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Preface to the Seventh Edition

In one way, release of the 7™ edition of Human Resource Management is not

so exciting to me. Economies around the world are in a pretty bad shape. The
USA has the same person re-elected as the President for second term. What
he did or did not do in the first term is likely to stretch in the second term.
The IMF predicts a growth rate of just two percent in 2013 for the super
power. Contrary to the doomsayers, Eurozone has survived but economic
recovery is nowhere near in sight. The growth projected by the world body
for the continent is only one percent. Japan has a new Prime Minister but the
incumbent is yet to get a grip on deflation, forget the revival of the country’s
falling economy. The IMF gives a growth rate of only one percent in 2013 for
Japan. China has a new team of administrators in her government but the
hope of democracy ushering in is dim. Her economy is also cooling. Arab
Spring has almost dried up. Old order continues though hundreds of youth
lost their lives fighting for democracy. Businesses in all these continents are
witnessing down times so are the activities relating to people management.
Release of a new edition/title of a book on human resource management is
obviously cheerless.

However, the event is peachy in India. With a forecasted GDP growth rate
of six percent for 2013, Indian economy stands out second only to China.
Macroeconomic indicators in India are favourable for business growth. The
country has a vibrant democracy; her growth has been propelled by internal
consumption instead of being anchored on exports; service sector is
dominating over manufacturing; and growth is bottom-up driven but not
being imposed by the Government. Corporate sector has been doing well,
executive compensation is skyrocketing and employee hiring is going on
unabated. In the all-round upbeat mood, several new things are happening in



the field of human resource management. Any new title/edition on the subject
should incorporate all the new dimensions and the 7™ edition of Human
Resource Management seeks to precisely do that.

The present edition of Human Resource Management carries several
changes, as listed below:

Coverage

With a total of 33 chapters [28 in the book and 5 on the Online Learning
Centre (OLC)], the book covers A to Z of HRM. It can be a point of
reference for any concept on managing human resource.

New Feature

The present edition adds a new feature called “Walk the Talk”. Found in each
chapter, “Walk the Talk” contains do’s and don’ts majorly addressed to the
HR practitioners. These tidbits are practical guidelines ideal for would-be
managers as well as for HR managers to handle people related issues with
professionalism.

New Chapters

Four new chapters, stated below, are added in the book:
Chapter 10 — Employee Engagement

Chapter 15 — Organisational Culture

Chapter 20 — Labour Laws

Chapter 28 — HR Practices in Small Scale Units

Recast

Two chapters have been thoroughly recast: Chapter 3 — Integrating HR
Strategies with Business Strategy; and Chapter 8 — Training and
Development, and Career and Talent Management

Additions

New sections have been added in almost all chapters as shown below:



Chapter 1
» Factors determining status of HR department in an organisation
* Outsourcing
* Dave Ulrich model of human resource management

Chapter 2
* Impact of government on HR activities
» New observations on labour

Chapter 4
* Practical succession planning grid

Chapter 5
» Job characteristics model
» Digitised manufacturing

Chapter 6
* Contract workers and temps

Chapter 7
» Evaluation of selection process

Chapter 9
» Paradigm shifts in performance management
» Principles of performance management
* Performance Improvement Plans (PIPs)

Chapter 11
» Compensation philosophy
 Tax implications of salary/wage
» Salary bands

Chapter 13
* Opening vignette
» Popular benefits and services programmes
* Benefits strategy
» Ever rising benefits and services



Chapter 16
» Safety culture
* ISO safety standards
* Disclosure problem

Chapter 18
* Resolving conflict
» Managing discipline
* B-players

Chapter 19
* HR as a stakeholder in IR
 ILO as a stakeholder in IR
* NLC as a stakeholder in IR

Chapter 21
* Managing unions

Chapter 22
» Temp and contract labour as causes for disputes
* Technology resulting in disputes
» Disputes manifestation

Chapter 23
« Siemen’s way of combating corruption
» Compliance department
« Enterprise risk management
» Vigilance/investigation unit

Chapter 24
» Balanced Score Card
* HR Dash Boards

Chapter 25
* Managing diversity
» Feminising workforce
» Knowledge management



Chapter 26
* Inpatriation

Additionally

With four new chapters, recasting of two chapters, the continuing cases on
Vybhav Corporation, walk the talk, new cases, new tables and updated
statistical data, additional pause and ponders and several additions to the text,
7t edition of the book looks more matured, more contemporaneous, better
organised, pedagogically richer and highly student friendly.

On the Online Learning Centre

Section 8 which includes the following five chapters, is part of the Online
Learning Centre (OLC):
* Inducting and Placing New Hires
* Motivation Perspectives
» Motivation in Action
* Empowering Employees
« Communicating with Employees
The HRM Assignments are designed with the objective of providing students
with an opportunity to practise the HRM concepts by applying them in
workplace situations. The HRM Assignments will have the following 3
sections for each chapter:
* Section A — Multiple Choice Questions, Fill in the Blanks and Match the
Following
* Section B — Sample situations from the workplace followed by questions
to test the students’ abilities to resolve them
» Section C — News articles and live reports of existing companies,
designed as mini cases, followed by questions to test the application of
HRM concepts with relation to actual happenings in business
OLC will also contain PowerPoint Presentations, Bibliography and Web
Resources.
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Pretface to the First Edition

Indian industry is waking up to the challenges thrown in by market economy.
To survive in this highly competitive scenario, managers are being
pressurised to improve quality, increase productivity, cut down waste and
eliminate inefficiency. The collective efforts of the employer and the
employee assume relevance in this context. And this is where human
resource management can play a crucial role.

This book on Human Resource and Personnel Management is a modest
but sincere attempt towards the understanding of human resource in its proper
perspective. The contents have been logically divided into six sections to
enable the reader comprehend thoroughly the vital aspects and applications of
the various principles of human resource management. The sections are: (1)
Nature of human resource management, (2) Employee hiring, (3) Employee
and executive remuneration, (4) Employee motivation, (5) Employee
maintenance, (6) Industrial relations. The text is replete with illustrations,
examples and anecdotes drawn from the contemporary business world. In all,
the book provides a refreshing and rewarding insight into all that a reader
wants to know about management of human resources.

Finally, a request to the readers to express their views as well as their
suggestions for improvement of the book.

K ASWATHAPPA
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Chapter 1

Understanding the Nature and Scope
of Human Resource Management

Learning Objectives

After reading this chapter, you should have a good understanding of:

* The nature, scope and objectives of human resource management

* An organisation chart for human resource management function in a typical
business establishment

* Describing the image and qualities of a human resource manager

* The personnel principles and policies

* The evolution of human resource management

* Jobs and careers in HRM

* Models of HRM

* Paradoxes in HRM

Opening Vignettes

The shift begins at its scheduled time. Gates open for company buses.
Workers come and punch in their cards. In a way, things are looking normal
at Bajaj Auto’s Akurdi plant. The only difference: employees have no work.
Once in, they do nothing—play cards or carrom to kill time till their ‘duty
hours’ end.

Then they make way for the next shift. These days this is the routine that
Bajaj Auto’s over 2,700 workers follow five days a week. After ‘successful
intervention’ by Union Agriculture Minister Sharad Pawar on November 5;
the Bajaj management conceded one demand. That the workers will be let in,



though it maintained its stand the plant will not be re-started.

This is the only concession Rajiv Bajaj, MD, Bajaj Auto, has given to Mr
Pawar since the company shut down its operations at the plant on September
1. The company has blamed local municipal body that made its operations
unviable by charging heavy octroi.

As a result, it decided to get out of the Pipri-Chinchwad Municipal
Corporation’s boundary to save its outgo on octroi, which is 71,000 per
vechicle/year. Thus, the company closed its Akurdi plant on September 1 and
moved further deep to Chakan. Since then workers have been demanding to
restart the shut unit. Mr Bajaj, however, has turned down their demand.

Expectedly, politicians of all hues jumped in the fray sensing the popular
mood. Leading from the front was Sharad Pawar, in whose constituency the
factory falls. He held as many as seven meetings with workers and the Bajaj
Auto management. His entry into the ring raised hopes as he promised to take
up their issue with the management. But the Maratha strongman could
achieve only partial success. The management gave up its earlier stand that
the workers need not come to office and they will continue to receive their
wages sitting at home. Now, workers can go to office, though they will have
no work to do. This has put the workers’ unions in a fix as they face never-
seen labour issue. “It is really bizarre. The company has committed to pay us
till we retire. So, financially we are taken care off. But we are paid for sitting
idle”, said a middle-aged official. His complain is that he can’t complain and
take up the issue.

“Had the company refused to pay us, it would have been perfect labour
dispute. But now for what shall we fight”, he asked. The general feeling here
around the company-once the most famous landmark on busy Mumbai—
Pune belt—is that the management has outfoxed politicians and labour unions
in one stroke. “Normally, you fight for something you are denied of. But
what one can do if the management is giving us something and asking for
nothing”. A union official asked. Nevertheless, Vishwakarma Kamgar
Sanghatna, a representative body of workers, has decided to keep talking to
the management.

x ok 3k

Uttar Pradesh police arrested 136 people on charges of murder and rioting,
a day after Chief Executive Officer of an Italy-based auto component



manufacturing company was bludgeoned to death allegedly by a group of
dismissed employees on Sept. 24, 2008. Among them, 63 have been charged
with murder for beating the CEO to death.

x ok 3k

These days, 37-year-old Gundlapally Ramalinga Reddy is a man on a
mission. He has developed an HR services model, which he hopes will
unleash a revolution of sorts in the world of small businesses. He’s got a
fancy name for it-Human Resources Function Outsourcing (HRFO), and yes,
he’s even patented it. If you are a small business owner who can’t afford an
HR department, Reddy’s firm, Husys, will build it and run it for you—end-to-
end.

Here’s how it works. Husys assigns an HR manager who will always be
on location at the client’s office, and works closely with the promoter/CEO
on creating basic HR systems, and then gradually building a complete HR
department offering services such as organisational objectives design, role
definition, setting internal policies and employee frame-works, performance
management systems, training, and employee counseling.

Reddy’s company is joined by many other Indian HR services firms that
have taken the conventional HR outsourcing model forward, and applied it to
companies that seem to need it the most—small businesses.

Xk ok ok

WIPRO, another software leader, has excellent human resource policies
and practices. One such is the way a potential job-hopper is handled. Exit
interviews are held when people quit WIPRO. Reasons why people leave
WIPRO are ascertained and interestingly, the company helps them find
placements in other firms with a guarantee that the doors of WIPRO would
always be kept open to those willing to come back, and a few did come back.

x ok 3k

Toyota is one company which has benefited immensely from employee
suggestions scheme. The company’s suggestions scheme, operational for
decades now, nets almost 2,00,000 suggestions per year, that is 33
suggestions per employee every year. Interestingly, 95% of these are
implemented. That makes about 5,000 improvements per day. Employee



suggestions helped British Airways cut its costs by £4.5 million. HSBC saved
upto ¥50 lakh per annum just by adopting a single useful suggestion made by
an employee. Gujarat Narmada Fertiliser received 5,000 suggestions over
five years, with savings of F65 lakh per annum.

x ok 3k

It’s been almost a year now but Raj Shetty, 45, still winces with guilt when
he looks back. One of the top executives at a Delhi based firm, last year he
almost quit. A tempting offer from a rival firm, boredom with the company
where he had worked for 12 years, dilly-dallying with promises by his bosses
and a burning desire to do something different and exciting—all of it pushed
him to seeking a new job. He collected his offer letter and resigned.

That was perhaps the easiest part. Then followed almost a week of drama,
emotional blackmail sweetened with sky-high promise, and a series of
meetings with the promoter telling him how valuable he was. “For nights I
just could not sleep”, he recalls. On one hand was the guilt of accepting the
offer letter and declining it leading to moral-ethical dilemmas. On the other,
suddenly he could see many down-sides of ditching his old employer. It
meant leaving a comfortable work environment with colleagues and bosses
who respected him, all that bundled with an enticing job offer. “I knew I had
spoiled my relationship with him (the prospective boss) for life yet I decided
to stay back”. he says.

Emotions, dilemmas and some hindsight wincing—that’s the view from the
other side. But for India Inc. reeling under such ‘No show’—executives
accepting offer letter and not showing up—it’s all about worsening talent war,
lost time, bad ethics and often a business plan gone haywire. As a result,
desperate employers in a ramp-up mode are creating plenty of Shettys in
corporate India today.

Xk ok 3k

Sexual harassment is on the rise, particularly in garments units. Most of
these firms employ women who are in their late twenties. They work from
early morning till late in the evening. In many cases these women become
targets of the factory owner’s sexual desires. They are forced into such a
situation by the fear that if they lose their job their children will starve. While
rejecting a complaint relating to sexual harassment, the judge in St.



Petersburg, Russia, declared—“If we had no sexual harassment, we would
have no children”.

x ok 3k

On October 3, 2003, Anant Dalvi and Akhtar Khan, who worked as
contract workers in the Tata Electric Company until they were laid off in
1996, doused themselves with kerosene and set themselves ablaze even as
their co-workers protested before the company’s offices. While Dalvi died on
the spot, Khan died a few days later.

The Tata Electric Company said they were no longer on their payroll and
were not permanent workers. The Tata Hydro Company’s Employees Union
had taken up their case and filed a petition in the Labour Court before their
contracts were terminated. The court directed the company not to terminate
their services without following due process of law. Despite this, their
services were terminated on June 30, 1996. The company union promised the
workers that they would renegotiate. Yet on the night before they killed
themselves when Khan and Dalvi spoke to the union leader, Kailash Shinde,
they were told that nothing more could be done for them. It is this that led
them to take their lives.

Dalvi had been in service as a peon for 17 years and Khan had been
employed as a rigger for 19 years. Their services were not regularised. They
were on contract with a service break of two or three days. Such workers
draw salaries much lower than those of permanent employees.

Xk ok ok

It is a moving scene. Five thirty in the evening. Several charming children
are joyfully playing in the park. At the entrance to the park is standing a lady,
vending balloons and her 3-year-old daughter is helping by inflating them.
The kid’s sight is pathetic—face unwashed, hair uncombed for days, clothes
torn and soiled. The kid is inflating balloons one after another and the mother
is making brisk business. The little one is not even looking at her
counterparts playing in the park, forgetting to join them. The kid knows that
if she strays, she would be beaten by her mother and probably starve that
night.




Welcome to the exciting field of human resource management. As you
flip through the pages of this book, you will find more interesting characters,
issues and anecdotes.

Taking a look at the world of human beings is a rewarding experience.
Contrasts abound in this world. Beauty is juxtaposed with ugliness, mercy
with cruelty, compassion with indifference, health with disease, happiness
with misery, industriousness with laziness, affluence with poverty and as the
titbits told above, mercy with cruelty. These contrasts remain so, despite the
passage of time, sweeping political and economic changes, and cultural
differences. Contrasts notwithstanding, one thing is certain—it is the people
who make an organisation a success or allow it to die. Who are these so-
called patrons? How to attract them? How to retain them? How to motivate
them? These and other such questions need an in-depth study. The present
book makes an attempt to study these questions.

PEOPLE LEND COMPETITIVE ADVANTAGE

Human resource management (HRM) is the most happening function as of
now. This is so because people offer competitive advantage to a firm and
managing people is the domain of HRM. An organisation enjoys competitive
advantage when it is the only one which can offer a product at a price and at
quality while it’s competitors cannot do so.

How do people lend competitive advantage? There are several ways. First,
people offer skills, capabilities, systems, practices, speed, language, bonding
and behaviours, which help execute firm’s strategies successfully. Strategy
implementation cannot be done by physical resources such as technology,
buildings, machines and materials. It is the people who can craft strategies
and execute them effectively.

Secondly, by aligning human resources (HR) plans to business plans, HR
managers are becoming strategic partners. HR professionals work with line
managers to identify HR practices that help accomplish business strategy.!
The outcome of identifying HR planning with business planning is a
framework for integrating HR practices into business decisions to ensure
results. On integration line managers and HR professionals work as partners
to ensure that an integrated HR planning process occurs.



Third, innovation is the key to competitive advantage. Fortunes of several
companies have been revised thanks to innovation. Mahindra & Mahindra is
one instance that can be cited in this context. In 1992, Sandesh Dahanukar, an
R&D engineer, felt that chassis of the utility vehicles kept breaking down. To
manufacture stronger chassis, Mahindra & Mahindra would have to purchase
new presses, which would cost the company a cool ¥300 million. Instead the
obscure engineer suggested that Mahindra & Mahindra would develop its
own presses. Immediately, Mahindra, CEO of the group gave the engineer a
starting budget of ¥600,000, complete autonomy and a commitment to
increase the budget in small doses at every get away that the engineer
successfully crossed. Come 1994, the brilliant engineer came out with a
prototype as well as a new manufacturing process that is still in use. The
company saved around 299 million.?

The Wall Street Journal Asia recently conducted a survey involving 2477
executives and professionals. The survey related to the innovativeness of
Indian companies. Ranking from the survey is given in Table 1.1. Bharti
Airtel and ICICI Bank came first and second respectively.

Google promotes innovation in an unique way. It makes its workforce
adhere to its 70/20/10 rule. An employee is expected to spend 70 percent of
his or her time on own job. 20 percent on “continuous innovation” within that
job, and 10 percent on “discontinuous innovation” in any area he or she
deems productive.?

Fourth, HR function seeks to convert an adverse situation into an
opportunity. HR often gets trapped in a policy role, mediating employee
grievances, monitoring compliance with employment laws and enforcing
codes of conduct. What is more, the function often has seen its mission as
one of helping workers overcome deficiencies and obstacles that hinder their
performances. Without ignoring these tasks, the new HR concentrates on the
positive. How can a firm enhance its revenue by doing more for its
employees? Instead of trying to ‘fix’ a chronic employee weakness, how can
the firm tailor a role that matches and capitalises on strengths? For instance,
after performance review rather than dwell on a talented marketing
executive’s lack of knowledge in finance, a firm can seek to leverage
executive’s creative talents in a broader marketing role—One that helps the

company expand in key overseas markets.*



Table 1.1 Ranking by Innovation

Rank Name of the Company
1 Bharti Airtel
Extending its GSM service
2 ICICI Bank
Big and profitable
3 Infosys Technologies
Tech firm keeps expanding
4 Tata Consultancy Services
Tech group going global
5 HCL Technologies
Tech-services firm, PC maker
6 Reliance Communications
One of biggest cellular networks
7 Wipro
Enlarging its product portfolio
8 Satyam Computer Services
Hyderabad tech outfit
9 Mahindra & Mahindra

Big tractor maker got bigger

10 Hindustan Unilever
Refining consumer-goods mix

(Source: Mint, July 14, 2008)

Fifth, organisational designs do not remain static over a period of time.
Environmental changes compel organisations redesign their structures. Along
with changes in designs, organisations adopt uncertainty avoidance
mechanisms, differentiation mechanisms and integrating mechanisms to cope
with the compulsions of environmental changes. These changes in
organisational designs need to be reinforced by innovative HRM strategies as
shown in Fig 1.1.

Sixth, HR executive is becoming an effective change agent. Change



management is critical to the success of any firm and marks a difference
between winners and losers. While winners anticipate and prepare themselves
to adapt and assimilate the change, losers are overtaken by events, ruminate
over them and are left behind.

Business adopts three general response types to face change: initiatives,
processes, and cultural adaptations. Initiative changes focus on implementing
new programs, projects, or procedures. Such initiatives for example,
implementing new organisational structure, quality improvement effort, or
cost reduction programmes occur annually in most firms. Through strategic
planning, specific initiatives are identified as necessary and are implemented
as part of an evolving management—improvement process. Process changes
within a firm focus on the ways in which works are being executed.
Companies first identify core processes and then try to improve those
processes through work simplification, value added assessments, and other
reengineering efforts. Cultural changes occur within a firm where the
fundamental ways of doing business are reconceptualised. The identity of the
firm is transformed for employees and customers.”> The role played by HR
professionals in all the three response areas needs no over statement. Because
people occupy strategic place in the organisation, they need to be managed
effectively. HRM obviously is highly significant.
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Fig. 1.1 HR interventions for Organisational Redesign

(Source: Ashok Som, Organisation Redesign and Innovative HRM, Oxford, 2008, p.
33)

The most effective contribution to competitive advantage probably comes
from what is called the ‘best fit’ approach to HRM. The three strategies that
help an organisation achieve competitive advantage are:

* Innovation—being the unique producer

* Quality—delivering high quality goods and services

* Cost leadership—leveraging on all possible means to save on cost.
Now, HRM moulds behaviours of employees to suit each of the above
strategies as shown in Table 1.2.

Table 1.2 Role behaviours appropriate for different strategies, (Shuler and Jackson

(1987))



Innovative

Cuality

Cost-leadership strategy

+ High degree of creative
behaviour

+ A longer-term focus

« A relatively high level of
cooperation and interdepen-
dent behaviour

+ Relatively repetitive and
predictable behaviours

+ A more long-term or inter-
mediate focus

« A modest amount of co-

operative, interdependent
behaviour

Relatively repetitive and
predictable behaviours

A rather short-term focus

Primarily autonomous or
individual activity

« A moderate degree of con-
cern for quantity

« An equal degree of concern
for process and results

¢ A greater degree of risk
taking

+ A high tolerance of ambiguity
and unpredictability

« A high concem for guality
« A modest concem for output

s High concemn for process
(how the goods or services
are made or delivered)

e Low risk-taking activity

» Commitment to the goals of
the organisation

Modest concern for guality

High concern for quantity
of output

Primary concem for results

Low risk-taking activity

A relatively high degree of
comfort with stability.

NATURE OF HRM

In its essence, HRM comprises the following:

* HRM consists of people-related functions as hiring, training and
development, performance review, compensation, safety and health,
welfare, industrial relations and the like. These are typically the
functions of ‘Personnel Management’ and are administrative and

Simply put, HRM refers to the application of management principles to
management of people in an organisation. This is too simple a statement and
fails to capture the essence of HRM.

supportive in nature. Appropriately called ‘doables’, these activities are
highly routinised and have been often outsourced.

More important functions of HRM are the building of human capital.
Human capital refers to the stock of employee skills, knowledge and
capabilities that may not show up in a balance sheet but have significant
impact on a firm’s performance.

As stated earlier, human capital (also known as ‘deliverables’) lends
competitive advantage to a firm. Obviously, building human capital is



the major function of an HR professional. These activities (routine as
well as capital building initiatives) are not carried out in isolation. They
are interdependent.

* HRM necessitates alignment of HR policies and practices with the
organisation’s strategies—both corporate as well as functional. By
meshing HR practices and policies with strategies, the HR executive
helps formulate and implement business strategies. The HR manager
then assumes the mantle of a strategist. In fact, as will be stated later, the
very concept of HRM signifies that the role of HR executive is elevated,
from an administrative level, to that of the board. He or she becomes the
member of the board and thus takes part in decision making.

» As stated above, HRM involves the application of management
principles and functions to doables and deliverables of people
management.

« HRM assumes that it is the people who make the difference. They alone
are capable of generating value and adding to the competitive advantage
to organisations.

* HR activities, both doables and deliverables, are not the sole
responsibility of the HR specialists. Line managers are equally
responsible for carrying out the activities.

* HR functions are not confined to business establishments only. They are
applicable to nonbusiness organisations too, such as education, health

care, recreation and the like.®

HRM FUNCTIONS

Henry Mintzberg identified 10 roles (read functions) which managers play in
organisations. A typical manager, according to Mintzberg, acts as a monitor,
disseminator, spokesperson, figure-head, leader, liaison, entrepreneur,
disturbance handler, resource allocator and negotiator. He classifies these ten
roles into three broad categories: first three together are called informational
role, next three constitute the interpersonal role, and the decisional role
includes the remaining four.

In the same vein, one can attempt to isolate the typical functions of HRM.
Eight key HRM functions together with policies, programmes and practices



have been identified, each containing alternatives from which managers can
choose. The functions are:

* Planning: Preparing forecasts of future HR needs in the light of an
organisation’s environment, mission and objectives, strategies, and
internal strengths and weaknesses, including its structure, culture,
technology and leadership.

» Staffing: Obtaining people with the appropriate skills, abilities,
knowledge and experience to fill jobs in the work organisation. Key
practices are human resource planning, job analysis, recruitment and
selection.

* Developing: Analysing learning requirements to ensure that employees
possess the knowledge and skills to perform satisfactorily in their jobs or
to advance in the organisation. Performance appraisal can identify
employees’ key skills and ‘competencies’.

* Monitoring: The design and administration of reward systems. HR
practices include job evaluation, performance appraisal, pay and
benefits.

» Maintaining: The administration and monitoring of workplace safety,
health, and welfare policies to retain a competent workforce and comply
with statutory standards and regulations.

» Managing relationships: Encompasses a range of employee
involvement/participation schemes in non-union or union work places.
In a union environment this includes negotiating contracts and
administering the collective agreement.

» Managing change: This involves helping others to envision the future,
communicating this vision, setting clear expectations for performance
and developing the capability to reorganize people and reallocate other
resources.

* Evaluating: Designing the procedures and processes that measure,
evaluate and communicate the value-added component of HR practices
and the entire HR system to the organisation. (See also Fig 1.2)

We made a mention about doables and deliverables earlier. As stated
earlier, doables include routine activities and competence building pursuits
constitute the deliverables. Now, the eight functions listed above cover both
doables as well as deliverables.




Pause and Ponder

Do we need HR managers to manage people functions? Can’t line
managers themselves manage HR functions?

THE SEMANTICS

As in any other discipline, there is the problem of semantics in HRM, too.
First, we have two terms, namely, personnel management (PM) and HRM.
Between these two terms there is a basic difference, and it is useful to
understand as to what it is.

Pla nning

Evaluatrng 7

Maintaining HRM ."II
Helalmnshlp; ™ \ Functlons <—<:‘EUE|GD|HQ \
Mamtaum@ @utwatmg |

[ Managmg
Change

Staffing I:

Fig. 1.2 Functions of HRM

HRM differs from PM both in scope and orientation. HRM views people
as an important source or asset to be used for the benefit of organisations,
employees and the society. It is emerging as a distinct philosophy of
management aiming at policies that promote mutuality—mutual goals,
mutual respect, mutual rewards and mutual responsibilities. The belief is that
policies of mutuality will elicit commitment which, in turn, will yield both
better economic performance and greater human resource development
(HRD). Though a distinct philosophy, HRM cannot be treated in isolation. It
is being integrated into the overall strategic management of business. Further,



HRM represents the latest term in the evolution of the subject. The year 1990
was a turning point in this evolution. The American Society for Personnel
Administration (ASPA), the largest professional association in this field of
management, changed its name to the Society for Human Resource
Management (SHRM). Since then, the expression is gradually replacing the
hackneyed term ‘personnel management’.”

HRM is a broad concept. Personnel management (PM) and human
resource development (HRD) are a part of HRM.

PM has a limited scope and an inverted orientation. It viewed labour as a
tool, the behaviour of which could be manipulated for the benefit of the
organisation and replaced when it was worn-out. The personnel department
itself was not treated with respect. It was filled with not-very-productive
employees whose services could be spared with minimal damage to the
organisation’s ongoing operations. Personnel function was treated as a
routine activity meant to hire new employees and to maintain personnel
records. It was never considered a part of the strategic management of
businesses. Historically, PM preceded HRM.

Table 1.3 draws the line of separation between HRM and PM quite
clearly.

Pause and Ponder

It is good to read that people management has matured from IR to PM to
HRM to HCM. But has the change been only cosmetic or real? Have a
debate.

Table 1.3 Differences between HRM and PM



Dimrension Personnel Management Human Resource Management

1. Employment contract Careful delineation of written Aim to go beyond contract
contracts
2. Rules Importance of devising clear rules Can do outlook, impatience
with rules
3. Guide to management Procedures Business need
action
4. Behaviour referent Morms/customs and practices Values/mission
5. Managerial task Monitoring Murturing
vis-a-vis labour
6. Key relations Labour management Customer
7. Initiatives Piecemeal Integrated
8. Speed of decision Slow Fast
9. Management role Transactional Transformational
10. Communication Indirect Direct
11. Prized management skills Negotiation Facilitation
12. Selection Separate, marginal task Integrated, key task
13. Pay Job evaluation (fixed grades) Performance related
14. Conditions Separately negotiated Harmonisation
15. Labour management Collective-bargaining contracts Individual confracts
16. Job categories and grades Many Few
17. Job design Division of labour Team work
18. Conflict handling Reach temporary truce Manage climate and culture
19. Training and development Controlled access to courses Learning companies
20. Focus of attention for Personnel procedures Wide-ranging cultural, structural
interventions and personnel strategies
21. Respect for employees Labour is treated as a tool which People are treated as assets to

is expendable and replaceable be used for the benefit of an
organisation, its employees and
the society as a whole

22. Shared interests Interests of the organisation are  Mutuality of interests
uppermaost

23. Evolution Precedes HRM Latest in the evolution of the

subject

24. Locus of control External Internal

25. Organising principles Mechanistic Crganic
Top-down Bottom-up
Centralised Decentralised

Another term widely used these days is HRD. For many people, HRD and
HRM convey the same meaning. This may not be true.

Essentially, HRD encompasses a range of organisational practices that
focus on training, learning, development and work place learning; career
development and lifelong learning; organisational development; and
organisational knowledge and learning. HRD obviously falls under the
umbrella of HRM (see Fig 1.7).

Industrial Relations Management (IRM) is yet another term which adds to



the problem of semantics. ‘Industrial relations’, as the term implies, is merely
concerned with employee grievances and their settlement, unionisation, and
the like. Obviously, IRM is one wing of HRM.
Talent Management is another form increasingly used now-a-days. The focus
in talent management shifts to competencies and skills as the basis for
making all employee-related decisions from hiring through retaining. The
employees are viewed as “talent” that is hired, groomed and trained to meet
the organisation’s needs. Larger firms formulate talent management strategies
and execute them to realise set goals. Chapter 8 carries more details on talent
management.

In India, the term HRD is more commonly used than HRM. Several
organisations have HRD Departments and the Union Ministry concerned with
welfare of people is itself called Human Resource Development.

HRM: FUNCTIONS AND OBJECTIVES

Objectives

The primary objective of HRM is to ensure the availability of a competent
and willing work force to an organisation. Beyond this, there are other
objectives, too. Specifically, HRM objectives are four fold— societal,
organisational, functional and personal (see Fig. 1.3).
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Societal Objectives To be ethically and socially responsible to the needs and
challenges of the society while minimising the negative impact of such
demands upon the organisation. The failure of organisations to use their
resources for the society’s benefit in ethical ways may lead to restrictions.
For example, the society may limit HR decisions through laws that enforce
reservation in hiring and laws that address discrimination, safety or other
such areas of societal concern.

Organisational Objectives To recognise the role of HRM in bringing about
organisational effectiveness. HRM is not an end in itself. It is only a means to
assist the organisation with its primary objectives. Simply stated, the
department exists to serve the rest of the organisation.

The societal objectives of HRM seek to ensure that the organisation
becomes socially responsive while the organisational objectives make
sure that HRM is not a standalone department, but rather a means to assist
the organisation reach its primary objective.

Functional Objectives To maintain the department’s contribution at a level
appropriate to the organisation’s needs. Resources are wasted when HRM is
either more or less sophisticated to suit the organisation’s demands. The
department’s level of service must be tailored to fit the organisation it serves.

Personal Objectives To assist employees in achieving their personal goals,
at least insofar as these goals enhance the individual’s contribution to the
organisation. Personal objectives of employees must be met if workers are to
be maintained, retained and motivated. Otherwise, employee performance

and satisfaction may decline and employees may leave the organisation.?

Functional objectives remind the HRM that it has only functional value
and should not become too expensive at the cost of the organisation it
serves, while personal objectives assist employees in achieving their
personal goals.

Functions



In order to realise the objectives stated above, HRM must perform certain
functions. These functions have been stated while outlining the scope of
HRM. Generally, it may be stated that there is a correlation between the
objectives and the functions. In other words, some functions help realise
specific objectives. For example, the organisational objective is sought to be
met by discharging such functions as HR planning, recruitment and selection,
training and development, and performance appraisal. Similarly, the personal
objective is sought to be realised through such functions as remuneration,
assessment, and the like. Table 1.4 contains the full list of objectives and

functions.

Table 1.4 HRM Objectiv es and Functions

HRM Objectives

Supporting Functions

1. Societal Objectives

2. Organisational Objectives

3. Functional Objectives

4. Personal Objectives

1.
2.
3.

Ul b WP, WINEFE, O UL, WN -

Legal compliance
Benefits
Union-management
relations

. Human resource planning
. Employee relations

. Selection

. Training and developmen
. Appraisal

. Placement

. Assessment

. Appraisal
. Placement
. Assessment

. Training and developmen
. Appraisal

. Placement

. Compensation

. Assessment

Source: William B. Werther, Jr and Keith Davis, Human Resources and Personnel



Management, p. 15.

Who will perform these activities in a typical organisation? What is his or
her place in the organisational structure? The following section seeks to
answer these questions.

ORGANISATION FOR HR DEPARTMENT

Two issues become relevant in a discussion on organisation of an HR
department. They are: (i) place of the HR department in the overall set-up,
and (ii) composition of the HR department itself.”

Status of the HR department in the overall organisational structure
depends on size of the firm, nature of business, management-philosophy and
global presence (see Fig 1.4).
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Fig. 1.4 Factors Influencing HR Team Structure

Size of business In small start-up organisations where employee strength is
around 100, the HR activities are very basic. The functions include
recruitment, salary processing, leave management, statutory records keeping,
organising team outings and events, and other administrative and



coordinating activities. The role to handle these is often bundled with front-
desk (reception) or office administration (see Fig 1.5). The HR functions are
largely transactional. A culture of life-necessities binds the employees with
the firm.

Mid-sized firms with a head count of 200-500 each will have a structured
HR function. Key HR activities like staffing, training, compensating, health
and safety and the like are clearly established and responsibilities assigned.
Clear policies, procedures and manuals are established, identifying who
should do what and how it should be done. Service Level Agreements
(SLA’s) are defined for HR’s deliverables and tracked to ensure that business
objectives are not compromised. Ability to attract and retain talent, managing
employee dissatisfaction proactively, control on costs and related expenses
are typical HR deliverables.

In large organisations with employee strength of 1000 to 3000, HR
function is highly matured and organised. HR processes are well
documented, defined and implemented meticulously. Sophosticated HR tools
are in place and technology is leveraged to ensure that HR is contributing to
the goal realisation. The HR organisational structure (see Fig 1.6) is more
advanced, defining centres of excellence for each of HR activities.
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The multinational organisation is where the HR structure functions at its most
matured level with clear alignment to business priorities and strategies. HR
functions are matrixes and drive global and local initiatives around work-life
balancing programmes, workplace diversity management initiatives, and
institutionalised employee engagement activities, culture building actions,
telecommuting practices and handling temporary and contract workers, in

addition to the standard HR deliverables. HR has a place at the table and is a

party to each and every business strategy and decision.

Nature of Business Nature of business largely determines the HR
department structure. Structure varies from brick-and-mortar, to knowledge
to service industry.

In the industry with the hammering man, people-related functions have
travelled from the Hawthorne Experiment days to the contemporary HR
functions. Surprisingly, the HR function of today has retained a large part of
traditional HR activities. Red flags were hoisted to the factory gates then and
are seen today. HR executives were killed then and are murdered now.
However, the HR functions are commonly distributed to three categories:

(i) HR generalists who carry out generic activities like payroll, leave and
benefits.

(ii) HR specialists who assume responsibility for areas like hiring,
training and development, compensation, performance assessment and
employee relations.

(iii) HR heads who head either functions across locations or head HR for a
divisions within an organisation. These roles carry end-to-end
responsibility for either that function or for that division. For example,
Head-Training & Development would carry the responsibility for



organisation-wide training and development initiatives. And a Head

HR—for a division within a large organisation would be responsible

for all HR activities for that particular division.
Knowledge-based organisations witness highly sophisticated HR structures.
High dependence on employee knowledge adds to the sophistication. HR
professionals in knowledge-based organisations swing from aligning to
business priorities towards ensuring employee engagement. HR roles are
clearly bifurcated as operational HR (also called HR Shared Services Centre
or called HRSSC in short) where transactional activities still prevail and
Centres of Excellence (COE) where value added HR activates reside.
Matured Human Resource Information System (HRIS) is put in place to
ensure automation of the entire HR life cycles. Elaborate HR reports with in-
depth analysis are regularly generated and reviewed to make resource-related
decisions.

In services sector, HR team is kept lean and simple, and the focus is on
transactional people related activities. HR structure is simple. Expectations
from the HR function are the timely hiring, bonding, payroll, benefits
administration, and the like.

Philosophy of Senior Management The philosophy of founders/senior
managers of the organisation defines the nature of HR function. The degree
of importance accorded to the HR head, the place allotted the HR executive at
the ‘table’ and the reporting alignments are all dependent on the attitude of
people at the top.

Global Presence Organisations with global presence tend to have fully blown
and highly elevated HR structures. There is corporate HR department at
headquarters and each subsidiary has its own HR team. HR team at the
headquarters formulates and institutionalises company-wide HR policies and
processes. Such policies help ensure one organisational culture that knits all
subsidiaries together. The HR teams at local levels implement the company-
wide policies as well as customise practices to meet local business needs.
Tata Group is one example that can be cited here. The group has core
corporate HR policies and philosophies that are common to all group
companies across locations, in addition to individual organisations having
own HR teams that support unit-specific requirements (see also Fig 1.7).



Coming to the composition of the HR department, it may be stated that it
depends on the scale of operations and attitude of the top management
towards its personnel. However, a typical HR department (see Fig. 1.7) is
headed by a Director, under whom are Manager—Personnel, Manager—
Administration, Manager—HRD and Manager—Industrial Relations. The
department will grow in size and importance when new demands are placed
on it by the top management.

Outsourcing

A trend that is observed nowadays is outsourcing HR activities. Outsourcing
(also called subcontracting) is the process by which employers transfer
routine or peripheral work to another organisation that specializes in that
work and can perform it more efficiently. The activities that are generally
outsourced include employee hiring, training and development, payroll
preparation, benefits administration, statutory records maintenance and the
like. These are the typical transanctional activities. The triggers for
outsourcing include downsizing, rapid growth or decline of business,
globalisation, growing competition and restructuring.

Some executives assume that outsourcing HR activities offers competitive
advantage. It is assumed that outsourcing can reduce costs, improve
flexibility and permit the hiring of specialised expertise. Outsourcing allows
the in-house HR team to focus on value-added activities. Realising the
potential benefits, 72% of the Indian companies are outsourcing their HR
activities.

Whatever the triggers and justification for subcontracting HR activities,
their outsourcing will have significant impact on the organisation of HR
department. If outsourcing is carried to its logical end, where all activities are
assigned to an outside firm, a company can do without a HR department
itself. Where only limited or routine activities are outsourced, the company
will have a HR department but not the one shown in Fig. 1.7. The HR
department will then be small in size with one HR executive assisted by a
few subordinates.
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Pause and Ponder

Should this happen? Would this happen? Could this happen? How could all
HR activities be outsourced? Can a firm function with a HR department
organised on perfunctionary basis? Answer these questions.

HRM PARADOXES

Paradoxes abound in HRM. Its decades old existence seems to have not
helped the HRM mature into a perfect profession. Compared to finance and
marketing, HR function has been disadvantaged and the HR professionals
themselves need to be blamed. In finance, there has emerged a clear
distinction between professional practices and strategic decision making.
Accounting covers the professional practices and strategic decision making
falls into the domain of finance. Likewise, advertising and sales make up the
professional practices and marketing represents the decision making
domain.!"

These distinctions have been well accepted and respected too. But in
HRM, what is prevailing is a set of routinised activities, which cobbled
together, can be called professional pursuits. The HR function hardly has



decision making role. HR executive sits rarely with strategic management
team and is seldom taken into confidence in core decision making.

But in articles, books, seminars, conferences and training sessions,
strategic role of HRM is elegantly praised and stressed. Title of the
department itself is changed to HRM signifying elevation in the status to the
board level. The designation of personnel manager is rechristened as HR
director/ executive. All these changes are only cosmetic, high in rhetoric and
low in spirit and practice.

There is inconsistency in the growth of the profession itself. It is true that
the HR profession has made many technical advances, but in many ways it
has changed little. The findings of a survey conducted by Centre for Effective
Organisations are telling. Beginning in 1995, HR professionals were asked
how much time they spent on strategic pursuits compared to supportive
activities. As Table 1.5 shows, the time spent on strategic decision making is
improving.

Table 1.5 How HR Professionals Believe they Spend their Time

Percentage of time spent on.... 5-7 years ago Current
Maintaining records 259 13.2
Caollect, track, and maintain data on employee

Auditing and controlling 148 133

Ensure compliance to internal operations,
regulations, and legal and union requirements

Providing HR services 36.4 32.0
Assist with implementation and administration of

HR practices

Developing HR systems and practices 12.6 18.1
Design HR programs, policies, and supporting systems

Serving as strategic business partner 96 235

Serve as member of the management team,
involved with strategic HR planning,
organisational design, and strategic change

(Source: Edward E. Lawler III, John W. Boudreau, and Susan Mohrman, Achieving
Strategic Excellence (Palo Alto, CA: Stanford University Press, 2006)

But when one examines what HR leaders said were their actual activities over
the years, the picture is much different. HR leaders in every survey since
1995 have provided virtually the same percentages. There has been very little



change over time, as shown in Table 1.6.

Table 1.6 How HR Professionals Actually Spent Their Time, 1995-2004

Percentage of time spent on.... 1995 2001 2004
Maintaining records 15.4 14.9 13.4
Auditing and controlling 12.2 11.4 134
Providing HR services 31.3 31.3 N7
Developing HR systems and practices 185 19.3 18.2
Serving as strategic business partner 21.9 23.2 23.3

(Source: Edward E. Lawler III, John W. Boudreau, and Susan Mohrman, Achieving
Strategic Excellence (Palo Alto, CA: Stanford University Press, 2006))

Obviously, today’s HR activities are different and more sophisticated than
it was in the mid 1990s. HR professionals too are doing different things and
doing many things better. There are improved information systems,
scorecards, benchmarks, outsourcing contracts, and competency models.
Workforce plans can now track the headcount moving between jobs using
computerised databases and forecasting algorithms. Selection testing is done
through kiosks or online surveys. There are better versions of the same tools
that HR has been using for decades, and they have made important decisions
in the efficiency and effectiveness of HR function. Yet by their own reports,
the tables show that HR professionals focus is still mainly on administrative
and service-related goals, not on strategic decisions.!

For too long, the HR executive has been at the receiving end. When
attrition was down, credit was not given to the HR executive. But when the
same rose high, it became an HR issue, rather than a business one. In
contrast, when a division is behind its budget, finance executive is not
guillotined but is politely requested to identify and analyse the causes and
prepare a roadmap for future action. The recent global slowdown was
triggered by finance misadventures and frauds, but finance executives had not
been axed. Paradoxically, HR executives are being exited as evidenced by the
number of personal profiles e-mailed to recruiting firms every day, cost
cutting being touted as justification.

HR profession has become highly vulnerable. Any manager can become
an HR head, any of its functions can be outsourced. Nokia, for example,
focuses on core areas like mentoring and assimilation and culture building



in—house, the rest of HR activities are being outsourced. An organisation can
function with a thin or no HR department, and the tendency of managers
themselves playing the HR roles, might lead ultimately to the demise of HR
profession itself.

For too long, organisations functioned without HR departments. Maruti
Udyog, the premier car manufacturing company for instance, did not have an
independent HRM department for nearly two decades. From 1981 (the year
of its establishment) till 1999, a non-functional HRM department was
restricted to administration and time keeping. It did not have clearly defined
functions. It was neither responsible for promotions nor was it accountable
for negotiations with the union. A single, nonaffiliated employees’ union
reported to the production department; it had no qualified and professional
HR managers. Managers viewed a position in the HR department as a
punishment. It was only after 1999 that the HR department started acting
independently.

Supporters of HRM claim that the field has grown from IR to PM to HRM
to HCM, claiming that HR manager now plays a strategic role in a firm
unlike in the past when it was purely an administrative function. But the term
HRM itself is subject to heavy criticism. It has been pointed out that there is a
‘brilliant ambiguity’ in the term HRM. It means whatever one chooses it to
mean. Assuming that the term HRM is accepted, it lacks the capacity to
transform or replace deeply rooted models of IR and PM.

Supporters of HRM claim that the HR manager is a change agent and a
transformational leader, and his or her function is panacea for all
organisational ills and societal evils. Critics retort by alleging that many
organisations are driven more by other objectives than HRM; the financial or
operations orientations of companies takes precedence over avowed
practices. Further, the belief that HRM can transcend national culture has
been questioned.

