Bureau, 2007d), the Asian 
population was 19.9 million, American Indian and Alaskan Native 4.5 mil-
lion, and Native Hawaiian and other Pacifi c Islander 1 million. The number 
of  Americans who declared themselves as two or more races is greater than 
6 million. The population of  non-Hispanic whites who indicated no other 
race totaled 198.7 million.

The minority population in the United States is now at 100.7 mil-
lion. Approximately one in three U.S. residents is a minority. Foreign-born 
workers make up approximately 15.3 of  the civilian labor force sixteen 
years of  age or older (U.S. Census Bureau, Hispanic Americans by the 
Number 12/19/07; 2006 American Community Survey).

Nontraditional families are now prevalent. Divorce, death, domestic 
partners, and different generations of  the same family living together have 
become commonplace. More than 2.5 million grandparents are raising 
their grandchildren (U.S. Census Bureau, 2007c). Nationally, 43 percent of  
unmarried couples living together are raising children, nearly matching the 
46 percent fi gure for married couples. According to the 2000  Census, one-
third of  lesbian couples and one-fi fth of  male couples have children at home 
(Cohn, 2003; U.S. Census Bureau, 2003). Same-sex couples accounted for 
one in nine of  the total unmarried live-in households; however, this num-
ber may be understated because of  fear of  prejudice or confusion over 
the unmarried partner category (Marquis, 2003). In 2005, 51 percent of  
women said they were living without a spouse, up from 35 percent in 1950 
and 49 percent in 2000 (Finding Family, 2007; Roberts, 2007).

Because of  the increase in single-parent families, families in which 
both parents work, employees taking care of  elderly parents and young 
children, and children living with caregivers other than their parents, orga-
nizations need to provide employees with more fl exibility and options in 
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Introduction to Human Resources Management in the Public and Nonprofi t Sectors 25

choosing work schedules and benefi ts. Issues such as day care, elder care, 
assistance with family problems, and spousal involvement in career plan-
ning have become important workplace issues.

Employers face new issues arising from the diverse workforce. They 
must offer more fl exible work schedules to accommodate training, educa-
tion, and family demands. They must also provide greater opportunities 
for work-based learning to prepare future workers and upgrade the skills 
of  current workers. The increased diversity of  the workforce poses new 
challenges for the systems that educate and train workers. These systems 
must accommodate ethnic and cultural differences, provide for the needs 
of  working families and individuals with disabilities, and address gaps in lit-
eracy and job skills among some immigrant populations. This will require 
increased investments in adult literacy and English as a Second Language 
programs, more opportunities for continuous learning to stay competitive, 
and expanded access to work supports to sustain labor force participation. 
Employers need to manage a diverse workforce. They will need to ensure 
that agency rewards such as promotional opportunities and compensation 
are determined by job performance, initiative, or special skills, not by rac-
ism or sexism.

There has been a shift in the attitudes and values of  employees. Employ-
ees are now seeking a balance between their personal and work lives and 
demanding more leisure time to spend with their families. Attitudes toward 
work have also changed: a greater number of  employees want challenging 
jobs and the opportunity to exercise discretion in the performance of  their 
tasks. Improving the quality of  work life has become important. Empow-
erment, teamwork, quality improvement, job design, labor-management 
cooperation, and participative management are expected. Organizational 
culture will need to be changed if  organizations wish to attract, motivate, 
and retain a competent workforce.

Generational Challenges

Many workforces today are composed of  four generations of  workers: the 
traditionalists or matures, born between 1925 and 1945; the baby boom-
ers, born between 1946 and 1964; Generation Xers, born between 1965 
and 1980; and the millennials, born between 1981 and 2002. Baby boom-
ers are the largest segment (at least for now) followed by Gen-Xers, mil-
lennials, and traditionalists.

Each generation is characterized as having its own work-related behav-
iors. Traditionalists and baby boomers have typically remained with one 
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26 Human Resources Management for Public and Nonprofi t Organizations

organization throughout their working lives. They accept organizational 
policies and procedures more readily than the other generations and have 
lower expectations of  work and life balance. Some of  the keys to motivate 
them include recognizing their experience and contributions and provid-
ing them with opportunities to share their knowledge with less-experienced 
employees. Gen Xers tend to be results oriented, they are less  comfortable 
with established procedures that may no longer be effective, and they 
expect the employer to be supportive of  a balance between work and life. 
Some of  them may have expected to spend their career with the same 
organization. They may be motivated by working in a fl exible environ-
ment and being provided with learning and development opportunities. 
 Millennials tend to be comfortable with technology, which they have grown 
up with. As a result, their attention spans are believed to be shorter and 
more focused on visual and auditory prompts. They are socially minded 
and goal oriented; drawing the connection between their work and how 
it contributes to organization goals and public service is likely to motivate 
them. They are likely to prefer working in a collaborative, fl exible environ-
ment and being provided with learning and development opportunities. 
However, the learning and development opportunities need to be delivered 
in an experiential manner.

Agencies need to prepare for the impending retirements of  traditional-
ists and baby boomers. They need to engage in workforce and succession 
planning and develop strategies for sharing knowledge and experience. 
Many retired employees want to continue working, although in another 
capacity than in their former jobs. Many retirees from the private, for-
profi t sector are looking for new opportunities in public service. Public and 
nonprofi t organizations should be able to accommodate them with fl exible 
work schedules, fl exible benefi ts, and fl exible compensation plans (Decker, 
2008; Yang & Guy, 2006).

