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methods, such as closer supervision and harsher discipline. A number of 
others, however, began to experiment and innovate—sometimes motivated 
by the attraction of greater efficiency and profit or a deep-felt sense of moral 
responsibility and other times pressured by the threat of unions, govern
ment legislation, adverse public opinion, and a tight labor market. For exam
ple, the systematic management movement—and later the scientific manage
ment movement—sought to improve efficiency and gain workers' cooperation 
through new forms of incentive pay and gain sharing, while socially minded 
employers adopted new welfare programs and, later, employee representa
tion plans. Also of significance were other developments, such as the safety 
movement, introduction of civil service reforms in government, and develop
ment of industrial psychology. Pushing employers to do better in the way they 
treated workers were other forces, such as an expanding trade union move
ment, agitation for laws to protect workers (e.g., child labor, overtime hours, 
minimum wages, accident insurance), the disturbing evidence presented to the 
public by social reform investigators and muckraking journalists, and the la
bor shortages caused by the World War I boom economy. 

The companies that chose to stay with some variant of the traditional 
model continued to view labor as hired hands. In this model, labor is a 
commodity-like factor input that yields profit by utilizing it to get the maxi
mum output for the least amount of pay the market allows. Further, labor is 
treated as a short-run expense and variable cost to be discharged when no 
longer needed; given no special consideration or position in the organiza
tion; pressured by economic insecurity, administrative control devices (e.g., 
time clocks), and tough bossing to perform; and instructed to follow orders 
and work hard while managers take care of running the business and think
ing about the future. On the other end of the spectrum, the leading edge of 
innovative and progressive employers were in the process of developing a 
largely new and transformative approach that viewed labor as a human 
resource. In this model, labor is regarded as a distinctly human input that 
yields greater productivity and profit when treated with fairness and re
spect, as a longer-term member or even "junior partner" in the enterprise, 
and a valuable "human capital" asset on the firm's balance sheet. Instead of 
a "buy low/sell high" approach to labor, the firm seeks greater cooperation 
and improved citizenship behavior from workers by offering good condi
tions, reasonable security, and opportunities for advancement; making sig
nificant investments in selection, training, and workforce governance; pro
viding opportunities for participation and promotion; and tying pay and 
benefit rewards to good performance and organizational objectives. 

Leading up to World War I, the new "human resource" labor management 
system developed incrementally and in a somewhat ad hoc and piecemeal 
fashion among a number of diverse companies. These firms were innovative 
along a number of lines: some started industrial safety programs, while 
others created employee welfare departments, industrial training programs, 
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nd shop councils; likewise, some adopted gain-sharing and profit-sharing 
lans while others created labor hiring offices and implemented the first 

rudimentary employee testing and selection programs. It was only in the 
vears 1917-19, during the height of the World War I-induced economic 
boom union surge, and Bolshevist hysteria, that these disparate elements 
were for the first time brought together in an integrated whole, adopted by 
leading companies, and given an official name and place in the management 
hierarchy. The new HRM strategy went under different names but, as noted 
earlier the most common were personnel management and industrial rela
tions. Exemplifying this new approach, in turn, was the creation of new func
tional PIR departments in firms to organize and administer the management 
of labor. The organizational details and responsibilities varied from com
pany to company, but typically these new personnel/industrial relations de
partments put under centralized management control areas such as hiring/ 
recruitment, training, benefits, payroll, safety and health, employee repre
sentation, employee magazines, and a plethora of other labor-related mat
ters. Many used these PIR departments to help implement only one or sev
eral elements of the human resource approach to labor; a few pioneers, 
however, endeavored to put in place a relatively integrated and fully devel
oped version. 

The coming of age of the new management philosophy and practice of 
PIR was formally marked by the founding of the Industrial Relations Asso
ciation of America in 1920 (IRAA), itself formed from the National Em
ployment Managers Association created in 1918. The IRAA had over 2,000 
members, most of who were in some way involved in company-level labor 
management, and the association published a monthly magazine titled Per
sonnel. Also in 1920, the University of Wisconsin, under the leadership of 
economist John Commons, started the first academic program (a "concen
tration") in industrial relations, while business consultants and teachers 
Ordway Tead and Henry Metcalf published the first college PIR textbook, 
Personnel Administration: Its Principles and Practice* 

When the crisis years of World War I passed, so did a significant part of 
the short-term impetus that had propelled hundreds of companies to create 
PIR departments and give labor and labor management more careful han
dling and attention. The PIR movement, which in full-fledged form had ex
tended to perhaps 10 percent of the industrial workforce in the war years, 
suffered significant retrenchment in the next few years, particularly under 
the weight of the short but severe business depression of 1920-21. Once 
prosperity returned, however, so did the growth in PIR in terms of both the 
firms adopting it and the breadth and depth of programs and practices put 
in place. By the late 1920s, one-third or more of the largest-size plants had 
a centralized personnel or industrial relations department, while 10-15 per
cent of the entire nonagricultural workforce was employed in facilities with 
up-and-running PIR programs.9 Many other firms adopted individual PIR 