What Charles Dickens wrote in A Tale of Two Cities, more than hundred
years ago aptly typifies the HR paradoxes. He wrote:

“ It was the best of times, it was the worst of times, it was the age of
wisdom, it was the age of foolishness, it was the epoch of belief, it was the
epoch of incredulity, it was the season of light, it was the season of darkness,
it was the spring of hope, it was the winter of despair, we had everything
before us, we had nothing before us, we were all going direct to heaven we



were all going direct the other way”.

Many times the question that arises is “Do we really need HR’’? A quote
that was taken from the wall of one HR Director pretty much sums up how
the people within the HR Department quite often feel— ‘We the willing are
doing the impossible, for the ungrateful. We have done so much for so long,
with so little, that we are now qualified to do anything, with nothing’.

In fact in May 2001, an Arthur Andersen survey showed that Human
Resources (HR) executives were missing two things that could improve their
effectiveness—support from top management and sufficient financial
resources. In this survey, it was found that HR executives believe HR and
people strategy could significantly improve profitability. But it seems that top
company managers are less likely to see a direct link between people and
profits. 2

HRM is not much sought after course in academics. At top IIMs, less than
2 per cent of the students opt for HR subject. Students are averse towards the
HR subject as the chances of rising to the top through it are rare. In addition,
HRM is considered to be a subject of organisational behaviour that makes it
less practical and less attractive. While HR head is expected to play strategic
role, rarely a course on strategic HRM is taught anywhere.

The paradoxes, though disturbing need not make the reader despair about
HRM. There is a silver lining amidst dark clouds. The HR manager does
create an infrastructure in the organisation that affects employees, customers,
line manager, and investors. When HR practices align with firm’s strategies,
its goals are met and sustained. The HR manager allows functional experts to
help sustain organisational results. When he or she functions effectively, the
HR department becomes an example of how to bring specialist expertise to
business requirements. The HR manager values people and works to create
both competitive and compassionate organsations. When HR professionals
develop competencies and play appropriate roles, they become partners and
players in business. The greatest contribution from HR executives is that they
build organisation capabilities. These organisation capabilities generate
market value through the intangibles they create. Capabilities that lead to
intangible market value include speed, talent, collaboration, accountability,
shared mindset, learning and leadership. HR professionals convert intangibles
into tangibles by building organisation capabilities. Organisation capabilities



are the deliverables of HRM.12

Pause and Ponder

The common practice in organisations is to employ one HR professional
for every 100 employees. Is this ratio OK?

It may also be stated that there is a cognate body of prescription, policy
and analysis which is directed at the notion of HRM as a perspective that is
central to employment relationship. Whether HRM is driven by ideological
goals, or any other goals—strategic, operational, or market goals, its
language, practices and adoption suggest that it is perhaps the most
significant perspective on the employment relationship to emerge in the last
fifty years. Its significance lies not so much in the observable practice of its
functions, but in the assumptions that it permits practitioners to make. The
assumptions are that—(i) it is capable of contributing to, and drawing from
the highest levels of managerial policy; (ii) it is driven by both strategic and
operational goals; and (iii) it conceives of the organisation as an environment
in which managerial discretion is permitted free rein and accepted as major
managerial responsibility which is not moderated by external bodies such as
trade unions.

HR managers have started speaking the language of business. They seek
to justify the economic value of their actions. Cost-benefit analysis is being
increasingly applied to all the areas of HR activities and is explained at
appropriate places in this book.

The HR job is highly coveted one and so are the HR practices that are
becoming highly visible in organisations. As stated earlier, designations of
HR professionals and nomenclatures of HR departments have been changed.
Executives everywhere are eloquent about the role of human resource in the
successful functioning of organisations. In HUL, people management is
accorded top priority. Over 50 percent of the top management’s time is spent
on people issues. Lever has the reputation of developing leaders who after
retirement are in great demand all over. 440 of Indian CEOs and heads of
global boards today are alumni of HUL. HR heads of several Indian
companies are ex-managers of HUL. 80 percent of CII HR committee are ex-



executives of HUL. Thus, HUL is the school of CEOs.

Across the corporate world, as much as 36 percent of boards’ time is spent
on people related issues as Fig. 1.8 shows. Exhibit 1.1 is an ample testimony
about the significance of HRM.
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(Source: Mercer, 2008)

IHGILIIWEE We Like HR

We like HR. We like HR practices that deal with people, performance,
information and work because they create an infrastructure that affects
employees, customers, line managers and investors. We like the HR
function because it allows functional experts to help sustain organisation
results. When the HR function operates well, it becomes an example of
how to bring specialist expertise to business requirements. We like HR
professionals because, for the most part, they value people and they work to
create both competitive and compassionate organisations. When HR
professionals develop competencies and play appropriate roles, they
become partners and players in the business. We like the intellectual
challenges of figuring out how HR practices, functions, and professionals
add even greater value. We like the HR professionals because they make
intangibles tangible by building organisation capabilities. Organisation
capabilities are the deliverables of HR.



We believe that HR professionals should focus more an deliverables
than on doables or routine activities. We believe that key deliverable are
organisation capabilities and intangibles that define the organsiation’s
identity and personality and that deliver high performance to all
stakeholders. We believe that HR leaders can align practices to more
effectively execute business strategy. We believer that HR professionals
who demonstrate the right competencies and play the right role will be
more effective than those who do not. And we believe that with creative
thought and discipline, these beliefs will become actions that deliver value.
In sum, we believe that this is a great time to be an HR professional.

Source: Excerpted from The HR Value Proposition by Dave Ulrich and Wayne
Brockbank.

Organisations have started respecting human resource as an important
resource and are assigning monetary value to their employees. Business
magazines have started writing about best employment practices of reputed
companies. Agencies specialising in human resource management also list
the best employers as Table 1.7 shows.

Business Today ranked best employers in 2011. The top ten of them are
shown in Table 1.7.

Table 1.7 Best Employ ers

Rank Name of the Company
TCS

Infosys

WIPRO

IBM

Google India

Rcom

[N

Microsoft
Accenture
HCL Tech
L&T
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(Source: Business Today, March 4, 2012)

What is unique about the above ranking is the fact that the economic
downturn notwithstanding, the top 10 companies are retaining their
employees with a smile on their faces and their morale being high. What is
also unique is the absence of veterans such as TCS, HUL, Infosys and Wipro
from the hall of fame.

Two things are common to all the best employers: they have built an
inventory of people practices that are both unique and tailored for their firms.
Besides, they take the trouble to painstakingly create a work environment that
gets the best out of their employees, make them feel good about their work
and their future in the organisation. The real secrets on why the best
employers are so are simply the obvious:

(i) Effective and committed leadership

(ii) Astute management of talent
(iii)  Spotting and attracting talent
(iv) Setting high goals
(v) Coaching for performance
(vi) Strong review and reward systems
(vii) Building skills for the future
(viii) Building growth into every job

Golden days are ahead for HR. As of now, there are about one million HR
professionals around the world. Graduate and postgraduate courses on
business management are now focusing on HR. Organisations like Google,
Zappo and Baidu are redefining and reinventing how HR is done in exciting
ways.

PERSONNEL POLICIES AND PRINCIPLES

Policies

Policies are plans of action. Organisations need to evolve HR policies as
they ensure consistency and uniformity in treating people. They help
motivate and build loyalty. Policies become benchmarks to compare and



evaluate performance. "

A policy is a plan of action. It is a statement of intention committing the
management to a general course of action. When the management drafts a
policy statement to cover some features of its personnel programmes, the
statement may often contain an expression of philosophy and principle as
well. Although it is perfectly legitimate for an organisation to include its
philosophy, principles and policy in one policy expression, it is desirable for
a student of HRM to separate a principle from a policy. The following
statement is an expression of a principle or an objective:

It is the intention of the company to provide a safe plant and a healthy
working environment.

The statement is too general to be of any use. A policy statement, on the
other hand, is more specific and commits the management to a definite course
of action. The following is a policy:

Our policy is to institute every practical method for engineering safety
into our processes and equipment, to provide protective clothing where
necessary, to train employees in safe operating procedures, and to
vigorously enforce established safety rules. Our policy is to provide a
healthy plant by giving adequate attention to cleanliness, temperature,
ventilation, light and sanitation.

A policy does not spell out the detailed procedure by which it has to be
implemented. That is the role of a procedure. A procedure is in reality a
method for carrying out a policy. A policy should be stated in terms broad
enough for it to be applicable in varying situations. Lower-level managers
who apply a policy must be allowed some discretion in carrying out the
policy. The circumstances between two departments or sections vary. Hence
a rigid, excessively detailed policy statement might cause injustice, if not
granted some latitude.

WHY ADOPT POLICIES?



Organisations should have personnel policies as they ensure the following
benefits:

1. The work involved in formulating personnel policies requires that the
management give deep thought to the basic needs of both the
organisation and the employees. The management must examine its
basic convictions as well as give full consideration to the prevailing
practices in other organisations.

2. Established policies ensure consistent treatment of all personnel
throughout the organisation. Favouritism and discrimination are,
thereby, minimised.

3. Continuity of action is assured even though top-management
personnel change. The CEO of a company may possess a very sound
personnel management philosophy. He/she may carry the policies of
the organisation in his/her head, and he/she may apply them in an
entirely fair manner. But what happens when he/she retires or
resigns? The tenure of office of any manager is finite. But the
organisation continues. Policies promote stability.

4. Policies serve as a standard of performance. Actual results can be
compared with the policy to determine how well the members of the
organisation are living upto the professed intentions.

5. Sound policies help build employee motivation and loyalty. This is
especially true where the policies reflect established principles of fair
play and justice and where they help people grow within the
organisation.

6. Sound policies help resolve intrapersonal, interpersonal and
intergroup conflicts (see Exhibit 1.2 for a typical personnel policy).

|5 G108 WS Personnel Policy of ABB India

Satisfied customers and motivated employees are of vital importance to
ABB’s long-term competitiveness. Each employee shall:

 Understand his/her role.

 Have the necessary empowerment.

» Take responsibility.

* Develop his/her competence: knowledge, will and ability.



» Clearly defined objectives for both the individual and the work team
shall be the cornerstone of our activities.

* Respect for, and confidence in the individual shall characterise our
work environment. This must be safe and stimulating.

* The local unions shall be natural co-operation partners.

» Each manager at ABB shall continually develop his/her management
skills and leadership so as to be able to assume full responsibility for
the employees.

* Planning discussions shall be held at least once a year with each
individual employee.

* The goal of our learning organisation is to achieve a continuous
development of competence, internal mobility as well as employee
development and to provide career opportunities consistent with
abilities.

» Ethics, equal opportunities and an open and honest exchange of
thoughts and ideas are the corner-stone of our actions.

 The implementation of the personnel policy is a strategic issue in
which we must all participate.

A few specific personnel policies are:

* Policy of hiring people with due respect to factors like reservation, sex,
marital status, and the like.

* Policy on terms and conditions of employment—compensation policy
and methods, hours of work, overtime, promotion, transfer, lay-off, and
the like.

» Policy with regard to medical assistance—sickness benefits, ESI and
company medical benefits.

* Policy regarding housing, transport, uniform and allowances.

* Policy regarding training and development—need for, methods of, and
frequency of training and development.

* Policy regarding industrial relations—trade-union recognition, collective
bargaining, grievance procedure, participative management, and
communication with workers.

Formulating Policies What are the sources and content of personnel
policies? How to formulate a policy relating to hiring, training, remunerating



or resolving an industrial dispute? There are five principal sources for
determining the content and meaning of policies:—(i) past practice in the
organisation; (ii) prevailing practice in rival companies; (iii) attitudes and
philosophy of founders of the company as also its directors and the top
management; (iv) attitudes and philosophy of middle and lower management;
and (v) the knowledge and experience gained from handling countless
personnel problems on a day-to-day basis.

Policies must be stable. Stability creates a climate of security and removes
uncertainty from the minds of employees. The application of policies must be
consistent over a period of time and uniform across departments and among
the same category of employees. Yet policies should not be rigid. Flexibility,
as pointed above, in interpretation is necessary to meet the changing
conditions. Again, a policy must enunciate a principle and not care for minute
details. Further, a policy must reflect the goals and values of the organisation.
Personnel policy is not an isolated document. It is an integral part of the
overall corporate philosophy of the company.

Pause and Ponder

HR policies are often perceived as cumbersome, high sounding, academic
and unnecessary. Do you agree with us?

Principles

If policy is a guide for managerial decisions and actions, principle is the
fundamental truth established by research, investigation and analysis. Many
personnel principles have been established through practice, experience and
observation. Principles are universal truths generally applicable to all
organisations. Policies, on the other hand, vary from organisation to
organisation. Principles guide managers in formulating policies, programmes,
procedures, and practices. They also come handy in solving any vexing
problem. Some of the personnel principles are:

1. Principle of individual development to offer full and equal opportunities

to every employee to realise his/her full potential.
2. Principle of scientific selection to select the right person for the right



job.

3. Principle offree flow of communication to keep all channels of
communication open and encourage upward, downward, horizontal,
formal and informal communication.

4. Principle of participation to associate employee representatives at
every level of decision making.

5. Principle of fair remuneration to pay fair and equitable wages and
salaries commensurating with jobs.

6. Principle of incentive to recognise and reward good performance.

7. Principle of dignity of labour to treat every job and every job holder
with dignity and respect.

8. Principle of labour management co-operation—to promote cordial
industrial relations.

9. Principle of team spirit to promote co-operation and team spirit among
employees.

10. Principle of contribution to national prosperity to provide a higher
purpose of work to all employees and to contribute to national
prosperity.

SKILLS FOR HR PROFESSIONALS

What qualifications and skills should HR professionals possess to succeed in
their profession? HR manager needs to have technical, cognitive and
interpersonal skills and processes to accomplish his or her work. He or she
needs to be good in communication, be empathetic, have tolerance for
ambiguities, be even tempered, be pleasant, confident and be the one who
loves people. The individual needs to be competent in legal matters and have
didactical instincts. Needless to say, the HR professional needs to be good in
basics. In other words, he or she should have comprehensive understanding
of HR policies, principles, programmes and practices.

The HR executive needs to be multi-knowledgeable. In addition to the
knowledge about the HRM subject, the HR manager should be competent in
finance, sales, marketing and operations. No longer HR manager is confined
to file-pushing and record keeping. He or she is increasingly playing strategic
role. Strategic role demands knowledge about all functional areas of business.

Diverse knowledge is a must for HR managers for another reason: There



are instances of organisations where finance executives become HR directors,
and worse still, stores managers are made personnel managers. Why not HR
specialists become finance executives or marketing managers? Knowledge
about all the functional areas is of immense help to HR professionals.

Every profession mandates academic qualification that the practioner must
possess. A practising medical doctor needs to be at least an M.B.B.S, a
practising accountant be a C.A, a lawyer be a graduate in law and a company
secretary needs to be an A.C.S. These are the minimum academic
qualifications mandated for the practioners. The minimum academic degrees
that should be possessed by practioners are mandated by the respective
professions, which, by themselves are statutory bodies. For example, the
Institute of Chartered Accountants has mandated that the practioner must be a
C.A at the minimum. The Medical Council of India has made it compulsory
that the practising doctor must be an MBBS at the least.

No such mandatory requirements for an HR professional. This implies that
anybody, irrespective of his or her qualifications can become an HR
executive. The professional bodies like Indian Institute of Personnel
Management (IIPM), HRD Network and Indian Society for Training and
Development (ISTD) are only societies and hence lack statutory teeth to
mandate academic qualifications for HR practioners. Obviously, they are
silent on this issue. Only exception is the appointment of Labour Welfare
Officers in industrial establishments. The Factories Act, 1948 has prescribed
a degree in social works as a prerequisite for appointment as a welfare
officer.

However, Figure 1.9 brings out the requisites of an HR leader. As the
Figure shows, four categories of competencies make an HR manager highly
competent: business mastery, personal credibility, change mastery and HR
mastery.

LINE MANAGERS

What is the role of line managers in managing HR? There is an apprehension
that the line managers are usurping into HR professional’s domain. Such
apprehension tends to be farfetched. From MD down to the first line
supervisors, line managers carry on certain specific human resource activities
like:



» Placing right people in right places

* Treat people and organisations as resources that need investment to grow

* Advice on HR choices

» Offer on-the-job training to new hires and new operations for in-house

people

* Interpret company policies and procedures.

» Ensuring safety and health to employees

* Act as people managers in small firms

The demarcation between HR professionals and line managers should be
clear. All said and done, line managers are the final decision makers and they
are more accountable to the effectiveness of the organisation.

HR professionals should not delegate all their tasks to the line managers.
They need to evolve new initiatives, convince line managers about their
relevance and usefulness, implement them with vigour and evaluate their
effectiveness. HR professionals cannot expect the line managers to forget
their primary responsibilities and become accountable for people welfare.

Business Mastery

+ Business acumen

* Customer orientation

» Knowledge in all
functional areas

* External relations
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Fig. 1.9 HR Competency Model



(Source: Adapted from Human Resource Management by Christopher Mabey, et. al.,
Blackwell Business, p. 31).

HRM MODELS

Till now our discussion centered around the nature of HRM, its function, its
policies and principles. It is time that we understand the theoretical
perspectives on HRM—its defining features, popularity called models. Five
major models have been identified and all these serve four purposes.'>

1. They provide an analytical framework for studying HRM (for example,
situational factors, stakeholders, strategic choice levels, competence).

2. They legitimise certain HRM practices; a key issue here being the
distinctiveness of HRM practices: “It is not the presence of selection or
training but a distinctive approach to selection or training that matters”.

3. They provide a characterisation of HRM that establishes variables and
relationship to be researched.

4. They serve as a heuristic device—something to help us discover and
understand the world for explaining the nature and significance of key HR
practices.

The five HR models are: (i) The Fombrun, (ii) The Harvard, (iii) The
Guest, (iv) The Warwick, and (v) Dave Ulrich.

The fombrun, Tichy and Devanna Model

Being the first model (dates back to 1984), this emphasises just four functions
and their interrelatedness. The four functions are: selection, appraisal,
development and rewards. These four constituent components of HRM and
are expected to contribute to organisational effectiveness as shown in Fig.
1.10.
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Fig. 1.10 The Fombrun Model of HRM

The Fombrun model is incomplete as it focuses on only four functions of
HRM and ignores all environmental and contingency factors that impact HR
functions. Nevertheless, the model deserves appreciation for being the first
and has set stage for other theories to emerge. It is also a simple model that
serves as a heuristic framework for explaining the nature and significance of
the key HR activities. The model also deserves appreciation for emphasising
interrelationship among the four activities and their collective impact on
organisational effectiveness.

The Harvard Model

The Harvard model claims to be comprehensive in as much as it seeks to
comprise six critical components of HRM. The dimensions included in the
model are: stakeholders interests, situational factors, HRM policy choices,
HR outcomes, long-term consequences and a feedback loop through which
the outputs flow directly into the organisation and the stakeholders (See. Fig.
1.11).
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Fig. 1.11 The Harvard Model of Human Resource Management

The stakeholders interests recognise the importance of ‘trade offs’
between the interests of the owners and those of employees. Trade offs also
exists among other interest groups. But this is the challenge of HR manager.
He or she needs to balance the interests of all stakeholders.

The situational factors influence management’s choice of HR strategy.
The contingent factors included in the model include workforce
characteristics, management philosophy, labour market, task, technology, and
laws and social values. These situational factors do influence HR strategy and
their inclusion in the model is a welcome thing.

HRM policy choices emphasise the management’s decisions and actions
in terms of HRM can be fully appreciated only if it is recognised that they
result from an interaction between constraints and choices. The model depicts
management as a real actor, capable of making at least some degree of unique
contribution within environmental and organsiational parameters and of
influencing those parameters themselves overtime.!4

Organisational commitment, employee competence, congruence and cost
effectiveness constitute HRM outcomes. The assumption here is that
employees have talents which are rarely exploited for organisational growth
and that they are willing to grow with the organisation if a participative
environment is available.



The long-term consequences include societal well-being, organisational
effectiveness, and individual welfare. There is obvious linkage among the
three. Employee welfare leads to organisational effectiveness and efficacy of
all organisations contributes to societal well-being.

The feedback loop is the sixth component of the Harvard model. As was
stated above, situational factors influence HRM policy and choices, and are
influenced by long-term consequences. Similarly, stakeholders’ interests
influence HRM policy choices, and in turn, are impacted by long-term
outcomes (See Fig. 1.11).

the Guest Model

Yet another HRM model was developed by David Guest in 1997 and claims
to be much superior to other models. The details will justify the claim. This
model claims that the HR manager has specific strategies to begin with,
which demand certain practices and when executed, will result in outcomes.
These outcomes include behavioural, performance related and financial
rewards (See Fig. 1.12).

HRM HR Behavioural Performance
Practices Outcomes Outcomes Outcomes
Hiring Commitment Mativation Positive Financial
HRM Training Cuuality Co-operation Productivity Outcomes
Strategies Appraisal > Flexibilty [ Organisational | Innovation Profits

Compensation citizenship Quality RO
Relations Negative

Low productivity

Absentesism

Turnover

Fig. 1.12 The Guest Model of HRM

The model emphasises the logical sequence of six components (as shown
in Fig. 1.12): HR strategy, HR practices, HR outcomes, behavioural
outcomes, performance results and financial consequences. Looking
inversely, financial results depend on employee performance, which in turn is
the result of action oriented employee behaviours. Behavioural outcomes are
the result of employee commitment, quality and flexibility, which, in turn, are
impacted by HR practices. HR practices need to be in tune with HR strategies



which are invariably aligned with organisational strategies (Read Chapter 3
for more details).

The claim of the Guest model that it is superior to others is partly justified
in the sense that it clearly maps out the field of HRM and delineates the
inputs and outcomes. How HRM can contribute to organisational
effectiveness is clearly shown in the model. But the dynamics of people
management are so complex that no model (including the Guest model) can
capture them comprehensively.

The Warwick Model

This model was developed by two researchers, Hendry and Pettigrew of
University of Warwick (hence the name Warwick model). Like other models,
the Warwick proposition centres around five elements: (see also Fig. 1.13):
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Fig. 1.13 The Warwick Model of Human Resource Management

(Source: Figures 1.11 to 1.13 are based on Human Resource Management by John
Bratton and Jeffrey Gold)

* Outer context (macro environmental forces)

* Inner context (firm specific or micro environmental forces)

* Business strategy content

« HRM context

« HRM content

The Warwick model takes cognisance of business strategy and HR
practices (as in the Guest model), the external and internal context (unlike the
Guest model), in which these activities take place, and the process by which



such changes take place, including interactions between changes in both
context and content. The strength of the model is that it identifies and
classifies important environmental influences on HRM. It maps the
connection between the external and environmental factors and explores how
HRM adapts to changes in the context.”> Obviously, those organisations
achieving an alignment between the external and internal contexts will
achieve performance and growth.

Pause and Ponder

Looking at the four models described in this section, what similarities and
dissimilarities do you notice among them? What assumptions do they
make? What lessons do they carry to practising HR managers and students
of HRM?

The ulrich Model

In his epic book Human Resource Champions, Dave Ulrich proposes a
contemporary HR model which lifts HR function from mere transactional to
transformational role. Being one of the most popular models in the industry
today, Ulrich identifies four distinct roles that HR team should deliver-
strategic, administration, champion, and change harbinger (see Fig 1.14).

Future/Strategic
Focus

[ Strategic Partner l Change Champion

Process — —— ~ People

#~

Employee Champion } Administrative Expert

Day=to=cay
Operational Focus

Fig. 1.14 A Multiple-Role Model for Human Resources Management

Strategic Partner: Being a strategic partner is about the alignment of HR
activities and initiatives with the overall business strategy. The HR team



should now answer a fundamental question. How do we create an
organisation to accomplish business objectives? The answer implies that all
the strategic statements to be converted into specific organisational actions,
and implement them relentlessly. HR manager should work with line
managers to formulate business strategies, convert them into action plans and
execute them.

walk BREIS

» Automate routine HR activities * Quote policies and sermons

* Never loose an opportunity to when an employee comes to
chat with an employee, be it in you with a concern or an issue
the lift, parking lot or even the « Commoditise employees
restroom * Forget to smile

* Consider each employee as a  Have different policy for

brand ambassador of the different levels in the
company organisation

* Lead by example * Forget that HR is a service

* Be business-savy function—all employees are it

» Call by names when you talk to customers in the organisation
employees

Change Agent: The role of change agent involves initiating three categories
of responses to meet business goals. First refers to the initiative changes.
These focus on implementing new programmes, projects or procedures. Such
initiatives (e.g. implementing a new organisational structure, customerservice
agenda, quality-improvement effort, or cost reduction programme) occur
annually in most organisations. Through strategic planning, initiatives are
identified as necessary and are implemented as part of an evolving
management improvement process. Second refers to process changes which
focus on the way in which work gets done in a firm. Companies first identify
core processes and then try to improve them through work simplification,
value-added assessments, and other reengineering efforts. Finally, the
cultural changes, occur within an organisation when the fundamental ways of
doing business are reconceptualised. The identity of the firm is transformed



both for employees and customers.

As an administrative expert, HR manager is responsible for offering HR
deliverables at the lowest cost. A HR professional acts at two levels as an
expert. First, he or she may help a firm go through the reengineering of
business processes. As organisations identify and improve core processes, the
HR head may actively work on the improvement teams working towards
greater simplicity, efficiency and effectiveness. For too long, business
reengineering has been driven by technologists working mechanically with
little input from HR professionals sensitive to the human issues related to
change. Lack of HR inputs many times leads to failure of reengineering
initiatives.

Second, HR professional must apply his/her administrative expertise to
HR processes even if not participating in process reengineering, he or she
should demonstrate one’s ability to deliver HR services efficiently by
reengineering own processes as needed. By doing so, HR professional not
only improves his or her firm’s infrastructure but earns credibility for
participation in subsequent business change efforts.

HR Champion HR professional, who works as an employee champion,
focuses on finding the right balance between demands and resources. He or
she helps legitimate demands of employees and assists employees to deal
with demands by learning to focus and set priorities. The HR professional
also finds creative ways to leverage resources so that employees do not feel
overwhelmed by what is expected of them. The champion role demands that
the HR professional should build trust between him or her and the employees.

As stated earlier, Ulrich model elevates the role of HRM from mere
transactional to that of transformational ones. The four roles modelled by
Ulrich reflect the new age realities and requirements (see Table 1.8).

Table 1.8 Linking Ulrich’s Roles to Deliverables



Metaphor Role Activity Deliverable

Strategic Partner Management of strate- Aligning HR with  Executing strategy
gic resources business strategy

Administrative Expert Management of firm's Re-engineering Building an efficient
infrastructure process infrastructure

Employee Champion Management of Listening to Increasing employee
employee contribution  employees commitment and ca-

pability

Change Agent Management of trans- Managing chang- Creating a renewed

formation and change ing environment infrastructure

Consider the following realities:

* Globalisation has opened doors for new markets, new products, new
mindsets, new competencies, and new ways of thinking about business.
HR function needs to create new ways and means for attaining global
agility, effectiveness and competitiveness.

» It is imperative on the part of organisations to become customer-centric
in order to gain competitiveness. This requires innovation, faster
decision-making, affordable price, and effective linkages with vendors
and suppliers to build value chain for customers. Employee attitude
counts considerably in building the value chain.

 Changing and remaining agile is a business reality. This reality needs to
be facilitated, strengthened, and reinforced by the HR team.

* Technology remains the corner stone of business effectiveness. HR team
is responsible for redefining work in such a way that the organisation is
ahead of the information curve and is leveraging information for
business goals.

New age business realities expect the HR team to act as strategic partner,

change agent, administration expert and employee champion.

A Model for this Book

We follow the model shown in Fig. 1.15 for the purpose of this book. The
HR manager needs to evolve his or her own strategies that should be aligned
with firm’s strategies. In playing this role, the HR professional works to be a
strategic partner, helping ensure the success of business strategies. Chapter 3
in this book is devoted to a discussion on HR strategic management.
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Fig. 1.15 HRM Model

HR strategies should result in certain practices that include:

Human Resource Planning (Ch. 4)

Analysis of Work and Designing Jobs and Job Evaluation (Ch. 5)
Recruiting Talent (Ch. 6)

Selecting Right Talent (Ch. 7)

Training and Development, Career Management and Talent Management

(Ch. 8)

Appraising and Managing Performance (Ch. 9)

Employee Engagement and Empowerment (Ch. 10)

Managing Compensation (Ch. 11-14)

Organisational Culture (Ch. 15)

A Safe and Healthy Environment (Ch. 16)

Managing Betlement Work-Employee Welfare (Ch. 17)

Managing Separations and Right Sizing (Ch. 18)

Managing Industrial Relations (Ch. 19-22)

Managing Ethical Issues in Human Resource Management (Ch. 23)
HR Audit and Evaluation (Ch. 24)

Contemporary Challenges in Human Resource Management (Ch. 25)
International Human Resource Management (Ch. 26)

e-Human Resource Management (Ch. 27)

Human Resource Management in Small Scale Units (Ch. 28)

These practices should be based on HR principles and policies (Ch. 1) and

should be institutionalised. Institutionalised practices avoid ambiguities,
sustain consistencies and promote a healthy environment.

A healthy environment gives a set of motivated employees with requisite



capabilities and the drive to perform (Ch. 15-17). Employees need to be
embedded with ethical values (Ch. 23) in order to make them chiseled
individuals who are inspired not by petty monetary benefits alone but by a
clear conscience, who bear ups and downs in the organisations with
forbearance and equality, and who stay put with the organisation.

A firm that has motivated employees backed by capabilities is sure to
achieve its cherished goals. Whether or not the organisation is effective is
revealed through HR evaluation (Ch. 24). An organisation performing poorly
needs to have a relook at its strategies, practices and motivational tools and
practices. Finally, the HRM process is subject to the influence of both
external and internal factors (Ch. 2).

EVOLUTION OF HRM

As a part of introduction to the subject, it is useful to study the evolution of
HRM. HRM, a relatively new term, emerged during the 1970s. Many people
continue to refer to the discipline by its older, more traditional titles, such as
personnel management or personnel administration.

The trend is changing. The term nowadays used in industry circles is
HRM. Coming to the evolution of HRM as a subject, it may be stated that
concern for the welfare of workers in the management of business enterprises
has been in existence since ages. Kautilya’s Arthashastra states that there
existed a sound base for systematic management of resources as early as the
4th century BC. The government then took an active interest in the operation
of public and private sector enterprises and provided systematic procedures
for regulating employer-employee relationships.

Elsewhere, human resources in organisations received the managements’
attention much earlier. As early as in 1800 BC itself, ‘minimum wage rate’
and ‘incentive wage plan’ were included in the Babylonian Code of
Hammurabi.

Experts of HRM in our country have tried to chronicle the growth of the
subject only since the 1920s. This was the period when state intervention to
protect the interests of workers was felt necessary because of the difficult
conditions which followed the First World War, and the emergence of trade
unions. The Royal Commission (1931) recommended the appointment of
labour-welfare officers to deal with the selection of workers and to settle their



grievances. The Factories Act, 1948, made appointment of welfare officers
compulsory in industrial establishments employing 500 or more workers
each.

In course of time, two professional bodies, the Indian Institute of
Personnel Management (I[PM) and the National Institute of Labour
Management (NILM), were set up. IIPM had its headquarters at Kolkota and
NILM at Mumbai. These two places were the premier centres of traditional
industry (jute and cotton respectively) in pre-independent India.

The aftermath of the Second World War and the country’s political
independence witnessed increased awareness and expectations of workers.
During the 1960s, the personnel function began to expand beyond the welfare
aspect, with labour welfare, IR and personnel administration integrating into
the emerging profession called personnel management (PM). Simultaneously,
the massive thrust given to the heavy industry in the context of planned
economic development, particularly since the Second Five-Year Plan and the
accelerated growth of the public sector in the national economy resulted in a
shift in focus towards professionalisation of management.

By the 1970s, a shift in professional values was discernible. It shifted
from a concern for welfare to a focus on efficiency. In the 1980s,
professionals began to talk about new technologies, HRM challenges and
HRD. The two professional bodies, IIPM and NILM, merged in 1980 to form
the National Institute of Personnel Management (NIPM).1°

Technology entered (HR) domain in the 1980’s, allowing HRM
professionals to focus less on administrative work (that had become a burden
as a result of all the legislations that had come before and continued to come)
and more on strategic issues as noted in the previous paragraph. Thanks to
the increasingly sophisticated human resources information and
communications systems, HRM was getting a better handle on its resources,
and thus, the effectiveness of its programs. With more attention being
focused on the human resources in an organisation, the link between HRM
and the bottom line was becoming clearer.

In the 1990s, the emphasis shifted to human values and productivity
through people. Reflecting this trend, the American Society for Personnel
Administration (ASPA) was renamed as the Society for Human Resources
Management (SHRM). Thus, beginning in the 1920s, the subject of people



management has grown into a matured profession. The journey continues.
The profession might be called HCM in the near future. Table 1.9 shows the
evolution of HRM.

The importance of the personnel or HRM function has alternately
increased and decreased over the past 90 years. It is clear that there has been
an overall trend towards recognising and encouraging the contributions that
employees make to the bottom line. Business, government and non-profit
organisations continue to transfer themselves because of the change in
thinking that is driven by HRM: People matter.

The later 1990s and first few years of the twenty-first century have
witnessed an increased importance on changing demographics and increasing
shortages of workers with the needed capabilities. Today, HRM is concerned
with much more than simple filing, housekeeping, and record keeping. The
top HRM professional at most companies today has vice-president or
executive vice-president status and is a contributing member of the
organisation’s executive committee or the executive body composed of key
top managers that makes policy decisions and sets corporate strategy.

Table 1.9 Evolution of HRM in India

Period Development Outlook Emphasis Status
Status
19205s—1930s Beginning Pragmatism of Statutory, welfare,  Clerical
capitalists paternalism
1940s—1960s Struggling for Technical, Introduction of Administrative
recognition legalistic technigues
1970s—1980s Achieving Professional, Regulatory, confor- Managerial
sophistication legalistic, ming, imposition of
impersonal standards on other
functions
1990s Promising Philosophical Human values, Executive
productivity through
people

Source: C.S. Venkataratnam and B.K. Srivastava, Personnel Management and Human
Resources, p. 5.

Human Capital Management

The journey of people management is touching yet another milestone. As



stated above, the term HRM is now sought to be replaced by Human Capital
Management (HCM), often called talent management.

Human capital is understood as the experience that an individual brings to
an organisation in the form of knowledge, skills, abilities, and values that he
or she has accumulated over time. Consequently, the employees of an
organisation are viewed as an asset or a resource that can be improved
through investment in the same way as other assets or resources such as
building and equipment. Organisations do not own capital but can rent it from
their employees. As a result, human capital is highly precarious and is in
constant danger of being lost when an employee exits the organisation.

HRM treats people as an organisational resource. The term ‘human
resource’ implies an available supply that can be drawn on and used to
accomplish a task. Resources appear as costs in traditional accounting
practices. HCM recognises that people are investors of their personal human
capital and this provides the main source of value for an organisation.

HCM demands action by an organisation on the following:!8

1. Focusing on knowledge and insight rather than on metrics and

standards.

2. Acknowledging complexity and not trying to understand everything

through cause and effect.
. Using best—fit, not just basic or best practices.
. Focusing on creating value through intangible capability.
. Integrating people and business strategy, driving and accelerating the
business plan.
6. Managing a large proportion of the people management agenda through
strategic programmes.
7. Gaining energy from the outside-in, matching potential capability with
investors’ and customers’ needs.
8. Measuring strategic differentiators that indicate potential
transformation.
9. Using informal, longitudinal and focused, strategic, external
benchmarking.
10. Focusing on long-term stretch objectives, and learning from their
outcomes.
11. Reporting to employees, managers and the Board.

Ul ~ W



12. HR acting as a strategic partner.
Table 1.10 shows a comparison among PM, HRM and HCM.
Not all organisations are ripe to implement HCM. It works best where: !

 The organisation is a people-oriented business;

 The organisation is relatively large;

 The environment is not simple and stable;

* The organisation has investors or stakeholders who are interested in the
medium to longer term (or the management is resilient enough to
withstand pressure to sacrifice long-term growth for short-term needs);

9

Table 1.10 Comparison among HCM, PM and HRM
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Qutcomes of people
management

Assumptions about en-
vironment, organisations
and people manage-
ment

People management
activities

Succeeded IR but pre-
ceded HRM. Dates
roughly during 1960's

Predominantly emphasis
on mundane activities
such as employee hiring,
remunerating, training
and harmony

Value for money

Cause and effect, simple
and stable, people seen
as a cost/an expense,
behavioural psychology,
mbo, financial reward

Focused on service de-
livery, not project man-
agement

Succeeded PM and ruled
roost for a long period.
Gained worldwide recogni-
tion. Started during 1980s
and carried acceptance
even today

Treat human beings as
valued assets to be valued,
used and preserved

Added value

Dynamic systems, core-
competencies, strategy-fit,
people seen as assets/
resources, hard and soft
HRM, cognitive and human-
istic psychology, learning
organisations, employment
value proposition

Mumerous small and tactical
projects, projects often an-
nual events within service
delivery

Represents the lat-
est development but
yet to gain wide
acceptance in man-
agement and aca-
demic circles

Human resources
are not the com-
pany's property, are
owned by employ-
ees but given on
rent to companies

Created value

Complex process-
es, ‘edge of chaos’,
short-term, strategic
capability, people
seen as investors,
search for meaning

Strategic pro-
grammes, mission
critical, audacious

Measurement Efficiency of HR activi- Effectiveness of HR outputs Strategic, differenti-
ties, compliance against business plan ators, organisational
capability, potential
for transformation
Reporting Regulators Investors and stakeholders Board, managers
and employees
Source: Jon Ingham, Strategic Human Capital Management, Butterworth—

Heinemann, 2007, pp. 359-360.

* The organisation is focused on growth through differentiation rather than

cost leadership;

 The organisation is managed strategically, with a clear, high level
business strategy, ideally through use of a strategy map and business
scorecard, and effective leadership;

* Planning is bottom-up as well as top-down;




* The organisation acknowledges complexity and is based on networks
and relationships rather than structures and hierarchies;

» Managers take responsibility for people management;

* The culture is relatively sophisticated;

» The organisation uses technology effectively.

JOBS AND CAREERS IN HRM

HR positions in organisations can be divided into three categories—HR
specialist, HR manager, and HR head. In addition, there are numerous
support positions (e.g., clerical and programming).

HR specialist

The HR specialist jobs are usually the entry-level positions for an HRM
career. Included would be such roles as interviewer, compensation analyst,
benefits co-ordinator, job analyst, and trainer. In large firms, there may be
promotional opportunities within the specialised function. For example, a
new specialist may begin as an interviewer, move up to co-ordinating campus
recruitment in a region, and progress to supervising all campus recruitment.

Alternatively, an entry level specialist may work in a consulting firm that
provides HR services. In this case, the specialist may do a little of everything.
For example, in any given day, the specialist might run an orientation
programme for new employees, interview applicants, develop information for
contract negotiations, or look for information on wage structures in other
firms in the area.

Pause and Ponder

As MD of a fast growing company, Srivastav is spending a lot of time on
people issues. Should he hire an HR manager?

HR Manager

The HR manager is a generalist who administers and co-ordinates



programmes cutting across functional areas. The HR manager is usually a
top-ranking person at a plant or facility and, as such, is expected to know
about all areas of HRM. This is because the HR manager has to oversee the
implementation of the HR policies at the facility and advise line managers on
HR issues.

Yet another role for the HR manager is to head a functional personnel
activity at the corporate level. Many large firms are organised into relatively
more autonomous divisions. Typically, such firms have functional specialists
at the corporate level who translate the firm’s corporate strategy into an HR
policy and transmit this policy to all the divisions. For example, the corporate
headquarters may have a manager of affirmative action engaged to develop a
comprehensive plan based on corporate objectives and commitments. The
manager would then co-ordinate with the divisional HR managers to make
sure that the plans at the local level are consistent with the corporate
objectives.?’

Head-HR

The top-level HR executive, usually the vice-president of an organisation, has
the responsibility of linking the firm’s corporate policy and strategy with
HRM. The HR head is also expected to feed inputs into the organisational
goals, especially if these goals affect or are affected by personnel activities. It
is important to consider HR opportunities and limitations in establishing
overall organisational directions.

HR Business Partner

HR professionals in the capacity of business partners do not generally go
with the decisions of the senior management, instead, engage with the
decision makers in serious discussion on how the organisation could
evolve/change to realise a set strategy. As business partners, HR
professionals should not align with the management, but garner support for
appropriate human resources to realise goals. By constantly challenging
status quo, HR professionals earn respect from all stakeholders. He or she
should focus on the following areas:
Evolve an organisational culture that helps convert a strategy into action.



Learn to diagnose organisational ills, if any, by asking searching questions
and generating apt alternative practices.
Identify and prioritise the initiatives and ensure their implementation.

HR shared services Expert

The human resource shared services centre (HRSSC) professional is a
process expert and is able to leverage operational knowledge to optimise HR
transactional activities. The centre delivers operational HR efficiencies to the
needy departments or functions. The centre is generally attached to
headquarters and any required services are delivered electronically to any
location. Status and size of HRSSC depend on the organisation. The centre
operates a helpdesk system with well defined service level agreements
(SLAS) ready on hand to answer queries and handle complaints.

As new businesses have been emerging, new jobs in HR are being created.
Some of the job titles, now in practice, are high sounding and are highly
focused. A sample of new titles is worth recording here. We have, for
example, Asst. Manager-Compensation & Benefits (Mastek), HR-MIS
Executive (CMS Computers), HR Manager — Talent Management (Sum Total
Systems India), IT Recruiter (Shakti Info Solutions (P) Ltd), HR Coordinator
(Sun Micro Systems), Staffing leader (Honeywell), Assessment Specialist
(WIPRO), Recruitment Head/Manager (Syntel Inc), Executive Vice President
— Human Resources (Kotak Mahindra Bank), Relocation Management
Services Analyst (Accenture) and Human Resources Business Partner
(Microsoft).

Pause and Ponder

HR is not really a specialised function, it can be managed by anyone with
an academic degree to his or her name. Do you agree?

WHY STUDY HRM?

Towards the end of this chapter, we pose a pertinent question and answer it
too. The catechize is why study HRM ? Response to the question is in the



lines that follow.

As we stated in the beginning of this chapter, taking a look at people is a
rewarding experience. It is the people who possess skills, abilities and
aptitudes that offer competitive advantage to a firm. It is only human resource
that is capable of deciding, implementing and controlling activities. No
computer can substitute human brain, no machines can run without human
interventions and no organisation has mandate to exist if it cannot serve
people’s needs. HRM is a study about people in organisations— how they are
hired, trained, compensated, motivated and maintained.

A factory is built not by god, but by human beings. It is people who build
factories, structure organisations and manage them successfully. How an idea
is conceived by an entrepreneur, how building is constructed and machinery
installed, how needed inputs are marshalled and put to use, and how goods
and services are produced, is a saga which is no less thrilling and exciting
than a general leading army to victory in a war, an invention made by a
scientist or a remedy discovered to cure AIDS disease. HRM, as stated above,
offers a comprehensive picture about the people in organisations.

The rapid growth of globalisation has increased the number and
significance of MNCs which in turn increased the mobility of people.
Working for MNCs is a challenging task as the last chapter in this book tells.
A typical management student is likely to take up a job in an MNC after
completing his/ her degree. A prior knowledge about HRM, particularly
international HRM, keeps him/her prepared for the challenges lying ahead.

One should stretch beyond formal organisations to appreciate the
invisible, but wvaluable role played by the HRM. By stressing on
competencies, commitment, performance, rewards, ethical behaviour and
positive attitudes, HR professionals are able to convert average employees
into better and to the best citizens. Societies will be well off if all citizens are
trained and groomed in organisations known for corporate citizenship.
Citizens will become less corrupt and more productive if they can undergo
apprenticeship in organisations like TCS, Infosys, WIPRO and the like.

SUMMARY

People lend competitive advantage to a firm.
Human Resource Management (HRM) is a management function that



helps managers plan, recruit, select, train, develop, remunerate and maintain
members for an organisation. HRM is the latest nomenclature used to denote
personnel management (PM).

HRM has four objectives, namely (i) societal, (ii) organisational, (iii)
functional, and (iv) personal.

Two issues arise when one talks about the organisation of HR function—
(i) status of the HR department in the overall set-up, and (ii) composition of
the department itself. Both depend upon the scale of operations and attitude
of top management towards HRM. Outsourcing will have negative impact on
HR department.

Four models of HRM seek to provide theoretical framework for the study
of HRM.

Several paradoxes exist in the field of HRM. Paradoxes notwithstanding,
HRM has definite role to play.

An organisation must have set policies, definite procedures and well-
defined principles relating to its personnel. These contribute to the
effectiveness, continuity and stability of the organisation.

Ever since its inception in the 4th century BC (much earlier in other
countries), the HRM functions have gone a long way and have assumed a
professional status today.