Educational Challenges

At a time when workforces require greater skills, fewer low-income stu-
dents are attending college, and those who have enrolled have acquired a 
greater amount of  federal student loan debt. At the same time the chang-
ing demographics of  American society have called attention to inequities 
in postsecondary education. Black and Hispanic students earn bachelor’s 
degrees at a substantially lower rate than white students.

Future college-age cohorts will look different from previous generations 
of  college-age students. It is estimated that 80 percent will be nonwhite 

c01.indd   26c01.indd   26 11/12/08   8:29:54 PM11/12/08   8:29:54 PM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Introduction to Human Resources Management in the Public and Nonprofi t Sectors 27

and almost 50 percent will be Hispanic (Advisory Committee on Student 
Financial Assistance, 2001).

Today’s knowledge-based economy makes college more important than 
ever before. Nearly 60 percent of  jobs today require at least some college. 
The new economy is making a baccalaureate degree the  equivalent of  a 
high school diploma in the old economy. It is estimated that shortages of  
workers with postsecondary-level skills could grow to 14 million by 2020. 
In order for the nation as a whole to maintain a competitive economic 
edge, the workforce must have education and training beyond high school. 
Six out of  ten jobs now require at least some postsecondary education and 
training (Carnevale & Desrochers, 2003).

Conclusion

Public and nonprofi t agencies must change. Nonprofi ts, dependent on gov-
ernment for a signifi cant share of  their revenue, must compete with other 
nonprofits, government agencies, and for-profits for shrinking dollars. 
Faced with the same changes that are confronting public organizations, 
nonprofi ts must demonstrate they are capable of  providing cost-effective 
professional services. The nature of  work has changed, and like public 
agencies, nonprofi t organizations require their employees to have more 
professional and technical skills. In both sectors, there is a greater reli-
ance on technology. Advances in technology call for advanced education, 
continuous training, and the addition of  new benefi ts, such as educational 
leaves or tuition reimbursement. Jobs may have to be redesigned in order 
to take advantage of  employee skills and to enhance job satisfaction. Job 
rotation, job enlargement, and job enrichment have become SHRM 
 components.

Public and nonprofi t administration must meet the challenge of  chang-
ing social needs and priorities, new directions in public policy, demands for 
greater citizen involvement in the decision-making process, and pressures 
for increased accountability and productivity.

An uncertain external environment, coupled with changing needs for 
organizational skills, has facilitated a shift in the importance of  HRM 
functions. Organizations need individuals with the right technical knowl-
edge, skills, abilities, and other characteristics, but they also need people 
who are fl exible and willing to deal with rapid and unstructured changes. 
Public and nonprofi t jobs are increasingly more professional in nature, 
requiring higher levels of  education. At the same time, the number of  jobs 

c01.indd   27c01.indd   27 11/12/08   8:29:54 PM11/12/08   8:29:54 PM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



28 Human Resources Management for Public and Nonprofi t Organizations

requiring manual labor is decreasing. Employees in public and nonprofi t 
agencies need to be able to deal with a variety of  people, many with a stake 
in the agency. Taxpayers, clients, customers, elected  offi cials,  foundations, 
donors, contractors, board members, and special interest groups are just 
some of  the stakeholders concerned about agency performance.  Studies 
have indicated that relationships exist among an agency’s strategy, its 
human resources planning and HRM practices, and its  performance.
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Exercise 1.1: Art Museums Are Looking for Leaders

Today, a museum director needs both an advanced degree in art history and 
curatorial experience, as well as the fi nancial acumen and managerial skills 
of  a chief  executive. “The demands placed on directors are broader than 
twenty years ago. Then there was greater public support, so you didn’t have 
to raise so much money. Nobody thought about earned income revenue 
from restaurants, shops, or partnering with Wolfgang Puck” (Finkle, 2007).

Now, most museum directors have to think about generating revenue 
streams and charitable donations, as well as tending to the permanent col-
lection and acquisitions. Although they may have a chief  fi nancial offi cer 
and development team, directors generally serve as the museum’s public 
face of  fundraising. They are also ultimately responsible for covering the 
costs of  acquisitions and operations.

Questions

 1. Given the economic climate in the United States, if  you are a mem-
ber of  a search committee looking to recruit an executive director for 
a museum, what knowledge, skills, abilities, and other characteristics 
would you emphasize?

 2. What about a different type of  nonprofi t organization? Do you believe 
that fi nancial and management skills are as important as the knowledge 
an executive director has in the substantive area of  the nonprofi t: for 
example, an educator leading a school, a social worker leading a social 
service agency, or an athlete leading a sports and recreation program? 
Explain your reasoning.
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Chapter Questions

 1. In a small group, each member should select three HRM challenges 
discussed in the chapter and describe how they are evident in a current 
or past employer. If  you are unemployed at present, discuss how the 
HRM challenges might be affecting your university.

 2. In your opinion, discuss why it is important for HRM to evolve from 
an administrative and operational role to a strategic one.

Online Activities

 1. Visit the U.S. Department of  Labor, Bureau of  Labor Statistics Web 
page and review Occupation Outlooks and Demographics Data. What addi-
tional workforce changes do you believe might take place in the next 
fi ve to ten years? What strategies will public and nonprofi t agencies 
need to implement to be prepared for the future?

 2. Visit the Monthly Labor Review Online. Review the two most recent 
editions, and select two articles from each edition. What topics are 
discussed, and why do the authors think they are important? Explain 
your answer.
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