HRM may be replaced by HCM in course of time. Several initiatives are
required to build human capital. Not all organisations are ripe for HCM.

HRM offers several career opportunities to the aspirants.

KEY TERMS

Competitive advantage

HR models

HR paradoxes

HR policies

HR procedures

Human resource management
Human resource development
HR principles

Human capital management
Industrial relations



REVIEW QUESTIONS

1. Define HRM. Trace its evolution.

2. What is HRM? What are its functions and objectives?

3. Outline the policies and principles of HRM.

4. Explain the HRM models. Which according to you is the most
comprehensive?

5. Bring out the paradoxes in HRM.

DISCUSSION QUESTIONS

1. Draw a suitable organisational structure for a business unit with a
turnover of (i) 50 crore, (ii) 200 crore, and (iii) ¥1000 crore. Also,
sketch the HRM department for each.

2. “HRM policies and principles contribute to the effectiveness, continuity
and stability of the organisation.” Give your viewpoint.

3. “HRM is full of paradoxes. The field is high on rhetoric and low in
content.” Comment.

4. Place yourself in the role of an HR manager. How would you reverse
the trend observed in the above question?

COMPREHENSIVE CASE

Vybhav is a large 23-year-old Indian MINC with presence in 13 countries and
a global workforce of 26,000. As a diversified corporation, Vybhav operates
in four distinct industry verticals: telecommunication software technology
products, consumer retail, consumer electronics and telecommunication
services. The organisation structure evolved over the years, including three
formal restructuring exercises in the last 10 years. Till ten years ago, the four
business verticals operated as independent units with their own business
strategies, and completely decentralised operations with hardly any cross-
division interactions. The founders of Vybhav ran the businesses like any
other traditional family business and ten years ago decided to hand over the
management of the Vybhav corporation to a team of professionals. Thus was
born the Vybhav Corporate Function, headquartered out of Mumbai and



entrusted with driving a common vision-mission across Vybhav Divisions.

One of the first tasks of the new CEO, Ravinder G, was to build the
corporate team with skills as diverse as the company’s businesses. The
agenda he set for himself was to hire his core team of VP’s who would
partner with him to build the corporate strategy for Vybhav. Ravinder set out
two clear objectives for himself for the next six months: (1) To hire and build
the corporate team of VP’s, and (2) To understand the four business verticals
and the unifying strategies that would bind them to a common vision.

Ravinder prioritised filling the VP-HR position first. Having a VP-HR
would make it easier for him to hire the rest of the top management team.
Three months later, Renny Joseph was hired as the VP-HR. Together they
spent time understanding the business, the strategy for future growth and
success of Vybhav as a single entity.

For Renny, the HR challenges came in the form of each division having
its own HR team with a GM/Director-HR and team sizes of 12 to 20 below
them. Each had independent HR philosophy and policies that guided the
organisation in line with the prevalent industry practices. The focus for
Renny was to first understand each of the businesses and document the
social, organisational and functional objectives of the HR teams.

Over a period of 12 months and with deliberate and often mandatory HR
team meetings and offsite training and events, Renny was able to get the
teams to accept and absorb best practices across divisions and the seed for
one Vybhav entity thinking was sown. One of the first challenges for Renny
was to handpick the HR corporate team with a good mix of internal and
external talent. Having the internal HR talent provided the related knowledge
base on existing HR practices and the justification for them. The external
talent brought with it the best HR practices in similar MNC conglomerates.
The structure that first evolved as version 1.0 of the HR team was as shown
in the figure given as follows.
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EXERCISE

Break out in groups of two. Each pair needs to identify and adopt an existing
company that has a reasonably well structured corporate website. Have a
registration process whereby there is no redundancy. Look for recent new
articles and write about the company on the net/in the print media, to get an
understanding of the company’s business, goals and objectives.
Now try and answer the following questions:
1. How is the company structured and how is the HR team in this
company structured?
2. Why do you think the HR team is structured this way?
3. Speculate possible challenges that the HR team in this business is
confronted with on the talent front.
The faculty assesses the research work to identify the top 8—10 teams. The
teams make a presentation to the class.

Closing Case-1 Enterprise Builds on People

When most people think of car-rental firms, the names of Hertz and Avis
usually come to mind. But in the last few years, Enterprise Rent-A-Car has
overtaken both of these industry giants, and today it stands as both the
largest and the most profitable business in the car-rental industry. In 2001,
for instance, the firm had sales in excess of $6.3 billion and employed over
50,000 people.

Jack Taylor started Enterprise in St. Louis in 1957. Taylor had a unique



strategy in mind for Enterprise, and that strategy played a key role in the
firm’s initial success. Most car-rental firms like Hertz and Avis base most
of their locations in or near airports, train stations, and other transportation
hubs. These firms see their customers as business travellers and people
who fly for vacation and then need transportation at the end of their flight.
But Enterprise went after a different customer. It sought to rent cars to
individuals whose own cars are being repaired or who are taking a driving
vacation.

The firm got its start by working with insurance companies. A standard
feature in many automobile insurance policies is the provision of a rental
car when one’s personal car has been in an accident or has been stolen.
Firms like Hertz and Avis charge relatively high daily rates because their
customers need the convenience of being near an airport and/or they are
having their expenses paid by their employer. These rates are often higher
than insurance companies are willing to pay, so customers who use these
firms end up paying part of the rental bills themselves. In addition, their
locations are also often inconvenient for people seeking a replacement car
while theirs is in the shop.

But Enterprise located stores in downtown and suburban areas, where
local residents actually live. The firm also provides local pickup and
delivery service in most areas. It also negotiates exclusive contract
arrangements with local insurance agents. They get the agent’s referral
business while guaranteeing lower rates that are more in line with what
insurance covers.

In recent years, Enterprise has started to expand its market base by
pursuing a two-pronged growth strategy. First, the firm has started opening
airport locations to compete with Hertz and Avis more directly. But their
target is still the occasional renter rather than the frequent business
traveller. Second, the firm also began to expand into international markets
and today has rental offices in the United Kingdom, Ireland, and Germany.

Another key to Enterprise’s success has been its human resource
strategy. The firm carefully targets a certain kind of individual to hire; its
preferred new employee is a college graduate from the bottom half of the
graduating class, and preferably one who was an athlete or who was
otherwise actively involved in campus social activities. The rationale for
this unusual academic standard is actually quite simple. Enterprise



managers do not believe that especially high levels of achievements are
necessary to perform well in the car-rental industry, but having a college
degree nevertheless demonstrates intelligence and motivation. In addition,
since interpersonal relations are important to its business, Enterprise wants
people who were social directors or high-ranking officers of social
organisations such as fraternities or sororities. Athletes are also desirable
because of their competitiveness.

Once hired, new employees at Enterprise are often shocked at the
performance expectations placed on them by the firm. They generally work
long, grueling hours for relatively low pay. And all Enterprise managers
are expected to jump in and help wash or vacuum cars when a rental
agency gets backed up. All Enterprise managers must wear coordinated
dress shirts and ties and can have facial hair only when “medically
necessary”. And women must wear skirts no shorter than two inches above
their knees or creased pants.

So what are the incentives for working at Enterprise? For one thing, it’s
an unfortunate fact of life that college graduates with low grades often
struggle to find work. Thus, a job at Enterprise is still better than no job at
all. The firm does not hire outsiders—every position is filled by promoting
someone already inside the company. Thus, Enterprise employees know
that if they work hard and do their best, they may very well succeed in

moving higher up the corporate ladder at a growing and successful firm.?!

Questions

1. Would Enterprise’s approach to human resource management work
in other industries?

2. Does Enterprise face any risks from its human resource strategy?

3. Would you want to work for Enterprise? Why or why not?

Closing Case-2 Conceptualise and Get Sacked

HSS Ltd. is a leader in high-end textiles having headquarters in Bangalore.
The company records a turnover of ¥1,000 cr. plus a year. A year back,
HSS set up a unit at Hassan (250 km away from Bangalore) to spin home



textiles. The firm hired Maniyam as GM-HR and asked him to
operationalise the Hassan unit.

Maniyam has a vision. Being a firm believer in affirmative actions, he
plans to reach out to the rural areas and tap the potentials of teenaged girls
with plus two educational background. Having completed their 12th
standard, these girls are sitting at homes, idling their time, watching TV
serials endlessly and probably dreaming abut their marriages. Junior
colleges are located in their respective villages and it is easy for these girls
to get enrolled in them. But degree colleges are not nearby. The nearest
degree college is minimum 10 km and no parents dare send their daughters
on such long distances and that too for obtaining degrees, which would not
guarantee them jobs but could make searching for suitable boys highly
difficult.

These are the girls to whom Maniyam wants to reach out. How to go
about hiring 1500 people from a large number who can be hired? And
Karnataka is a big state with 27 districts. The GM-HR studies the
geography of all the 27 districts and zeroes in on nine of them known for
backwardness and industriousness.

Maniyam then thinks of the principals of Junior Colleges in all the nine
districts as contact persons to identify potential candidates. This route is
sure to ensure desirability and authenticity of the candidates. The girls are
raw hands. Except the little educational background, they know nothing
else. They need to be trained. Maniyam plans to set up a training centre at
Hassan with hostel facilities for new hires. He even hires Anil, an MBA
from UK, to head the training centre.

All is set. It is a bright day in October 2006. MD and the newly hired
VP-HR came to Hassan from Bangalore. 50 principals from different parts
of the nine districts also came on invitation from Maniyam and Anil.
Discussions, involving all, go on upto 2 PM. At that time, MD and VP-HR
ask Maniyam to meet them at the guest house to discuss some confidential
matter.

In this meeting, Maniyam is told that his style of functioning does not
jell with the culture of HSS. He gets the shock of his life. He responds on
expected lines by submitting his papers.

Back in his room, Maniyam wonders what has gone wrong. Probably,
the VP-HR being the same age as he is, is feeling jealous and insecure



since the MD has all appreciation for the concept and the way things are
happening. Maniyam does not have regrets. On the contrary he is happy
that his concept is being followed though he has been sacked. After all,
HSS has already hired 500 girls. With ¥3,000 plus a month each, these
girls and their parents now find it easy to find suitable boys.

Questions

1. What made the MD change his mind and go against Maniyam? What
role might the VP-HR have played in the episode?
2. If you were Maniyam, what would you do?
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Chapter 2
Context of

Human Resource Management

Learning Objectives

After reading this chapter you should be able to:

* identify the environmental factors that have a bearing on HRM
* describe each environmental factor and its impact on HR functions

Opening Vignettes

DRAMATIS PERSONAE
1. The Relentless Politician

Netaji is a young and ambitious college dropout who has made a name for
himself in his state—one of the BIMARU States—in the past 7-8 years
through a variety of actions, fair and foul. At the moment he is an ex-MLA,
having come pretty close to being made a Minister in the previous
government in which his party was a coalition partner. Though he suffered an
ignominious defeat in the last Assembly elections, nothing has changed his
style of functioning. This style is what he has picked up from his colleagues
and comrades in his party as well as what is being generally practised by
politicians of all parties at all levels—starting from district and village levels
to state administration. This style enables him to ignore all inconvenient or
incontrovertible facts so that he can, with a single-minded dedication, pursue
his immediate objective whatever it may be. It is his belief that this is the
only style which is effective in his state and has permitted him to “do good”



for his constituency and the people.
2. The Insipid Babu

Babu is a 55-year-old IIT post graduate with 30 years of industry-wide
experience in hi-tech, sophisticated design and construction of complex
engineering infrastructure. For the last 10 years he has been working in a
CPSU which has its headquarters at Delhi. He is the regional chief covering
an area that accounts for 40% of the total turnover of his company. He
controls about 55% of the manpower of the company and has made several
proposals in the past to enhance labour productivity in his region by
appropriate redeployment of personnel both inside and outside his region. No
one has opposed him on any ground of principle or policy, but yet he
continues to be saddled with a large underemployed workforce. He has been
told that there is an even chance of his being picked up for a Board level post
in the next 6-8 months. He has spent over four years in his present job and is
looking forward to either the promised promotion and shift to Delhi or a
posting to South, a move which has the wholehearted approval of his wife
and other family members since they happen to be South Indians.

3. The Suave CEO

This 45-year-old hot-shot from the private sector, with several successful
international projects to his credit, was picked up through a competitive and
transparent process by the Public Enterprises Selection Board (PESB) two
years back. He expects to be confirmed very shortly in his job as CEO—a
process which depends substantially on his minister’s appreciation of his
performance—after which he would have an unquestioned tenure as CEO. He
has a doctorate in engineering and a doctorate in management. Most people
in the company believe that it was his golden touch and leadership which
boosted the company’s performance to unusual levels, as he has a knack of
sorting out time consuming problems and providing acceptable solutions. He
attributes his success largely to the fact that he has a very clear and
professionally satisfying equation with his boss, the Minister, whose support
is an essential ingredient in the company’s prospects for growth and
expansion. He has certainly been lucky in that most major decisions which he



initiated proved profitable and those which did not have played little or no
role in the overall performance of the company. All time highs in profits,
dividends and new ventures have contributed to a general feel-good factor
across the company.

The Event

About six months ago the company had recruited 16 Field Engineers through
an open selection process advertised nationally. These probationers had been
put on various project sites all over the country except in Netaji’s state. This
exclusion of the state was on account of the emphatic stand by Babu that he
did not need any more staff and that he would not deploy probationers on any
meaningful jobs.

All probationers were required to go through an internal assessment
process before they could be confirmed in service. The offer of appointment
given to them had explicitly stated that their continuation in the company was
subject to their satisfactory performance in the internal assessment. The
assessment had been duly carried out and according to the reports received
from the respective assessing authorities, 15 out of the 16 probationers had
passed the internal assessment test. Confirmation orders for these 15 officers
were being readied in the Head Office by the personnel manager of the
company, and the termination notice was likewise on its way to the 16th
candidate. This candidate was the brother of Netaji who accosted the CEO in
his Delhi office on a Friday evening and demanded that:

* the 16th candidate should be declared to have passed his probation

successfully,

» the officer who failed the candidate in the internal assessment should be

punished, and

* the candidate should be posted to Netaji’s state.

With his tone, body language and general bearing, Netaji impressed the
CEO to the extent of extracting a promise that he would look into it and see
that no injustice was done to the candidate on account of any mischief on the
part of the assessing officer who had failed him. The CEO was, however,
careful in not reacting to the other demand that the candidate should be
posted to Netaji’s state. Before they parted, Netaji made it clear that he was
expecting a positive response and action by the next morning. He had



dropped several broad hints that he was quite busy in Delhi, meeting with
several VVIPs including the CEO’s minister. The CEO was aware of Netaji’s
proximity to at least some of the VVIPs mentioned.

Later that evening the CEO spoke to the assessing officer who had failed
the candidate. This officer was a senior regional chief about a 1000 km away
from Netaji’s state. From this phone call the CEO learnt that the candidate
was pretty poor in technical knowledge, competence and skills, very
indisciplined and disorganised at work and unbearable in inter-personal
relations. He was frequently dropping Netaji’s name and had shown himself
to be obnoxious, boorish and unfriendly to everybody. He had gone around
declaring, much before the internal assessment tests, that such tests had no
meaning for him and that he would get back to his home state as soon as the
probation period was over. The assessing officer finally confirmed that he
had indeed given a very objective test and assessed the candidate on merits
and found him unfit.

After this call, the CEO spoke to Babu and checked with him regarding
the current standing of Netaji in the state politics as well as in the areas of
concern to the company in view of its fairly well spread operations in the
State. Babu reconfirmed that Netaji was indeed a force to reckon with
politically and that he could cause disruptions in the company’s operations if
he set his mind to do so. He could do it indirectly through several
organisations and unions who would be too happy to jump at a chance since
the company was considered to be cash rich with a visible presence and
opportunities galore. In his assessment, Babu concluded, that no work could
be extracted from the brother of such a person if he was posted in the state.
On the contrary, he feared such a posting would provide one more node to
Netaji to operate from. He reaffirmed that there was absolutely no need to
add to the strength of field engineers in the state or even in his region. He
reminded the CEO that it was on his insistence that probationary field
engineers were not posted in his region.

Much later that night, the CEO received a call on his mobile with a
message that his minister wanted Netaji’s matter to be settled expeditiously
and as per rules. It appeared to the CEO that his minister was neither aware
nor interested in details of the case. He just wanted the matter not to linger
endlessly because there were bigger issues to be sorted out in the State which
would perhaps require Netaji’s participation in one way or the other.



Finally, before retiring for the day, the CEO called up his personnel
manager and asked him to come up next morning with the relevant company
rules and to hold up dispatch of the termination letter to the 16th candidate
for the time being.

The Follow-up

The CEO received two early morning calls the next day which, being a
Saturday, was an official holiday for the company. The first call was from
Babu who said that he had sent him an e-mail on the pros and cons of
acceding to Netaji’s demands. It was his hope, he said, that the final decision
in this matter would be taken keeping in view the contents of that
communication. The next call was from Netaji who wished to confirm that
things were happening as he wanted. The CEO told him to wait for the
company’s response.

When the CEO opened his mail he found the regional chief’s e-mail .The
note contained pros and cons of appointing candidate No. 16.

The CEO took a printout of the note and started for his office, to keep his

appointment with Netaji.

Context of HRM refers to the environment within which HR professionals
need to function. Environment may be understood as all those forces which
have their bearing on the functioning of the HR department. The forces are—
political-legal, economic, technological, cultural, unions, and professional
bodies. Then there are strategy and task, leadership, management and
organisational culture. Some of these are external to the firm and others are
internal (See Fig. 2.1). Before examining these forces, it is useful to
understand the utility of analysing the environment in which HR managers
need to work.

Analysis of the environment is useful for the HR manager and his/her
team in order to become proactive and not remain reactive to the
environment. Reactive strategy serves the purpose when the environment is
fairly stable and competition is less severe. Both of these have become things
of the past. Today’s business environment is characterised by change and
intense competition. Proactive steps are vital for any organisation if it has to



survive in such an environment.

External
(=TT

Fig. 2.1 HRM and its Environment

Environment of HRM comprises political-legal, economic,
technological, cultural (external), and conflict, unions, strategy, and
professional bodies (internal). Knowledge about the environment helps the
HR manager and his/her team to become proactive.

Pause and Ponder

Take a look at Fig. 2.1. Do you think that the figure reflects all
environmental factors? Any factor been left out? Any one (out of those
included) is non-contextual? Comment.




EXTERNAL FORCES

As was stated earlier, external forces include political-legal, economic,
technological, professional bodies and cultural factors, the influence of which
on HRM is considerable. Each of these external forces is examined in detail
here.

Political-Legal

The political environment (legal environment is implied) covers the impact of
political institutions on the HRM department. In a democratic political setup
(as opposed to a totalitarian system), there are three institutions which
together constitute the total political environment. They are—(i) the
legislature, (ii) the executive, and (iii) the judiciary.

The legislature, also called Parliament at the central level and Assembly
at the state level, is the law-making body. The plethora of labour acts which
are in force are enacted by the legislature. The executive, popularly known as
the government, is the law-implementing body. The legislature decides and
the executive acts. Above these two is the judiciary which has the role of a
watchdog. The main function of the judiciary is to ensure that both the
legislature and the executive work within the confines of the Constitution and
in public interest.

The interface between political environment and labour takes place
through an array of labour laws. As was pointed above, we have so many
enactments relating to labour that we have earned the sobriquet of being the
largest labour-legislated country in the world. Some of these relate to terms
and conditions of employment, some others relate to working conditions, a
few others over payment of wages, and others contain provisions relating to
industrial disputes. Then there is the Constitution which is the genesis of all
acts. A few articles of the Constitution are worth mentioning here. Article 14
guarantees equality before the law. Article 15 prohibits discrimination on
grounds of religion, race, caste, sex or place of birth. Article 16 guarantees
equality of opportunity in matter of public employment. Article 23 prohibits
forced labour. Article 24 prohibits employment of children in factories, mines
and in other hazardous jobs. Article 38(d) guarantees equal pay for equal
work both for men and women. Article 38(e) stipulates the health and



strength of workers, for both men and women. It pledges that the tender aged
children are not abused and that citizens are not forced by economic necessity
to enter vocations not suited to their age or strength. Article 42 provides for
just and humane conditions of work, and maternity leave for women. Living
wages for workers are guaranteed by Article 43, while Article 43(a) provides
for participation of workers in the management of industries. Overriding all
these provisions is the protective discrimination clause which stipulates the
need for reservation of jobs for weaker sections of the society.

What do all these provisions signify for HRM?

All HR activities are affected in one way or the other by them. To be
specific, HR planning, recruitment and selection, placement, training and
development, remuneration, employee relations, and separation are
conditioned by Constitutional provisions. Constitutional provisions mandate
affirmative actions which are desirable. But, often extraconstitutional powers
put brakes on the way employees are hired or promoted as the opening case
reveals.

Executive Government’s role is considerable in HR activities. Where
legislature only decides, it is the executive which should implement. As the
implementer, government is in close contact with the organisations.
Governments all over the world can create enabling environments for
economies to grow and a robust economy generates more jobs. This claim is
exemplified by India and China, particularly the former. By opening up of the
economy in 1991, the Government of India threw open the gates to FDI,
created level playing fields and provided right environment for businesses to
grow. The growth of economy in the last two decades is there before us.
Contrary to the popular perception that the Government ceases to
intervene once the economy is liberalised, the role of the Government is felt
more now than ever before. We do not expect the executive to provide jobs,
but play the supporting role. One supportive role relates to the supply of
skilled labour. Growing economy needs more skilled labour and in a robust
economy there will be always skill-gap. Demand for competent human
resource exceeds its supply. It is the executive which needs to fill the skill-
gap. The Government of India has initiated several measures and established
many institutions to train labour in the country. Most ambitious among the
institutions is the National Skill Development Corporation. The Government



has provided seed capital for an industry-led programme to train 150 million
workers by 2022, the 75" anniversary of the country’s Independence,
focusing on the 20 economic sectors in which it expects high growth.

The programme to be overseen by the National Skill Development
Corporation (NSDC), will be designed and run by the private sector, which
will be free to decide how to spend the money.

Post 2008 recession, there has been high rate of unemployment across the
globe, particularly in Europe and America. Young people have been the
biggest victims of this crisis as Table 2.1 shows.

Table 2.1 Youth Unemployment (Aged 15-24)

Per cent
2007 2010
South Africa 45.5 50.5
Spain 18.2 41.7
Ireland 89 27.8
Italy 204 27.8
France 19.6 23.3
Eritain 14.3 19.6
United States 10.8 18.4
Brazil 21.2 16.1
Germany 11.1 10.1
Japan 7.7 9.3

(Source: Adapted from, The Economist, dated Sept 10, 2011)

Large numbers of youth remaining job-less pose social and political
problems. No doubt, European countries offer unemployment allowances, but
youth aged between 15-24 do not relish the idea of living on doles. The Arab
Spring that brought down the Governments of Tunisia and Egypt was
triggered in part by the lack of decent work for young people. Terrorism,
fundamentalism, kidnapping, drug addiction, rape and murderers occupy
spaces available in idle brains of youth. Even in booming China and India,
policy makers worry about how to ensure enough decent jobs for young
people and graduates.

Bailouts, subsidies and allowances are not the useful remedies.



Governments must play constructive role in accelerating growth by managing
macro and micro sectors effectively. Innovation and entrepreneurship are the
two areas which need greater thrust from policy makers around the globe.

Economic

Economic environment refers to all those economic forces which have a
bearing on the HR function. Economic growth, industrial production,
agriculture, population, national and per capita income, money and capital
markets, suppliers, competitors, customers, and industrial labour are the
components of the economic environment. The last four are highly relevant
to HR activities. Another component of economic environment is
globalisation. Hence, a brief description of each follows.

Suppliers For the HR department, suppliers are those who provide human
resources to an organisation. Employment exchanges, universities, colleges,
training institutes, consulting firms, casual-labour contractors, competitors,
and the like are the sources that supply human resources. The type of
employees the organisation receives depends on the suppliers.

Competitors Competition plays a significant role in some of the HR
functions and activities. As the number of organisations competing for human
resources increases, so does the importance of the staffing function and its
appraisal and compensation activities. If several companies make job offers
to one individual, the organisation with more attractive terms and conditions
will win. When employees with particulars skills are hard to obtain, the
organisation may need to groom its own employees through well-managed
HR planning programmes co-ordinated with training and development
activities.

Customers Customers have their own influence on a company’s personnel
functions. It needs no mention that customers want high-quality products at
reasonable prices. So everybody in the organisation must endeavour to offer
products which give satisfaction for the money customers pay. Sales are often
affected by product quality which is directly related to the skills and
qualifications of the organisation’s employees.



Bosch, India has 12 quality principles. The fifth and sixth principles are
worth quoting here. They are illustrative of customers’ influence on
personnel.

The fifth principle—‘Our customers are final judges of our quality’.

The sixth principle—‘Each and every employee in the company
contributes towards achieving our quality goods. It is therefore the
responsibility of every employee—from apprentice to the member of the
Board—to ensure that their work is of the highest standard. Anyone who
identifies quality, but does not have the authority to remedy it himself, must
report it immediately to his superior’.

EconomicGrowth Whether a country is economically developed or not
affects the quality of labour. Quality of labour in any country depends to a
large extent on education and health available for its citizens. In advanced
countries people and governments spend more on education and health; with
greater wealth and education better quality labour is assured, which in turn
ensures higher productivity. The inverse is likely to happen in low income
countries which spend less on education and health. Uneducated citizens with
poor health cannot contribute to productivity. Realising the relationship
among health, education, quality labour and productivity, development
policies tend to focus on these variables simultaneously.

Labour One factor that impacts the HR practices most is labour, also called
workforce or human resource. Every activity of HRM is customised to suit
labour’s requirements.

Across the globe, the number of workers stood at 3.1 billion in 2011
compared to 2.3 billion in 1991. The emerging countries have alone added
900 million to the increase, of which 400 million live in India and China.
Table 2.2 gives the biggest employers.

Table 2.2 Biggest Employers (2010)

Employers Millions
US Department of 3.2
Defence

Chinese Army 2.3




WalMart 2.1
McDonald’s 1.7
China National 1.7
Petroleum Corp.

State Grid Corp of 1.6
China

National Health 1.4
Services (England)

Indian Railways 1.4
China Post Group 0.9

(Source: Adapted from, The Economist, Sept 10, 2011)

Pause and Ponder

Recommendations from politicians and corporates can no longer help to
secure jobs. This is true both in public sector as well as private sector.
Why?

Certain observations about labour in general are worth stating here.

1. More number of people are migrating from agriculture to non-farm
occupations. This has resulted in large-scale urbanisation with attendant
consequences. Being employed in trade and industries, people are well-
off, with increased productivity and better earnings. Decades back,
industrial jobs were an option. Moorings of the people were in villages
and their soul was in agriculture. Not any more.

2. Jobs have become highly intellectual. An incumbent now needs to be
skilled and that too multiskilled. The typical ‘Hammering man’ with
high bran power, who was held in awe, is found nowhere around in the
shop floors today. In his place is the man with brain power who
commands premium. Soil-scratching, cloth-soiling and face-oiling jobs
have disappeared. Factory floors today often seem deserted, where as
the office blocks nearby are full of designers, IT professionals,
accountants, logistic experts, marketing staff, customer-relations




managers, cooks and cleaners, all of whom in various ways contribute
to the factory. What do all these portend? Organisations need to spend
vast sums on training employees. There is the constant worry that
knowledgeable people tend to look for greener pastures elsewhere.
Organisations need to walk the extra mile to retain such employees.

3. There has been a total metamorphosis in the attitude of employees and
their leaders. Earlier, the attitudes were anti-management and anti-
change and growth. Even trivial issues like cockroaches in sambar,
weight of the bread being 10 gms less than the standard and the like
triggered protests and strikes. Days when a union leader felt proud of
the fact that he travelled to Delhi in the same plane as his CEO and also
smoked in his presence, have gone by.

Instead, union leaders now talk about TQM, competitiveness,
profitability, productivity and the like. Probably, nowhere else the
changed attitude of workers was so well orchestrated than the
Government of India’s sale of sick public sector units. The union leaders
of all hues and political parties in tandem supported the Government in
its bid to privatise sick units. Privatisation, infact, benefitted employees.
Privatised companies did not retrench a single employee.

4. There has been considerable contractisation and temporisation of
workforce in the organised sector. Nearly 40 per cent of Maruti’s
workforce is temporary. Temporary and contract workers are paid less
than that of the regulars, are not entitled to any retirement benefits and
their jobs are never secured. It becomes cheaper for companies to have
contract and temporary workers, but the consequences may prove to be
disastrous as it has happened in the Manesar plant of Maruti. Sudden
violence in the plant on 18™ July 2012 resulted in the death of GM-HR,
injury to nearly 100 workers and consequent lockout of the factory.
Wage disparities and not so fair treatment make a large section of
workforce nurse grievances and the simmering discontent erupts into
open once someone ignites the fire.

Attempts to improve the lot of contract and temporary workers have
not been effective. For example, Supreme Court delivered more than 50
judgements on contract labour. Conditions have not improved.

5. The economic and social status of today’s workers has vastly improved.



Industrial employment is no longer the undesirable alternative left for
those driven out from their villages. Improved skill contents of the jobs,
matching educational and training inputs and increased emoluments
have made industrial employment the first attraction on young job
seekers. Industrial employment is now not restricted only to the socially
backward castes. The dynamic changes in the industrial sphere have, as
the National Commission on labour has observed, brought about a’
social amalgam’. The status of a worker has enhanced as a result of the
readjustment in the value system in favour of factory employment
which, in turn, the aggregate effect of his/her improved skills, and
his/her enlarge pay packet. The stigma attached to factory employment
has disappeared.

A new social problem is emerging however. Just as there are income
inequalities between rich and poor and between rich and poor countries,
there are disparities in earnings of employees. Executives, investment
bankers and software engineers — are paid huge salaries, but vast
majority of people are either unemployed or underemployed and who
are perenially worried about the next meal.

6. There is the growth of trade unionism. Industrial labour is organised
today, primarily to protect and promote its own economic interests.
Industrial workers in the early days, being mostly ignorant and
illiterate, were led by outside sympathisers and their organisations had
close links with political parties. These legacies have proved to be
serious hurdles in the path of building up strong trade unions. Trade
unions are multiple in number and weak in strength. It is agreed that
strong trade unions are an essential prerequisite for the success of
collective bargaining. In the absence of strong trade unions, the
government increasingly intervenes in the sphere of IR, thereby leaving
the trade unions weak and reducing bilateral relations to a mere
formality. There has been in the field of IR in our country, a perennial
controversy between the voluntary approach based on collective
bargaining and the legal approach, providing for considerable state
intervention for want of a collective/single bargaining agent. However,
the industrial worker today is better organised than before. With higher
levels of education, the workers have become more conscious and vocal
regarding their rights. As the leadership is gradually coming from



within, a tendency towards forming independent trade unions is
growing.

7. Unions can make their presence felt in a big way. They are likely to
make aircraft firms insecure because of concerns about sabotage. Pilots
of Government airline in India are holding travelling public to ransom.
It was in 1974 that the Indian Railways had paralysed the country when
its employees went on a strike (Railways have not seen a major
disruption in service since then). Workers and their unions represent
only a small fraction in a society. In a population of more than one
billion in India, for example, workers number about 459 million, of
whom only 10 per cent are employed in the organised sector. Of these
only 9.1 per cent are unionised. Though small in numbers, the
potentiality of the organised workforce to disrupt public life is
considerable. Thus, in India and elsewhere, workers negate the very
principle of pluralism which demands that all sections of a society
should live in balance and harmony. Huge organisations like railways,
coal mines, postal services and banks may appear to be maintaining
cordial relations. There is a lull no doubt but under the veneer, storm is
brewing, as large number of workers is willing to unionise and wage
strikes.

8. Finally, the industrial labour is characterised by increasing diversity.
Workforce of any factory comprises people from different countries.
Within this diversity of national origins, there is an even wider diversity
of cultures, religions, languages and dialects, educational attainment,
skills, values, ages, races, genders, and other differentiating variables.

Organisations are becoming increasingly cosmopolitan. Days when

organisations were manned with Shettys, Reddys, Nairs, Raos, Mehtas or
Singhs, are over. A typical organisation is emerging as an amalgam of
diverse workforce in terms of gender, race and ethnicity. One can find a
Shastri rubbing shoulders with a Khan, both jostling with a Gowda, and all
shaking hands with a Singh. Then there are physically handicapped, gays and
lesbians, the elderly, and even people who are significantly overweight.

Though they work together, they maintain their distinct identities, diverse

cultural moorings and separate lifestyles. HR managers must learn to live
with these diverse behaviours. Diversity, if properly managed, can increase
creativity and innovation in organisations as well as improve decision making



by providing different perspectives on problems.

More specifically, diversity when built into organisations at different
levels, offers the following benefits:?

* Access to a changing market place

» Large scale business transformation

* Superior customer service

» Empowered workforce

* Total quality

* Alliances with suppliers and customers

* Continuous learning

Benefits of managing diversity effectively are being quantified as the
following examples demonstrate (read also Exhibit 2.1).

* Xerox plants using diverse work teams are now 30 per cent more
productive than conventional plants.

* Procter & Gamble achieves 30—40 per cent higher productivity at its 18
diverse team-based plants than at its non-diverse plants.

» Motorola beat its competition by producing the world’s most efficient
and high-quality cellular phones which are produced almost exclusively
by diverse work teams.

 Research has shown that organisations that proactively recruit, develop,
and leverage multinational leaders are in better positions in the global
marketplace.

OB It is One in all and all in One at Henkel

Henkel stands out as a contrast to the hegemonic attitude of Germans.
Henkel AG & Co. KGaA is a Fortune 500 company, headquartered at
Dusseldorf, Germany. With a total headcount of more than 50,000, the
German MNC has been active in the field of detergents and household
cleansers for over 100 years.

80 percent of the employees are non-Germans, hailing form as many as
110 countries. Henkel has operations in 125 countries across the globe.

Henkel India came into being in 1987. Being the first to receive



ISO/14000 certification in India, Henkel has renowned brands like Henko,
Pril & Fa, Margo, Neem Tooth Paste, Mr. White, Aramusk Tuhina, Chek,
Superchek, Limeshot, Regal and Brisk.

It is one in all and all in one in Henkel. Employees belong to both the
genders, different ages, nationalities and religions, but all are treated as one
in the company. The company believes in such principles as
internationality, family compatibility, women empowerment and talent
management. Henkel believes in and swears by diversity.

Women are given preferential treatment in the company. They constitute
as much as three percent of the total workforce. Proportion of women in
managerial positions has grown from 2.9 percent in 2003 to 25.5 percent in
2007. The company is keen on adding up to this percentage. It is involved
in various initiatives such as the ‘Generation CEO’ project and the creation
of global network of women. As of now, such networks are located in
Germany and USA.

Teams in Henkel are formed independent of age, nationality, and gender
of the employees. The MINC believes in having heterogeneous teams that
help pool and utilise different cultures and competencies.

The company has evolved two codes—Code of Conduct and Code of
Team Work and Leadership. These codes seek to promote diversity. The
company committed itself to diversity by signing the ‘Charata der vielfalt’
(Diversity Charter) in 2007. The Charter made the representatives of
German trade and industry publicly embraces the diversity concept. Federal
Chancellor Dr. Angela Markel is the patron of the ‘Charta’ initiative.

The German MNC has set up a separate wing called ‘Global Diversity
and Inclusion’ to promote heterogeneity. It has also established a ‘Diversity
Cockpit’ that reveals the mix of internationality, gender and age in their
operations worldwide.

In 2008, the company developed and implemented a global diversity
and inclusion strategy. While hiring people, Henkel ensures that the final
three candidates shortlisted reflected diversity in terms of age, gender and
nationality.

The company has exclusive Diversity Managers whose task is to
constitute the best teams and to evaluate the diversity activities. The main
task of the Diversity Manager is to generate awareness that diversity is an
advantage to the company and is an integral part of its social responsibility.



(Source: With inputs from Human Capital, April 2009, pp 16-18).

» KFC experienced phenomenal success when it introduced its kosher line
of chicken menus in Israel.

* GE Power Systems achieved 13 per cent productivity gains from cross-
functional and multicultural teams versus homogenous teams.

» Numerous empirical studies of work teams demonstrate that when tasks
are complex and not clearly defined, heterogeneous teams outperform
homogeneous teams. ‘Super teams’, those that were diverse in numerous
respects and selected because of their differences, outperformed those
that were homogeneous.3

* “Unlike other MNCs, diversity for us is a business imperative and not an
issue of legal compliance. We want HUL’s management to be
representative of our diverse customer base so that they understand the
needs of the customer better. If a manager understands the brand she is
handling, the learning curve is that much shorter. For instance, in
marketing, if the target audience is women, it is an advantage if a
woman is in charge of the brand,” says Prem Kawath, HR Manager,
HUL.*

A majority of HUL customers are women but till 2000 women
constituted only 5% of its management. Alarmed by this fact, the
company put in place a plan to aggressively hire more women. It looked
at companies like ICICI and IBM, which had a far better representation
of women in their workplaces. HUL started several initiatives like a six
month fully paid maternity leave as well as a 5-year sabbatical. It also
grants maternity leave in case of adoption. The results are beginning to
show. Today the number of women in HUL has gone up to 16 per cent.

» At IBM many women now have full time jobs working from home. Male
managers at IBM are sensitised not to schedule meetings after 6.30 pm.
IBM India now has 26% women in its work force.

» DuPont makes sure that for every job opening there is at least one
woman candidate in the short list.

» At Wipro, managing diversity means accommodating people of different
backgrounds and work experiences. Wipro has 1500 people of



nationalities as diverse as Portugal, Austria, Sweden and Finland in its
work force.”

The fact that mismanaging diversity shall result in dysfunctional
consequences should not be ignored. When not managed -effectively,
diversity tends to lead to higher turnover, heightened interpersonal conflict
and more difficult communication.

Impact of Globalisation Our economy is gradually getting integrated with
the global economy. Globalisation has considerable influence on HR
functions. Employee hiring, training, motivation, compensation and retaining
are to be guided by the global perspective. By discharging these and other
functions effectively and by helping the best-qualified people execute the
company’s strategy on a global scale, the department can become a source of
competitive advantage for the company.

As every advanced nation is increasingly becoming globalised, skills and
cumulative learning of its workforce become its competitive assets. All
developed countries can design, produce, and distribute goods and services
with ease and speed. Every factor of production, other than workforce skills,
can be duplicated anywhere in the world. Capital moves freely across
national boundaries, seeking the lowest costs. State-of-the-art factories can be
erected anywhere. The latest technologies move from computers in one
country, upto satellites parked in space, and back down to computers in
another nation—all at the speed of electronic impulses. It is all fungible—
capital, technology, raw materials, information—all except for one thing, the
most critical one, the element that is unique about a nation— its workforce.

A workforce that is knowledgeable and skilled at doing complex things
keeps a company competitive and attracts foreign investment.®

The benefits between globalisation and workers are mutual. In fact, the
relationship forms a virtuous circle—well-trained workers attract MNCs,
which invest and offer workers good jobs; the good jobs in turn, generate
additional training and experience.

Globalisation has implications on the way HR activities are being
organised as Chapter 26 shows.

Technology



J.K. Galbraith defines technology as a systematic application of organised
knowledge to practical tasks. During the last 150 years, technology has
developed beyond anybody’s comprehension. Science and technology
(former refers to pure knowledge and the latter to application of knowledge
for practical purposes), enabled man to overcome distances; control birth
rate; save lives; generate, preserve and distribute energy; discover new
materials to substitute existing ones; introduce machines to do the work for
humans; substitute mental work with computers; unravel the mysteries of the
seas and the space; and provide himself with a lot of leisure and comfort in
the process.”

How does technology affect HR functions? Skill building in employees is
of considerable significance. When technology changes and new technology
is being adopted, employees need to be trained in the ways of handling
operations and machines. There has been no time in the past where
upgradation of technical skills was more important than it is today. Gone are
the days when employees use the same skills and equipment to perform their
jobs for decades at a time.

For employees who are trained in new skills, opportunities are aplenty.
The last decade had thrown open numerous job opportunities for people
trained in information technology.

Job holders become highly professional and knowledgeable. An
organisation which has adopted the latest technology is flush with engineers,
IT professionals, MBA’s, college graduates and highly skilled employees.

Though such an organisation can boast of a progressive and modern
outlook of its personnel, the problems faced are serious, to say the least.
Motivating such employees, for instance, is a difficult job. Such mundane
incentives as attractive remuneration, job security and just treatment hardly
inspire the enlightened employees to work more or harder. They are, instead,
motivated by opportunities which offer challenges, achievement and growth.
Further, retaining such employees for long is a difficult job. Being
cosmopolitan in their outlook, these professionalised employees are known
for organisational rootlessness and job hopping. The company has to make
several allowances to discourage rootlessness. Regular attendance and
punctuality have to be relaxed; dual promotion ladders have to be established
so that distinguished technical people can rise in their ranks; profit sharing to



be provided to give creative persons a financial stake in the ideas they create;
participation in professional get-togethers needs to be sponsored; writing of
professional articles must be encouraged; foreign jaunts need to be allowed;
and ‘moonlighting’ has to be tolerated. Another problem relates to, what
Galbraith calls, ‘technostructure’ which is a composition of scientists and
technicians in an organisation. The technostructure tries to control the
organisation by influencing the management’s decision making. While there
may be nothing wrong in making decisions prompted by the technostructure,
the problem lies in the social effect that is involved. People constituting the
technostructure are experts, no doubt. But they are more action-oriented and
are yet to learn social problems arising out of business decisions. The
management is, therefore, in a tight position trying to balance the ruffled
feelings of technocrats and the social consequences of business decisions.

More specifically, the main use of technology in HRM is an
organisation’s human resource information system (HRIS). An HRIS is a
computerised information package that provides management with increasing
capacity to record, store, manipulate and communicate information widely,
with access to many users. Some organisations store their data in a
mainframe linked to personal computers; others use a decentralised network
system with smaller computers at work stations in various functional areas.
(For more details on HRIS, refer to Chapter 4 on Human Resource Planning).

Technological change has resulted in hierarchical distinctions being
blurred and more collaborative teams work where managers, technicians and
analysts work together on projects. Similarly, technology has created more
flexible, dynamic organisation structures that facilitate change and adaptation
to variations in the external environment. These alternative structures take the
form of unbundled corporations, autonomous subsidiaries or smaller,
streamlined units designed to be more responsive to changing customer needs
and competitive pressures.?

Technology has also facilitated the relocation of work from the office to
the home. Telecommuting programmes offer attractive and significant
benefits for both employers and employees. They also make it more viable
for employees to live farther away from cities and allow employers to
broaden their applicant pools.”

Likewise, technology also makes it viable for organisations to locate away



from cities in more suburban and even rural areas where rent, wages and
other costs of doing business are relatively less.

That technology facilitates employees work from home, has negative side
also. A typical workaholic will now have access to work 24 hours a day.
There are always individuals who are not good at balancing work and daily
life. When people are able to work all the time, some workers will abuse the
situation and suffer from burnout.

The Internet has revolutionised one’s ability to access technology. Many
firms use company-specific ‘intranets’, to establish home pages that allow
employees to read current job postings and even apply for the positions on-
line. Equipped with only a PC and a modem, managers can take advantage of
on-line services designed especially for HR departments. Chapter 27 in this
book deals exclusively with e-HR.

With constant advances in technology and work processes, firms are under
intense competitive pressure to implement more efficient means of
operations. However, the financial considerations of whether to adopt a new
technology must be balanced with a number of HR strategic issues as shown
in Fig. 2.2. The box on the left side contains strategic business issues. HR
strategic issues are shown in the box on the right side. Obviously,
technological initiatives need to be balanced from a holistic perspective that

transcends the sole consideration of economic costs.1?

Consideration of adopting
a new technology

Strategic issues l Strategic HR issues
« Impact on productivity « Impact on productivity
« Impact on qualty of output = Necessary expansion/
» Impact on training/delivery contraction of workforce
of output « Training needed to utilise
« Cost of equipment/ ...—,_! new technology
technology | » Costs for hiring, severance,
« Adequacy of current facility training
« New market opportunities « Effective management of
afforded change
» Impact on work group
dynamics

Fig. 2.2 HR Issues for Integrating New Technologies



Source: Jeffrey A. Mello, Strategic Human Resource Management, p. 39)

Following are the additional ways of describing the impact of technology
on HRM:
» Creating and sharing of knowledge, leading to greater levels of
intellectual integration.
* Reduction in the costs of HR services and facilitation of HR practitioners
to focus more on strategic and change management concerns

walk BREIS

* Be the ears and eyes of the * Be seen as the one who always
organisation while scanning the carries negative views and ne
environment about others

 Keep the organisation informed * Forget to know and remember
of competitor’s information names of clients and customers
obtained through interactions * Be caught off-ground on
with recruiters, job seekers, technological trends sweeping
consultants and professional across your industry
networks * Forget that one size never fits

* Be key promoter of diversity all. Each is unique and is
and constantly look out for different from others
ways to promote it

* Actively participate in
professional forums and
networks so that you are
updated of contemporary
practices.

* Supporting individual and organisational learning

* Supporting innovative business models and participative organisational
cultures

» Creation of new forms of community at work and new forms of
organisations

HR professionals need a knowledge base about the current technological



possibilities and a general vision about the role that technology might play in
their firms. With this knowledge, they will be able to add value to strategic
decisions that involve technology.!?

Pause and Ponder

Technology robs jobs. What are your views on this? How true is it?

Cultural Forces

Culture refers to the complex whole which includes knowledge, belief, art,
morals, laws, customs and other capabilities and habits acquired by an
individual as a member of a society.

How Does Culture Influence the HR Function? In the first place, culture
creates the type of people who become members of an organisation. Culture
trains people along particular lines, tending to put a personality stamp upon
them. Thus, we have Indians, Japanese, Americans, Britishers, Germans and
so on. It is not that all people are alike in a particular culture. There are sub-
cultures within a culture. For, people have their own idiosyncracies and are
influenced by heredity, cultural experiences, subcultural experiences, family
experiences and unique personal experiences.'?

When people with different cultural backgrounds promote, own and
manage organisations, they themselves tend to acquire distinct cultures. Thus,
the culture of the Tata group of companies is different from that of the
enterprises owned and managed by the Birlas. The culture of these groups of
companies differs from that prevailing in the new-economy firms.

Secondly, the attitude of workers towards work is the result of their
cultural background. In this respect Indians score over others. For Indians,
work is not means of living—it is equated with god. A typical
machine/computer operator, a bus/truck driver, a rickshaw puller, a
shopkeeper or any body who is engaged in some work does not start a
machine, drive a bus, pull a rickshaw or open the shop before closing his
eyes, for a few seconds, in the worship of god. The occupation one is
engaged gives him/her not only livelihood. It gives him/her status in society



and standard of living. No wonder, Indians are committed to work and loyal
to organisations. They equate their welfare with the prosperity of the
organisations in which they are employed.

Thirdly, time dimension, which influences HRM, has its roots in culture.
Time orientation refers to people’s orientation—past, present or future. In
some societies, people are oriented towards the past. In others, they tend to be
more focussed on the present. Still others are futuristic in their outlook. HR
professionals in societies that focus on the present, care more for employees
on the rolls. Employees are hired and maintained as long as they are useful to
the organisation and are dispensed with once they cease to be so. Employee
training and development, job security, social security and loyalty to the
organisation are unusual. The American society is an example of this. Japan
is an example of a futuristic society. The Japanese have long-term future-
oriented time horizons. When Japanese firms hire employees, they are
retained for a long time, and there is a strong, mutual commitment on both
sides. Societies oriented towards the past tend to preserve the acquired
heritage. Concepts and actions of the past continue to guide current plans and
strategies.

Fourthly, work ethics, achievement needs and effort-reward expectations,
which are significant inputs determining individual behaviour, are the results
of culture. The word ethics is associated with moral principles. In the context
of an organisation, ethics implies hard work and commitment to work. A
strong work ethics ensures motivated employees whereas the opposite is true
when work ethics is weak.

Achievement needs, too, have a behavioural implication. A person with a
high need to achieve tends to seek a high degree of personal responsibility,
sets realistic goals, takes moderate risks and uses personal performance
feedback in satisfying his or her need to achieve.'3

It is too well-known that a perfect match between effort and reward will
produce better performance from an individual. When the individual
perceives that he or she has been treated unfairly, the performance suffers.
This phenomenon is the result of culture.

Fifthly, what is ethical and what is unethical behaviour is decided by
culture. Discrimination in employment against women is reprehensible in
some societies, but the same is an accepted practice in other countries.



Societies which believe in ethical relativism tolerate discriminations. For
them, an unethical act is justified when consequences of such behaviour
result in greatest good for greatest numbers. Instead, societies which are
guided by ethical universalism have well defined norms. An unethical act is
so irrespective of the situations.

Acts as the following will be judged as ethical or not depending on
whether one is guided by ethical universalism or ethical relativism.

» The HR executive of a Bangalore based software firm has been
instructed to exit 112 middle level managers in the next three months,
whose performance has been rated ‘C’ & ‘D’. No prior notice to be
served, and worse those unfortunate souls should be asked to run around
for days to settle their retirement benefits.

» The HR head of poly fibre plant located in Harihar, Karnataka, was
advised to underrate the performance of at least 40% of the employees,
so that they can be exited. The HR manager picked up newly hired
brilliant engineers to reach the target. The hapless youngsters were given
marching orders, though their performance was excellent.

» The name of an young man working in a software company based in
Bangalore was taken off from the awardees’ list in the last minute. Next
day morning happens to the day of celebrations. The crime that the
bright software engineer committed was that he did not attend a late
night party where the boss was one of the diners.

Sixthly, HR practices like centralised vs. decentralised decision-making,
flat or tall structures, reporting relationships, transparency in systems,
communication channels, rewards and punishments and the like are impacted
by cultures. In high power distance societies, for example, organisational
structures tend to be tall, communication is indirect, and distance between
boss and subordinates is long.

Finally, culture makes people confine themselves to certain occupations
and regions. Workers employed in coffee estates or tea plantations in Malnad
region cannot probably work in places like Bangalore. Their food habits,
dress sense, language and the physical labour they put in—all seem to have
been contrived to make them fit to work in such places. A drive through the
Malnad region in the month of July makes you feel sorry for the labour
employed in estates. For kilometers, there are no human beings but suddenly
you notice a tiny structure in an estate where two or three people live. With



heavy rain and no electricity, it is an eerie environment. But they are not
sorry to live there. Their culture has made them adjust to work and stay there
comfortably. Similar is the story with miners working in Singareni Coal
Mines, or those employed in diamond cutting units at Surat in Gujarat.

While examining the impact of culture on HRM, we have taken macro
perspective of values and norms. However, there is the micro perspective
which wields equally significant impact on HR activities. We refer to the
organisational culture the impact of which will be explained later in this
chapter.

Professional Bodies

As was pointed out earlier, the impact of the apex body, National Institute of
Personnel Management (NIPM), on HR experts is minimal. The body has not
been able to prescribe its accreditation as a prerequisite for HR practitioners.
In fact, it has not even prescribed a minimum academic qualification for an
HR professional. Its record of contribution to relevant policy making,
participation in tripartite fora, and authority to morally bind its members to
certain basic professional values is less.!4

Yet, the role of NIPM in supplying academic inputs to HR professionals is
not to be ignored. Periodic training programmes, seminars and conferences
are organised by NIPM for the benefit of HR experts. NIPM offers post-
graduate diploma in personnel management. The diploma is recognised by
the Government of India for the purpose of recruitment to superior posts and
services under the Central Government, and by the governments of Andhra
Pradesh, Karnataka, Kerala, Rajasthan, West Bengal, Goa, Bihar and Tamil
Nadu as an accredited qualification for appointment of welfare officers as per
the Factories Act, 1948. The NIPM has laid down a code of ethics (see
Exhibit 2.2) and the HR practitioners are expected to declare their allegiance
to the code.

| WA Code of Ethics

As a member of the National Institute of Personnel Management, I
Declare that I shall:
» Subscribe to the aims and objects of the National Institute of Personnel



Management and be bound by its Constitution;

» Recognise and accept the dignity of an individual as human being,
irrespective of religion, language, caste or creed,;

» Maintain high standard of integrity and behaviour demanded by the
profession;

» Conduct myself as a responsible member of the management team
committed to the achievement of the organisational goals;

» Take keen interest in the establishment of healthy personnel practices
and development of the profession;

» Try to win confidence and gain respect of the employers and
employees and make myself available to them to provide formal and
informal intervention to resolve industrial conflicts;

» Endeavour to enhance the good name of my profession in dealing with
other professional bodies, government departments, and employers’
and employees’ organisations;

» Cooperate in maximising the effectiveness of the profession by
exchanging freely information and experience with other members;

» Not allow any interest other than professional to interfere with my
official work;

* Not interfere with the right of association of the employees;

* Not disclose any information of a confidential nature that I may
acquire in the course of my professional work without obtaining the
consent of those concerned and shall not use confidential information
for personal gains;

 Not accept or offer any improper gratification in any form or manner
whatsoever in connection with or in the course of my professional
work; and

* Not take or acquiesce in any such action with may bring the Institute
and/or the profession into disrepute.

The code is useful inasmuch as it reminds HR people about their ethical
obligations towards the employees, organisation, government, profession and
society.

Pause and Ponder



Cultural convergence has resulted in tastes, thoughts, beliefs and feelings
becoming identical across cultures, just as globalisation has brought out
economic integration of nations. Do you think that cultural convergence
will wipe out people’s identity and cultural moorings?

INTERNAL FORCES

In addition to the external forces, there are factors internal to the organisation
which influence HR activities. Unlike the external forces, where HRM has no
control, internal factors are within its influence. Prominent internal forces are:
(i) strategy, (ii) task, (iii) leadership, (iv) unions, (v) management, and (vi)
organisational culture and conflicts.

Strategy, Task and Leadership

A strategy indicates the direction in which an organisation moves. As a plan,
a strategy takes the organisation into the area of competition in environment
and into alignment with the resources of the firm. For example, early success
of Infosys was due to high alignment of its strategy, structure, people and
management.

Some companies believe that long term success is more important and
towards this objective they invest more in human resources—in terms of
employee training, safety, security, welfare and harmonious industrial
relations.

Task is a work that an employee is expected to do. Several tasks constitute
a job. When we describe task here, we keep the job in mind because an
employee holds a job and through that he or she discharges tasks associated
with it.

Task has implications on employee motivation and satisfaction. Several
job characteristics such as skills required, task significance, autonomy and
feedback of results have motivational effects. In fact, impact of job on
employee motivation is so significant that Herzberg advocated the concept of
job enrichment.

Employees derive satisfaction from the jobs they occupy. Jobs give them
opportunities to put their talents to use and work for organisational growth.



Often, altruistic deeds and not monetary incentives alone, keep employees
satisfied with their jobs.

How do these job factors affect HR decisions? They obviously affect
hiring, since employees will be highly motivated and satisfied if their
preferences are met. In reality, few jobs match all the preferences. When jobs
are difficult the HR manager needs to provide additional incentives (e.g.,
more pay) because few people prefer such jobs.

It is the leader who matters in any functional area of business. HRM is no
exception. Leader must orchestrate the distinctive skills, experiences,
personalities and motives of employees. He/she also needs to facilitate
interactions that occur within work groups. A leader provides direction,
encouragement and authority to evoke desired behaviours. A leader chooses
right people and motivates them to consistently strive towards making them
overreach themselves. Leadership involves catalyzing the learning process
among followers, as well as creating the environment that contributes to
improved performance. The leader is an important source of knowledge about
the tasks, the organisation, and the HRM policies, programmes and goals.
The experience and style of a leader will influence which HRM programmes
are communicated, implemented and effective.

Unions

Unionisation as an external factor was examined earlier. The same has been
included here as an internal environment. This is justified because a firm’s
personnel activities will be influenced by its own union(s) as well as the
unions of other plants.

A trade union may be understood as an association of workers or
management formed to protect their own individual interests. The role of a
union is too well-known, not needing any elaboration here. All HR activities
—recruitment, selection, training, compensation, IR and separation—are
carried out in consultation with union leaders. The role of unions becomes
pronounced when a new wage agreement needs to be signed. Generally, a
wage agreement has a life of three years. After the expiry of one agreement, a
new one needs to be reached. It nearly always results in a civil war between
the management and the union leaders before reaching a new agreement.
Negotiations are spread over months, where tempers are frayed, mouths are



fouled, works are stopped, executives are assaulted (the late N.P. Godrej and
Roy J. George of Pricol, for example), buses are burnt, properties are
damaged and when differences narrow down, and demands are met it is
camaraderie as usual, a la the immediate aftermath of heavy rains. The day
when both parties sign the agreement is a day for hitting the headlines in
major newspapers as well as a day for celebration.

Few organisations are lucky to have one union. Encouraged by ideological
rifts, personal ambitions of leaders, craft divisions among workers and often
the management’s myopia, the organised labour movement has been splitting
and there are multiple unions. The Bokaro Steel plant, for example, has 68
trade unions and Calcutta Corporation has about 100 of them.

There are exceptions however. There are organisations which are non-
unionised, for example Jindal Aluminium and Khoday Distilleries, both
Bangalore-based, others with single union and so on. Hindalco does not have
unions as is the case with most new-economy firms such as WIPRO and
Infosys.

Which is a recognised union? What is the membership of each union?
With whom are we to negotiate? How about collective bargaining? These
questions cause real headache to an IR manager.

The sad part of the story is that most unions are affiliated to all India
federations, which have their own political linkages. The HR manager,
therefore, has an outside force, namely, the politicians to reckon with.

Non-unionised organisations may appear to be the luckiest, but they too
have problems. To retain the flexibility of a non-union status, personnel
departments implement compensation policies, hours of work and working
conditions similar to those found in unionised operations.!>

Personnel policies are determined by the top management’s directive
where unionisation is discouraged, no matter what the cost is.

It is not that the unions and their leaders are always negative in their
approach and activities. There are occasions where they played a very
positive and highly constructive role. One such instance is the role of union
leaders in privatisation of public sector undertakings. The sale process of
government undertakings has been fairly smooth and successful thanks to the
cooperation extended by leaders of unions affiliated to CPM, BJP, and other
political parties. It is a pleasant experience to read the compliments paid to



union leaders by an authority on disinvestment, in his book. The author went
to the extent of acknowledging the participation shown by Mr. Sanjiv Reddy,
president of Indian National Trade Union Congress to the disinvestment
process.

Pause and Ponder

Unions are no more their former selves. Their memberships have fallen,
their relevance has gone to the wind, their clout is dissipating. Why all
these?

Organisational Culture and Conflict

Every organisation, as mentioned earlier, has its own culture. Organisational
culture is the product of all the organisation’s features—its people, its
successes, and its failures. Organisational culture reflects the past and shapes
the future. It is the job of HR specialists to adjust proactively to the culture of
the organisation. For example, objectives can be achieved in several
acceptable ways. This idea, called equifinality, means there are usually
multiple paths to reach objectives. The key to success is picking the path that
best fits the organisation’s culture.®

In every organisation, a few core values or beliefs shape its culture. ‘Get
the best people and set them free’ was the spirit of the late J.R.D. Tata and
this belief shaped the culture of the Tata conglomerate. L&T is known for its
professional approach, while competitive spirit is imbibed by every executive
and employee of the Reliance Industries. IBM is known for service, whereas
product innovation is the hallmark of GE. Effective HR practitioners identify
the core beliefs or values of their organisations and strive to further those
values.

There is often conflict between organisational culture and employee’s
attitudes. Conflict arises because of the following dualities:!”

* Personal goal vs organisational goal

* Personal ethics vs organisational ethics

* Rights vs duties

* Obedience vs self-respect



* Discipline vs autonomy

» Self-confidence vs arrogance

* Actualisation vs aggrandisement

* Authority vs accountability

» Leadership vs followership

* Delegation vs abdication

* Participation vs anarchy

* Feedback vs abuse

* Cleverness vs wisdom

* Grooming vs pampering

* Doing vs becoming

 Material benefit vs spiritual loss

 Change vs stability

* Greed vs renunciation

* Short-term vs long-term

The above are not hypothetical conflicts, they occur daily in organisations.
HR departments are expected to develop and enforce policies in these areas.

Management Attitude of the management towards HR functions is a major
internal factor. Should the organisation have a HR department? If yes, what
should be its status? Should the HR manager be treated on par with other
functional heads? Has the management realised the fact that people lend
competitive advantage to the organisation? Can people activities be
outsourced, instead of maintaining in-house HR department? Answer the
questions as these speak about the composition, recognition, status and
decision-making power of the HR professionals.

Pause and Ponder

A common belief is that the HR function is responsible for moulding the
organisational culture. How far is this belief true?

KNOWING THE ENVIRONMENT

The environment often provides a mass of ambiguous information. What to



make out of the information? What to accept and what to reject? To answer
these questions, three related concepts are relevant: (i) the enacted
environment, (ii) the domain and domain consensus, and (iii) the task

environment.!8

Enacted Environment

An organisation seeks to create its own environment out of the external
environment. The environment which the organisation creates is called
enactment. Enactment implies that the organisation creates a relevant
environment for itself by aggressively scoping, narrowing and scanning the
external environment. In effect, the organisation creates the environment to
which it reacts. It does not react to the entire environment.

There is a danger in the enacted environment. An organisation may define
its environment so narrowly that it is likely to ignore significant forces that
may affect its fortunes. For example, very few organisations monitored the
Organisation of Petroleum Exporting Countries (OPEC) in the early 1970s
and were taken completely off-guard by the oil embargo and steep price hike
of oil during 1973 and 1974. Since then, of course, OPEC actions have been
closely monitored. Same is the case with auto-manufacturing companies. GM
and other US auto manufacturers initially believed that overseas competition
from the Japanese companies would not be a formidable force on a long-term
basis and they only casually monitored these competitor’s actions. They were
more concerned with monitoring the actions of one another. On the other
hand, the Japanese auto makers were intent upon studying the American auto
makers. In order to get a closer look, many Japanese companies entered joint
ventures with their American counterparts. As history tells us, the Japanese
had the last laugh.

The positive benefit of an enacted environment is that it makes an
organisation to become proactive in its approach in dealing with its
environment. The organisation takes an active and aggressive role in actually
defining its environment. On the other hand, a reactive approach implies that
the organisation is not aggressive, but merely reacts to its environment. It
does not define its environment, but instead allows important factors in the
environment to define it.



Domain and Domain Consensus

The domain is that part of the environment which the organisation carves out
for itself. The organisation delineates its own territory out of the
environment.

The delineated territory comprises the range of products offered,
population served and services rendered. The organisation focuses its efforts
on these three areas while paying less attention to other areas.

As is well-known, an organisation has many stakeholders—owners,
employees, customers, government, public, suppliers and lenders. Domain
consensus is formed when all these stakeholders agree upon the domain of
the organisation.

When domain consensus is not reached, conflicts can arise regarding parts
of the environment which should be monitored. This conflict causes
confusion and backbiting, when the company is blindsided by an unexpected
occurrence from a poorly monitored sector.

Task Environment

Task environment represents the third concept related to knowing the
environment. This significant portion of the domain has the greatest impact
on an organisation’s goals because it includes all groups that can influence
the organisation. Specifically, the task environment specifies the range of
products to be offered, the technology to be employed, and the proactive
strategies to be used to counter competition. The task environment for Hero
Honda, whose market share dwindled from 35 per cent in 1993 to 29 per cent
in 1996, has begun to expand its capacity. With new capacities being added
through its new plant at Dharuhera at a cost of ¥172 crore, the company is
busy in launching new models.

SCANNING THE ENVIRONMENT

Environmental scanning involves general surveillance of the environment to
determine trends and projections of factors that will affect the fortunes of the
organisation. The scan focuses on the firm’s task environment. Elements
outside the task environment are not ignored, but are paid less attention.



Environmental scanning focuses on task environment. HR department is
in the best position to scan environment (task). HR department obtains
environemental information and feeds it to key decision makers.

Scanning is done to prevent information overload for decision makers. It
should focus on providing relevant information for planning and decision
making.

With regard to HRM, the relevant areas to be scanned for planning and
decision-making are the labour market, legal environment, constitutional
provisions and technology. This does not mean that other elements, such as
globalisation, should be ignored. But it does mean that the four factors
identified tend to have a major impact on HR decisions. If a company has
overseas operations, these four factors in other countries of operations need
to be examined.

Figure 2.3 summarises the concepts of domain, domain consensus, task
environment, and enactment. Note the enactment and scanning processes
result in a narrow or focusing of the external environment.

.. General Quiside
| Environment
Organisation DEfinl_:s its Enacts and
2 Task Environment Establishes Scans
Domain [T (Immediate » lis Domain = (Ways of limiting
Consensus is outside sl A and knowing
Established environment) Environment environment)
| . General Outside
Environment

Fig. 2.3 Organisations Enact and Limit the Environment

Source: William P. Anthony, et al., Strategic Human Resource Management, Dryden
Press, 1993, p. 64.

HRM AND ENVIRONMENTAL SCANNING

The HR department is in the best position to scan the environment for
human-resources and labour-market issues. HR department obtains



environmental information and feeds it to key decision makers. In fact, the
department may play a major role in making the decision. The department
also has the responsibility of obtaining internal organisational information for
consideration by strategic decision makers.'® But the role of the HR
department is confined to a boundary spanning role in that it helps link the
organisation to its environment through environmental scanning.

SUMMARY

The environment of HRM comprises both external as well as internal forces
which have their impact on the practitioners of the profession. The external
environment includes political-legal, economic, technological and cultural
factors. The internal environment consists of unions, organisational culture
and conflict. The study of the environment enables HR experts to become
proactive in their approach to personnel aspects.

KEY TERMS

Achievement needs
Equifinality

HRM environment
Organisational culture
Proactive actions
Social amalgam

REVIEW QUESTIONS

1. What do you understand by HRM environment? Why is the study of
HRM environment useful for HR managers?

2. Outline the impact of political-legal, economic, cultural and
technological factors on HR function.

3. How do trade unions, organisational culture and conflict, and HR
professional bodies influence an HR department?

DISCUSSION QUESTIONS



1. Discuss HRM and its environment with suitable illustrations.

2. Name an organisation with which you are familiar. How is its culture
different from the organisational culture discussed in this chapter?

3. Describe how a proactive HR department would cope with the entry of
MNCs.

4. What is the purpose of a code of ethics, such as the one suggested by
NIPM? Can you suggest any deletion/addition to the code?

5. How can the role of NIPM be made more effective?

6. Going back to the opening case, what would you do if you were the
CEO?

CONTINUING CASE

It was five years ago that Corporate HR function of Vybhav was re-structured
to its present hierarchy. The HR structure was designed to meet needs of the
organisation. There was a need for better HR governance across the various
divisions and rationalise the HR spend as well as be able to have single HR
vision and mission. The HR structure was rationalised as follows:

The fundamental change to the structure was the change in the matrix
reporting. The center of excellence (COE) functions like staffing and talent
management rolled up to the COE Directors with hard line functional and
dotted line to the HR Directors at an operational level. This change in
reporting ensured better alignment with the Vybhav corporate objective of
optimising talent management practices across the business units.

A lot of this change was sponsored by the top management team of
Vybhav. The benefits of being able to leverage the scale of knowledge from
across business units and industries was seen as directly impacting
organisational efficiencies through building a high-performance culture and
enhanced employee satisfaction. Each COE strategised together and
discussed/brainstormed on challenges that were faced by a business unit, and
it was the responsibility of each division’s COE to go back to the division’s
HR team and discuss and implement the strategy. This HR structure allowed
the teams to build a COE based mission, as bellow which was drafted by the
top management team:

» Share information and resources more effectively between the divisions.

» Craft an overall talent strategy for Vybhav Corporation.



* Be able to use a scalable process/method to map competencies and
identify skill gaps.

* Create strategic succession plans to develop talent and skills to establish
and maintain a high-performance culture.

* Free up resources to focus on high-level talent management strategies.

VP-HR
Vybhav Corporation
A
4 A A [} L
Director Staffing | Director Talent Director Compensation
Management and Benefits
A I
Diractor HR of
each division Managers HRIS
.I+. A 1
e e ;
Staffing Manager Manager Talent Manager HR HR Business Pariners
of each division Management of Operations of attached to different
each division each division departments within a
division

To improve HR operational efficiencies, Renny decided to invest in a single
HRIS that would make HR information consolidated and centrally available
in addition to being able to drive the core HR activities like the payroll
processing, recruitment, performance management system, competency based
career planning and the like.

EXERCISE

Remain in the groups that you formed for the previous chapter. For the
company that you identified, collect information on the external and internal
HR related challenges it faces. It could be generic industry challenges or
specific and related to close competitors. Deliberate within your group to
make reasonable assumptions. Refer closely to the text and confine your
findings/assumptions to the theory in the chapter.

Fill the following grid and share in the classroom. Invite open discussions for
better understanding.



Political-Legal Economic Technological Cultural Forces
z |
g
i
]
i
E
| =
=
-
53]
Strategic Tasks and Unions Orgamsational Culture | Management
Lj Leadership and Conflict
i
>
Closing Case

When the English writer George Orwell wrote his dystopian novel
Nineteen Eighty Four, way back in 1949, he couldn’t have seen the coming
of an industry called business process outsourcing. His concerns in the
novel were deep, dark and geopolitical in nature. Fears of an Orwellian
world might have come to an end with the death of communism, but the
Indian BPO industry is turning into a mini Orwellian eco-system, with Big
Brother lurking everywhere you turn.

At an audit and advisory firm such as KPMG, you would expect to find
bean counters and suits. But sleuths? The company’s forensic services
practice, which offers pre-employment screening, background check and
fraud investigation services to a large number of BPOs, has witnessed its
revenues skyrocketing in the last two years. Its 60-people team includes
five senior former CBI and IB officers. A few months back, KPMG’s
crack team solved a case where an employee of an Indian BPO was
helping a bunch of UK-based fraudsters manipulate bank accounts to the
tune of several million dollars. Once the data analytics team spotted
unusual credit repair patterns, the investigators put suspected employees on
surveillance, tracked their system login history and conducted a series of
interviews before zeroing in on the culprit.



According to Deepak Sanwalka, executive director, (forensic advisory
services), KPMG, organised crime groups in US and UK target BPO
employees to carry out frauds. “Our investigative resources are as good,
and sometimes better than those of law enforcement agencies. We are
usually a step ahead of the police investigations”, he says. Such forensic
teams are a mix of former sleuths and cops who have a good understanding
of crime, and auditors and bankers who have the ability to go through the
nitty-gritty of numbers. Similarly Pricewaterhouse Coopers (PwC)
unearthed a case recently where a departmental head at a BPO was leaking
client data to competitors. “We covertly took charge of the computers that
were suspect, went to the service providers to provide information about
the users, and later ran forensic software on them”, explains Sumit
Makhija, associate director, dispute analysis and investigations wing, PwC.

After a series of back-to-back interviews conducted by its team of ex-
intelligence officers and bankers, with more than five suspects, the
offender, who was passing on proprietary information and corporate plans,
was nabbed. Client confidentiality and secrecy of the data related to their
customers being paramount, the first brush with Big Brother occurs in the
form of pre-employment screening and background and criminal check, as
soon as a candidate applies to work at a call centre.

Although it sounds like a logistical nightmare, nearly every candidate
who applies for a job with some of the larger BPOs in India has his or her
antecedents checked by the companies. “Data security, more than anything
else, gives Indian BPOs sleepless nights”, says Sanwalka, KPMG, which
has around 30 BPO clients, carries out background checks on nearly 4,000
people every month. That includes verifying the educational qualifications
mentioned by the candidates by checking with the concerned universities,
residential address verification, and working along with the police to check
if the candidate has a criminal record.

Interestingly, this has spawned a new revenue stream for universities,
who have begun charging a fee from these agencies for verifying the
academic records of their former students. Each verification could cost the
BPO firms anything between ¥3,000 and ¥10,000. The checks also require
14 days to a month to execute, “There is an increasing tendency these days
to misrepresent personal and career information. Every one in six
applications that we check has some kind of false information. Checks



ensure that reputation risks are mitigated”, says Ashish Dehade, MD, First
Advantage Corporation India, a global risk mitigation and employment
screening firm. “There is a huge fear of data leakage in the West, and India
is a very important outsourcing destination. So we need to ensure that
clients feel secure doing business with us”, adds Ashu Calapa, head HR,
Firstsource, which completely outsources background check to third party

agencies such as First Advantage and Authbridge.??

Questions

1. What environmental factors have contributed to the turning of Indian
BPO industry into an Orwellian eco-system?

2. What legal system do you suggest to check fraudulent practices in
BPO industry? Do you think that the present judiciary system, as it is
now in place, is adequate to check such practices?
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Chapter 3

Integrating HR Strategy with
Business Strategy

Learning Objectives

After reading this chapter you should be able to:

* Understand the nature of strategic management

* Describe the strategic management process

* Integrate HR functions with the strategic management process
* Identify typical HR strategies

 Explain the three approaches to HR strategies

Opening Vignettes

The Coca-Cola company is the most successful MNC. With operations in as
many as 200 countries and nearly 80 per cent of its revenue coming from
foreign operations, Coca-Cola is typically perceived as the quintessential
global corporation. This US-based company believes in “thinking global but
acting locally”, and this strategy guides the cola giant’s management of
cross-border operations. It grants national business the freedom to conduct
operations in a manner appropriate to the market. At the same time, the
company tries to establish a common mindset that all its employees share.

The corporate HRM function is charged with providing the glue that binds
all the divisions (there are 25 operating divisions) into the Coca-Cola family.
The corporate HRM achieves this in two main strategies: (i) by propagating a
common human resource philosophy within the company, and (ii) by
developing a group of internationally minded mid-level executives for future
senior management responsibilities.



The corporate HRM group perceives its mission as one developing and
providing the underlying philosophy around which local businesses can
develop their human resource practices. For example, rather than having a
standard salary policy for all its subsidiaries, Coca-Cola has a common salary
philosophy — the total compensation package should be competitive with the
best companies in the local market. Twice a year, the corporate HRM group
also conducts a two-week HRM orientation session for the HR staff from
each of its 25 operating divisions. These sessions give an overview of the
company’s HRM philosophy and talk about how local businesses can
translate that philosophy into HR policies. Coca-cola has found that
information sharing is one of the great benefits of bringing HRM
professionals together. For example, tools that have been developed in Brazil
to deal with specific HRM problem might also be useful in Australia. The
sessions provide a medium through which HRM professionals can
communicate and learn from each other, which facilitates the rapid transfer of
innovative and valuable HRM tools from region to region (Also read the
closing case).

x ok 3k

Colgate-Palmolive is a successful company specialising in personal care
products. In the early 1980s, the company realised that if it were to be
successful in the emerging competitive environment around the world, it
would have to develop a more transnational orientation. Its rivals such as
P&G, Uniliver and Kao were trying to become transnational companies and
Colgate needed to follow suit. Being a transnational requires developing an
international cadre of executives who are as compatible working in one
culture as in another, and who have the ability to rise above their ethnic
perspectives.

As a first step towards building such a team, Colgate began recruiting
college graduates in 1987 and putting them through an intensive international
training programme. The typical recruit holds an MBA from a US university,
speaks at least one foreign language, has lived outside the US, and has strong
computer skills and business experience. Over one quarter of the participants
are foreign nationals.

Unlike most of the US companies, Colgate does not send foreign born
trainees to their native countries for their initial jobs. Instead, it is more likely



that a French national will remain in the US, a US national will be sent to
Germany and a British national will go to Spain. The foreigners receive the
same generous expatriate compensation packages as the Americans do, even
if they are assigned to their home countries.

In addition to the management training programme, Colgate has taken a
number of other steps to develop its international cadre of managers. In
Europe, for example, the company is developing “Euro managers”—
managers who have experience of working in several European countries.
This is a departure from the established practice of having managers spend
most of their working career in their home country.

Xx ok 3k

When LG staged a come back into the Indian market, it did a strategic
thing which stunned everybody. Vice-President Yasho V. Verma, the oldest
employee, recalls: “Many people did not understand us because of the
madness happening, but there was a method in madness. When I joined in
April 1997, we had to launch five branches by May. A lot of things were
done in unorthodox ways. Many times employees were hired, but there was
no office; the head of the branch was there, but no employee was hired and
there was no office. They did not know where to go. They were told to stay at
home and they would get their salaries. No one was ready to believe it. But it
all happened as we see it today”.

These are typical case where HR function became an integral part of
strategic management. The advent of HRM has brought forward the issues of
linkages between the employer-employee relationships and wider
organisational strategies and corporate policies. This chapter is devoted to a
detailed discussion of such linkages.

NATURE OF STRATEGIC HRM

Before describing the nature of strategic human resource management
(SHRM), it is useful to understand the meanings of strategy and strategic
management.

By strategy, we mean future-oriented plan for interacting with the



competitive environment to achieve organisational goals. Strategy is a
framework for managerial decisions. It reflects a firm’s awareness of how,
when and where it should compete and for what purpose it should compete.
The focus is on managing competition. By implication, sans competition
firms may not need strategies at all, as was reflected in the business
environment in India prior to 1990s. Operating in a highly-protected
environment, organisations had no rivals to encounter, no challenges to face,
and no problems to worry about. Whatever was produced was grabbed by the
markets. Strategies hardly had any relevance during those days.

Strategic management refers to the process of crafting strategies, their
implementation and evaluation of their effectiveness. Experts have given
their own perspectives about strategic management. But the one we have
given here serves our purpose well.

What is to be emphasised is that at the core of the strategic management
process is a team comprising the CEO aided by top executives. For example,
the core team that formulated and executed the strategic takeover of Corus by
Tata Steel consisted of Ratan Tata, the CEO; Muthuraman, M.D., Tata Steel;
Arunkumar Gandhi, Head of the M&A cell of the Tata Group; and Kaushik
Chatterjee, VP Finance, Tata Steel.

Strategic human resource management (SHRM) refers to the process of
developing practices, programmes and policies that help achieve
organisational objectives. What is essential is that these programmes, policies
and practices need to be aligned with organisational strategies.

Specially, SHRM involves that—

(i) Human resource management is fully integrated with the strategy and
the strategic needs of the firm;

(i) Human resource policies cohere both across policy areas and across
hierarchies;

(iii) Human resource architecture of the firm results in its above-average
financial performance. HR architecture is composed of the systems,
practices, competencies and employee performance behaviours that
reflect the development and management of the firm’s human
resource; and

(iv) Human resource practices are adjusted, accepted, and used by line
managers and employees as part of their daily work.



Pause and Ponder

HR role in strategic management seems to be merely platitudinal but little
in practice. Rarely is HR executive consulted in vital decisions, such as
mergers or acquisitions. This popular perception, invites you attention
towards a reality check. Talk to select HR executives and discover the
truth.

It is not that HR manager himself/herself formulates strategies. He or she will
be the member of a core team which formulates company strategies and
ensures their implementation. To be full-fledged strategic partners with senior
management, HR executives should compel and guide serious discussion on
how the company should be organised to carry out its strategy. Four roles of
HR executives are relevant in this context: first, HR should define an
organisation’s architecture. In other words, it should identify the underlying
model of the company’s way of doing business. More specifically, the
architecture is a judicious mix of structure, systems, rewards, processes,
people, styles, skills and shared values. After the architecture is defined it
needs to be articulated explicitly. Without such clarity, managers tend to
become more myopic about how the company runs.

Second, HR needs to be accountable for conducting an organisational
audit. Audit helps identify which components of the architecture should be
changed in order to facilitate strategy execution.

Third, the role of HR as a strategic partner is to identify methods for
renovating the parts of the organisational architecture that need it. In other
words, HR manager should be assigned to take the lead in proposing,
creating, and debating best practices that can help implement strategies.

Fourth and finally, HR must take stock of its own work and set clear
priorities. At any given time, the HR staff might have several initiatives in its
sights, such as pay-for performance, global team work, and action-learning
development experiences. But to be truly tied to business outcomes, HR
needs to join forces with line managers to continuously assess the impact and
importance of each one of these initiatives.

STRATEGIC HRM VERSUS CONVENTIONAL HRM



The nature of strategic HRM becomes clearer when it is contrasted with
traditional HRM. As Fig. 3.1 shows, in the traditional approach to HRM, the
responsibility of people management programme rests with staff specialists in
an organisation. But in strategic HRM, the task of managing people is vested
on the managers who interact with people-line managers. In essence, strategic
HRM would argue that any individual in a firm who has the responsibility for
people is a HRM manager, no matter in which functional area he or she
works. Similarly, the focus in conventional HRM is on employee relations,
ensuring that employees are motivated and become productive and that the
firm is in compliance with the necessary employment laws. In strategic
perspective, HRM goes beyond and focuses on partnership with internal and
external constituent groups. Likewise, in other dimensions such as role of
HRM, initiatives, job design and the like, there is a contrast between
conventional HRM and strategic HRM.

Traditional HRM Strategic HRM

Responsibility for Staff specialist Line managers

HRM

Focus Employee relations Partnerships with internal and external

cuslomers

Role of HR Transactional, change follower, Transtormational, change leader, and
and respondent imitator

Initiatives Slow, reactive, fragmented, Fast, proactive, integrated

Time horizon Shart term Shaort, medium, long (as necessary)

Control Bureaucratic-roles, policies, Organic-flexible, whatever is necesasary
procedures o succesd

Jab design Tight division of labour, indepen- Broad, flexible, cross-training, teams
dence, specialization

Key investrments Capital, products People, knowledge

Accountability Caost centre Investment centre

Fig 3.1 Traditional HRM versus Strategic HRM

STRATEGIC MANAGEMENT PROCESS

Five phases constitute the SHRM process: environmental scanning,
identifying sources of competitive advantage, HR strategy formulation,
implementing HR strategies, and monitoring and evaluating HR strategies
(see Fig 3.2).



Scan the Environment

Analysis of environment provides inputs for decision-making in business,
which ipso facto includes HR decisions too. Environment comprises internal
and external forces which impact the organisation. External factors, as stated
in the previous chapter, include political—legal, economic, technological and
cultural forces. Internal environment includes business processes, SWOT
analysis of the firm, (see Exhibit 3.1), organisational culture, organisational
structure, employee morale, industrial relations, unionisation and the like.
Analysis of both external and internal factors is not the preserve of a single
function, although marketing personnel usually play a key role in developing
a strategic view of the organisation. HR practioners may be particularly
involved in collecting, analysing and interpreting inputs emanating from the

environment.
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Fig 3.2 Five Phases in SHRM Process

DI N SWOT of Reva

Strengths

» India’s first and only battery operated electric car for city drive, ideal
for those looking for second or even a third car, and for those eco-



conscious citizens who have a strong desire to save blue planet.

* Cheapest among electric operated cars in the world with unbeatable
running costs as low as 40 p per km.

» Slim look, comfortable driving, small turning radius and easy parking
—ideal for Bangalore roads, notorious for traffic congestion.

* Fresh infusion of $20 million by international venture capital firms.
Along with funds, two experienced executives from the funding firms
are on the Board of Directors of Reva.

* Eyeing on global market, already 600 Revas sold in London and
looking for markets in other geographic areas in Europe.

* Plans to expand production capacity, release new models and
undertake promotional activities.

* Developed, in 2005, a prototype of a two-seat roadster called Reva-
NXG. Reva-NXG uses sodium nickel chloride batteries instead of the
conventional lead acid batteries.

Weaknesses

 Top speed of 60 km per hour and the distance it can travel on a single
charge is only 80 km.

* Reva is underpowered when compared to a regular car.

* Reva is overpriced at Rs.2.5 lakhs particularly because Maruti 800
with AC is cheaper.

* Scores low on comforts, interiors, motor and performance. Can carry 2
adults and 2 kids but Maruti 800 can carry 4 adults with kids being
stuffed in.

« At intervals of 80 km, Reva needs charging and charging points are
not available on all roads. Charging is less convenient (takes 7 hours)
than getting your tank filled up in a petrol bunk.

» Initially, time and money were spent on technology and getting the
product right. Initial investment of $25 million mainly went into
developing prototypes. No funds were left for publicity and brand
building activities.

» In the last four years till end 2005, Reva sold only 1800 numbers
against a target of 6000 per annum.

* Solely dependent on electric car unlike major global players like GM,
Toyota and Ford.



Opportunities

* Lots of scope in a new world where volts, amps and watts replace bhp,
rpm and exhaust times.

» Market is growing. Freedonia group estimates that this segment has
grown from a $650 million market in 1999 to an estimated $16 billion
in 2004 and is expected to reach $45 billion in 2009. Dwindling oil
resources, rising oil prices, increasing congestion and environmental
concerns and stricter governmental regulations add to the growing
market.

» Tremendous potential for exports and to ramp up production volumes
as Reva’s competitors’ price is 2—3 times higher in Europe and North
America.

* Elsewhere several subsidies and concessions have been extended to
this segment. In UK, sales and road taxes are exempted so also
parking and congestion fees are waived. In the US, $4000 subsidy is
offered per vehicle. Reva did enjoy a Rs.1 lakh subsidy initially but
was discontinued later. Reva still enjoys benefits like a lower excise
duty of 8 per cent, against 16 per cent applicable to petrol and diesel
cars. Governments everywhere are bound to extend more attractive
sops to electric car segment boosting demand for the eco-friendly cars.

Threats

» Several big players have already launched or have plans to launch
electric cars, posing entry barriers to penetrate overseas markets.
Daimler Chrysler has recently launched the electric version of its city
car called SMART. The French auto major AXIOM has also launched
its version of similar car. GM, Nissan and Mitsubishi have announced
that they would be launching electric vehicles.

» Reva’s target market—housewives, professionals and college going
youth—are not impressed by the car and are vulnerable to be targeted
by rivals.

* The launch of Nano by Tata Motors and cheaper version of Alto by
Maruti pose serious threat.

(Source: Based on inputs from Business India, Dec. 31, 2006, Business World,
Jan.15, 2007, Autocar, Jan., 2007 and Prof. K. Ranganathan of Acharya Institute of
Management and Sciences).



In fact, HR department is ideally placed in collecting information about
rivals—their direction, their strategies, their strengths and their
weaknesses.HR professionals have the resumes sent in by the employees of
rival firms in the same industry. Perusal of such documents is of great help in
knowing the skills of staff in the competing firms, reasons for their exit,
compensation levels, and similar other details. More specifically, HR
professionals can provide the following:

“From public information and legitimate recruiting and interviewing
activities, you ought to be able to construct organisational charts, staffing
levels, and group missions for the various organisational components of each
of your major competitors. Your knowledge of how brands are sorted among
sales subdivisions and who reports to whom can provide important clues as to
competitor’s strategic priorities. You may even know the track record and
characteristic behaviours of the rival’s executives”.

Identify Sources of Competitive Advantage

Competitive advantage stems from such diverse sources as quality, price,
brand positioning, timely delivery and customer service. These sources of
competitive advantage reflect the core capabilities of an organisation. The
core capabilities are underpinned by the intellectual capital of the
organisation in the form of employee competencies. For instance, innovating
new products and services is likely to be underpinned by competencies such
as creativity, problem solving, change orientation, and knowledgesharing.
The HR strategy focuses on how these competencies can be developed in
order to achieve the organisation’s strategic objectives. For example, an
organisation which has a business strategy focused on increasing market
share through excellence in customer services, seeks HR strategies that
enhance skills of salesforce in communication, empathy and problem solving.

Identify HRM Strategies

In all, there are four major HRM strategies which help an organisation build
up its employee capabilities (see Fig 3.3).



Devolved informal learning Empowered informal learning
Indirect Developing awareneass of Creating a leaming environment
interventions | learning opportunities (i,e, a context conducive 1o

social capital)

Learning as socialisation Engineering
E'i;r:r?antions Delivering formal training, Creating and controlling

learning and development communities=ofpractice and

intarvantions social networks

Human capital Social capital

Fig 3.3 HRM Strategy Choices

(Source: David Mankin, Human Resource Development, Oxford, 2010, P.90)

Learning as Socialisation This strategy reflects traditional approaches to the
development of human capital. Such techniques as highly structured training
courses, coaching sessions, and education programmes, where primary
responsibility vests with the HR manager, fall under this strategy. The aim of
these interventions is to ensure that the employees conform to the values and
beliefs of the organisation and have the ability to meet performance targets.
These are direct HR interventions the responsibility to which vests with the
HR professional.

Devolved Informal Learning These are indirect interventions and are
delegated to the line managers and employees and HR manager’s role is
secondary. These strategies help develop awareness about learning
opportunities and career development. Though secondary role, HR manager
can be involved in the development of organisational knowledge and learning
processes that rely on formal teams, knowledge sharing activities and
problem solving projects.

Engineering These HR strategies mainly comprising OD techniques seek to
develop social capital. Social capital consists of the knowledge derived from
networks of relationships within and outside the organisation. It emerges
within the workplace. It is about the development of communities — physical,
virtual, co-located, or dispersed. Social capital helps mould employees and
persuades them to adopt to organisational aims.



Empowered Informal Learning This HR strategy also helps develop social
capital. Primary responsibility for HRM in this quadrant is held by the line
managers in partnership with employees. The HR manager can provide
support and guidance, but is more concerned with building learning
infrastructure for successful devolved informal learning. This infrastructure
includes further processes for organisational knowledge and learning such as
the design of work areas and the provision of shared spaces (e.g. command
areas).

Devolved informal learning and empowered informal learning are both
underpinned by workplace learning. This type of learning is important in all
types and sizes of organisations as it acts as a prerequisite for organisational
change.

Pause and Ponder

When HR activities are closely linked to a key business strategy, it
becomes SHRM. True or false, discuss.

Implementing HR Strategies

The fourth phase in SHRM relates to the implementation of HR strategies.
HR strategies are implemented through HR policies, plans, and practices. The
mix of HR strategic choices as stated above helps execute HR strategies.

Policies are critical in implementation of HR strategies. A policy, as stated
in the first chapter, is an expression of intent—an organisation’s commitment
to HRM. Policy sets tone for others to make decision. Obviously, HR policy
must state the purpose of HRM; who is accountable to realise the HR vision
and mission; specify how resources will be allocated; and determine success
criteria.

Plans must follow policies. Plans specify courses of action along with
time-frame to carry out the plans. Plans are formulated at different levels-
organisation, unit, department, section, and individual employees. Plans need
to be carefully formulated fulfilling such requisites as accuracy, clarity,
informative, timeliness and flexibility.

HR practices should follow HR plans. Practices represent a set of



interventions and activities. Interventions can be training courses, coaching
sessions and change projects, while activities include offering advice on
training needs, analysing questionnaires and giving presentations to
management teams. The HR strategy will specify the strategic choice (e.g.
learning as socialisation), but it is the plan that sets out the specifics of that
choice.

A firm has before it, a number of practice choices (see Fig 3.4) to produce
desired results. As seen in the figure, HR practice choices may be categorised
into six types. The figure contains opposite ends of each practice continunum
such as promoting from within or hiring from external sources. Clearly, an
intermediate choice is also possible for majority of the practices. The
challenge is to develop a configuration of HR practice choices that help
implement the HR strategy.

It may be stated that strategy implementation is more challenging than its
formulation. Table 3.1 brings out the differences between the two. The table
needs no elaboration.



Staffing Choices

Internal Sounces +—— @
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Individual Criteria <———»
Compensating Choices
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Standard, Fixed Package =——— >
Mo Incentive €———
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No Employment Security «———»

External Sources

Broad Career Fatha
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Open Procedures

Results Criteria

High Employes Participation
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Group Criteria

High Base Salaries
External Equity

Many Perks

Flexible Package

Many Incentives
Long-term Incentives
High Employrment Security

Training and Development

Short Term «=———

Narrow Application «———»

Productivity Emphasis +———

Spontaneous, Unplanned <——»

Individual Orientation -—— =

Employee Influence

Collective Bargaining <——

Fomal Due Process +———»

No Employee Input —————»

No Employee Ownership +————

Employes Empowement -—————
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Job Simplification s

Explicit Job Analysis <———=
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Participative Management -————=

Specialised Jobs +——=

Close Supervision <=—————»

Long Tenn

Broad Application
Quality Emphasis
Planned, Systematic
Group Orientation

Individual Bargaining

Informal {or no) Due Process

Broad Employee Panticipation

Partial or Complete Employee Ownership)
Employes Compliance

Job Enrichment

Implicit Job Analysis
Individual Orientation
Broadly Defined Jobs
Directive Management
Rotation Among Jobs
Self or Peer Supervizion

Fig. 3.4 HR Practice Choices Related to Strategic Outcomes

Source: Cynthia D. Fisher, et. al., op. cit., p. 60.
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*Align every HR initiative with * Be friendly, not a ‘friend’

business outcome/objective

* Forget to watch out ‘for’ the




*Find a business ‘sponsor’ for
each new HR initiative

*Be proactive in data analysis to
identify early warning signals o
things that might go away Find
a ‘sounding board’ for sharing
new thoughts, findings, hunches
or ideas and then take them
forward

*Gain confidence of top leaders,
cooperation from peers and
support from subordinates.
Strategic HRM management
needs collective effort

*Be knowledgeable about all
functional areas Accept full
responsibility for all HR related
outcomes

cultural impact of all HR
activities

« Compromise on confidentiality
of HR information

» Gossip

* Over commit or underdeliver

» Distance yourself from
employees down the line in the
name of strategic management

Table 3.1 Difference between Strategy Formulation and Implementation

Strategy Formulation Strategy Implementation
Strategy  formulation is Strategy  formulation is
positioning forces positioning forces

before the action.
It focuses on effectiveness.

It is primarily an intellectual
process.

It requires good initiative and
analytical skills.

It requires co-ordination
among a few individuals.

before the action.
It focuses on efficiency.

It is primarily an operational
process.

It requires special motivation
and leadership skills.

It requires co-ordination
among many persons.

Monitor and Evaluation



The final phase in SHRM is monitoring and evaluation of HR strategies. It
should be remembered that erroneous strategic decisions can inflict severe
penalties and can be exceedingly difficult, if not impossible, to rectify. Basic
activities involved in strategy monitoring and evaluation are:
1. Establishing performance targets, standards and tolerance limits for the
objectives, strategies and implementation plans.
2. Measuring the performance in relation to the targets at a given time. If
outcomes are outside the limits, inform managers to take action.
3. Analyse deviations from acceptable tolerance limits.
4. Execute modifications where necessary and are feasible.

From strategic HR perspective, evaluation may demand answers to the
following questions:

 Are HR professionals present at M&A’s planning and implementation?

* Does HR provide an annual report on its ROI?

* Is HR rated by firm’s customers?

* Is there an ROI process to evaluate HR initiatives connected to the

business strategy?

* Is HR role leveraged in change initiatives such as systems

implementations and reorganisations?

» Are line managers made responsible for people’s issues?

» Do HR people go beyond and enter such domains as marketing, finance

and production?

Obviously, evaluation is a sensitive issue. Too much emphasis on
evaluating strategies may be expensive and even counterproductive. No
manager wants to be evaluated too closely. Little or no evaluation can create
even worse problems.

BENEFITS OF SHRM

The greatest benefit of SHRM is that it elevates the status of HRM in
organisations. Decades back, HR managers (Nay, personnel manager or IR
manger) was a mere record keeper and file-pusher sitting in the corner of a
building. His/her presence was felt when a retired employee was to be sent
off and a small function was to be organised in his or her name or when



his/her services were required to troubleshoot whenever there was a strike or
a lockout. Not more than that. But, things are changing as reflected in the
following observations. First, HR leader is now accorded equal status along
with other functional heads, is a member of the core committee to make
strategic decisions, earns big compensation, and is given all privileges. This
transformation has occurred thanks to the realisation on the part of
managements the fact that competitive advantage comes to their
organisations from people. Maruti Suzuki and Hindustan Motors are
manufacturing cars, essentially using identical technology. The secret behind
the meteoric rise of the former is its workforce.

Second, being a strategic partner, HR manager plays key role in making a
merger or an acquisition a success. Often merger or takeover fails because
there is no cultural integration between employees of both the companies.
Mere financial ratios, capital structures and market capitalisations do not
guarantee success of a merger or an acquisition. Cultural fusion between the
two companies is what is required. HR manager should be actively involved
at preliminary, taking over and post—take over stages. This involvement
ensures that people’s interests are well protected and there is a happy
marriage between the acquirer and the acquired.

Third, being part of the strategic management process, HR professionals
seek to answer the fundamental question: How to create an organisation to
accomplish business objectives? Business objectives may be stated in several
ways as financial targets, balanced score cards, visions, intents, missions,
aspirations, or goals. Regardless of the objective’s form or content, an
organisation must be created to make it happen. When HR professionals
work as strategic partners they work with line managers to institute and
manage a process that creates an organisation to meet business requirements.

How strategic human resource management can help an organisation is
best illustrated by Motorola’s experience. The MNC was a roller coaster
though 1980s, but fortunes changed and Motorola began losing its sheen in
1990s. It was then that the Motorola’s HR leadership team set out to create a
more powerful strategy. Their goals were to:

* Link HR practices to customer and shareholder requirements

* Help drive business unit strategy while promoting coordination strong

enough to have a multiplier effect on Motorola’s overall value

» Position Motorola as a more effective competitor



» Make Motorola’s cultural capabilities consistent with its desired market

place brand identity

» Engage the enthusiasm and support of management and employees

Motorola built a line of sight from investors and customers to its
management and employees though more powerful HR practices. Working
closely with senior line management, the HR leadership team identified the
culture that the increasingly competitive environment demanded. Through
this, the HR leadership provided a powerful agenda for integrating staffing,
performance management, training and development, structure, and
communications with common business focus and direction. This allowed
HR to maximise its impact on performance. No doubt, Motorola regained its
dominant position on the market.

Fourth, organisations can be categorised into three depending on whether
they are first in the market (prospectors), defending the present market share
(defenders), or enter once it is created, with an improved product moving to
become low cost produce themselves (analysers). Defenders, such as car
manufactures have a high volume, low cost and centralised strategy.
Prospectors are flexible and adaptive, such as software companies. Analysers
are companies such as low cost airlines which followed Easy Jet with a
similar offering. Strategy processes differ among these three types of
organisations: Defenders plan first, then act and evaluate; prospectors, act
first, then evaluate and finally plan; and analysers evaluate first, then act and
finally plan. Strategic HRM customises HR practise to suit the unique
requirements of each of these three strategies.

Fifth, the most significant benefit from SHRM relates to the creation of
organisational capability by ensuring that the firm has skilled, engaged,
committed and motivated employees who can render competitive advantage
to it.

Sixth, strategic HRM provides a sense of direction to an organisation in a
turbulent environment so that the business needs of the firm and the
collective and individual needs of its employees can be met by the
development and implementation of coherent and practical HR policies and
programmes.

BARRIERS TO STRATEGIC HRM



Though strategic HRM looks convincing and essential, several barriers
operate in the way of organisations taking to strategic orientation of their HR
functions. The first barrier relates to the tendency of most organisations adopt
a short-term mentality and focus on current performance. This is no surprise
since stakeholders, particularly shareholders, expect quick rewards and
executives need to live up to these expectations. Employees expect quick
rewards based on their performance but management might wait. The second
barrier relates to the inability of HR leaders to think strategically. They are
unable to go beyond their area of operation. Their knowledge about general
business functioning, their awareness about technological advancements and
their ability to convince colleagues in other department are limited. The third
barrier is that most senior managers lack appreciation for the value of HR and
its ability to contribute to the organisation from a strategic perspective. Many
understand only the conventional HR and fail to realise the contributions HR
can make as a strategic partner.

The fourth barrier is that some functional managers see themselves as HR
managers as well and are concerned more with technical aspects of their areas
of responsibility than the human aspects. As stated earlier, every line
manager is an HR head too. But in reality, the finance controller, for
example, fails to see beyond cash inflows and outflows, so also the
operations executive who is obsessed with inputs, outputs and the conversion
process.

The fifth barrier to strategic HR is the problem of quantifying many of the
outcomes and benefits of HR programmes. It is believed that many of the
outcomes of HR function are abstract-felt, but not seen. In an environment
where firms operate under pressure, what attracts everyone’s attention is an
activity that contributes to the bottom line. Anything else is shelved.

The sixth barrier to strategic HR is the fact that human assets are not
owned by organisations and, therefore, are perceived as a higher risk
investment than capital assets. Particularly, in a highly competitive
environment where key executive are poached from rivals, there is a tendency
to invest less in employees than in technology and information, which are
more proprietary. This mindset and approach prevents organisations from
realising the fact that it is the people who invent technology and it is human
brains behind revolution in informatics; and it is a competitive advantage to
invest in people. How can such firms adopt strategic approach to human



resources?

The seventh barrier is that strategic HR may be resisted because of the
insensitivity towards change that might arise. Taking a strategic approach to
HR may mean making drastic changes in the firm’s architecture. Not many
executives are prepared to accept such drastic changes.

The eighth, barrier to SHRM relates to the concern arising from non-
availability of HR professionals to staff themselves in HR departments,
consequent to integration of HR function with business strategy. HR
managers may be required to spend more time with top executives, travel
extensively and organise endless brainstorming sessions to formulate and
implement HR strategies. Loss to the HR department becomes gain to the top
management.

HR professional should not alienate himself/herself from his/her core
functions. He/she needs to spend more time with employees, and
subordinates; minimise travelling; avoid invites and temptations; go round
the shop floors; inspect washrooms; visit canteen; stroll on the lawns; and be
always available to listen to complaints and grievances, not one day, but
everyday. A wise HR executive strikes a fair balance between the demands of
strategic management, and requirements of own department and workforce.

The ninth barrier includes failure to understand the strategic needs of the
business, inadequate assessment of the environmental and cultural factors
that affect the contents of the strategies and the development of ill-conceived
and irrelevant initiatives may be because they are current fads or because
there has been an ill-digested analysis of best practices that do not fit the
organisation’s requirements. These problems are compounded when
insufficient attention is paid to practical execution problems, the important
role of line managers in implementing strategies, and the need to have
established supporting processes for the initiatives (e.g. performance
management to support performance-based pay).

The tenth, there is enough disconnect between the HR team and the
employees. The disconnect should not be allowed to escalate by distancing
from employees in the guise of bigger role in strategy management. The
disconnect is evident from what people generally talk about HR
professionals. Their grouse is on the following lines:

* HR professionals need to develop trust. How else we can value them.

* HR people use big words—change agents, strategists, evangelists. We



need to refer to dictionaries to understand what these concepts convey.

* HR has no people connect. One gets to meet them twice—when we join

and when we quit.

* HR is clueless about what we want. It is not in tune with our

requirements.

* HR first caters to itself, then thinks about us.

* HR interventions are purposeless, be it birthday greetings or birthday

cakes. Fig. 3.5 summarises the barriers to strategic HR.

Finally, employee mindset works against strategic thinking. For example,
tendency of long-serving employees to stick to the status quo, improper
perception of strategic initiatives by employers, particularly in large and
diverse organisations, resistance to accept non-routine initiatives, viewing
any new initiative as a threat, culture of inertia, and tendency to accept only
relevant initiatives.

Pause and Ponder

Whose side is the HR manager? Management? Employees? Public?
Family? Reply.

Short term mentality/focus on current performance
Inability of HR to think sirategically

Lack of appreciation of what HR can contribute
Every manager assuming the role of HR professional
Difficulty in quantifying many HR outcomes
Perception of human assels as higher risk invesimenits
Insensitivity towards change that might arise
Mon=availability of HR professionals

Adoption of inappropriate strategies

Disconnact with employees

Employee mindset

Fig. 3.5 Barriers to Strategic HR

TYPICAL HR STRATEGIES

A theoretical framework for strategic HRM has been given till now. It is



time we take a look at typical HR strategies that are aligned with business
plans. Strategies are several and may differ from firm to firm.

Before listing major HR strategies, it is advisable to explain the three
approaches to HR strategies: best fit, best practices, and resource based view.

The Best Fit Approach This approach emphasises that HR strategies should
be congruent with the context and circumstances of the organisation.
Believing in contingency theory, the best fit approach posits that there cannot
be ‘one-size-fits-all’ thinking. Environment keeps changing—political,
technological, economic and cultural forces are in a constant flux.
Consequently HR strategies should also change.

Best Practices Approach This approach is based on the thinking that one-
size-fits-all organisations and in all circumstances. The assumption is that
there is a set of best HRM practices that are universal in the sense that they
are the best in any situation, and that adopting them will lead to superior
organisational performance.

Resource-Based View (RBV) of the Firm Both best fit and best practices
approaches have been criticised. The best fit approach has been criticised for
its high reliance on the dynamic external forces at the cost of the firm,
particularly the unique characteristics and practices that might generate
competitive advantage. Alternatively, the best practices approach is being
criticised for being overly prescriptive and failing to take cognisance of
organisational diversity and changing environmental forces. RBV approach
contrasts with both these perspectives by adopting a contingent approach to
HR strategies, by focusing on the internal organisational resources of the firm
instead of on external context. Under the RBV view, it is the array of firm’s
resources, including its workforce that gives a firm its uniqueness and which
can be a significant source of sustainable competitive advantage. The array of
resources include experience, knowledge, judgement, risk taking propensity
and wisdom of individuals associated with the firm. For a firm’s resources to
have the potential to create sustainable competitive advantage, they must be
rare, valuable and non-substitutable and unimitable. To discover these
resources and capabilities, managers must look inside their organisation and
exploit them for the firm’s advantage.



While formulating HR strategies all the three perspectives need to be
considered. The Best Practices Approach cannot be followed in isolation
because one size does not fit all situations. But it conveys one clear lesson—
the HR head should have a set of HR practices which are well tested.
Commencing from there, refined or new strategies can be evolved. Similarly,
the Best Fit Approach cannot be applied in absolute sense. Its advocacy that
HR strategies should be formulated keeping external forces in view and such
practices are never static, is untenable. Constantly evolving new strategies
may result in rootles and chaotic situations. The RBV’s advocacy may not be
the final word on evolving HR strategies. Its emphasis on only internal
dynamics may cost dearly for a firm. Wise HR strategies should emerge
blending both internal and external compulsions.

Coming to the typical HR strategies, the following is the list but the list is
by no means comprehensive. It needs no emphasis that these strategies only
strengthen those already shown in Fig. 3.3.

* HR manger to command a seat for himself/herself in the core committee

responsible for evolving strategies.

* Design HR strategies to align with business strategies.

» Participate in the development of the organisation’s values, mission, and

business planning.

» Participate in decision-making processes, whether the subject relates to

finance, operations or marketing.

» Participate in business taskforces (e.g. ISO 9000).

 Programme management of workforce planning, skills assessment,

succession planning, diversity, retraining.

* Ensure that the alignment of HR strategies with business strategies is

carried to the logical end.

» Foster systems thinking/quality focus.

» Gain expertise in all functional areas which help participate actively in

decision-making processes.

* Involve in all the three phases of a merger or acquisition: preparation,

merger, and post-merger cultural integration.

 Educate managers to behave in ethically and socially responsible ways.

This can be achieved through workshops, courses, conferences and
seminars, mentoring programmes and executive coaching.

» Create and sustain new form of organisational structures with cultures



based on cooperation and collaboration.

» Build global teams that can handle problems of expatriation, diversity
and distances.

» Train local customer service/call centre staff in British or American
language and voice skills.

* Train local, indigenous managers in modern management techniques and
behaviours.

» Enhance the cultural competence of employees.

* Develop alliances with regional and national learning institutions and
promote life long learning orientation among all employees.

 Promote the role of informal groups and social networks as sources of
innovation and problem solving.

 Improve employee familiarity with technology-based knowledge
management systems through the utilisation of new technologies to
deliver e-learning programmes around the globe.

* Ensure that HR strategies are consistent with other functional strategies.

» Strategy formulation process should remain flexible and readily
adaptable to change.

SELECTING STRATEGIES TO ENHANCE
PERFORMANCE

HR strategies evolved in isolation are mere lofty statements on paper. To
serve their purpose — enhancing organisational performance — they must fit
with several other factors. Fit leads to better performance, and lack of it leads
to inconsistencies that reduce performance. Fit refers to the compatibility
between HR strategies and other dimensions of the organisation. Figure 3.6
depicts the desired compatibility between HR strategies and other
dimensions. As the figure shows, the potential of a HR to increase
organisational performance increases when:
* There is a better match between the HR strategy and the firm’s overall
organisational strategies
* There is more HR strategy attuned to the environment in which the firm
is operating
» The HR strategy is moulded to unique organisational features more



closely

* There is better HR strategy enabling the firm to capitalise on its
distinctive competencies

» More HR strategies are mutually consistent or reinforce one another.
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(Source: Luis R.Gomez-Mejia, etal, Human Resource Management, PHI, 2010, p.29)

Beyond HR Domain

Additionally, HR function can contribute to strategic plans and actions of the
firm in the following ways:

Encouragement of Pro-active Rather than Reactive Behaviour

Being pro-active means that the firm has a vision of where it wants to go 10
years hence, and has human resources who help it reach there. Being reactive
means confronting problems as they surface. By being reactive, the firm
tends to lose sight of the long-term direction. It is people who can make the
firm pro-active or allow it to simply ret on past laurels.



Explicit Communication of Goals

Generally, every firm shall have a goal and this must be communicated to all
the employees. Everyone should work towards reaching the goal. BHEL had
the objective of becoming a leader in its chosen area of heavy electricals. The
goal has been spread down the line and according to the CEO, “It is clearly
the zeal of people to work, systematic planning and corporate strategising
every five years that have made BHEL stand taller.” The role of HR manager
in formulating goals and communicating it to all is indeed crucial.

Stimulation of Critical Thinking

Managers often depend on their personal views and experiences to solve
problems and make decisions. The assumptions on which they make
decisions can lead to success if they are appropriate to the environment in
which the firm operates. However, serious problems can arise if the
assumptions are no longer valid.

The strategic HRM process can help a firm critically examine its
assumptions and determine whether the decisions that follow from those
assumptions need modification or need to be held back.

To strategise means to think critically. Analytical thinking helps an
individual question established practices, shed shibboleths, search for
alternatives and arrive at right courses of action. By being part of strategic
management process, HR manager can contribute to the critical thinking
process of employees.

Pause and Ponder

At times, SHRM involves questioning decisions of line managers. Is the
HR manger right?

Productivity as an HR Based Strateqgy

The more productive an organisation, the better is its competitive advantage.
Perhaps none of the resources used for productivity in organisations are as
critical as human resources. Many of the HR functions contribute to



productivity. Pay, appraisal systems, training, selection and job design are
HR activities that directly contribute to productivity.

Quality and Service are HR-based Strategies

Besides productivity, other factors which contribute to a firm’s competitive
advantage are quality and customer service. Quality can come from people,
and realising this companies are spending vast sum of money on quality
training. Since the early 1980s, companies have recognised the value of
W.Edward Deming’s theories as a way to improve quality. Deming’s 14
principles have served as the foundation for many quality improvement
initiatives, first in Japan and later in other parts of the globe.

Delivering excellent customer service is another approach to build
competitive advantage. Service begins with product design and includes
interaction with customers, so that customers’ needs are met. It is the
employees who matter in rendering service. As Fig. 3.7 shows, three of the
five dimensions of service are HR related.
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Fig 3.7 Customer Service Dimensions

SUMMARY

Strategic human resource management refers to aligning HR practices with
business plans. Five phases constitute the SHRM process. The five phases
are: scan the environment, identify sources of competitive advantages,



identify HR strategies, implement HR strategies, and monitoring and
evaluating effectiveness of the process. SHRM differs from conventional
HRM in several ways.

SHRM no doubt offers benefits to the organisation but there are barriers to
be encountered. One of the barriers relates to the disconnect between HR
management and employees.

There are typical HR strategies which speak about the application of
SHRM in real world. These strategies fall into any of the three approaches:
Best Fit Approach, Best Practices Approaches and Resource- Based View

SHRM goes beyond HR domain and many proactive roles to make the
business strategies realisable and realised.

KEY TERMS

Strategic HRM

Strategic management process
Competitive advantage

Human capital

Social capital

Barriers to SHRM

HR team and employee disconnect
Best-fit-approach

Best practices approach
Resource-based view approach

REVIEW QUESTIONS

1. What is SHRM? How does it differ from conventional HRM?
2. Define SHRM. Bring out its benefits and barriers.

3. Explain the SHRM process.

4. List the typical HR strategies.

5. What do you understand by the Best Fit Approach to SHRM?
6. Explain both Best Practices and RBV approaches to SHRM.

DISCUSSION QUESTIONS



1. Describe an organisation you know well. In what ways did its HR
policies and practices contribute to firm’s strategic management
process?

2. “HR managers should have a seat at the strategic management table, but
only when they earn it”. Discuss.

3. Why HR managers are getting alienated from grass root employees?
How can that be reversed?

COMPREHENSIVE CASE

As detailed in the earlier chapter, the HR strategy for Vybhav was driven
through the Corporate HR Team. The Corporate HR Team was entrusted
with the responsibility of binding the different divisions of Vybhav through
establishing a common HR vision that integrates with the corporate vision-
mission statement.

The vision statement of Vybhav reads thus: “To be the preferred
telecommunication solutions and services provider in the global community
by developing and maintaining the most modern and cost effective
telecommunication solutions for our customer”.

In order to optimise the HR cost and to provide better business
partnership, Renny Joseph and her team of HR Directors took the decision to
outsource the payroll processing and other HR operation related activities.
This freed up time of the HR team and the COE teams helped focus on
supporting the business with a single agenda of building and nurturing talent.
Transactional day to day activities on redressing policy and payroll related
queries and the cumbersome task of payroll processing were outsourced
through a service based contract with appropriate service level agreements,
on time and quality of service to be provided.

The HR Business Partners (HRBP) used to spend significant time
resolving payroll and HR policy related queries for the teams they supported.
The outsourcing vendor set up a 24/7 helpdesk to redress employee queries,
in addition to providing email-based support. With the outsourcing of this
activity the HRBPs could focus on the core HR mission and objectives as
below:

» Share information and resources more effectively between the divisions.

» Craft an overall talent strategy for Vybhav.



» Scale process/method to map competencies and identify skill gaps.
« Create strategic succession plans to develop talent and skill to establish
and maintain a high performance culture.

» Free up resources to focus on high-level talent management strategies.

The HR team began to spend more time with the line managers coaching
and building a strong foundation for nurturing talent. The newly launched
competency framework was championed by the HR team members
evangelising it across businesses. Getting the managers to use the
competency framework for hiring, recommending career progressions and for
promotions took a significant amount of time and effort.

Closing Case It is Good News Everywhere for Coca Cola

After fumbling in India for over a decade and losing the top slot to Pepsi,
the humbled cola giant is dreaming big again and rejigging its strategy
with a fresh zeal and sharper focus.

Why did the Cola giant fumble in the first place? Here are some
mistakes and learnings that Coca Cola has undergone in the past:

Globalisation Holds the Key

Coca Cola was among the bluest of blue MNCs to have entered India in
the 1990s. It was and still remains among the top five most powerful
brands and the largest beverage company in the world. A lot of that MNC
arrogance had a rub-off effect in the way it laid out its India strategy.
Snapping up the locally popular brands like Thums Up, Limca, Maaza to
kill competition, its brandbuilding exercise for the mother-brand was often
at the cost of the local ones. It was costly and often didn’t work. Thums Up
remains a very strong brand in southern states like Andhra Pradesh and in
fact in the Brand Equity Most Trusted Brands listing, it ranks 34—much
higher than Coca Cola’s 42" ranking. As the company redraws its India
plans, it promises to be far more rooted to the realities like having more
local insights, promoting local drinks like Aam Panna and localised
variants like Sprite—Jal Jeera.

Delegate, Empower and Be Patient



Five CEOs in a decade, a high employee turnover of 30%, Coca Cola India
was in a chaos as constant churn at the top took its toll. “Every time a new
CEO took over, he drew out a new strategy and a fresh game plan to win
the market”, recalls a Delhi-based ex-employee. Lack of confidence and
patience from the headquarters only made matters worse. “The short-term
approach to show quick results was taking its toll,” recalls a Bangalore-
based ex-employee who was involved in operations.

Worse, with $1 billion of investments and having written off $450
million assets in 2000, penny conscious Coca Cola headquarters began
micromanaging issues like hikes. Recalls a senior HR executive who
worked in the eastern region: “No hikes above 10% at any level—we got
the message from the US headquarter”. Everything was in a flux—not just
in people leaving, in roles too changing frequently. There wasn’t much
flexibility that the HR department had in managing people.

Slowly, Mr. Singh (CEO, Coca Cola, India) and his team are helping
win back the staff confidence here and getting some freedom from the
Atlanta headquarters. “When I came, there were complains of low salaries.
We undertook a transparent benchmarking study to fix that”, he says.
Multiple channels for dialogues have been opened up. Every month now,
there is an open house meeting where all employees at the headquarters
can air their concerns and issues. “We are trying to bring down the
decision-making process”, says Mr. Singh.

Soften that MNC Arrogance

Being the world’s most powerful brand had its flipside. Every time there
was a problem, the company pointed a finger elsewhere. “We were in
denial mode”, says a senior company executive. “Earlier, we spent more
time defending ourselves”, says a candid Mr. Singh. Despite aggressive
efforts it realised that in a sensitive business of food and drinks, scientific
data matter, but perceptions matter more. “No matter what you did, it
(pesticide issue) was a losing proposition”, says a senior ad industry
executive. “You could only side-step it to minimise the damage”, he adds.
The company too seems to have figured that out. “Let’s focus on solutions
instead of debating if we are part of the issue or not”, says Singh. Coca
Cola is trying to move beyond the blame game and has learnt to be more



constructive.
Engage Beyond Business

For both Pepsi and Coca Cola the world was small and their attention very
focused on each other. Just then CSE, an NGO, expanded and complicated
their business playfield in India. Suddenly their MNC tag became a noose
as the cola glitz and glamour gave way to pesticide, pollution, and
groundwater depletion controversies. Having learnt lessons the hard way,
Coca Cola is now opening up multiple channels of dialogue and
engagement with the community it is operating in. It is setting up a Coca
Cola Foundation that will engage in a variety of developmental work. To
help create employable talent, it is setting up Coca Cola Retail University
that will train sales staff. It organises rural games with a consortium of
Indian farmers in the South. Water conservation and recycling have
become its pet projects even as it aspires to become a net zero water user
by 2009 in India. “We want to build a sustainable business model in
India”, says Singh.

Perhaps, the highs of the past may never return. India and Indians’
fascination for the West and MNC brands like Coca Cola today may have
more earthy—rather than heady—appeal. Of course, the brand itself has
come down from its pedestal. “Coca Cola was an insignificant product
delivered spectacularly”, says an ad industry veteran. The celebrity
endorsements, ad campaigns and their cricket-connect made them glitzy
and desirable. “Soon, they came to be seen as frivolous without being
pleasurable”, he adds, just when “cooler” brands like Google and Nokia
overtook it. From such lows, a company can only go up. Coca Cola India is
already beginning to. Hopefully, Atlanta’s confidence in India’s growth
story will be strong and long-term. And that the global beverage leader—
after a slew of bad publicity and poor business track record—has gained a
humble confidence to chalk up a successful business in India. For a
company with such a difficult past in India, this may yet be early days.

But the management is upbeat. Neville Isdell, chairman and CEO of
Coca Cola, said its India arm registered a double-digit growth in the first
quarter this year after a series of negative growth. Earlier in Atlanta it
announced that India will be the No. 3 market for the company. The



company will invest close to $250 million in the next three years—and this
is just the beginning. Today things are working for the company. For the
CEQ, it is good news everywhere.

This could well be the third awakening in India for the world’s largest
beverage company. (Forced out of India in the 1970s, Coca Cola re-entered
in 1993 sinking in $1 billion in over a decade. It began losing its fizz since
2003 when pesticide allegations first surfaced.) But finally, after negative
sales growth on the back of public backlash, surging attrition (around 30%)
and internal chaos, the company seems to be steadying its feet in the Indian
market.

As HR manager, what role do you carve for yourself in making Coca
Cola a number one cola company in India?
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Chapter 4

Human Resource Planning

Learning Objectives

After reading this chapter you should have a good understanding of:

* The nature and importance of HR planning.

* The factors affecting personnel planning.

» The employee planning process, delineate different stages in the process
and describe each step.

* The prerequisites for successful planning and list the various barriers which
render planning ineffective.

Opening Vignettes

HRP? NO, THANK YOU.

This has been the attitude of several organizations, more so in universities.
Facts speak louder. It was late 1990s. A reputed South Indian University
appointed 218 people on temporary basis as Group ‘D’ and Group ‘C’
employees (all in administration, typically called non-teaching). They were
initially paid ¥750 per month each, which was later increased to ¥1575 per
month. These appointments were made though there was no need for
additional staff. Infact, the university already had surplus of theses employees
who together have been eating away 22 percent of the annual budget
allocations.

33 percent of these temporary staff have already put in more than 10 years
of service and the remaining, a couple of years less. The services of 35
percent of them were renewed six monthly with a break of one day each time.



The services of 65 percent of the temporary employees were extended “until
further order”. In the past ten plus years, that “further order” never came.

The procedure followed to appoint these 218 was slipshod. You only
needed to go to the ViceChancellor with a white paper with the name of the
prospective employee being scribbled on it. He or she would be taken in.

The conscience of the authorities is now pricked. They have realised their
guilt of violating Equal Remuneration Act and suppressing the human rights.
What to do with these 218 temporary staff who have been slogging for years
drawing wages which are a pittance?

The university can dismiss services of 35 percent of the temporary staff as
there have been breaks in their services. Do you think these people will take
such dismissals easily and lightly? Where is the guarantee that some of them
will not commit the same act as Khan and Dalvi did (see opening case to the
first chapter). Can an educational institution act like business enterprise and
hire and fire people?

With regard to the 65 percent of the transient staff, the University cannot
possibly terminate their services, as there were no breaks.

Recently, the university made a decision to regularise the services of the
provisional employees as and when vacancies arise—vacancies arising on
retirement or death of permanent staff. Right now, there are 50 of such
vacancies and these would be filled up soon. This would cost the university
an extra expenditure of ¥30 lakh per annum. When the remaining are also
regularised, the extra drain on the university exchequer would be ¥1.2 crores
per annum!

When reminded about human resource planning and about its need,
prompt came the reply from an employee who is going to be benefited shortly
—”Human Resource Planning? No. Thank You".

As described in the previous chapter, HR strategy is designed in tune with
business strategy. In other words, HR strategy should subserve the interests
of the organisation, translating firm’s goals and objectives into a consistent,
integrated, and complimentary set of programmes and policies for managing
people.

This does not mean that strategic HR is reactive in nature. Though, HR
strategy follows business strategy, the former is developed in a proactive



manner, with HR staff attempting to design and develop appropriate HR
systems to meet the anticipated conditions under which the business is
functioning. The HR executive, as a member of the top level strategic team,
should be involved in corporate and business unit strategies, their formulation
and execution. HR needs to inform the top management team of the skills and
capabilities of the firm’s employees and how they might impact strategic
plans.!

The first part of human resource strategy is HRP (The second part of HR
strategy—work design—will be covered in the next chapter). All other HR
activities such as employee hiring, training and development, remuneration,
appraisal and labour relations are derived from HRP. This chapter is devoted
for a detailed discussion of the nature of HRP, factors influencing HRP, and
HRP process.

NATURE OF HRP

HRP is the process of forecasting a firm’s future demand for, and supply
of, the right type of people in the right number.

In simple words, HRP is understood as the process of forecasting an
organisation’s future demand for, and supply of, the right type of people in
the right number. It is only after this that the HRM department can initiate the
recruitment and selection process. HRP is a sub-system in the total
organisational planning. Organisational planning includes managerial
activities that set the company’s objectives for the future and determines the
appropriate means for achieving those objectives.? As an integrated part of
strategic management, HRP is variously called strategic manpower planning,
or employment planning.

The expression manpower planning was prevalent during the mid-
twentieth century, where statistical techniques were used to forecast and plan
future employment needs. As an days went by, the scope of HRP widened
and the term manpower planning could not capture the widened scope of
planning. Hence, the contemporary term HRP. We may assume that HRP and
employment planning convey identical meaning. However, employment
planning is not found in popular usage.



Evolving Nature of HRP

Overtime, the role of HRP has evolved from that of mere projecting HR
needs towards a strategic one. Earlier, HRP was a routine and isolated
activity. But now it is aligned with business strategy. Scope of HRP has also
widened with the passage of time. From mere projection of HR needs, HRP
now is taken as the base for all other HR activities (See also Fig. 4.1).

Traditional Scope of HRP Evolving Scope of HRP

Marrow, and reactive Broad and proactive

Done once in a year Carried on quarterly basis

Administrative activity carried on in isolation Strategic activity integrated with business

Co-ordination with local newspapers, agencies strategy

and relationships Strategic alliances with recruiting firms, and

Hire considering current skills and experience ::L?ETW university, leveraging internet as a

Hire focusing on assessment of individual
potential

Fig 4.1 Evolving Role of HRP

IMPORTANCE OF HRP

The fact that HRP is integrated with business strategy speaks volumes about
the significance of HRP. The following points elaborate the role of HRP in
today’s organisations.

Personnel Needs Taken care of

Basically, HRP gives the number and type of people required in the coming
period. When these numbers are adhered to, organisations will be assured of
the right number and the right type of employees. In the absence of HRP,
organisations tend to run the risk of shortage or problem of surplus labour
force. This was the scenario post-economic reforms in India. Suddenly,
organisations realised that they had excess headcount than what was required.
For nearly one decade, there were downsizing, restructuring and re-layering
of organisations both in public sector and private sector.

Part of Strategic Planning



As pointed out in Chapter 3, HR management must become an integral part
of strategic management process. All activities of HRM—planning, hiring,
training, remunerating and maintaining—must be merged with strategic
management.

HR planning can become part of strategic planning at two ends. At the
beginning of strategic planning, HRP provides a set of inputs into the
strategic formulation process in terms of deciding whether the types and
numbers of people are available to pursue a given strategy. At the end of
strategic planning process, HRP is relevant in terms of implementation
concerns. Once the strategy is set, executives need to make resource
allocation decisions, including those pertaining to structure, processes and
human resources.

In most successful companies there is virtually no distinction between
strategic planning and HRP; the planning cycles are the same and HR issues
are seen as inherent in business management. HR managers are important
facilitators of the strategic planning process and are viewed as important

contributors to carve the organisation’s future.3

creating Highly Talented Personnel

As was mentioned earlier, jobs are becoming highly intellectual and
incumbents are getting vastly professionalised. L&T, an engineering giant,
has MBAs, engineers and technicians who collectively constitute 70 per cent
of the total employee strength of 20,000. The HR manager must use his/her
ingenuity to attract and retain qualified and skilled personnel.

Qualified and competent people are known for job hopping, thereby
creating frequent shortages in the organisation. Manpower planning helps
prevent such shortages. Furthermore, technology changes will often upgrade
some jobs and degrade others. Indian Telephone Industries (ITI) had a
stronger technology to start with, which later developed into crossbar
telephone system. This was later changed to electronic technology. Jobs
created and people hired when old technologies were in use became extinct,
obsolete and redundant. ITI, being a public sector undertaking, could not
retrench its workers, and were subsequently retrained and redeployed to
supervise the electronic system now in use. Jobs became highly technical
necessitating hiring of engineers who had majored in electronics. So, I'TI had



no use of engineers with civil or mechanical engineering as major. Thus, ITI
is in a tight spot so far as shop-floor workers are concerned, whose number is
more than the demand for them. Even with regard to electronics engineers,
the company is not in a comfortable position. With its existing compensation
scheme, ITI is not in a position to attract talented people. This situation could
have been avoided if ITI had done HRP."

HRP facilitates succession planning-finding a replacement for a retiring
executive. Quick replacement ensures continuity of business. Any delay leads
to lobbying, speculation, gossiping, confusion and lowering productivity.
Replacement planning generates two questions and HRP answers them:

» Who will replace the outgoing CEO?

* From which pool of talent will the incumbent be selected and how will

he/she be groomed?

Pause and Ponder

The HR manager of SSS (Pvt) Ltd., is finding it difficult to retain talent as
all the top positions are held by owner’s relatives. What can she do?

International Strategies

International expansion strategies depend upon HRP. The department’s
ability to fill key jobs with foreign nationals and the re-assignment of
employees from within or across national borders is a major challenge facing
international businesses. With the growing trend towards global operation,
the need for HRP will grow, as well as the need to integrate HRP more
closely into the organisation’s strategic plans. HRP will grow increasingly
important as the process of meeting staffing needs from foreign countries and
the attendant cultural, language, and developmental considerations grow
complex. Without effective HRP and subsequent attention to employee
recruitment, selection, placement, development and career planning, the
growing competition for foreign executives may lead to expensive and

strategically-disruptive turnover among key decision makers.*

Foundation for Personnel Functions



As stated earlier, HRP provides essential information for designing and
implementing personnel functions, such as recruitment, selection, personnel
movement (transfers, promotions, layoffs) and training and development.®

HRP document is of great help in preparing job description and job
specification and also in employee hiring. The fundamental duty of any HR
department is to hire right people for right jobs. The perfect match between
job and ability can be ensured when there is clarity about the competencies
expected of a hiree. HRP provides this clarity. It provides enough inputs for
the training department to design an appropriate training programme. HRP
exercise shall be useful to review compensation practices and packages which
would help attract and retain talent. Benefits and incentives may also be
reviewed in the light of the HRP document. Linking incentives to
performance may lead to embarrassing situations. Lured by higher incentives,
production department may turnout more output and without matching off-
take, leading to stock-piling. Similarly, sales team is earning exceptional
incentives but the market share of the company has not improved. Such
incentives need to be revised. What needs reconsideration is the mix of fixed
and variable components in the total compensation. The prevailing practice is
60:40 (60 per cent fixed and variable is 40 per cent), but the move is to make
it 50:50. Decisions on all these issues can be made keeping HRP document as
the starting point.

Developing global leaders is yet another contribution from HRP. MNCs
like Microsoft, Toyota and IBM have well set policies and procedures to
identify potential talent and rotate such people globally so as to enable them
to become world class leaders. HRP helps in identifying talent, making a list
of vacant global assignments and preparing action plans for rotation.

Pause and Ponder

Paul, the subordinate to James, the production head, is always asking when
he is getting promoted, but James feels, Paul is not fit for promotion. What
can James do to prevent Paul from pestering?

Increasing Investments in Human Resources



Another compelling reason for HRP is the investment an organisation makes
in its human resources. Human assets, as opposed to physical assets, can
increase in value. An employee who gradually develops his/her skills and
abilities becomes a more valuable resource. Because an organisation makes
investments in its personnel either through direct training or job assignments,
it is important that employees are used effectively throughout their careers.
The rupee value of a trained, flexible, motivated and productive workforce is
difficult to determine, although attempts are being made to do so, as in HR
accounting (HRA).® An increasing number of executives are acknowledging
that the quality of the work force can be responsible for significant
differences in short-run and long-run performances.

Pause and Ponder

How is the intellectual capital of your class or organisation? How is it
evaluated?

Resistance to Change and Move

There is a growing resistance among employees to change and move. There
is also a growing emphasis on self-evaluation and on evaluation of loyalty
and dedication to the organisation. All these changes are making it more
difficult for the organisation to assume that it can move its employees around
anywhere and anytime it wants, thus increasing the importance and necessity
of planning ahead.”

Unite the Perspectives of Line and Staff Managers

HRP helps unite the perspectives of both line as well as staff managers.
Although HRP is initiated and executed by the corporate HR staff, it requires
the input and cooperation of all managers within an organisation. No one
knows better the needs of a particular unit or department than an individual
manager responsible for the area. Communication between HR staff and line
managers is essential for the success of HR planning initiatives.?



Other Benefits

Following are other potential benefits of HRP: 1. Upper management has a
better view of the HR dimensions of business decision; 2. Personnel costs
may be less because the management can anticipate imbalances before they
become unmanageable and expensive; 3. More time is provided to locate
talent; 4. Better opportunities exist to include women and minority groups in
future growth plans; 5. Better planning of assignments to develop managers
can be done;® and 6. Major and successful demands on local labour markets
can be made.

FACTORS AFFECTING HRP

HRP is influenced by several considerations. The more important of them
are: (i) type and strategy of organisation, (ii) organisational growth cycles and
planning, (iii) environmental uncertainties, (iv) time horizons, (v) type and
quality of forecasting information, (vi) nature of jobs being filled, and (vii)
off-loading the work (see Fig. 4.2).19
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Fig. 4.2 Factors Affecting HRP

Type and Strategy of organisation

The type of organisation determines the production process involved and
the number of staff retained. In addition, the strategic plan of the
organisation defines its HR needs.



The type of organisation is an important consideration because it determines
the production processes involved, number and type of staff needed, and the
supervisory and managerial personnel required. Manufacturing organisations
are more complex in this respect than those that render services.

The strategic plan of the organisation defines the organisation’s HR needs.
For example, a strategy of organic growth means that additional employees
must be hired. Acquisitions or mergers, on the other hand, probably mean
that the organisation will need to plan for layoffs, since mergers tend to
create, duplicate or overlapping positions that can be handled more efficiently
with fewer employees.

Primarily, the organisation decides either to be proactive or reactive in
HRP. It can either decide to carefully anticipate the needs and systematically
plan them to fill them far in advance, or it can simply react to needs as they
arise. Of course, careful planning to fill HR needs better helps ensure that the
organisation obtains the right number of HR people with proper skills and
competencies when they are needed.

Similarly, the organisation must determine the breadth of the plan.
Essentially, the organisation can choose a narrow focus by planning in only
one or two HR areas, such as recruitment or selection, or it can choose a
broad focus by planning in all areas including training, remuneration and so
on.

The organisation must also decide upon the formality of the plan. It can
decide to have an informal plan that lies mostly in the minds of the managers
and personnel staff. Alternatively, the organisation can have a formalised
plan which is clearly spelt out in writing, backed by documentation and data.

Finally, the organisation must make a decision on flexibility—the ability
of the HR plan to anticipate and deal with contingencies. No organisation
likes high levels of uncertainty. Organisations seek to reduce uncertainty by
planning, which includes forecasting and predicting possible future
conditions and events. HRP can contain many contingencies, which reflect
different scenarios thereby assuring that the plan is flexible and adaptable.

Figure 4.3 summarises these five major choices faced by the organisations
in strategic HRP. An organisation will often tend to be to the left or to the
right on all continua rather than to the left on some and to the right on other,

although there could be exceptions.!! A company could be at one end of the



extreme on some plan characteristics and at the other end on other.
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Fig. 4.3 Continual Strategic Choices in Human Resource Planning

Source: Adapted from Strategic Human Resource Management by William P.
Anthony, et al., p. 181.

Organisational Growth Cycles and Planning

The stage of an organisation’s growth can have considerable influence on
HRP. Small organisations in the embryonic stage may not have personnel
planning.

Need for planning is felt when the organisation enters the growth stage.
HR forecasting becomes essential. Internal development of people also
begins to receive attention in order to keep up with the growth.

A mature organisation experiences less flexibility and variability. Growth
slows down. The workforce becomes old as few younger people are hired.
Planning becomes more formalised and less flexible and innovative. Issues
like retirement and possible retrenchment dominate planning.

Finally, in the declining stage, HRP takes a different focus. Planning is
done for layoff, retrenchment and retirement. Since decisions are often made
after serious financial and sales shocks are experienced by the organisation,
planning is often reactive in nature.

Pause and Ponder



A five year old firm finally broke even in the fifth year of its existence. For
the sixth year business plan, the management wants to double the firm’s
headcount to meet the business goals. What do you suggest?

Environmental Uncertainties

HR managers rarely have the privilege of operating in a stable and
predictable environment. Political, social and economic changes affect all
organisations. Personnel planners deal with environmental uncertainties by
carefully formulating recruitment, selection, and training and development
policies and programmes. Balancing mechanisms are built into the HRM
programme through succession planning, promotion channels, layoffs,
flexitime, job sharing, retirement, VRS and other personnel related

arrangements. 12

Time Horizon

Yet another major factor affecting personnel planning is the time horizon.
On one hand, there are short-term plans spanning six months to one year. On
the other hand, there are long-term plans which spread over three to twenty
years. The exact time span, however, depends on the degree of uncertainty
prevailing in an organisation’s environment. Plans for companies operating in
an unstable environment, computers for example, must be for a short
period.!3 Plans for others where environment is fairly stable, for example a
university plan, may be long-term. In general, the greater the uncertainty, the
shorter the plan’s time horizon and vice versa. Table 4.1 summarises the
degree of uncertainty and the length of the plan period.

Table 4.1 Degree of Uncertainty and Length of Planning Period

Short Planning Period— Long Planning Period—
Uncertainty/Instability Certainty/Stability
Many new competitors Strong competitive position

Rapid changes in social and Evolutionary, rather than




economic conditions rapid social, political and
technological change

Unstable product/service demand Stable demand patterns

patterns

Small organisational size, poor Strong management

management practices (Crisis practices.

management)

Source: Elmer H. Burack and Nicholas J. Mathis, Human Resource Planning—A
Pragmatic Approach to Manpower Staffing and Development, Illinois, Brace-Park
Press, 1987, p. 129.

Type and Quality of Information

The information used to forecast personnel needs originates from a multitude
of sources. A major issue in personnel planning is the type of information
which should be used in making forecasts. Table 4.2 illustrates the type and
levels of forecasting information useful to personnel planners.

Closely related to the type of information is the quality of data used. The
quality and accuracy of information listed in Table 4.2 depend upon the
clarity with which the organisational decision makers have defined their
strategy, organisational structure, budgets, production schedules and so forth.
In addition, the HR department must maintain well-developed job-analysis
information and HR information systems (HRIS) that provide accurate and
timely data.'* Generally speaking, organisations operating in stable
environments are in a better position to obtain comprehensive, timely and
accurate information because of longer planning horizons, clearer definition
of strategy and objectives, and fewer disruptions.

Table 4.2 Levels of HRP Information



Strategic Information

General Organisational

Information

Specific Information
Necessary for HRP

Product mix

Customer mix

Competitive emphasis
Geographic limits of market

Organisational structure
Information flows

Operating and capital budgets
Functional area objectives
Production schedules
Distribution channels

Sales termitories

Production processes

Level of technology

Planning horizons

Job analysis

Skills inventories

Management inventories

Available training and
development programmes

Recruitment sources

Labour market analysis

Compensation programmes

Constitutional provisions
and labour laws

Retirement plans
Turmnover data

Source: Leap & Crino, Personnel/Human Resource Management, p. 161.

Labour Market

Labour market comprises people with skills and abilities that can be tapped
as and when the need arises. Thanks to the mushrooming of educational,
professional and technical institutions adequately trained human resource is
always available on the market. Nevertheless, shortages do occur. For
example, the Confederation of Indian Industry (CII) estimates that by 2015,
India will be requiring 30 million additional skilled workers in sectors such
as health care, banking and financial services, retail, auto and construction. It
is doubtful whether so many skilled workers would be available in the
country.

When one talks about labour supply, the following deserve due
consideration:

» The size, age, sex and educational composition of the population

» The demand for goods and services in the country

* The nature of production technology

« Employability of the people

Outsourcing

Outsourcing of non-critical activities

ancillarisation determines HRP

through subcontracting or



Several organisations outsource part of their work to outside parties either in
the form of sub-contracting or ancillarisation. Outsourcing is a regular feature
both in the public sector as well as in the private sector. Most organisations
have surplus labour and they do not want to worsen the problem by hiring
more people. Hence, the need for off-loading.

Some organisations are known to carry the concept of off-loading to
ridiculous lengths. One of the Bangalore-based public sector undertakings
outsources major part of its work, and in the process, the regular employees
sit idle. Kickbacks from owners of ancillary units are the cause for such
ancillarisation. HRP is rarely required in such circumstances.

Pause and Ponder
Triple X Ltd. decides to outsource majority of its HR activities. What to do
with the present HR staff?

THE PLANNING PROCESS

HRP essentially involves forecasting personnel needs, assessing personnel
supply and matching demand-supply factors through personnel-related
programmes. The planning process is influenced by overall organisational
objectives and the environment of business. Figure 4.4 illustrates the
planning process.
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Fig. 4.4 The HRP Process

Environmental Scanning

Environmental scanning refers to the systematic monitoring of the external
forces influencing the organisation. Managers monitor several forces but the
following are pertinent for HRP:
 Economic factors, including general and regional conditions.
* Technological changes, including robotics and automation.
» Demographic changes, including age, composition and literacy.
* Political and legislative issues, including laws and administrative
rulings.
* Social concerns, including child care, and educational facilities and
priorities.
By scanning the environment for changes that will affect an organisation,
managers can anticipate their impact and make adjustments early.

Organisational Objectives and Policies



HR plans need to be based on organisational objectives. In practice, this
implies that the objectives of the HR plan must be derived from
organisational objectives. Specific requirements in terms of number and
characteristics of employees should be derived from the organisational
objectives.

As was stated in the previous chapter, organisational objectives are
defined by the top management and the role of HRP is to subserve the overall
objectives by ensuring availability and utilisation of human resources.

Once the organisational objectives are specified, communicated and
understood by all concerned, the HR department must specify its objectives
with regard to HR utilisation in the organisation. In developing these
objectives, specific policies need to be formulated to address the following
questions:1°

1. Are vacancies to be filled by promotions from within or hiring from

outside?

2. How do the training and development objectives interface with the HRP

objectives?

3. What union constraints are encountered in HRP and what policies are

needed to handle these constraints?

4. How to enrich employee’s job? Should the routine and boring jobs

continue or be eliminated?

5. How to downsize the organisation to make it more competitive?

6. To what extent production and operations be automated and what can

be done about those displaced?

7. How to ensure continuous availability of adaptive and flexible

workforce?

HR Demand forecast

Demand forecasting is the process of estimating the future quantity and
quality of people required. The basis of the forecast must be the annual
budget and long-term corporate plan, translated into activity levels for each
function and department. In a manufacturing company, the sales budget
would be translated into a production plan giving the number and type of
products to be produced in each period. From this information, the number of
hours to be worked by each skilled category to make the quota for each



period, would be computed.'® Once the hours are available, determining the
quality and quantity of personnel will be the logical step.

Demand forecasting must consider several factors—both external as well
as internal. Among the external factors are competition (foreign and
domestic), economic climate, laws and regulatory bodies, changes in
technology, and social factors. Internal factors include budget constraints,
production levels, new products and services, organisational structure, and
employee separations. Demand forecasting is common among organisations,
though they may not do personnel-supply forecasting.

Demand forecasting is the process of estimating the quantity and quality
of people required to meet future needs of the organisation.

There are several good reasons to conduct demand forecasting.!” It can
help: (i) quantify the jobs necessary for producing a given number of goods,
or offering a given amount of services; (ii) determine what staff-mix is
desirable in the future; (iii) assess appropriate staffing levels in different parts
of the organisation so as to avoid unnecessary costs; (iv) prevent shortages of
people where and when they are needed most; and (v) monitor compliance
with legal requirements with regard to reservation of jobs.

Forecasting Techniques Forecasting techniques vary from simple to
sophisticated ones. Before describing each technique, it may be stated that
organisations generally follow more than one technique. The techniques are:

1. Managerial judgement

2. Ratio-trend analysis

3. Regression analysis

4. Work study techniques

5. Delphi technique

6. Flow models

7. Others (See Fig. 4.5)
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Fig. 4.5 Techniques of HR Demand Forecasting

Managerial Judgement This technique is very simple. In this, managers sit
together, discuss and arrive at a figure which would be the future demand for
labour. The technique may involve a ‘bottom-up’ or a ‘top-down’ approach.
In the first, line managers submit their departmental proposals to top
managers who arrive at the company forecasts. In the ‘top-down’ approach,
top managers prepare company and departmental forecasts. These forecasts
are reviewed with departmental heads and agreed upon. Neither of these
approaches is accurate—a combination of the two could yield positive
results. In the ‘bottom-up’ and ‘top-down’ approaches, departmental heads
are provided with broad guidelines. Armed with such guidelines, and in
consultation with the HRP section in the HRM department, departmental
managers can prepare forecasts for their respective departments.
Simultaneously, top HR managers prepare company forecasts. A committee
comprising departmental managers and HR managers will review the two
sets of forecasts, arrive at unanimity, which is then presented to top managers
for their approval. Table 4.3 is a typical forecast prepared using this
technique. Needless to say, this technique is used in smaller organisations or
in those companies where sufficient data-base is not available.

Table 4.3 Staff Forecast Form



Categoryol Stafl - ol e s | R R s S e

during the period

Staff Members and Movemenis No. of Stafff Remarks
fo be Provided
1. Number of staff at 1.1 Age groups:
(excluding known resignations) 75 —  Under 25 30
25-34 20
3544 15
45 and over 10
(dates fo be specified)
2. (a) Expected retirements,
transfers out and
promotions during year 8
(b) Less expected transfers in,
promotions and new
appointments already made 3 5
3. (a) Number of staff Increase in number to
required on 1 January, be substantiated by
next year 80 O&M report
(b) Less present staff 75 5
4. Expected staff losses due to Estimated by age groups:
normal wastage of existing Under 25 12
staff 15 15 25-34 2
35—44 1
45 and over =
5. Expected losses of staff to be 5 5 Short service staff
recruited in the pericd turnover at 20% of 25
(events 2 + 3 + 4 above)
6. Total staff to be provided 30 5 to be recruited by 1 February,

others to be programmed later

Ratio-trend Analysis This

is the quickest forecasting technique. The
technique involves studying past ratios, say, between the number of workers
and sales in an organisation and forecasting future ratios, making some
allowance for changes in the organisation or its methods. Table 4.4 shows
how an analysis of actual and forecast ratios, between the number of routine
proposals to be processed by an insurance company’s underwriting
department and the number of underwriters employed could be used to

forecast future requirement.!8

Ratio trend analysis involves studying past ratios and forecasting future
ratios making some allowances for changes in the organisation or its

methods.




Regression Analysis This is similar to ratio-trend analysis in that forecast is
based on the relationship between sales volume and employee size. However,
regression analysis is more statistically sophisticated. A firm first draws a
diagram depicting the relationship between sales and workforce size. It then
calculates regression line—a line that cuts right through the center of the
points on the diagram. By observing the regression line, one can find out
number of employees required at each volume of sales (see also Fig. 4.6).

Table 4.4 Demand Forecast—Inspectors

No. of Employees Ratio
Year FProduction Inspector  Inspector : Production
=3 1500 150 140
Actual =2 1800 180 1:10
Last year 2000 180 1: 1
Next year 2200° 200t 1: 11
Forecast +2 2500° 210t 1:12
+3 2750 230t 1:12
‘Calculated by reference to forecast activity levels.
fCaleulated by applying forecast ratio to foracast activity levels.

Source: Tables 4.3 and 4.4 are based on A Handbook of Personnel Management
Practices by Michael Armstrong, pp. 208—209.
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Fig. 4.6 Regression line Showing Relationship between Sales and Employee Size

Work-study Techniques Work-study techniques can be used when it is
possible to apply work measurement to calculate the length of operations and
the amount of labour required. The starting point in a manufacturing
company is the production budget, prepared in terms of volumes of saleable
products for the company as a whole, or volumes of output for individual
departments. The budgets of productive hours are then compiled using
standard hours for direct labour. The standard hours per unit of output are
then multiplied by the planned volume of units to be produced to give the
total number of planned hours for the period. This is then divided by the
number of actual working hours for an individual operator to show the
number of operators required. Allowance will have to be made for
absenteeism and idle time. Following is a highly simplified example of this

procedure:!®
1. Planned output for next year 20,000 units
2. Standard hours per unit 5
3. Planned hours for the year 1,00,000
4. Productive hours per man/year (allowing normal 20,000 units
overtime, absenteeism and idle time)
5. Number of direct workers required (3/4) 50

Work-study techniques for direct workers can be combined with ratio-
trend analysis to forecast for indirect workers, establishing the ratio between
the two categories. The same logic can be extended to any other category of
employees.

Delphi Technique Named after the ancient Greek Oracle at the city of
Delphi, the Delphi technique is a method of forecasting personnel needs. It
solicits estimates of personnel needs from a group of experts, usually
managers. The HRP experts act as intermediaries, summarise the various
responses and report the findings back to the experts. The experts are
surveyed again after they receive this feedback. Summaries and surveys are
repeated until the experts’ opinions begin to agree. The agreement reached is
the forecast of the personnel needs. The distinguishing feature of the Delphi
technique is the absence of interaction among experts.



Flow Models Flow models are very frequently associated with forecasting
personnel needs. The simplest one is called the Markov model. In this
technique, the forecasters will:?°

1. Determine the time that should be covered. Shorter lengths of time are
generally more accurate than longer ones. However, the time horizon
depends on the length of the HR plan which, in turn, is determined by
the strategic plan of the organisation.

2. Establish categories, also called states, to which employees can be
assigned. These categories must not overlap and must take into account
every possible category to which an individual can be assigned. The
number of states can neither be too large nor too small.

3. Count annual movements (also called ‘flows’) among states for several
time periods. These states are defined as absorbing (gains or losses to
the company) or non-absorbing (change in position levels or
employment status). Losses include death or disability, absences,
resignations and retirements. Gains include hiring, rehiring, transfer and
movement by position level.

4. Estimate the probability of transitions from one state to another based
on past trends. Demand is a function of replacing those who make a
transition.

There are alternatives to the simple Markov model. One, called the semi-
Markov, takes into account not just the category but also the tenure of
individuals in each category. After all, likelihood of movement increases
with tenure. Another method is called the vacancy model, which predicts
probabilities of movement and number of vacancies. While the semi-Markov
model helps estimate movement among those whose situations and tenure are
similar, the vacancy model produces the best results for an organisation.

Markov analysis is advantageous because it makes sense to decision
makers. They can easily understand its underlying assumptions. They are,
therefore, likely to accept results. The disadvantages include:

(i) heavy reliance on past-oriented data, which may not be accurate in periods
of turbulent change, and

(ii) accuracy in forecasts about individuals is sacrificed to achieve accuracy
across groups.

Other Forecasting Techniques New venture analysis will be useful when



new ventures contemplate employment planning. This technique requires
planners to estimate HR needs in line with companies that perform similar
operations. For example, a petroleum company that plans to open a coal mine
can estimate its future employment needs by determining employment levels
of other coal mines.

As in other fields, mathematical models are used in human need

forecasting too. One such widely used technique is the one given below:?!
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where, E, is the estimated level of personnel demand in n planning periods
(e.g. years).

Lagg is the overall or aggregate level of current business activity in
rupees. G,, is the total growth in business activity anticipated through period n

in today’s rupees.

x is the average productivity improvement anticipated from today through
planning period n (e.g. if x = 1.08, it means an average productivity
improvement of 8 per cent).

y is a conversion figure relating today’s overall activity to personnel
required (total level of today’s business activity divided by the current
number of personnel). It reflects the level of business activity per person.

The main purpose of this model is to predict E,, the level of personnel

necessary in n periods. Prior to applying this model, estimates of G,, x and y

must be made. Such estimates may be based on the previous experiences of
management, as well as on future strategic choices to which the
organisation’s decision makers are committed.??

As was stated earlier, organisations follow more than one technique for
forecasting their peoples’ needs. L&T, for example, follows ‘bottom-up’ of
management judgement and work-study techniques for demand forecasting.
Forecasting process in L&T begins during November of every year. The
department heads prepare their personnel estimates (based on details of
production budget supplied to them) and submit the estimates to the
respective personnel managers (L&T has 11 plants in our country). The
personnel heads will review the estimates with the departmental heads and



will send final reports to the Mumbai office where a centralised HR
department is located. Estimates are reviewed by the HR department and final
figures are made known to those personnel managers who initiate steps to
hire the required number of people in the following year. The forecast is
made for a quinquennium, but is broken down to yearly requirements.

Pause and Ponder

In today’s unpredictable environment, it is difficult to project HR demands
beyond a six month time line. Debate.

Use of Demand Forecasting Techniques

Table 4.5 shows the use of demand forecasting techniques by organisations
(US). As seen from the table, 70 percent of the companies use supervisor
estimates (another name for managerial judgements) and the famous Delphi
technique finds its acceptance only among three percent of the sample
organisations.

Table 4.5 Demand Forecasting Techniques

Techniques % of companies using
technique
Supervisor Estimates 63.7
: : 65.2
Succession Planning or Replacement
Charts
L 37.9
Rules of Thumb or Non-statistical
Formulas
Computer Simulation 18.2
12.1

Trend Extrapolation

9.1




Regression Analysis

Delphi Technique 3.0

(Source: Charles Greer, Strategic Human Resource Management, p. 184)

HR Supply Forecast

Personnel demand analysis provides the manager with the means of
estimating the number and kind of employees that will be required. The next
logical step for the management is to determine whether it will be able to
procure the required number of personnel and the sources for such
procurement. This information is provided by supply forecasting, also called
bench forecasting. Supply forecasting measures the number of people likely
to be available from within and outside an organisation, after making
allowance for absenteeism, internal movements and promotions, wastage and

changes in hours, and other conditions of work.?3

Supply forecastdetermines whether the HR department will be able to
procure the required number of personnel. Specifically, supply forecast
measures the number of people likely to be available from within and
outside an organisation.

Just as there are valid reasons why companies make demand forecast,
there are enough arguments for supply forecast. In fact, fewer organisations

estimate HR supplies than demand. Reasons for supply forecast are that it:
(i) helps quantify number of people and positions expected to be available in
future to help the organisation realise its plans and meet its objectives; (ii)
helps clarify likely staff mixes that will exist in the future; (iii) assess existing
staffing levels in different parts of the organisation; (iv) prevents shortage of
people where and when they are most needed, and (v) monitors expected
future compliance with legal requirements of job reservations.

The supply analysis covers:

1. Existing human resources,

2. Internal sources of supply, and



3. External sources of supply.

Present Employees Analysis of present employees is greatly facilitated by
HR audits. HR audits summarise each employee’s skills and abilities. The
audits of non-managers are called skills inventories and those of the
management are called management inventories. Whatever name is used, an
inventory catalogues each employee’s skills and abilities.’* This summary
gives planners a comprehensive understanding of the capabilities found in the
organisation’s workforce.

Skills Inventories Skills inventories consolidate information about non-
managers in the organisation. Because the information from skills inventories
is used as input for transfer and promotion decisions, they should contain
information about each employee’s current job. Seven broad categories of
information are included in each skills inventory. They are:
1. Personal data—age, sex, marital status.
2. Skills—education, job experience, training.
3. Special qualifications—membership in professional bodies, special
achievements.
4. Salary and job history—present and past salary, dates of pay raises,
various jobs held.
. Company data—benefit plan data, retirement information, seniority.
6. Capacity of individual—scores on psychological and other tests, health
information.
7. Special preference of individual—geographic location, type of job.

Ul

Pause and Ponder

Can you make a comprehensive list of skills a successful individual should
possess? Can you break them down on occupation/job-wise?

The popularity of skills inventories has increased with the proliferation of
computers. Although traditionally, most of the desired information was
available from individual personnel files, compiling was time consuming
before computers became readily available. Use of computers for collecting,



storing, maintaining, retrieving and validating HR data is popularly called the
human resource information system (HRIS). (Read Exhibit 4.1 for more
details.)

15O N Human Resource Information System

A human resource information system (HRIS) is a systematic procedure for
collecting, storing, maintaining, retrieving and validating data needed by an
organisation about its human resources. The HRIS is usually a part of the
organisation’s larger management information system (MIS). The HRIS
need not be complex or even computerised. But computerisation has its
own advantage of providing more accurate and timely data for decision
making.

The areas of application of HRIS are many. Some of them include
training management, risk management, turnover analysis, succession
planning, flexible-benefits administration, compliance with government
and legal requirements, attendance reporting and analysis, HRP, accident
reporting and prevention, strategy planning, financial planning and other
related areas.

STEPS IN IMPLEMENTING AN HRIS

As with any major change, proper planning is an absolute necessity for
successful implementation of an HRIS. The steps outlined below describe
the specific procedures involved in successfully developing and
implementing an HRIS.

Step 1 Inception of Idea The idea for having an HRIS must originate
somewhere. The originator of the idea should prepare a preliminary report
showing the need for an HRIS and what it can do for the organisations.

Step 2 Feasibility Study Feasibility study evaluates the present system and
details the benefits of an HRIS. It evaluates the costs and benefits of an
HRIS.

Step 3 Selecting a Project Team Once the feasibility study has been
accepted and the resources allocated, a project team should be selected. The



project team should consist of an HR representative who is knowledgeable
about the organisation’s HR functions and activities and about the
organisation itself and representatives from both management information
systems and payroll. As the project progresses, additional clerical people
from the HR department will need to be added.

Step 4 Defining the Requirements A statement of requirements specifies in
detail exactly what the HRIS will do. A large part of the statement of
requirements normally deals with the details of the reports that will be
produced. Naturally, the statement also describes other specific
requirements. This typically includes written descriptions of how users
collect and prepare data, obtain approvals, complete forms, retrieve data,
and perform other non-technical tasks associated with HRIS use. The key
here is to make sure that the mission of the HRIS truly matches
management’s needs for an HRIS.

Step 5 Vendor Analysis This step determines what hardware and software
are available that will best meet the organisation’s needs for the lowest
price. This is a difficult task. The best approach is usually not to ask
vendors if a particular package can meet the organisation’s requirements
but how it will meet those requirements. The results of this analysis will
determine whether to purchase an ‘off-the-shelf’ package or develop the
system internally.

Step 6 Package Contract Negotiation After a vendor has been selected, the
contract must be negotiated. The contract stipulates the vendor’s
responsibilities with regard to software, installation, service, maintenance,
training, and documentation.

Step 7 Training Training usually begins as soon as possible after the
contract has been signed. First, the members of the project team are trained
to use the HRIS. Towards the end of the implementation, the HR
representative will train managers from other departments in how to submit
information to the HRIS and how to request information from it.

Step 8 Tailoring the System This step involves making changes to the



system to best fit the needs of the organisation. A general rule of thumb is
not to modify the vendor’s package, because modifications frequently
cause problems. An alternative approach is to develop programs that
augment the vendor’s program rather than altering it.

Step 9 Collecting the Data Prior to start-up of the system, data must be
collected and entered into the system.

Step 10 Testing the System Once the system has been tailored to the
organisation’s needs and the data entered, a period of testing follows. The
purpose of the testing phase is to verify the output of the HRIS and to make
sure it is doing what it is supposed to do. All reports should be critically
analysed for accuracy.

Step 11 Starting Up Start-up begins when all the current actions are put
into the system and reports are produced. It is wise to attempt start-up
during a lull period so that maximum possible time can be devoted to the
HRIS. Even though the system has been tested, some additional errors often
surface during start-up.

Step 12 Running in Parallel Even after the new HRIS has been tested, it is
desirable to run the new system in parallel with the old system for a period
of time. This allows for the comparison of outputs of both the system and
examination of any inaccuracies.

Step 13 Maintenance It normally takes several weeks or even months for
the HR people to feel comfortable with the new system. During this
stabilisation period, any remaining errors and adjustments should be
handled.

Step 14 Evaluation After the HRIS has been in place for a reasonable
length of time, the system should be evaluated. Is the HRIS right for the
organisation and is it being properly used?
Following the above steps when implementing an HRIS will not
guarantee success, but it will increase the probability.



Source: Loyal L. Byars and Lesile W. Rue, Human Resource Management, McGraw-
Hill, pp. 526-527.

A properly designed and updated skills-inventory system permits
management to readily identify employees with particular skills in order to
satisfy the changing needs of the company.?®

HRIS is not just useful in human resource planning. Its uses extend to the
whole gamut of HRM as Fig. 4.7 indicates.
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Fig. 4.7 Uses of a Human Resource Information System (HRIS)

Source: Adapted from Human Resource Management by Robert L. Mathis and John
H. Jakson, p. 57.

Management Inventories These include such data as:
» Work history
* Strengths
» Weaknesses—identification of specific training programmes needed to
remove the weaknesses
» Promotion potential
« Career goals
« Personal data®®
» Number and types of employees supervised



* Total budget managed

* Previous management duties

* Educational background

« Current job performance

» Field of specialisation

» Job preferences

» Geographic preferences

* Anticipated retirement date

* Personal history including psychological assessments.

 walk EREEIS

*Treat HRP as on-going process * Get carried away by models an
in today’s economic down turn techniques of demand

* Carefully analyse each and forecasting
every business request to  Assume that every HR need
increase headcount should be filled by hiring

* Forecast HR demand based on externally

detailed business projections * Forget that HR process is
* Once HRP is finalised, it owned by the management and
becomes commitment. Take facilitated by your team
another look at details * Forget that historical details a
only one set of inputs. Current
and future trends are critical
determinants of resource needs

Inventories of human resources are generally computerised and updated
periodically. Updating is done at least once in two years. Before updating,
employees are encouraged to report major changes, if any, in their careers—
such as acquisition of new skills, completion of university degrees, changed
duties, seminars attended, papers published, and the like.

Internal Supply Armed with HR audits, planners can proceed with the
analysis of internal supply. The techniques generally used for the purpose
are: (i) inflows and outflows, (ii) turnover rate, (iii) conditions of work and



absenteeism, (iv) productivity level, and (v) movement among jobs.

Inflows and Outflows The simplest way to forecast internal supply is the
inflows and outflows method. The method is illustrated in Table 4.6.

Table 4.6 Estimation of Internal Supply for a Word Processing Job

Sources of No. of Sources of No. of
Inflows People Ouitflows People
Current — Resignations 13
Transfers in 12 —» | Personnel Level| —» Discharges 2
Promotions in 10 — | 250 Operators | 5 Demotions 4
— Retirements 10
— Promections 13
Total inflows 22 —s Total Qutflows 42
Current personnel level — outflows + inflows= internal supply of word processors
250 — 42 + 22 = 230 processors

Source: Leap and Crino, Personnel/Human Resource Management, p. 172.

Table 4.6 provides an analysis of gains and losses of personnel for a
particular job, that of a word processor, in a hypothetical organisation. The
sources of losses and gains are enumerated and projected for a specific time
period (e.g. a fiscal year). Total losses (42) are then subtracted from the
current personnel level (250) and total gains are added (22) to determine the
expected level of personnel at the end of the planning period (230). This
figure must, then, be viewed in conjunction with the anticipated demand for
word processors, in order to determine whether or not adjustments will be
necessary (reconciliation of supply and demand) and to ensure that the supply
will equal the demand.

A major concern associated with the approach taken in Table 4.6 is how
the determination of the number of losses (transfers, resignations, discharges,
promotions and so forth) and gains (promotions and transfers) is made. In
certain cases such as transfers, promotions and retirements, it is possible to
make very accurate estimate because specific employees might have been
earmarked for promotions and transfers or some others might have
announced their retirement plans. Estimates of losses due to resignations,
discharges, or demotions must be made through individual or group
judgements or by examining past turnover ratios. It should be remembered



that resignations (voluntary turnover) are often affected by labour-market
conditions, the organisation’s promotion policy, and job vacancies within the
organisation.”’” Therefore, if these factors change, loss ratios based on
previous experience may not be reliable indicators of future turnover.

Turnover Rate Turnover rate is the traditional and simple method of
forecasting internal supply. Stated mathematically, the turnover rate is:

Number of tions duri
umber of separations during one year

Average number of employees during the year

For example, if in a year, 30 out of an average force of 150 skilled fitters
of a company left, (20 per cent turnover), and this trend continued, then the
company will have to recruit 110 fitters during the following year, in order to
increase and hold the labour force at 200 in that year (50 extra fitters, plus 40
to replace the 20 per cent separations of the average 200 fitters employed,

plus 20 per cent to replace separations of the 90 recruits).?®

Conditions of Work and Absenteeism Changes in conditions of work such as
normal weekly working hours, overtime policies, the length and timing of
holidays, retirement policy, the policy for employing part-timers and shift
systems need to be assessed.

Absenteeism is understood as unauthorised absence from work. Stated
differently, it amounts to absenteeism when an employee is scheduled to
work but fails to report for duty.

Mathematically, absenteeism is calculated thus:

Number of persons — days lost 100

Average number of persons X number of working days

Absenteeism obviously reduces the number of employees available for
work. If the absenteeism rate is four per cent, only 96 out of 100 people are
available for work. The effect of absenteeism on the future supply of labour
should be allowed for, and trends in absenteeism should be analysed to trace
causes and prescribe remedial actions.



Productivity Level Any change in productivity would affect the number of
persons required per unit of output. Increase in productivity will reduce the
requirement, and decrease in it would have the opposite effect. Let us assume
the average sales per person in a year amounts to ¥500,000. Reviews of
changes in productivity levels reveal that sales per person have been
increasing at the rate of 10 per cent per year. If the next year’s projected sales
are ¥500,00,000, there would be no need for 100 sales persons (¥500,00,000
divided by ¥;500,000), but rather for only 91 sales persons since we expect an
increase of ¥550,000 in productivity per person.

Movement among Jobs Some jobs are sources of personnel for other jobs.
For example, secretaries may be obtained by the promotion of word
processors, and branch managers are obtained from a pool of section
managers. If, for example, we anticipate a need for five new branch managers
seven years from now, more than five potential branch managers should have
entered the company this year, assuming that seven years is the average
development time.? Obviously, some will quit before the seven years are up
and others may not qualify for promotion.

Pause and Ponder

ABZ Corporation’s HR team proposes a HR plan where 50 people are
hired at the start of the year and 40 are laid-off at the end of the year. What
is your opinion about the proposal?

External Supply In addition to internal supply, the organisation needs to look
out for prospective employees from external sources. External sources are
important for specific reasons: (i) new blood and new experience will be
available, (ii) organisation needs to replenish lost personnel, and (iii)
organisational growth and diversification create the needs to use external
sources to obtain additional number and type of employees.

Sources of external supply vary from industry to industry, organisation to
organisation, and also from one geographical location to another. Some
organisations have found that their best source of future employees are
colleges and universities, while others achieve excellent results from



consultants, competitors or unsolicited applications.

HR Programming

Once an organisation’s personnel demand and supply are forecast, the two
must be reconciled or balanced in order that vacancies can be filled by the
right employees at the right time. HR programming, the third step in the
planning process (see Fig. 4.4), therefore, assumes greater importance.

HR Plan Implementation

Implementation requires converting an HR plan into action. A series of action
programmes are initiated as a part of HR plan implementation. Some such
programmes are recruitment; selection and placement; training and
development; retraining and redeployment; the retention plan; the redundance
plan; and the succession plan. All these actions will be covered in detail in
subsequent chapters. In this context, a brief note of each is given (see also
Fig. 4.8).

Recruitment, Selection and Placement After the job vacancies are known,
efforts must be made to identify sources and search for suitable candidates.
The selection programme should be professionally designed and, among
other considerations, special care must be taken to ensure compliance with
the reservation policies of the government.

Usually, companies hire for specific job openings. However, some
companies hire a group of qualified individuals (management trainees, for
example), not for specific jobs. In these cases, the groups of trainees move
through a variety of assignments, over a year or two, and then they are placed
on specific jobs. An effort is made to match individual job preferences and
qualifications with organisational needs.

Employees are hired when there are job vacancies. However, employers
should consider other alternatives to hiring additional full-time employees.
For instance, employers might encourage employees nearing retirement age
to continue working by building an increment in the pension formula to
reward extra years of service more heavily, or they might re-hire retired
employees on a part-time basis. If vacancies are caused by high turnover,



employers should attempt to identify the causes of turnover and employ
remedial measures. If successful, this course of action would save recruiting
and training costs and might substantially improve employees’ attitudes.

Strategic HR
Initiatives

Y Y

]
Strategies for I Strategies for
Managing Shortages | Managing Surpluses

|

! |

« Recruit new permanent employees & Hiring freeze
e Offer incentives 1o postpone retirerment o Do not replace those who leave
« Rehire retirees part-time e Offer VA schemes
« Attempt to reduce tumover e Reduce work hours
o Work current staff overtime e Leave of abzence
« Subcontract work to another company e Across the board paycuts
& Hire temporary employees e Layoffs
« Redesign job process so that fewer ¢ Reduce outsourced work
employees are needed. e Employee training
e Switch to variable pay plan
e Expand operations

Fig. 4.8 Strategic HR Initiatives

Source: Jeffrey A. Mello, Strategic Human Resource Management, p. 140

Hiring new employees would be unwise if there is a likelihood of the
demand peaking quickly and then return to a lower level. In such situations,
employers could institute an overtime scheme rather than hire additional
employees. Even if overtime needs to be compensated at higher rates of
wages, it may still be more economical than hiring, training, and providing
benefits to new employees who are not needed over the long term.
Alternatively, employers may choose to subcontract some work to another
company during the peak demand or acquire temporary workers from firms
specialising in such services. Finally, the entire way the work is done can be
analysed and modified for greater efficiency, so that fewer staff are needed.
Business Process Reengineering (BPR) helps firms eliminate unnecessary
activities and steps, thus eliminating employee requirement.

Training and Development The training and development programme



should cover the number of trainees required; training and development
programmes necessary for the existing staff; identification of resource
personnel for conducting development programmes; frequency of training
and development programmes; and budget allocation for such programmes.

Retraining and Redeployment New skills are to be imparted to existing
staff when technology changes. When a product line is discontinued, its
employees are to be retrained and redeployed to other departments where
they could be gainfully employed.

Retention Plan Retention plan covers actions which would help reduce
avoidable separations of employees. Important actions under this head are:3°

1. Compensation Plan Increasing pay levels to meet competition, improving
pay structures to remove inequities, altering payment systems to reduce
excess fluctuations, introducing incentives which would match performances.

2. Performance Appraisal To assess employee performance at least once in a
year.

3. Employees Leaving in Search of Green Pastures Providing better career
opportunities and ensuring that employees are aware of such schemes.

4. Employees Quitting because of Conflict To encourage conflict but
maintain it at a reasonable level;, when conflict exceeds safe limits, to take
steps to resolve conflict.

5. The Induction Crisis Improving recruitment and selection procedures to
ensure that job requirements are specified accurately and that the people who
are selected fit the specifications; ensuring that candidates are given a
realistic picture of the job, pay and working conditions, developing better
induction and initial training programmes.

6. Shortages Improving recruitment, selection and training for the people
required; introducing better methods of planning and scheduling work to
lessen peak loads.



7. Unstable Recruits Taking more care to avoid recruiting unstable
individuals by analysing the characteristics of applicants who are likely to
cause instability, and using this analysis to select the right candidates.

Downsizing Plan Where there is surplus workforce, trimming of labour force
will be necessary. The trimming or downsizing plan shall indicate:3!

1. Who is to be made redundant and where and when;

2. Plans for re-development or re-training, where this has not been

covered in the re-development plan;
. Steps to be taken to help redundant employees find new jobs;

4. Policy for declaring redundancies and making redundancy payments;

and

5. Programme for consulting with unions or staff associations and

informing those affected.

Another method of dealing with surplus labour is to retain all employees
but reduce the work hour (thus realise payroll savings), perhaps to a four-day,
32-hour work week. In this way, a company can spread a 20 per cent
decrease in demand (and in pay) equitably across the whole workforce, rather
than keep 80 per cent of the employees full-time and lay-off 20 per cent of
them.

Depending on the nature of the surplus, a firm may be able to transfer or
reassign employees to jobs in parts of the organisation that are still
experiencing demand. Or if the firm expects the surplus to be short-lived and
can afford to keep excess workforce on the payroll, the company can use the
slack time to provide cross-training in related jobs to enhance workforce
skills and flexibility. Alternatively, the surplus workers can perform
equipment maintenance and overhaul or engage themselves in other activities
that were postponed when demand was high.

Offering incentives for early retirement is another way of handling surplus
labour. Euphemistically called as Voluntary Retirement Scheme (VRS), this
method is widely practised as shown in Table 4.7. But HR planners and
trainers may be forced to scramble to deal with a sudden short-fall of
experienced staff, particularly when VRS is accepted by a large number of
employees.

(O8]

Table 4.7 Downsizing Plans in Select Firms



Marching Orders

* Lehman Brother India: All 3,000 employees of the Powai office
initially retained by Nomura Holdings

* DSP Merrill Lynch: 20 employees across levels have been affected.
More lay-offs expected before January

* Jet Airways, 1900 employees sacked and them reinstated. 32 foreign
pilots laid-off. 35 expat pilots’ contracts may not be renewed

» American Express: 7,000 jobs to be axed worldwide. About 200
employees and senior executives in India to be given pink slips

* L&T Infotech: At least 100 employees forced to resign. Number
could also be about 5% of company’s strength of 10,000

» Citigroup: 52,000 jobs, axed globally, Citi India lays off 37,
including senior executives

» Tata Motors: Could see a total lay-off of about 6,000 temporary
workers.

* HSBC: Will axe 500 jobs at headquarters in addition to 500 jobs in
Asia-Pacific

* Credit Suisse: Cuts workforce by 10%, of which 170 will be in
Asia-Pacific

* Unitech: Reduces 10% of its 1700 employees

Source: The Economic Times, dated Dec. 7, 2008

Laying-off is another strategy for dealing with surplus staff. This action is
detrimental to both employees and employers. For employees, lay-off means
joblessness and for employers, it means loss of reputation. Notwithstanding
this, several firms are laying off their surplus employees. (Chapter 18
provides more details on these issues).

Managerial Succession Planning Notwithstanding the expansion or
contraction of the total workforce in an organisation, the need for good
managers is critical and perpetual. More and more organisations are planning
for managerial succession and development because they have found that it
takes years of systematic grooming to produce effective managers. Methods
of succession planning vary. Most successful programmes, however, seem to



include the top management’s involvement and commitment, high-level
review of the succession plans, formal assessment of the performance and
potential of the candidates, and written development plans for the individual
candidates. Succession plan should centre on important jobs and should
identify correctly the skill requirement of those jobs.

Managerial succession planning includes training programmes and
series of job assignments leading to top positions.

Most managerial succession planning systems rely on committees of
higher-level managers to identify high-potential candidates, and plan
developmental activities for them. Development plans include formal training
programmes and a series of job assignments leading to top positions. The
plans are formally presented to higher-level managers for review.

A typical succession planning involves the following activities:

1. Analysis of the demand for managers and professionals by company
level, function, and skill.

2. Audit of existing executives and projection of likely future supply from
internal and external sources.

3. Planning of individual career paths based on objective estimates of
future needs, and drawing on reliable performance appraisals and
assessments of potential.

4. Career counselling undertaken in the context of a realistic
understanding of the future needs of the firm, as well as those of the
individual.

5. Accelerated promotions, with development targeted against the future
needs of the business.

6. Performance-related training and development, to prepare individuals
for future roles as well as current responsibilities.

7. Planned strategic recruitment, not only to fill short-term needs but also
to provide people for development to meet future needs.

8. The actual activities by which openings are filled.

A succession planning grid as shown in Fig. 4.9 is of great help to HRM.
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Pause and Ponder



Can you take inventory of who succeeded whom in the Indian corporate
sector? For example Mukesh and Anil succeeded the late Dhirubai
Ambani, so also Shibu stepped into the shoes of Gopala Krishnan. Proceed
on these lines.

Control and Evaluation

Control and evaluation represents the fifth and the final phase in the HRP
process (see Fig. 4.4). The HR plan should include budgets, targets and
standards. It should also clarify responsibilities for implementation and
control, and establish reporting procedures which will enable achievements to
be monitored against the plan. These may simply report on the numbers
employed against establishment (identifying both those who are in post and
those who are in pipe line) and on the numbers recruited against the
recruitment targets.33 But they should also report employment costs against
budget, and trends in wastage and employment ratios.

HUMAN RESOURCE PLANNING AND THE
GOVERNMENT

Manpower planning has come to be recognised in India as one of the adjuncts
of socio-economic planning since the early years of the planning era. Among
the noteworthy steps taken by the Government of India in this direction is the
setting up of the Institute of Applied Manpower Research (IAMR). The
IAMR was set up in 1962, inter alia to conduct empirical research in
manpower, to provide advisory and consultancy services to government
departments and industry, and to impart training in methods and techniques
of manpower planning. Training is now a major activity of the Institute.

REQUISITES FOR SUCCESSFUL HRP

There are at least ten pre-requisites for successful HRP:
1. HRP must be recognised as an integral part of corporate planning. The
planner of human resources must therefore, be aware of the corporate
objectives.



10.

. Backing of top management for HRP is absolutely essential.
. HRP responsibilities should be centralised in order to co-ordinate

consultation between different management levels.

. Personnel records must be complete, up-to-date and readily available.
. The time horizon of the plan must be long enough to permit any

remedial action.

. The techniques of planning should be those best suited to the data

available and the degree of accuracy required.

. Plans should be prepared by skill levels rather than by aggregates.
. Data collection, analysis, techniques of planning and the plans

themselves need to be constantly revised and improved in the light of
experience.

. The impact of external forces like technological changes, changes in

labour market compositions and the like needs to be considered while
developing the human resource plan.

HRIS should be used as decision support system and should alert
managers to problems and opportunities.
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Fig. 4.9 Sample Succession Planning Grid

BARRIERS TO HRP




Planners face significant barriers while formulating an HRP. The major ones
are the following:

1. People question the importance of making HR practices future oriented
and the role assigned to HR practitioners in formulation of
organisational strategies. Their argument is simple—there are people
when needed. Offer attractive packages of benefits to them to quit when
you find them in surplus. When the task is so simple, why an elaborate
and time-consuming planning for human resources? Thus goes the
argument. Surprisingly, this perception about HRP is also held by the
top management.

2. HR practitioners are perceived as experts in handling personnel matters,
but are not experts in managing business. The personnel plan conceived
and formulated by the HR practitioners when enmeshed with
organisational plan, might make the overall strategic plan itself
defective.

3. HR information often is incompatible with the information used in
strategy formulation. Strategic planning efforts have long been oriented
towards financial forecasting often to the exclusion of other types of
information. Financial forecasting takes precedence over HRP.

4. Conflicts may exist between short-term and long-term HR needs. For
example, there arises a conflict between the pressure to get the work
done on time and long-term needs, such as preparing people for
assuming greater responsibilities. Many managers are of the belief that
HR needs can be met immediately because skills are available on the
market as long as wages and salaries are competitive. These managers
fail to recognise that by resorting to hiring or promoting depending on
short-term needs alone, long-term issues are neglected.

5. There is conflict between quantitative and qualitative approaches to
HRP. Some people view HRP as a number game designed to track the
flow of people across the departments. These people take a strictly
quantitative approach to planning. Others take a qualitative approach
and focus on individual employee concerns such as promotability and
career development. Best results would accrue if there is a balance
between the quantitative and qualitative approaches.

6. Non-involvement of operating managers renders HRP ineffective. HRP
is not strictly an HR department function. Successful planning needs a



co-ordinated effort on the part of operating managers and HR
personnel.

Pause and Ponder

MD of Triple A Ltd. says that HRP is a waste since everything is changing
fast. How can the HR manager convince the MD about the usefulness of
HRP?

SUMMARY

Human Resource Planning (HRP) refers to the estimation of the number and
the type of people needed during the ensuing period. HRP is significant as it
helps determine future personnel needs; ensures protection to weaker
sections; acts as a basis for other personnel functions; helps overcome
resistance to change; and so on.

HRP is influenced by several factors, such as the type and strategy of
organisation; environmental uncertainties; time horizons; type and quality of
information; and type of jobs being filled.

The HRP is a five-step process. The steps are:

1. Defining organisational objectives and policies,

2. Forecast of personnel needs and supplies,

3. HR programming,

4. HRP implementation, and

5. Control and evaluation of programmes.

KEY TERMS

Delphi technique
Downsizing plan

Flow models
Forecasting techniques
HRIS

HRP

Management inventories



Skills inventories

Succession planning

"Top-down’ and ‘bottom-up’ approaches
Turnover rate

REVIEW QUESTIONS

1. What do you understand by HRP? What is its importance?
2. Explain the various steps in the HRP process.

3. How are personnel needs and personnel supplies estimated?
4. Define HRP. Bring out the factors influencing such a plan.

5.
6.

Explain the techniques of employee demand forecasting.
Explain the barriers to HRP. Bring out the requisites for effective
planning.

DISCUSSION QUESTIONS

1.
2.

Comment on Fig. 4.4.
How can redundancies of labour in public sector units be removed?
Discuss.

. “As organisations become more global, HRP becomes more important

and complex”. Elucidate.

. Suppose HR planners estimate that because of several technological

innovations your company will need 25 per cent fewer employees in
three years. What actions would you take today?

. How is organisation-wide planning different from HRP? How are they

similar?

. How can organisations develop accurate HR plans when there are so

many rapidly changing environmental factors over which managers
have little or no control?

. Why should HR plan be integrated with the overall organisational

strategic plan? How can this integration be achieved?

. Why is it important to use computers and quantitative techniques in

HRP?

. What can an organisation do when shortage of labour is anticipated?

When internal supply exceeds demand?



IMPACT ASSESSMENT EXERCISE

From the figure given below, identify the forces (external and internal) that
impact HRP, describe such an impact of each and rank the forces on a scale
of 1 to 5 (1 being the least and 5 being the most significant).
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CONTINUING CASE

As in most organisations, HRP at Vybhav is an annual initiative. It formally



begins six months ahead of the start of the new year and is part of an
integrated strategic exercise. At the core of the HRP is the business plan. The
process could last as long as 8-12 weeks and it culminates with the
departmental plans for all verticals and service functions. Each revenue
generating business unit at Vybhav does the necessary due diligence of
collating market data from global reports published by agencies like KPMG,
Forrester, Gartner and other industry and trade associations. Industry,
country-specific, and product/market-specific data are also collated. The
Central Marketing Team too provides critical current-customer analyses as
inputs for the business plan. All the data are made available to the businesses
through a common portal. The planning exercise is carried out using a
business planning tool called ‘BIZY’ where each department begins to
provide revenue projections and the tool begins to report costs, budgets, and
resources that would be required to generate the targeted revenue. As each
team provides its data, the resources and goals/targets are likely to change
particularly when the teams discuss and exchange notes.

Let us take the example of the IT Division of Vybhav. If there is a sales
projection made for this Division of ¥550 millon for the coming year, and
when this number is updated in BIZY, it gets autoassigned to the seven
different product verticals of the Division. When a particular product vertical
provides two release versions of the product being launched, one in July and
another in January, upon updating the sales revenue from this particular
product with the two version release date in BIZY, it reports back the number
of units to sell; the marketing budget needed to drive this; the average man-
days of quality control required; and technical support for servicing the
increased sales projected. BIZY bases all its projections from the analysis of
data drawn from the past 10 years of data warehouse in the tool. BIZY’s
intelligence also comes from base data updated by the Global Corporate
Strategy team prior to the launch of the planning exercise. Of particular
importance are such details as increasing of trends, country-specific
considerations, products planned to be phased out, decision to launch new
products and enter new markets.

BIZY allows Ramkumar, who heads the Banking Products Development
Division, to review the current team structure, and allocate the headcount
increases necessary to reach his 220 million mark in the next year. He can
choose to add the headcount to the ‘Sr. Software Engineer’, and ‘Architect’



roles as he foresees significant changes in the new versions of the products
proposed to be launched. Sarvana, who heads the quality control vertical at
the IT Division, decides to allocate 23 new employees uniformly across the
teams using the current team structure information that BIZY has provided to
him.

The HR module on BIZY allows the HR director for the IT Division,
Rohita Verma, to view the teamwise employee headcount projection for each
quarter and for each business vertical. BIZY allows Rohita to update the
attrition trends projected for the year ahead; the proposed salary increments
expected to add to employee cost post the annual review in April; any new
benefits/perquisites initiative that is planned and that could be linked to
headcount and similar relevant information. What Rohita gets as a report
from BIZY is the staffing headcount targets for each quarter and also the
staffing budget that emanates. It also highlights the need to hire additional
personnel for the HR team if the hiring plan is significantly higher. Another
tab on the HR module allows her to view all the associated employee cost by
quarter, cost of compensation, benefits cost and cost of rewards/perks to the
company that are projected. The training and development tab on the HR
module allows Rohita to view the training mandays that were provided for
the existing employee base for the current year and what it amounts to if the
employee base increases. Rohita can edit the training mandays to show fewer
mandays if the intention is to retain the same training budget as the current
year despite the increased employee base.

Rohita can generate another report from BIZY that tells her the ratio of the
HR to employee base and highlight the need to add the headcount to the
HR/staffing team/training resources, so that she can plan the budget for the
HR team of the IT Division.

Once all the business verticals do the first level of planning and freeze on
the revenue and operational plan for the coming year, BIZY is locked for
edits. Gangaraman’s Business Planning Division convenes the Business
Planning Workshop which usually is a three-day off-site at a remote location
to which all of Gangaraman’s direct reports and their business managers are
invited along with the Finance and the HR Directors of the IT Division. Each
leader presents his or her rationale for the projections and this is debated in-
depth by all present with the objective of ensuring that the projections are
realistic, industrysupported and is in sync with the overall vision and goals of



the IT Division. Changes, if any, are made to the projections. This process
normally takes two days, often beginning at 8 AM and ending at 12 in the
night and sometimes extending upto the wee hours. Day three is spent on
identifying the interdependencies and the impact on cost and human
resources to understand the cost structure for the revenue planned and the
version 1.0 of the budgeted cost and estimated revenue for the next year are
frozen. Rohita would present the increase/decrease in headcount for each
team and share the HR budget for the year based on the projections made
during the earlier two days of the workshop. This is essentially the HRP for
the year ahead.

Subsequent to this extensive exercise, there could be changes and
modifications as teams continue to interact and identify cost of
resources/market/competitor information that could change plans marginally.
These changes are incorporated through specific meetings set up by the
concerned teams and closed by BIZY as the final numbers.

EXERCISE

Break out into groups of 5-6. Make five copies of each of the following five
topics each written on a slip of paper and folded and placed in a Fish Bowl.
Each team picks out a slip and then is given two days to prepare and make a
20-min presentation to the class. One of the first slides in the presentation
ought to be the ‘assumptions’ that your team has made with relevance to the
case. The faculty picks out the best presenter for each topic.

Topics for the fish Bowl

* Grahak Telecom is a one year old startup, in the mobile phone services
business, which did well in the year one and needs to plan for year two
of operations. It currently is 25 employee strong, with 18 people in the
coding team, two architects, and a four member sales team. It sold to
two customers during the year and feedback has been very good. For
year two the founder CEO proposes to retain the service offering as is
and focus on customer satisfaction as well as target at least five new
customers. The company will close year one with a modest revenue of
one crore. As a small start-up they do not have the wherewithal/time to



attend to the planning exercise and have hired your team to help them
chart out a plan for year two. List all the information you will need to
consider. Prepare a HR plan for this company for the next two years.

 V-Shop is a retail company part of a very popular brand and is doing
very well in a new city they entered two years ago and plan to start one
more retail outlet in another location in the same city. The size of this
new unit will be identical to the existing one. The space has been located
and leasing agreements signed. The launch date was planned as July 1st
and this is now March 23rd. They have outsourced the HR planning
activity to your team and provided you with access to interact with the
team in the city to come up with a time bound HR Plan for the new
outlet for the next two years. If your team is able to identify ways to
make the new outlet more profitable than the first one in six months
form the launch date, they would sign up a two year contract with you to
assist with planning all the future outlets in any other city they venture
to.

* TwinTo is a leasing and mortgaging product development company
based out of the US and its 13th year of operations decided to come to
India and set up its offshore product development centre in Pune. On the
day it launched the India operations on 1st June 1999, it had already
hired its CEO, HR head, IT head and CFO and the core development
team of 15 Java developers and five quality control engineers, one chief
architect, one systems administrator and one facilities administrator. Six
months from launch date the team was trained and live on to product
development and was doing the development for five key product
features for the next release of the product. The US based Strategy and
Planning team was extremely satisfied with the progress and the quality
of the work done in the Indian unit. They now want to build the India
unit to move from the current 20% development work happening in
India to a 50% model. They also want to close the Quality Assurance
center they have in the UK and move the entire quality control work to
India in the next six months time. They have hired your team to build
the ramp-up plan for the next one and half years. What information will
you need? How will you identify the HR requirement for TwinTo India?
What is your proposal for the HR team? What external information will
you recommend to the US team?



» Neemla is a two-year-old entrepreneurial company set up as an SSI
initiative with government funding. Currently is a 20 crore revenue
generating venture, per annual books. Employing around 200 contract
employees, primarily women, production units are set up in semi-
urban/rural towns and villages in one state in the eastern part of the
country. Its products are all neem based and range from soaps, liquid
soaps, talcum powder, lotions, massage oil, hair oil and antiseptic creme
for medicinal purposes. The founder owner Ritesh Rao spent the first
two years focusing on setting up the two production units and the
marketing network in Orissa and moved to Andhra Pradesh last year. He
is now planning to set up a production unit in Andhra Pradesh and
establish a marketing network there as well. He has approached your
team to help with the HR planning and budget projections for the next
two years expecting a 15% growth in revenue year on year.

* Nature-ark is a leading resort and hotel chain locating itself in exclusive
and remote locations in the country and has a niche in providing natural
and 100% environment friendly facilities and food. All Nature-ark
resorts provide dedicated naturopathy clinics that attract premium
clients. It positions itself as a premier holiday resort. The set-up costs for
these resorts are not as expensive given that there is use of natural
resources. Walls are made of bricks from local kilns, electricity from
solar energy, 80% of the vegetables are bought form the nearby villages
that have been incubated by Nature-ark. All Nature-ark facilities employ
40-50% locals and run its own training center. The Nature-ark
Pendulum is a resort located 95 km from Chennai and is five years into
its operations and is doing extremely well. Pendulum runs house-full
and over-booked for nine months in a year. The manager Rohit Karan
has hired your team to help come up with the people plan for the new
resort 50 odd kilometres from Bangalore. The size of the resort would be
similar and this is based on a business review some other consultants
had carried out. It takes an average of four years for any Nature-ark
resort to break even and he is keen to break the records and break even
in 2-3 years. What all can he do differently?

Closing Case Promoting the Protege




The die was cast. Prem Nath Divan, executive chairman of Vertigo, the
country’s largest engineering project organisation, decided to switch tracks
for a career in academics. Divan was still six years short of the company’s
retirement age of 65. His premature exit was bound to create a flutter at the
Vertigo board. Having joined Vertigo as a management trainee soon after
college, he had gradually risen through the hierarchy to take a board
position as the marketing director of the firm at 32. He had become the
president five years later and the youngest chairman of the company at 45.
But, by the time he was 50, the whizkid had acquired a larger than life
image of a role model for younger managers and a statesman who
symbolised the best and brightest face of Indian management.

On his wife’s suggestion that it would be wise to discuss the move with
one of his trusted colleagues before making a formal announcement of his
intention to seek premature retirement, Divan called on Ramcharan
Saxena, a solicitor who has been on the Vertigo board for over a decade.
Saxena was surprised at Divan’s plan. But he was unfazed. “If that is what
you want to do for the rest of your life, we can only wish you well”, he told
him. “The board will miss you. But the business should go on. We should
get down to the task of choosing a successor. The sooner it is done, the
better”.

“I think the choice is quite obvious”, said Divan, “Ranjan Warrior. He
is good and ...” Divan was taken aback to see Saxena grimace. “You don’t
have anything against him, do you?” he asked him. “No, no”, said Saxena,
“He is good. A financial strategist and a visionary. His conceptual skills
have served the company well. But he has always had staff role with no
line experience. What we need is someone from operations. Like Richard
Crasta”.

“Richard knows things inside out alright”, said Divan, “But he is just a
doer. Not fire in the belly. Vertigo needs someone who understands the
value of power and knows how to use it. Like me. Like Ranjan”.

“That is just the problem”, said Saxena. “Prem, let me tell you
something. Ranjan is a man in your own image. Everyone knows that he is
your protégé. And protégés are never popular. He has generated a lot of
resentment among senior Vertigo executives and there would be a revolt if
he were to succeed you. An exodus is something we can’t afford to have



on our hands. We should think of someone else in the interest of stability
of top management", Divan could not believe what he heard. He had
always prided himself on his hands-on style and thought he had his ear to
the ground. “How could I lose touch”? he wondered, somewhat shaken.

“When you are the boss, people accept your authority without
question”, continued Saxena. “In any case, you have been successful at
Vertigo and it is difficult to argue with success. But the moment you
announce your intention to leave, the aura begins to fade away. And in
deciding on your successor, the board will seek your opinion, with due
regard to your judgement. The board members must do what in their view
is right for the company. Having said that, may I also mention that if there
is a showdown in the boardroom, you could always choose to stay on? We
would like it. Or we could bring in an outsider”.

“I have finalised my career plans and there is no question of staying on
beyond six months from now”, said Divan. “The board is scheduled to
meet next month. Let us shelve the matter till then. In the meantime, I rely
on you, Ram, to keep this discussion between the two of us”.

“Of course yes”, said Saxena.

On his way home, Divan thought about the matter in detail. Bringing an
outsider would undo all his life’s work at Vertigo. There were
considerations like culture and compatibility which were paramount. The
chairman had to be an inside man. “Richard lacks stature”, Divan said to
himself. “Ranjan is the one I have been grooming, but heavens, the flip
side of it all had missed me completely. There is no way I can allow a split
at the top just before I quit. I must leave on a high note in my own interest.
I must find a way out of the imminent mess”.

Questions

What should Divan do?34
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Chapter 5

Analysis of Work, Designing Jobs
and Job Evaluation

Learning Objectives

After reading this chapter you should have a good understanding of:

* The nature of job analysis and describe the process of conducting job
analysis.

» The next logical step to job analysis is job design and describe the factors
which affect job design.

* The various techniques of job design and explain each of them.

* Job evaluation, its process and methods.

Opening Vignettes

EXTREME JOBS—THE DANGEROUS ALLURE OF THE 70-HOUR
WORKWEEK

A financial analyst we’ll call Sudhir emigrated five years ago from Mumbali,
India. He works at a major commercial bank in New York. Sometime, when
he puts in 90 hours a week, is his “light” season. The rest of the year, he
works upwards of 120 hours per week-leaving only 48 hours for sleeping,
eating, entertaining, and (he smiles) bathing. Sudhir stays late in the office
even when he has nothing particularly pressing to do. His get-a-life existence
is a hazard of the profession—but worth it: As a 23-year-old with a first job,
he is in the top 6% of earners in America.

Higher up the totem pole, Joe (not his real name) has risen through the
corporate ranks to become a managing director at a major bank. Joe thought



his workload would become lighter as he moved up, but the opposite has
occurred: He now works six or seven days a week, from multiple locations.
He keeps an apartment in New York, where he works two days, and is on the
road another three or four days. Only on weekends does he see his wife and
three children—who live in Connecticut. Even then, he gets calls in the
middle of the night on Saturdays and Sundays, and flies out to see clients on
a moment’s notice. “The first year we were married”, Joe’s wife recalls, “we
had to rearrange my grandmother’s funeral so that he wouldn’t miss a
meeting”.

Ming Mei is a managing director and a member of the executive
committee at ProlLogis, a fast-growing real estate investment trust with
extensive operations in Asia. Mei is in charge of expansion in China, where
he’s built ProLogis’s portfolio base from zero to 10 million square feet of
properties over the past three years. The demands of his job are immense.
Negotiating with Chinese government officials, he routinely packs five cities
into six-day business trips. These trips can be grueling-back-to-back meetings
spill over into late dinners where key relationships are cultivated and
cemented. Despite the pressure and the pace, Mei describes his job in
glowing terms: “Building this business in markets where no one has done
anything like this before is enormously exciting. And important. We’ve built
distribution centers that are vital for China’s growth—they contribute to the
overall prospects of the economy”™.

Jonelle Salter is similarly enthusiastic about her job. An offshore
installation manager (OIM) at BP, Jonelle knows what it’s like to be in
charge of the health and safety of 80 workers on an oil platform in the North
Sea. On top of pressures that would face anyone in this job, she has some
unique management challenges. As the first black woman to become an OIM
at BP, Jonelle has sometimes had to go to extra lengths to establish her
authority in this male-dominated environment. But she loves being a pioneer
and credits BP for going out on a limb and finding a female mentor (Gro
Kielland, a managing director for BP Norway) to help her through the rough
patches. Jonelle talks eloquently about the thrill that comes with the
challenges of her job. “You train and train, but you still don’t know whether
you’ll come through when an emergency happens-and whether you can
conjure up the right kind of leadership”, she says. “It’s a kind of test. And
when you pass, you feel quite wonderful”.



Sudhir, Joe, Mei, and Jonelle are succeeding in what we have come to
term “extreme jobs”, and they’re not alone.

The Elements of Extremity

How do we define extreme jobs? For the purposes of data analysis, we’ve
said that survey respondents have such jobs if they work 60 hours or more
per week, are high earners, and hold positions with at least five of these
characteristics:

 Unpredictable flow of work

» Fast-paced work under tight deadlines

» Inordinate scope of responsibility that amounts to more than one job

» Work-related events outside regular work hours

* Availability to clients 24/7

* Responsibility for profit and loss

* Responsibility for mentoring and recruiting

» Large amount of travel

» Large number of direct reports

* Physical presence at workplace at least ten hours a day

Across the economy, there are high-earning professionals whose work has
become all consuming. The outrageous hours they put into their careers are
matched only by the over-the-top rewards they receive.

Do these professionals constitute a new breed? Not entirely. Highly
demanding and important jobs have always been around—along with the
workaholics who created them where they didn’t need to exist. Yet there is a
difference. No longer the pitiable drones and graspers of society, today’s
overachieving professionals are recast as road warriors and masters of the
universe. They labour longer, take on more responsibility, and earn more

extravagantly than ever before—and their numbers are growing.!

In the previous chapter, we discussed the nature, techniques and significance
of HRP. Now, in order to achieve effective HRP, the duties involved and the
skills required for performing all the jobs in an organisation have to be taken
care of. This knowledge is gained through the analysis of work, popularly
called job analysis.



Job analysis was almost non-existent three decades ago. The major thrust
behind the job analysis has been the civil rights movement which requires
that the factors governing hiring, firing and promoting should be job related.

The only means of establishing this job-related factor has been to identify
what the job entails and what an incumbent worker must possess to perform

successfully on the job.? Job analysis helps establish this.

NATURE OF JOB ANALYSIS

Before describing the nature of job analysis, it is useful to understand the
meaning of job itself. The World Development Report 2013, defines jobs
thus “... are labour activities that generate income, monetary or in kind,
without violating fundamental rights and principles at work.” Jobs can take
the form of wage employment, self-employment, and farming. They can be
formal or informal.

“Jobs are the cornerstone of economic and social development. Infact,
development happens through jobs. People work their way out of poverty and
hardship through better livelihoods. Economies grow as people get better at
what they do, as they move from farms to firms, and as more productive jobs
are created and less productive ones disappear. Societies flourish as jobs
bring together people from different ethnic and social backgrounds and
nurture a sense of opportunity. Jobs are thus transformational—they can
transform what we earn, what we do, and even who we are.”

Well, such lofty description about jobs is not what is required for us in
this context. For our purpose, a job is a bundle of related tasks. Vetting the
CV of a job seeker, for example, is a task. The whole lot of tasks relating to
recruitment constitutes a job.

A synonym for job is work. Work is understood as physical and mental
activity that is carried out at a particular place and time, according to
instructions, in return for money.®> Monetary consideration is crucial in
determining whether or not an activity is really a work. If the house-wife
herself mopps and mows, it is not work, as she is not doing that for money.
But, if a servant is appointed and paid money for doing the household chores,
it becomes work.

As with work, job also carries monetary consideration though not made



explicit in the meaning given above. The job-incumbent attends to all the
allied tasks for wages or salaries. His or her motivation, performance, and
loyalty depend on how much he or she is paid at the end of a month.

Job analysis is the process of collecting job related information. Such
information helps in the preparation of job description and job
specification.

Pause and Ponder

Why do people like jobs but hate work?

Job or work transcends beyond related tasks and the money they carry. Work
has two broad perspectives: sociological and psychological. The
psychological perspective looks at the individual behaviour, a large body of
literature covering the discipline of organisational behaviour. More
specifically, psychological dimension of work is concerned with managerial
problems of learning, attitudes, perception, motivation and job satisfaction.
The sociological dimension of work is concerned with the broader contextual
and structural factors affecting people’s experience of work. At the core of
the sociological perspective are such managerial issues as leadership,
communication, power and politics, division of labour, and group dynamics.*

The nature of the work and how managers organise work is a critical
element affecting human resource activities. Before discussing design and
organisation of work, it is desirable that we know job analysis—its process.

Job analysis refers to the process of collecting information about a job. It
involves collection of information that should include knowledge, skill and
ability (KSA) the incumbent should possess to discharge a job effectively.
Knowledge may be understood as the extent to which the job holder is
familiar with his or her job. Skill refers to the specific capability to operate a
machine/system. This also includes information about the use of tools,
equipment and machinery. Abilities refer to the physical and mental
capacities needed to perform tasks not requiring the use of tools, equipment
or machinery.

In addition to KSA’s, other details about the job may include the place



where the job is completed and performance standards. Table 5.1 brings out
greater details about a job.

Table 5.1 Types of Information to be Collected by Job Analysis

Work Activities
» Job-oriented activities (description of the work activities performed,
expressed in “job” terms, usually indicating what is accomplished,
such as galvanising, weaving, cleaning, and so on; sometimes such
activity descriptions also indicate how, why and when a worker
performs an activity; usually the activities are those involving active
human participation, but in certain instances they may characterise
machine or system functions).
» Work activities/processes.
* Procedures used.
* Activity records (such as films).
* Personal accountability/responsibility.
Worker-Oriented Activities
* Human behaviours performed in work (such as sensing, decision
making, performing physical actions or communicating).
* Elemental motions (such as those used in time and motion studies).
* Personal job demands (human expenditures involved in work, such as
energy expenditure).
Machines, Tools, Equipment, and Work Aids Used
» Computers (hardware and software).
» Safety equipment (goggles and groves).
» Office tools (pone, fax, and books).
Job-Related Tangibles and Intangibles
* Materials processed.
* Products made.
* Knowledge dealt with or applied (such as law or chemistry).
* Services rendered (such as laundering or repairing).
Work Performance
» Work measurements (i.e., time taken).
* Work standards.
* Error analysis.




* Other aspects.
Job Context
* Physical working conditions
* Work schedule.
* Organised context.
* Social context.
* Incentives (financial and non-financial).
Personal Requirements
» Job-related knowledge and/or skills (such as education, training, or
work experience required).
* Personal attributes (such as aptitudes, physical characteristics,
personality, interests required).

(Source: William P. Anthony, et. al., Human Resource Management—A Strategic
Approach, Thomson, 2008, p. 208)

o Job Analysis 3
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Fig. 5.1 Job Description and Job Specification
Source: Dale S. Beach, Personnel—The Management of People at Work, p. 166.

The process of job analysis results in two sets of data: (i) Job description,
and (ii) Job specification (Fig. 5.1 brings out the distinction between the two



by-products more clearly).

Job description, as shown in Fig. 5.1, indicates what all a job involves—
tasks and responsibilities taged on to a job, job title, duties, machines, tools
and equipment, working conditions and hazards form part of job description.

The capabilities that the job-holder should possess form part of job
specification. =~ Education, experience, training, judgement, skills,
communication skills and the like are a part of job specification.

What is important is that there should be fit between job demands (job
description) and abilities required to discharge the tasks (job specification).
Any mismatch is likely to result in job dissatisfaction that carries
dysfunctional consequences like low productivity, absenteeism and turnover.

JOB ANALYSIS AND COMPETITIVE ADVANTAGE

As will be explained later, job analysis has its impact on all functions of
HRM. Job analysis, if properly done, will enhance the effectiveness of all HR
activities. Specifically, job analysis benefits an organisation in the following
ways:

» Laying the foundation for human resource planning.

» Laying the foundation for employee hiring

» Laying the foundation for training and development.

» Laying the foundation for performance appraisal.

» Laying the foundation for salary and wage fixation.

» Laying the foundation for safety and wealth (All these are explained

later in this chapter.)
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THE PROCESS OF JOB ANALYSIS

Figure 5.2 illustrates the process of job analysis. The figure also points out
the uses of information about jobs. As may be seen from the figure, job
analysis is useful for several purposes, such as personnel planning,
performance appraisal and the like. Each phase in the process of job analysis

is explained in the paragraphs that follow.

strategic Choices

With regard to job analysis, an organisation is required to make atleast five

choices:

1. The extent of employee involvement in job analysis.
2. The level of details of the analysis.

3. Timing and frequency of analysis.

4. Past-oriented versus future-oriented job analysis.

5. Sources of job data.

Employee Involvement As was stated above, job analysis involves




collecting job-related information-duties, responsibilities, skills and
knowledge required to perform the jobs. It may be stated that in job analysis,
information about a job is collected and not about the incumbent, however,
the job holder is consulted. Employees are often asked to supply vital
information about the contents of job, given their familiarity with it.

Job analysis involves collection of job related information. The focus is on
the job but not on the individual holding the job. However, individuals are
consulted.

To what extent employees need to be involved is a debatable point. Too
much involvement may result in bias in favour of a job, as the employee is
likely to inflate the duties and responsibilities of his jobs, just to make it
appear more important than it actually is. On the other hand, if employees are
not involved or only minimally involved, they tend to become suspicious
about the motives behind the job analysis. Besides, lack of involvement from
employees may lead to inaccurate and incomplete information. The extent to
which employees are involved depends upon the needs of both the
organisation and the employees.

An organisation expects accurate information about the jobs being
analysed. However, the organisation may also be concerned about the
employees’ reactions to having their jobs analysed. In order to prevent
employee dissatisfaction, uncertainty and anxiety, firms should communicate
the reasons for conducting the job analysis and keep the employees informed
about the job-analysis process.

Level of Details The level of analysis may vary from detailed, as in time and
motion studies, to broad as in analysing jobs based on general duties. The
level of analysis affects the nature of the data collected.

The nature of job being analysed determines the level of detail in job
analysis. For example, analysing the number of movements an employee
makes and the frequency of job-related movements would be more relevant
for a crane operator’s job than a HR manager’s position. It would be more
appropriate and informative to analyse a HR manager’s job by describing the
various duties and responsibilities the job requires.



The level of details required in job analysis also depends upon the purpose
for which job-related details are being collected. For example, if the primary
purpose of analysing the job is for a mass input for intensive training
programmes or an input for assessing how much the job is worth, the level of
details required may be great. However, if the job analysis is being done to
add clarification to the rules and responsibilities of job holders, a less-detailed
job analysis may be needed.

Pause and Ponder

An usual practice among organisations is to place all jobs into two
categories: technical and non-technical. Speak with a few of your friends
who work in different companies to validate this statement.

When and How Often Another strategic choice relates to the timing and
frequency of conducting job analysis. Job analysis is generally conducted
when (i) an organisation is newly established and the job analysis is initiated
for the first time; (ii) a new job is created in an established company; (iii) a
job is changed significantly due to change in technology, methods,
procedures or systems; (iv) the organisation is contemplating a new
remuneration plan; or (v) the employees or managers feel that there exist
certain inequities between job demands and the remuneration it carries.

Past-Oriented versus Future-Oriented If an organisation is changing
rapidly due to fast growth or technological change, a more future-oriented
approach to job analysis may be desired. Traditional job analysis information
describes how the job has been done in the past and the manner in which it is
being currently done. If necessary, a future orientation can be given to the job
analysis and predictions may be made as to how the job will be done in future
and the way it should be done. This will allow firms to begin hiring and
training people for these jobs prior to the actual change. For example,
personal computers began to replace electronic typewriters, thus changing the
character of many typist jobs. Many companies anticipated these changes and
began retraining their typists before changing over to personal computers.



Source of Job Data Although the most direct source of information about a
job is the job holder, a number of other human and non-human sources are
available (see Table 5.2). These sources may provide information which an
average job holder cannot, thereby enabling the job analyst to question the
job-holder more effectively.

Table 5.2 Sources of Job Data

Non-human Sources Human Sources
Existing job descriptions and specifications Job analysts
Equipment maintenance records Job incumbents
Equipment design blueprints Supervisors
Architectural blueprints of work area Job experts

Films of employees working
Training manuals and other job training materials

Popular literature such as magazines and
newspapers

Source: Cynthia D. Fisher, et. al, Human Resource Management, Houghton Miffin,
1997, p. 140.

The first place a job analyst should look for information about a job is in
the job-analysis data that already exist. However, the analyst should view this
data with caution. For, they may have been developed using inadequate
procedures or they may no longer be valid descriptions of the present-day
jobs.

In deciding the sources to be used in a given job analysis, the analyst
should follow at least two guidelines:

1. For non-human sources, use such sources which are most recent, and

2. Use several sources for information whenever possible.

A job analyst who uses job incumbents and supervisors as a source of
information should make sure that these individuals have had an adequate
opportunity to perform the job, or observe the job being performed. Care
should be taken to interview both males and females if both the sexes
perform the job. This is desirable since females tend to have lesser job
experience than men. It is also desirable to collect information from both high



and low performers, although the type of information provided by them may
not be significantly different. It is particularly important to collect job-related
details from groups of individuals with varying levels of experience on the
job. This is because the duties performed by individuals with more
experience tend to vary substantially from those having a lesser experience.

Pertaining to human sources, the person who provides data is important
for at least two reasons. First, since job data are used for several purposes, the
information should be collected from reliable sources. Second, when firms
find themselves defending their HR practices in courts of law (as in cases of
sex, race, or age discrimination suits), judges are particularly interested in the
adequacy of the job-analysis information.

The relevance of job analysis is becoming vague more now than even
before. Firms are becoming increasingly de-jobbed—jobs are becoming more
amorphous and more difficult to define.

Organisations are increasingly getting de-jobbed. Jobs are becoming more
amorphous and more difficult to define.

De-jobbing is the result of several changes taking place in business
today. Firms need to keep pace with a number of revolutionary forces—
accelerating product and technological changes, globalised competition,
deregulation, political instability, demographic changes, trend towards a
service-oriented society, and the arrival of the information age. Forces like
these have changed the playing field on which firms compete. This rapid
change has dramatically increased threats for firms. They need to be
responsive, flexible, and capable of competing in a global market place.

Pause and Ponder

Amazon.com is one company that has de-jobbing practice. Here a
worker is switching from job to job in three months’ intervals. The .com
puts more emphasis on broader worker specifications than on detailed job
descriptions. Do you find any other organisation(s) practising de-jobbing?

Flattening organisations, creating empowered teams, re-engineering and



the like are the techniques which make firms highly responsive, flexible and
competitive. Firms are slowly moving towards new organisational
configurations, ones built around jobs that are broad and that may change
every day. People in such situations no longer take their cues from job
descriptions or a supervisor’s instructions. Signals come from the changing
demands of the work. Workers learn to focus their individual efforts and
collective resources on such work that needs doing. They change as the needs
of the hour change. Managers lose their jobs, not because they are unfit, but
because they have no work to do. Exhibit 5.1 describes some practical HR
implications.

IHUILIESNEN Job Analysis, Human Resource, and the De-jobbed
Company

Because job descriptions are (deservedly) so well-ingrained in the way
most companies operate, it is unlikely that most firms could (or should) do
without them, at least for now. As the number of firms which are shifting to
HR systems that do not involve job description, the question is—what
replaces them?

In the exploration division of one firm—British Petroleum (BP)—the
need for a flatter organisation and empowered employees inspired the
management to replace job descriptions with matrices listing skills and skill
levels. The senior management wanted to shift employees’ attention from a
job description (“that’s not my job” mentality) to one that would motivate
the employees to obtain the new skills they needed to accomplish their
broader responsibilities. The solution was a skills matrix. Skills matrices
were created for various jobs within two classes of employees, those on a
management track and those whose aims lay elsewhere (such as those
stayed in engineering). For each job or job family (such as the position of a
drilling manager), a matrix was prepared. It identified (i) the basic skills
needed for that job, and (ii) the minimum level of each skill required for
that job or job family.

Such a matrix shifts employees’ focus. The emphasis in no longer on a
job description which lists specific job duties. Instead, the focus is on
developing the new skills needed for the employees’ broader, empowered,
and often relatively undefined responsibilities.



The skills-matrix approach has prompted other HR changes in BP’s
exploration division. For example, the matrices provide a constant reminder
of the skills that employees must improve, and also the firm’s new skill-
based pay awards based on skills improvement. Similarly, performance
appraisals now focus more on employee skills, and every training
programme emphasises developing broad skills like leadership and
planning—ones that are applicable across a wide range of responsibilities
and jobs.

Broader HR issues are also involved when firms de-job. The de-jobbed
company should find people who can work well without the cue system of
job descriptions. This puts a premium on hiring people, as the people
should be with the skills and values to handle empowered jobs.

There is also a shift from training to education, in other words, from
teaching employees the “how” of the job to increasing their insight and
understanding regarding its “why”. In a rapidly changing industrial
environment, the demands for flexibility and responsiveness mean that it is
impossible to hire people who already know everything. Here, continuing
education over the course of the employees’ organisational career becomes
the norm.

Source: Gary Dessler, Human Resource Management, Prentice-Hall of India, 1998, p.
111.

information Gathering

This step involves decisions on three issues, viz;

1. What type of data is to be collected?

2. What methods are to be employed for data collection?

3. Who should collect the data?

So far as the type of data to be collected is concerned, it may be stated that
all details about the job need to be collected. Table 5.1 (p. 138) brings out the
elements to be gathered from a given job. The type of data, however, depends
on the end use of the information, as also on the time and budget constraints.

With regard to the methods for data collection, there are several of them,
but the more prominent of them are—(i) observation, (ii) interview, (iii)
questionnaires, (iv) checklists, (v) technical conference, and (vi) diary



methods. These methods will be explained in detail later.

With regard to the persons employed to collect data, it may be stated that
three types of individuals are used. They are—(i) trained job analysts, (ii)
supervisors, or (iii) job incumbents.

Each of these alternatives has its own merits and demerits. Trained
analysts, for example, will lend objectivity and standardisation to the data
collected but they, implicitly, mean outflow of money. Supervisors and job
holders provide information with no extra cost, but the data may not be
objective and standardised. Table 5.3 summarises the advantages and
limitations of the three alternatives of data collection. It may be stated that the
individuals who collect job-related data determine the accuracy, speed and
cost of information.

Table 5.3 Personnel Responsible for Data Collection—Advantages and Limitations

Persons Collecting Advantages Limitations
Job Analysis Data
Trained analyst Ohbjectivity is maximised Expensive
Consistent reporting of information May overlook certain intangible
Expertise in job-analysis method used  aspects of job because of lack of
familiarity
Supervisor Familiarity with jobs being analysed Meeds training for effective job
Fast data collection analysis Severe time burden
Intangible aspects of job too are imposed
collected Objectivity may be a problem
collected
Less standardisation of data
Job holder Greater familiarity with the job Problems with response patterns
Fast data collection due to ambiguity in job analysis
Less expensive questionnaire
Poor standardisation of data
Restrictive job sample (unless
other employees in the same job
also analyse their jobs)

The selection of a particular method of collecting job-analysis information
and of the person(s) to be involved depends on two important factors: (i)
what is the purpose of job analysis, and (ii) what is the status of the current
job analysis programme?°

With regard to the purpose of job analysis, it may be stated that the
programme is useful in overall PM/HRM. Specifically, job analysis, as stated



earlier, provides information to develop job descriptions and job
specifications, and to conduct job evaluations. These, in turn, are useful in
helping managers identify the kinds of individual they should recruit, select,
and develop, as well as providing guidance for decisions about training and
career development, performance appraisal, and wage and salary
administration.

Speaking about the status of the job-analysis programme, there are two
possibilities. First, a given company may not have such a programme. Two,
the firm may have a well-established job-analysis programme. Where the
programme is non-existent, the company must appoint a consultant who will
select a method for data collection, supervise its administration and analyse
the information, and write the job descriptions and specifications.

For organisations with a well-established job-analysis programme, it
should be remembered that job-analysis information provides only a snapshot
of a particular job. Jobs change over a period of time due to technological
innovations, organisational restructuring and changes in products, among
other reasons. Thus, well-administered job-analysis programmes provide a
built-in system for periodically reassessing jobs. This reassessment may be
done, expeditiously, through observations, interviews, or by using a brief
questionnaire or checklist. Unlike performing job analysis from scratch,
keeping the programme up-to-date is a much less expensive and less time-

consuming endeavour.®

Information processing

Once the job information has been collected, it needs to be processed, so that
it would be useful in various personnel functions. Specifically, job-related
data would be useful to prepare job description and job specification (see Fig.
5.1).

Job Description Job description implies objective listing of the job title,
tasks, duties and responsibilities involved in a job. Job specification, on the
other hand, involves listing of employee qualifications, skills and abilities.
These specifications are needed to do the job satisfactorily. Often,
practitioners make no distinction between job description and job
specification. The two terms are used interchangeably. Exhibit 5.2 shows a



typical job description of a Senior Officer (Direct Materials, Manufacturing,
Planning and Sales).

15UV L] WA Job Description

1. JOB TITLE Senior Officer (Direct Materials,
Manufacturing, Planning and Sales)
—ABE/VLP

2. RANGE Nasik—N/WEL

3. DEPARTMENT Direct Materials, Manufacturing

Planning and Sales—ABE/VLP

4. REPORTS TO—(Functionally) Manager (Materials) N/AVE
— Manager (Materials) N/AVE
(Administratively)

5. IMMEDIATE LEVEL SUBORDINATES
(i) Officer (Purchase and Packing Materials, Vendor Development)
(ii) Assistant Officer (Direct Materials Planning)
(iii) Assistant Officer (Despatch)
(iv) Assistant Store Keeper (Finished Goods)
6. OBJECTIVES OF THE JOB (Summary of the position):
(i) Planning, following of direct materials, purchased components.

(ii) Planning and procurement of all packing materials. Price
negotiations, vendor development.

(iii) Planning quantity of products/components to be produced as per
production programme and release of manufacturing orders.

(iv) Inventory control of direct materials, manufactured components
and wip (products). Control of critical items and of slow/non-
moving items.

(v) Maintenance of all Central Excise records and rules.

(vi) Planning, scheduling and despatch of finished goods.

(vii) Transport contracts, negotiations and transport arrangements.
(viii) Proper receipt, storage and issue/packing of finished goods.

7. PRINCIPAL DUTIES AND RESPONSIBILITIES
Manufacturing Planning



(@)

(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

x)

Co-ordination with B/VLP VKH and other personnel from, VEL
range for sales programme supplies, production and despatch of
urgent items made at Nasik. Translate sales requirements into
manufactured components at various stages considering scrap.

Decide quantities and due months for manufacturing orders at
various stages of production, with due consideration for sales
programme and wip limits. Prepare and issue manufacturing of
orders to shop through PPC or stores and pre-determined quantity
material indents.

Control issue of manufacturing orders to meet wip limits. Follow
up issued orders to minimise pending orders. Review and modify
manufacturing orders according to changes in sales programme.
Materials Planning

Prepare short term (4-6 months) materials plans for ABE including
materials call-off schedules. Prepare critical items list to B/ABE o1
a monthly basis.

Review supplies against material call of schedules and follow up
for critical list items.

Prepare monthly, weekly and quarterly data regarding material
receipts stocks, issued at Nasik for ABE. Provide data for long terr
(15 months) material planning for imported materials used at Nasil
for obtaining import licenses.

Plan, indent, release orders for packing materials. Review and
modify orders based on sales programme changes.
Inventory Control

Control Nasik inventories of direct raw materials by monitoring
material inflows, advance/excess deliveries. Review excess/dead
stocks periodically and initiate actions for disposal. Identify high
wip stocks and assist N/FAF, N/PPC, shop to correct situation.

Prepare inventory projections with changes in production levels,
product mix, process, capacity or through put times.
Future Plans

Supervise receipt storage and issue of raw materials and
manufactured components at various stages of manufacture. Ensur
compliance with norms, e.g. Limit issues to predetermined
quantity, indents, etc.



(xi)

(xii)

(xiii)
(xiv)

(xv)

(xvi)

(xvii)

Supervise receipt, storage, issue and return of materials to STE
through Stores Officers/ Assistant Store Keeper.

Ensure regular operation of scrapyard through highlighting, non-
disposal of scrap, ensuring correct removal of scrap disposal.
Sales

Plan monthly despatch. Ensure and follow daily despatch schedule
Arrange transport. Check, ensure timely deliveries.

Ensure proper maintenance and follow Central Excise rules,
documentation.

Inventory control by arranging timely despatches.

Transport contracts and development of new transporters mainly
for despatches of finished goods.

Prepare monthly production statements, yearly quantity
reconciliation as per production statements and as per Central
Excise records.

(xviii) Insurance matters and claims for finished goods.

(xix)

(xx)

(i)

(i)

(iii)
(iv)

v)

Ensure smooth functioning of finished goods stores, proper receipt
storage, issue, packing and loading.

Arranging direct export, ensure proper documentation, liaise with
VH/BO, VKA for early clearance, for future orders.
Others

Plan and execute periodic stock taking of materials in stores and in
shops. Analyse and reconcile inventory differences.
Modify/improve systems to ensure minimum discrepancies.
Liaise with external auditors, N/WIR personnel to help generate
statutory balance sheet schedules related to materials consumption
stocks and production figures.

Administration of N/ABE/VLP department—Ieave, overtime
training, disciplinary action, etc.

Co-ordination and follow up with N/FVB, N/FAF and B/EMV
development and trial orders for Nozzles and Nozzle holders to
ensure completion of orders by due dates.

Attending customer urgencies, coordinate with N/FAF—PPC to
change schedules if required. Follow up to maintain commitments



as per due dates.
(vi) Attending external auditors from Central Excise/CERA.
8. AUTHORITY LIMITS
Decisions taken without prior reference to superiors:
(i) Buffer stock levels of individual items.

(ii) Manufacturing orders release in line with sales/production
programme.

(iii) Flow of material.

(iv) Alternate materials usage in consultation with N/FVB personnel.

(v) Leave, overtime of ABE/VLP department.

(vi) Daily despatches, mode of despatch.
Only recommendations made and decisions to be approved by superiors:

(i) Changes in sales/production programme.
(ii) Critical material follow up.
(iii) Increments to personnel in ABE/VLP

Exhibit 5.3 is a typical example of job description and job specification
being combined.

1541 L) % Combination of Job Description and Job Specification

Director—Human Resources

Our client is a large speciality chemicals corporation with a global
presence. The organisation has an impressive growth and profitability
record. Its corporate mission is to become a key international player in its
field and it invites you to join the top management team to accomplish this
challenging task.

You would be responsible for:

* Providing leadership to a team of managers in training and
development, personnel and industrial relations.

* Providing process and system inputs for enabling the company to
achieve the goal of continuous performance improvement across the
organisation.

* Influencing the management style and culture for creating an



environment of excellence and in fostering a feeling of ownership
among the employees.

* Periodically reviewing and restructuring the organisation as required

by changing market scenario and business strategy.

Success in this assignment requires a total business perspective with
specialisation in Personnel Management and Organisational Development.
You should possess a post graduate qualification in management with a
proven track record of achievement in the above areas. The position
requires a high degree of initiative, tenacity and strategic influencing skills.
The preferred age is around 45 years.

If you are confident of your abilities and enjoy challenge, this could be
the opportunity you are looking for. Our client ranks amongst the best
paying organisations in India. The position offers ample opportunities for
career growth.

Please send your detailed resume through speed post. Your identity will
not be disclosed to the client until we have discussed the position with you
in detail.

Purposes of Job Analysis

As was stated earlier, job analysis is useful for overall management of all
personnel activities. While this is a generalised statement, it is important to
specify the uses of job analysis.

Job-related data obtained from a job-analysis programme are useful in
HRP, employee hiring, training, job evaluation, compensation, performance
appraisal, computerised personnel information systems, and safety and health
(see Fig. 5.3). Each of these applications of job analysis is described in brief
here. They will however be explained in greater detail in subsequent chapters.
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Fig. 5.3 Uses of Job Analysis

Human Resource Planning HRP, as pointed out in Chapter 4, determines as
to how many and what type of personnel will be needed in the near future.
The number and the type of personnel are determined by the jobs which need
to be staffed. Job-related information is, therefore, necessary for HRP.

Recruitment and Selection Recruitment needs to be preceded by job
analysis. Job analysis helps the HR manager to locate places to obtain
employees for openings anticipated in the future. An understanding of the
types of the skills needed and types of job that may open in the future,
enables managers to have a better continuity and planning in staffing their
organisation.

Similarly, selecting a qualified person to fill a job requires knowing
clearly the work to be done and the qualifications needed for someone to
perform the work satisfactorily. Without a clear and precise understanding of
what a job entails, the HR manager cannot effectively select someone to do
the job.

The objective of employee hiring is to match the right people with the
right jobs. The objective is too difficult to achieve without having adequate
job information.



Training and Development Job analysis is useful for an HRD manager
inasmuch as it helps him/her know what a given job demands from the
incumbent in terms of knowledge and skills. Training and development
programmes can be designed depending on the job requirements. Selection of
trainees is also facilitated by job analysis.

Job Evaluation Job evaluation involves determination of relative worth of
each job for the purpose of establishing wage and salary differentials.
Relative worth is determined mainly on the basis of job description and job
specification.

Remuneration Job evaluation helps determine wage and salary grades for all
jobs. Employees need to be compensated depending on the grades of jobs
which they occupy. Remuneration also involves fringe benefits, bonus and
other benefits. Clearly, remuneration must be based on the relative worth of
each job. Ignoring this basic principle results in inequitable compensation. A
perception of inequity is a sure way of demotivating an employee.

Performance Appraisal Performance appraisal involves assessment of the
actual performance of an employee against what is expected of him/her. Such
assessment is the basis for awarding promotions, effecting transfers, or
assessing training needs. Job analysis facilitates performance appraisal
inasmuch as it helps fix standards for performance in relation to which actual
performance of an employee is compared and assessed.

Personnel Information Organisations generally maintain computerised
personnel information systems. Such information system is useful as it helps:

1. Improve administrative efficiency by speeding up the provision of data,
by reducing the resources required to carry out routine administration,
and by freeing the resources for higher-value activities which are
fundamental to the success of the management.

2. Provide decision support—information which gives a factual basis for
decisions concerning the planning, acquisition, development, utilisation
and remuneration of human resources.’

Job analysis is vital for building such information systems.



Safety and Health The process of conducting a detailed job analysis
provides an excellent opportunity to uncover and identify hazardous
conditions and unhealthy environmental factors (such as heat, noise, fumes,
and dust), so that corrective measures can be taken to minimise and avoid the
possibility of human injury.?

METHODS OF COLLECTING JOB DATA

The methods of collecting job-related data are—(i) observational method, (ii)
interviews, (iii) questionnaire, (iv) checklists, (v) technical conferences, and
(vi) diary (see Fig. 5.4). A combination of these approaches may be used
depending upon the situation and the organisation. A brief description of each
method is in order.

Interviews J

0N """-\.\_ _@_-:-'
" S o
Observation :3' _l $ l_
l(,_f’

—_—
{:/ Questionnaire
% ._

Job N
N_ Data /1
._\H-. — -’.’_r
I i 1“\\ h i - | ‘_//P Di 1
Checklist /,J g b iary
. -__d_.-" h-'*h-._ . ]

Technical
Conference

Fig. 5.4 Methods of Collecting Job Data

Pause and Ponder

Apply the six methods of collecting job data to the roles of a professor and
a principal. Observe the key differences between the two jobs and ascertain
which method is best for each role.

Observation In this method, the job analyst carefully observes the job holder
at work and records what he or she does, how he or she does, and how much
time is needed for completion of a given task. This method has both positive



as well as negative sides. On the positive side, the method is simple, and the
data collected are accurate because of direct observation. On the flip side, it
may be told that the method is time consuming and inapplicable to jobs
which involve high proportions of unobservable mental activities and those
which do not have complete and easily observable job cycles. The analyst
needs to be trained to carefully observe and record the competence of a job
incumbent. And training means additional cost. Considering all these, the
observation method may be used for analysing repetitive, short-cycle,
unskilled and semi-skilled jobs. Better results will be available when the
observation method is used along with other method(s) of job analysis.

Interview In this, the analyst interviews the job holder and his/her supervisor
to elicit information about the job. Usually, a structured interview form is
used to record the information. During the interview, the analyst must make
judgements about the information to be included and its degree of
importance.

The interview method is time consuming. The time problem will be
compounded if the interviewer talks with two or more employees doing the
same job. Furthermore, professional and managerial jobs are more
complicated to analyse and usually require a longer interview.® Then, there is
the problem of bias. Bias on the part of the analyst and the job holder may
cloud the accuracy and objectivity of the data obtained. The interview method
has one positive feature, that is, it involves talking to the job holders who are
in a good position to describe what they do, as well as the qualifications
needed to perform their duties in a competent manner.

The effectiveness of the interview method depends on the interviewer and
on the ability of the job holder to make meaningful responses.

Questionnaire Job holders fill in the given structured questionnaires, which
are then approved by their supervisors. The filled-in questionnaires offer
enough data on jobs. Standard questionnaires are available or they may be
prepared for the purpose by the analysts. Standard or prepared, questionnaires
should contain the following basic information:'°

1. The job title of the job holder;

2. The job title of the job holder’s manager or supervisor;

3. The job titles and numbers of the staff reporting to the job holder (best



recorded by means of an organisation chart);

4. A brief description (one or two sentences) of the overall role or purpose

of the job; and

5. A list of the main tasks or duties that the job holder has to carry out; as

appropriate, these should specify the resources controlled, the
equipment used, the contracts made and the frequency with which the
tasks are carried out.

These basic details can be supplemented by questions designed to elicit
from the job holder some information about the level of his/her
responsibilities and the demand made upon him/her by the job. Such
questions are difficult to phrase and answer in a meaningful way. The replies
may be too vague or misleading and usually have to be checked with the job
holder’s supervisor. But they at least give the job holder an opportunity to
express his/her feelings about the job and they can provide useful leads for
further clarifications. These questions can cover such aspects of the job as:

1. The amount of supervision received and the degree of discretion

allowed in making decisions;

2. The typical problems to be solved and the amount of guidance available

while solving the problems;

3. The relative difficulty of the tasks to be performed; and

4. The qualifications and skills required to carry out the work.'

The questionnaires method has its own advantages and limitations. The
major advantage of the questionnaire method is that information on a large
number of jobs can be collected in a relatively short period of time. But some
follow-up observations and discussions are necessary to clarify inadequately
filled-in questionnaires and interpretation problems. Further, the
questionnaire method helps save time and the staff required to carry out the
programme. Finally, all the job holders participate in the method unlike in an
interview where one or two workers only would participate.

The accuracy of the information obtained through the questionnaire leaves
much to be desired. Jobanalysis work requires specialised knowledge and
training. The average employee, although, knows best what his/her duties are,
he/she is not trained to identify the essential aspects of his/her work and often
cannot express the information in a meaningful and clear fashion.!? To
depend exclusively upon questionnaires as the source of job information is



bound to create some errors in the programme.

Checklists A checklist is similar to a questionnaire, but the response sheet
contains fewer subjective judgements and tends to be either-yes-or-no
variety. Checklists can cover as many as 100 activities and job holders tick
only those tasks that are included in their jobs.!® Preparation of a checklist is
a challenging job. The specialists who prepare the list must collect all
relevant information about the job concerned. Such information can be
obtained by asking supervisors, industrial engineers, and others familiar with
the work. When a checklist has been prepared for a job, it is sent to the job
holder. The job holder is asked to check all listed tasks that he/she performs
and indicate the amount of time spent on each task as well as the training and
experience required to be proficient in each task. He/she may also be asked to
write any additional tasks he/she performs which is not stated in the checklist.
The checklist, thus answered, will be the basis for tabulating job-related data.

One advantage of the checklist method is that it is useful in large firms
that have a large number of people assigned to one particular job. Also, this
technique is amenable to tabulation and recording on electronic data-
processing equipment. The technique, however, is costly and, hence, not
suitable for small firms.

Technical Conference Method In this method, services of supervisors who
possess extensive knowledge about a job are used. It is from these experts
that details about the job are obtained. Here, a conference of supervisors is
used. The analyst initiates discussion which provides details about jobs.
Though a good method of data collection, this method lacks accuracy
because the actual job holders are not involved in collecting information.

Diary Method This method requires the job holders to record in detail their
activities each day. If done faithfully, this technique is accurate and
eliminates errors caused by memory lapses the job holder makes while
answering questionnaires and checklists. This method, however, is time
consuming because the recording of tasks may have to be spread over a
number of days. It also engages considerable time of a production worker. No
wonder, the diary method is not used much in practice.

The methods described above are not to be viewed as mutually exclusive.



None of them is universally superior. The best results can be obtained by a
combination of these methods.

Quantitative Techniques The methods of collecting job-related data,
described above, are used by most employers. But there are occasions where
these narrative approaches are not appropriate. For example, where it is
desired to assign a quantitative value to each job so that jobs can be
compared for pay purposes, a more quantitative approach will be appropriate.
The position analysis questionnaire, management position description
questionnaire and functional job analysis are the three popular techniques of
job analysis.

Position Analysis Questionnaire The Position Analysis Questionnaire
(PAQ) is a highly specialised instrument for analysing any job in terms of
employee activities. The PAQ contains 194 job elements on which a job is
created depending on the degree to which an element (or descriptor) is
present. These elements are grouped into six general categories. Exhibit 5.4
describes the categories and given examples of rating scales used to collect

information and rate jobs.'#

15 UILITR S Rating Scales used with the PAQ

There is provision for rating each job on each job element. Six types of
rating scales are used, as follows:
Letter identification Type of Rating Scale

U Extent of Use

I Importance to the job

T Amount of Time

P Possibility of Occurrence
A Applicability

S Special Code

(used in the case of a few specific
job elements)
A specific rating scale is designated to be used with each job element, in
particular the scale considered most appropriate to the content of the



element. All but the “A” (Applicability) scale are 6-point scales, with “0”
(which is coded as “N”) being used for “Does not apply,” as illustrated
below:

Rating Importance to the Job

N Does not apply

Very minor (Importance)
Low

Average

High

Extreme

u A W N -

Source: William P. Anthony, et. al., Strategic Human Resource Management, Dryden
Press, 1993, p. 223.

The primary advantage of the PAQ is that it can be used to analyse almost
every job. Further, this analysis provides a comparison of a specific job with
other job classifications, particularly for selection and remuneration purposes.
However, the PAQ needs to be completed by trained job analysts rather than
incumbents or supervisors, since the language in the questionnaire is difficult
and at a fairly high reading level.

Management Position Description Questionnaire The Management
Position Description Questionnaire (MPDQ) is a highly structured
questionnaire containing 208 items relating to managerial responsibilities,
restrictions, demands and other miscellaneous position characteristics.!®
These 208 items are grouped under the 13 categories as shown in Table 5.4.

Table 5.4 Management Position Description Questionnaire

1. Product, marketing and financial strategy planning.

2. Co-ordination of other organisational units and personnel.
3. Internal business control.

4. Products and services responsibility.

5. Public and customer relations.

6. Advanced consulting.




10. Supervision.

11. Complexity and stress.

12. Advanced financial responsibility.
13. Broad personnel responsibility.

. Autonomy of actions.
. Approval of financial commitments.
. Staff service.

O 0 J

Source: Lloyd L. Byars and Leasile W. Rue, op. cit., p. 92.

The PAQ and MPDQ yield standardised information about the worker and
the job.

Functional Job Analysis Functional Job Analysis (FJA) is a worker-oriented
job analytical approach which attempts to describe the whole person on the

job. The main features of FJA include the following:'®

1

6.

. A fundamental distinction must be made between what has been done

and what employees need to do to get the things done. For example, bus
crew do not carry passengers, but they drive vehicle and collect fare.

. Jobs are performed in relation to data, people and things.
. In relation to things, employees draw on physical resources; in relation

to data, employees draw on mental resources; and in relation to people,
employees draw on interpersonal resources.

. All jobs require employees to relate data, people and things to some

degree.

. Although, the behaviour of employees and their tasks can be described

in many ways, only a few functions are involved. For example, while
interacting with machines, employees feed, tend, operate, and or set up.
Although, each of these functions occurs over a wide range of difficulty
and content, each essentially draws on a relatively narrow and specific
range of similar kinds and degrees of employee characteristics and
qualifications.

The levels of difficulty required in dealing with data, people and things
are hierarchical and can be represented by an ordinal scale.

Table 5.5 defines the levels of difficulty for various jobs with regard to

data,

people and things. The lower the number associated with the function,



the more difficult the function is. For example, synthesising data (0) is more
difficult than compiling data (3). After a job’s difficulty has been described
using this numerical scheme, the information can be compared to the job
elements reported in the Dictionary of Occupation Titles (DOT), which is a
standardised data-source describing a wide range of jobs. Once the closest
job in the DOT has been located, the accompanying job description can be
modified as necessary, to fit the specific job being analysed. Functional job
analysis has the advantage of being relatively easy to learn, using a
standardised format.

Table 5.5 Levels of Difficulty for Worker Functions in FJA

Data People Things
0. Sythesising 0. Mentoring 0. Setting up
1. Co-ordinating 1. Negotiating 1. Precision Working
2. Analysing 2. Instructing 2. Operating-controlling
3. Compiling 3. Supervising 3. Driving-operating
4. Computing 4. Diverting 4. Manipulating
5. Copying 5. Persuading 5. Tending
6. Comparing 6. Speaking-signalling 6. Feeding-off bearing
7. Serving 7. Handling

8. Taking Instructions-helping

Source: Lloyd L. Byars and Lesile W. Rue, op. cit., p. 93.

JOB ANALYSIS AND TOTAL QUALITY MANAGEMENT
(TQM)

Job analysis seems to be inconsistent with total quality management (TQM)
which is a mantra of management. TQM, in its essence, implies total
commitment to quality. The essential features of TQM are:!”
1. Creation of a common company theme;
. Creation of customer centric mentality;
. Improvement becoming part of the job;
. Each function to reassess its purpose;
. Improvement becoming a continuous process;
. Communications to improve; and
. Bureaucracy to be reduced.
Each of these principles of TQM calls for a new orientation and a broad

N Uk WN



perspective on the part of every employee. A data entry operator in an office,
for example, can no longer be confined only to typing letters as stipulated by
his/her job description. He/she must look beyond his/her job requirement and
consider the entire office as his/her area of operation. This logic can be
extended to other jobs also. In the TQM dispensation, almost everybody will
be required to attend to every task, the ultimate goal being the offer of better
quality products or services.

Job analysis, which distinguishes one job from another, seems to be
inconsistent with TQM. The job description of a Senior Officer (Direct
Materials, Manufacturing Planning and Sales), for example (see Exhibit 5.2),
talks about planning, inventory control, sales and others. But the description
is silent about quality of incoming materials, rejects, scraps, waste disposal,
and the like. The officer must be held responsible for quality and scrap of the
incoming materials.

It does not mean that job analysis is losing its relevance. TQM or no
TQM, job analysis is useful inasmuch as it stipulates the tasks to be
performed by the job holder. What needs to be done to maintain job analysis
under TQM is to make a job description contain basic tasks of the job,
leaving scope for additional duties.

Job analysis is inconsistent with TQM. TQM expects every employee to
do everything, while job analysis prescribes definite duties and
responsibilities to each employee.

JOB ANALYSIS AND STRATEGIC HRM

A job analyst needs to be proactive in describing jobs. In other words, an
analyst should not only give descriptions of jobs as they exist in an
organisation, he or she should also describe jobs that will exist in the future
firms. There is a growing realisation of the need to match human resource
activities with an organisation’s strategic planning. An important part of this
task is the job analyst’s ability to write job specifications that accurately
detail the knowledge and skills that will complement the future strategic
initiatives of the company. In future, job descriptions will no longer be
snapshots of a static entry called a “job”. Instead, strategic job analysis will



have to be capable of capturing both the present and the future.!®

POTENTIAL PROBLEMS WITH JOB ANALYSIS

Certain problems crop up while conducting job analysis. The major ones are
described below:

Support from Top Management In most cases, top management support is
missing. The top management should make it clear to all employees that their
full and honest participation is extremely important for the process. This
message is, often, not communicated.

Single Means and Source This relates to the defect in the process of job
analysis. There are many proven methods and sources of collecting data. All
too often, analysts rely on only one of the methods when a combination of
two methods might provide a better data.

No Training or Motivation This also relates to the defect in the job-analysis
process. Job holders are a great source of information about the job. But they
are not trained or motivated to generate quality data for job analysis. Further,
job holders are rarely made aware of the importance of the data, and are
never rewarded for providing accurate data.

Activities may be Distorted Where training and preparedness do not exist,
job holders tend to submit distorted data, either intentionally or inadvertently.
For example, employees are likely to speed up, if they know they are being
watched.

REQUISITES FOR JOB ANALYSIS

1. The job analysis should be so designed that derivation of job
descriptions and job specifications becomes easy.

2. Managers should communicate all relevant information to employees
concerning the job analysis to prevent unnecessary uncertainty and
anxiety.

3. When major organisational changes take place, job analysis should be



undertaken.

4. The purpose of job analysis, the extent of employee involvement, the
type of information required and the levels of details required should be
specified.

5. Seek answers to the following:

* Do I understand this job?

» Are all major aspects of the job covered?

* Why the job exists?

» What precisely is it expected to achieve?

» What are the reporting relations of this job?

» What elements of planning, organising, evaluating and innovating are
required?

» What marks the boundaries of the jobholder’s authority and
discretion?

» What are the demanding aspects of the job?

» What interactions are needed?

» What specific skills are needed to do the job?

» Will this description communicate that understanding to others?

» Can I see the difference between this job and others?

* Is there an overlap of job purpose/accountabilities with other jobs?

» Is it concise, to the point and in present tense?

» Is the information provided specific to the job and not to the person
doing the job?

COMPETENCY-BASED JOB ANALYSIS

Job analysis, as has been stated earlier, is the process of collecting job related
information. As Table 5.1 shows, job related data include duties,
responsibilities, working conditions, use of tools and equipment, and the like.
In other words, they are all job-related. In high performance work
environments, as noticed in most of the new economy firms, in which
organisations need workers to seamlessly move from job to job and exercise
self-control, job descriptions based on lists of job-specific duties may actually
inhibit (or fail to encourage) the flexible behaviours the companies need. 18

Where the focus is on the individual, but not on the job, the process



becomes competency-based job analysis. Job analysis here seeks to collect
competencies of employees rather than job duties. Competencies include
measurable and observable behavioral competencies that an employee must
exhibit to do the job well. Obviously, job descriptions prepared on
competency based job analysis will centre around competencies of
individuals, no matter which jobs they occupy.

Typical competencies included in the competency-based job analysis
include the following:

» Self-control

* Self-development

* Personal organisation

* Positive approach

* Delivering results

* Providing solutions

* Systemic thinking

« Attention to detail

* Creating customer service

* Delivering customer service

 Continuous improvement

* Developing people

» Working with others

* Influencing

* Leading

* Delivering the vision

 Change and creativity

Three reasons justify competency-based rather than duties-based job
analysis. First, as stated earlier, high performance work systems may suffer if
job descriptions are based on job duties rather than competencies. High
performance work systems are designed to encourage employees to work in a
self-motivated way, by organising work around teams, by encouraging team
members to rotate freely among jobs (each with its own skill set), by pushing
more responsibility for things like day-to-day supervision down to the
workers, and by organising work around projects or processes in which jobs
may blend or overlap. Employees here must be enthusiastic about learning
and moving among jobs. Giving some one a job description with a list of
specific duties may simply breed a “that-is-not-my-job” attitude, by slotting



workers too narrowly.18(®)

Second, jobs in organisations are changing so rapidly that, even with
computer assistance and user-friendly description software, HR professionals
cannot keep up with the changes. Instead of seeking to cope with the
constantly changing jobs, competency-based analysis focuses on the
individuals. Organisations are replacing the notion of “jobs” while
considering what “roles” and “competencies” will be required for the 21st
Century.

Third, jobs are getting reorganised, TQM programmes are being
implemented and value of teams is emphasised in organisations. Companies
are now identifying, communicating, and rewarding a variety of broad-based
competencies that successful employees must possess. Also called
‘competency modeling’, such usage of competencies in HR practices reflects
a firm’s desire to—

* Describe and measure the organisation’s workforce in more general,

competency terms;

* Design and implement staffing programmes focused around
competencies as a way of increasing staffing flexibility in job
assignments; and

* Accept that career planning and development are one’s own
responsibility.

JOB DESIGN

The logical sequence to job analysis is job design. Job analysis, as was
explained earlier, provides job-related data as well as the skills and
knowledge expected of the incumbent to discharge the job. Job design, then,
involves conscious efforts to organise tasks, duties, and responsibilities into a
unit of work to achieve certain objectives.

Thus, job design involves three steps:

1. The specification of individual tasks,

2. The specification of the method(s) of performing each task, and

3. The combination of tasks into specific jobs to be assigned to

individuals.



Job design involves conscious efforts to organise tasks, duties and
responsibilities into a unit of work to achieve certain objectives. Job design
follows job analysis.

Steps 1 and 3 determine the content of the job, while Step 2 indicates
precisely how the job shall be performed. While designing a job,
requirements of the organisation and individual needs of the job holder must
be considered. The key to successful job design lies in balancing the
requirements of the organisation and the job holder.

Traditionally, the practice in designing job has been simplifying the tasks
to be performed. This usually results in making jobs highly specialised.
While specialisation has many advantages, it can result in boredom and even
degradation of the job holder (also read Exhibit 5.5).

I UL Work Specialisation

Early in the last century, Henry Ford became rich and famous by building
automobiles on an assembly line. Every Ford worker was assigned a
specific, repetitive task. For instance, one person would just put on the
right-front wheel and someone else would install the right-front door. By
breaking jobs up into small standardised tasks, which could be performed
over and over again, Ford was able to produce cars at the rate of one every
ten seconds while using employees who had relatively limited skills.

Ford demonstrated that work can be performed more efficiently if
employees are allowed to specialise. Today, we use the term, work
specialisation, or division of labour to describe the degree to which tasks in
the organisation are subdivided into separate jobs.

The essence of work specialisation is that, rather than an entire job
being done by one individual, it is broken down into a number of steps,
each step being completed by a separate individual. In essence, individuals
specialise in doing a part of an activity rather than the entire activity.

By the late 1940s, most manufacturing jobs in industrialised countries
were being done with high work specialisation. The management saw this
as a way to make the most efficient use of its employees’ skills. In most
organisations, some tasks require highly developed skills; others can be



performed by the untrained. If all workers were engaged in each step of,
say, an organisation’s manufacturing process, all would have to have the
skills necessary to perform both—the most demanding and the least
demanding jobs. As a result, except when performing the most skilled or
highly sophisticated tasks, employees would be working below their skill
levels. And since skilled workers are paid more than unskilled workers and
their wages tend to reflect their highest level of skill, paying highly skilled
workers to do easy tasks represents an inefficient usage of organisational
resources.

Managers also looked for other efficiencies that could be achieved
through work specialisation. Employee skills at performing a task
successfully increase through repetition. Less time is spent in changing
tasks, in putting away one’s tools and equipment from a prior step in the
work process, and in getting ready for another. Equally important, training
for specialisation is more efficient from the organisation’s perspective. It is
easier and less costly to find and train workers to do specific and repetitive
tasks. This is especially true of highly sophisticated and complex
operations. For example, could Cessna produce one Citation jet a year if
one person had to build the entire plane alone? Finally, work specialisation
increases efficiency and productivity by encouraging the creation of special
inventions and machinery.

For much of the first half of the last century, managers viewed work
specialisation as an unending source of increased productivity. And they
were probably right. Because specialisation was not widely practised, its
introduction almost always generated higher productivity. But by the
1960s, increasing evidence showed that a good thing can be carried too far.
The point had been reached in some jobs where the human diseconomies
from specialisation—which surface as boredom, fatigue, stress, low
productivity, poor quality, increased absenteeism, and high tumover—more
than offset the economic advantages.

Source: Stephen P. Robbins, Organisational Behaviour, Prentice-Hall of India, 1996,
pp. 551-552.

What is needed most is to achieve fit between the job and its holder.
The Job Characteristics Model developed by Richard Hackman and G R



Oldham seeks to bring the job close to the person. Figure 5.5 outlines the Job
Characteristics Model. This model suggests that five core job characteristics
result in the employee experiencing three favourable psychological states,
which in turn lead to positive outcomes. The five core job characteristics are
explained as follows:

Core job dimensions ———=| Critical psychological states | Paersonal and work outcomes
Skill variety i ) e :
Taskidentity b 5?511"&335'1 meaningfulness High internal work metivation
Task significance | L . ;

o High-quality work performance
Autonomy . Experienced responsibility
for outcomes of the work High satisfaction with the work
h I :
Feedback SrCDWNEOS OIS Acist eI Low absenteeism and turnover

). of the work activities

Fig. 5.5 Job Characteristics Model

Source: Debra L Nelson, et. al., Organizational Behaviour

1.

Skill variety: The degree to which a job includes difficult activities and

involves the use of multiple skills and talents of the employee.

. Task identity: The degree to which the job requires completion of a
whole and identifiable piece of work that is doing a job from beginning
to end with a tangible outcome.

. Task significance: The degree to which the job has a substantial impact
on the likes or work of other people.

. Autonomy: The degree to which the job provides the employee with
substantial freedom, independence and discretion in scheduling the
work and in determining the procedure to be used in carrying it out.

. Feedback: The degree to which the employee possesses information of

the actual results of his or her performance.

Hackman and Oldham’s model seeks to integrate the five job
characteristics to give an overall Motivating Potential Score (MPS) for each



job’s potential for motivating the incumbents.

(Skill Variety) + (Task Identity) + (Task Significance)
3

MPS =

x (Autonomy) x (Feedback)

The Job Characteristics Model contains a moderator—growth need
strength. This moderator explains why jobs theoretically high in MPS will
not automatically generate a high level of motivation and satisfaction for all
workers. This means that employees with a low growth need are less likely to
experience a positive outcome even when their job is enriched.

The job characteristics theory further suggests that core job dimensions
stimulate three critical psychological states based on the relationship
specified in the model.

The three critical psychological factors are:

1. Meaningfulness of the work: The extent to which the employee
experiences the job as the one which is meaningful, valuable and
worthwhile.

2. Responsibility for work outcomes: The extent to which the employee
feels accountable for the outcome of the work he or she does.

3. Knowledge of results: The extent to which the employee has feedback
on his or her performance on the job.

Hailed as highly relevant approach to job design, the Job Characteristics

Model has been empirically tested with the results being supportive of the
theory.

SIGNIFICANCE OF JOBS DESIGN

The significance of job design need not be overemphasized. The design of
jobs has a critical impact on organisations and employee objectives. From the
organisation’s perspective, the way tasks and responsibilities are grouped can
affect productivity and costs. Jobs that are not satisfying or are too
demanding are difficult to fill. Boring jobs may lead to a higher turnover. For
an employee, motivation and job satisfaction are affected by the match
between job factors (content, qualifications and rewards) and personal
needs.?? Therefore, thoughtful design of jobs can help both the organisation
and its employees achieve their objectives.



It is well-known that jobs are more than a collection of tasks recorded on a
job-analysis schedule and summarised in a job description. Jobs are the
foundation of organisational productivity and employee satisfaction, or lack
thereof. How well jobs are designed will play an increasingly important role
in the success, even survival, of any firm during the next millennium. As the
number of new workers coming into the labour market slows and the
international competition increases, well-designed jobs will become even
more important in attracting and retaining a motivated workforce, which is
capable of producing high-quality products and services.?! (Read also Exhibit
5.6)

15 UILTEAUE Job Design Around the World

Many contemporary breakthroughs and innovations to job design were
developed and pioneered abroad. As far back as 1951, for example,
researchers at the London Tavistock Institute conducted important
pioneering studies of jobs in the coal-mining industry in England. They
examined a wide variety of work arrangements and found the fact that
flexibility in the manner in which jobs were performed improved
interpersonal relationships among employees could be a critical part of
organisational effectiveness. Another research, conducted in textile units in
India, focussed on the relationship between people and technology. The
findings led managers to better appreciate the importance of both technical
systems and social systems in organisations.

But, perhaps, the most ambitious experiment in job design took place in
Sweden. In, the early 1970s, Volvo was planning to build a new assembly
plant near the town of Kalmar. In designing the new factory, the firm’s
managers decided to see if they could change the traditional approach to
jobs in the automobile industry to offset many of the negative factors
associated with traditional assembly-linework. They constructed the entire
facility to promote a better job design and a more pleasant work
environment for Volvo employees. For example, each worker was assigned
a space that felt like a small workshop rather than a large factory. Natural
lighting was emphasised, and each bay had a separate lounge and rest
facilities for the workers assigned there.

Instead of using a traditional assembly line, the firm installed computer-



guided trolleys that rolled along the floor. The workers moved around the
trolleys to perform their tasks rather than standing stationery, while the car
moved past them. This gave them the flexibility to move the trolley off the
line when a serious problem arose with the car on that particular trolley.
Thus, the problem could be attended to without slowing down the entire
line.

While construction costs in the factory are about 10 per cent more than a
traditional automobile plant, Volvo management believed that
improvements in the quality of both work life and products that resulted,
compensated for at least some of the additional costs.

Source: Moorhead and Griffin, Organisational Behaviour, p. 176.

On the flip side, it may be stated that poorly designed jobs may lead to
lower productivity, employee turnover, absenteeism, complaints, sabotage,
unionisation, resignations and other problems.

FACTORS AFFECTING JOB DESIGN

Job design is affected by organisational, environmental, and behavioural
factors. A properly designed job will make it productive and satisfying. If a
job fails on this count, the fault lies with the job designers who, based on the
feedback, must redesign the job (see Fig. 5.6). We now propose to elaborate
the various factors affecting job design. Figure 5.6 probably fails to capture
the considerations that motivate Sudhir, Joe, Ming Mei and Jonelle to work
on extreme jobs (see Opening Case).
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Fig. 5.6 Factors Affecting Job Design

Source: Adapted from Human Resources and Personnel Management by William B.
Werther and Keith Davis, p. 147.

Organisational factors

Organisational factors include characteristics of task, work flow, ergonomics,
and work practices.

Characteristics of Task Job design requires the assembly of a number of
tasks into a job or a group of jobs. An individual may carry out one main task
which consists of a number of interrelated elements or functions. On the other
hand, task functions may be split between a team working closely together or
strung along an assembly line. In more complex jobs, individuals may carry
out a variety of connected tasks, each with a number of functions, or these
tasks may be allocated to a group of workers or divided between them.
Complexity in a job may be a reflection of the number and variety of tasks to
be carried out, or the range and scope of the decisions that have to be made,
or the difficulty of predicting the outcome of decisions.

The internal structure of each task consists of three elements: (i) planning
(deciding the course of action, timing and the resources required), (ii)
executing (carrying out the plan), and (iii) controlling (monitoring
performance and taking corrective action when required). A completely
integrated job will include all these elements for each of the tasks involved.



The worker (or group of workers) having been given objectives in terms of
output, quality and cost targets, decides on how the work is to be done,
assembles the resources, performs the work, and monitors output, quality and
cost standards. Responsibility in a job is measured by the amount of authority
someone has to put to do all these things.’> The ideal job design is to
integrate all the three elements.

Work Flow The flow of work in a firm is strongly influenced by the nature
of the product or service. The product or service usually suggests the
sequence and balance between jobs if the work is to be done efficiently. For
example, the frame of a car must be built before the fenders, and the doors
can be added later.?® After the sequence of jobs is determined, the balance
between jobs is established.

Ergonomics is concerned with designing and shaping jobs to fit the
physical abilities and characteristics of employees. Nature of jobs remains
the same but the location of tools, switches and other facilities is changed
to make the jobholder feel comfortable.

Ergonomics Ergonomics is concerned with designing and shaping jobs to fit
the physical abilities and characteristics of individuals so that they can
perform their jobs effectively.?* Ergonomics helps employers to design jobs
in such a way that workers’ physical abilities and job demands are balanced.
Ergonomics does not alter the nature of job tasks but the location of tools,
switches and other facilities, keeping in view that the handling the job is the
primary consideration.

Essentially, ergonomics comprises four elements: human system, working
environment, man-machine interface, and total working system. Table 5.6
contains details of each of the components.

The human characteristics include physical aspects as stamina, strength,
and body dimensions. They also include psychological attributes like
perception, learning and reaction. These features are significant in a wide
range of jobs. The working environment wields significant effects on worker
performance. Typical environmental factors include temperature, humidity,
lighting, noise, vibration, ventilation and the like. Man-machine interface



includes controls, displays, communicators and automation. Each of these
impacts worker comfort and performance considerably. Total working system
includes factors such as the potential for fatigue and stress. Specific health
and safety features are also considered, particularly the effects of operator
erTors.

Pause and Ponder
A lady employee who is pregnant complains that the chair provided to her
is uncomfortyable and is causing her back ache. What would you do?

Work Practices Work practices are set ways of performing works. These
methods may arise from tradition or the collective wishes of employees.
Either way, the HR department’s flexibility to design jobs is limited,
especially when such practices are part of a union-management relationship.
Failure to consider work practices can have undesirable outcomes.?°

Table 5.6 Ergonomic Approach to the Work Situation

Human characteristics Environmental factors
Bodily dimensions Temperature

Strength Humidity

Stamina Lighting

Learning Noise

Mental and physical limitations Vibration

Perception Dust, fumes, etc
Reaction Ventilation

Man—machine interface

Total working system

Controls Work rate
Displays Posture
Communications Fatigue
Automation Stress
Productivity

Accident and ill health




Health and safety

(Source: Jeremy Stranks, Health and Safety at Work, Kogan Press, 2010, p. 143)

Work practices were, till now, determined by time and motion study
which determined the standard time needed to complete a given job. The
study required repeated observations. The accuracy of the readings depended
on the competence of the engineer. Deviations from the normal work-cycle
caused distortions in measurement, was biased towards existing work
practices with little effort at methods’ improvement, and could be carried out
only when production was underway.

A new technique has now emerged, which if introduced, could drastically
alter the work practices in industrial undertakings. Called Maynard Operating
Sequence Technique (MOST), the technique uses a standard formula to list
the motion sequences ascribed in index values. There will be resistance from
the workers to the introduction of MOST, but the benefits from the technique
should help cope with the opposition.

Environmental factors

Environmental elements affect all activities of HRM, and job design is no
exception. The external factors that have a bearing on job design are
employee abilities and availability, and social and cultural expectations.

Employee Abilities and Availability Efficiency consideration must be
balanced against the abilities and availability of the people who are to do the
work. When Henry Ford made use of the assembly line, for example, he was
aware that most potential workers lacked any automobile-making experience.
So jobs were designed simple and required little training. Therefore,
considerable thought must be given as to who will actually do the work.?%

Social and Cultural Expectations There were days when getting a job was
the primary consideration. The worker was prepared to work on any job and
under any working conditions. Not any more. Literacy, knowledge and
awareness among workers have improved considerably, so also their
expectations from jobs. Hence jobs must be designed to meet the



expectations of workers.

Pause and Ponder
List the expectations of each of the following jobs:

(i) A programmer

(ii) Receptionist
(iii) Executive Assistant
(iv) Sales Rep.

When designing jobs for international operations, uniform designs are
almost certain to neglect national and cultural differences. Hours of work,
holidays, vacations, rest breaks, religious beliefs, management styles, and
worker sophistication and attitudes are just some of the predictable
differences that can affect the design of jobs across international borders.
Failure to consider these social expectations can create dissatisfaction, low
motivation, hard-to-fill job openings and a low quality of work life,
especially when foreign nationals are involved in the home country or

overseas.?’

Behavioural factors

Behavioural factors have to do with human needs and the necessity to satisfy
them. Higher-level needs are more significant in this context. Individuals
inspired by higher-level needs find jobs challenging and satisfying which are
high on the following dimensions:

Feedback Individuals need to receive meaningful feedback about their
performance, preferably by evaluating their own performance and defining
the feedback. This implies that they need to ideally work on a complete
product or on a significant part of it.

Autonomy Autonomy is being responsible for what one does. It is the
freedom to control one’s responses to the environment. Jobs that give
workers authority to make decisions will provide added responsibilities,
which tend to increase the employee’s sense of recognition and self-esteem.?®



The absence of autonomy, on the other hand, can cause employee apathy or
poor performance.

Use of Abilities The job must be perceived by individuals as requiring them
to use abilities they value in order to perform the job effectively.

Variety Lack of variety may cause boredom. Boredom, in turn, leads to
fatigue and fatigue causes mistakes. By injecting variety into jobs, personnel
specialists can reduce errors caused by fatigue.”

JOB DESIGN APPROACHES

Five popular approaches to job design are job rotation, job engineering, job
enlargement, job enrichment and socio-technical systems. All these are
explained in the subsequent paragraphs (see Fig. 5.7). Figure 5.7 has two
dimensions—impact and complexity. The impact dimension, on the vertical
axis, is the degree to which a job design approach is linked with factors
beyond the immediate job, such as reward systems, performance appraisal
methods, leadership, customer needs, organisational design, working
conditions, and team composition and norms. The complexity dimension, on
the horizontal axis, is the degree to which a job design approach requires: (i)
the involvement of individuals with diverse competencies at various
organisational levels; and (ii) high level of decision-making competency for
successful implementation.
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Fig. 5.7 Job Design Approaches

Job Rotation Job rotation refers to moving employees from job to job to add
variety and reduce boredom by allowing them to perform a variety of tasks.
When an activity is no longer challenging, the employee would be moved to
another job at the same level that has similar skill requirements. It reduces
boredom and disinterest through diversifying the employee’s activities.
Employees with a wider range of skills give the management more flexibility
in scheduling work, adapting to changes and filling vacancies. Job rotation
also has its drawbacks. Training costs are increased, work is disrupted as
rotated employees take time to adjust to a new set-up, and it can demotivate
intelligent and ambitious trainees who seek specific responsibilities in their
chosen speciality.?® According to Herzberg, job rotation is merely
“substituting one zero for another zero”. Figure 5.8 illustrates job rotation

more clearly.
Task 1 Task 2 /— Task 3
Drill holes Assemble parts "ﬁa@nmnant

Week 1 Week 2 Week 3

T T

Fig. 5.8 An Example of Job Rotation



(Source: Based on Human Resource Management by John Bratton and Jeffrey Gold,
p. 122)

Job Engineering Job engineering focuses on the tasks to be performed,
methods to be used, workflows among employees, layout of the workplace,
performance standards, and interdependencies among people and machines.
Experts often examine these job design factors by means of time-and-motion
studies, determining the time required to do each task and the movements
needed to perform it efficiently.

Jobs rotation involves moving employees from job to job to add variety
and reduce boredom.

Specialisation of labour is the hallmark of job engineering. High level of
specialisation is intended to (a) allow employees to learn a task rapidly; (b)
permit short work cycles so that performance can be almost automatic and
involve little or no mental effort; (c) make hiring easier because low-skilled
people can be easily trained and paid relatively low wages; and (d) reduce the
need for supervision, using simplified jobs and standardisation.

Although job engineering can also create boring jobs, it remains an
important job design approach because the resulting cost savings can be
measured immediately and easily.

This approach continues to be successfully used, particularly when it is
combined with a concern for the social context in which the jobs are
performed. Job engineering may be used with success, subject to the
following golden rules of work design being ensured:

* The end product/output of the work is clearly defined and fully

understood by the employees.

* The steps/tasks to be performed to achieve the required end

product/output are clearly defined in the appropriate sequence.

* The employees know and understand where their responsibility starts

and finishes in the work process.

* The tools, facilities and information needed to perform the work are

readily available and fully understood by the employees.

* There is a process whereby the employees can suggest possible

improvements in the work design and exercise initiative in



implementing them.
 The employees are involved in the work design process.

Job Enlargement Job enlargement refers to the expansion of the number of
different tasks performed by an employee in a single job. For example, an
auto mechanic undergoes job enlargement when he switches from only
changing oil to changing oil, greasing and changing transmission fluid. Job
enlargement attempts to add somewhat similar tasks to the existing job so
that it has more variety and be more interesting (See Fig. 5.9).

Employee 1 Employee 2 Employee 3

Tam

Drill holes \
Assemble parts

Test /

Fig. 5.9 An Example of Job Enlargement

Tasks Tasks
Drill holes Drill holes
Assemble parts Assemble parts
Test Test

-

(Source: Based on Human Resource Management by John Bratton and Jeffrey Gold,
p. 123)

The job enlargement approach to job design has been criticised as well as
appreciated.
An enlarged job can motivate an individual for five reasons:

(a) Task Variety Highly fragmented jobs requiring a limited number of
unchanging responses tend to be extremely monotonous. Increasing tt
number of tasks to be performed can reduce the level of boredom.

(b) Meaningful Work Modules Frequently, jobs are enlarged so that one
worker completes a whole unit of work, or at least a major portion of
This tends to increase satisfaction by allowing workers to appreciate
their contribution to the entire project or product.

(c) Ability Utilisation Workers derive greater satisfaction from jobs that
utilise their physical and mental skills and abilities better. Enlarged jo
tend to fulfill this condition. However, management must be careful n
to enlarge jobs too much, because jobs that require more skills and
ability than the worker possesses lead to frustration and present



obstacles to task accomplishment. Enlarged jobs with optimal levels ¢
complexity, on the other hand, create tasks that are challenging but
attainable.

(d) Worker-paced Control Job enlargement schemes often move a worke
from a machine-paced production line to a job in which the worker
paces himself/herself. Workers feel less fatigued and are likely to enjc
their work more if they can vary the rhythm and work at their own pa:

(e) Performance Feedback Workers performing narrow jobs with short
performance cycles repeat the same set of motions endlessly, without
meaningful end point. As a result, it is difficult to count the number o
completed performance cycles. Even if they are counted the feedback
tends to be meaningless. Enlarged jobs allow for more meaningful
feedback and can be particularly motivating if they are linked to
evaluation and organisational rewards.

Although the benefits of job enlargement are several, certain
disadvantages cannot be ignored. First, training costs tend to rise. Workers
may require additional training for their new, enlarged tasks. Besides, if the
job enlargement programme involves breaking up of the existing production
line of work systems, redesigning a new system, and training employees to
adjust to it, the costs can be substantial. Moreover, productivity may fall
during the introduction of a new system. Another drawback is that unions
often argue for increased pay because of the increased workload. Finally,
even after enlargement many jobs may still be routine and boring. Frederick
Herzberg was right when he said that job enlargement is simply “adding zero
to zero”, meaning that one set of boring tasks (zero) is simply added to
another set of boring tasks (zero).

Job Enrichment First coined by Herzberg in his famous research with
motivators and maintenance factors, job enrichment has become a popular
concept. It simply means adding a few more motivators to a job to make it
more rewarding. To be specific, a job is enriched when the nature of the job
is exciting, challenging and creative, or gives the job holder more decision-

making, planning and controlling powers.3! (See Fig. 5.10)

Job enrichment
involves adding more motivators to a job to make it more rewarding.




Job becomes enriched when it gives job-holder more decision-making,
planning and controlling powers.

Employee 1
Task 2 .-/{;'.'/r_dering material\\\l
(Controlling) \\ Planning workload /.
Task 1 f " Drill holes -H“\\
|  Assemble parts |
(Doing) \TEE-I ccmpon&nt_j/

Fig. 5.10 An Example of Job Enrichment

(Source: Based on Human Resource Management by John Bratton and Jeffrey Gold,
p. 123)
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Fig. 5.11 Characteristics of an Enriched Job

According to Herzberg, an enriched job has eight characteristics. These
features are discussed below and illustrated in Fig. 5.11.
(a) Direct Feedback Employees should be able to get immediate
knowledge of the results they are achieving. The evaluation of
performance can be built into the job (as in an electronic spellchecker



(b)

()

(g)

()

indicating the presence or absence of errors) or provided by a
supervisor.

Client Relationship An employee who serves a client or customer
directly has an enriched job. The client can be outside the firm (such ¢
a mechanic dealing with a car owner) or inside (such as a computer
operator executing a job for another department).

New Learning An enriched job allows its incumbent to feel that he is
growing intellectually. An assistant who clips relevant newspaper
articles for his or her boss is, therefore, doing an enriched job.

Scheduling Own Work Freedom to schedule one’s own work
contributes to enrichment. Deciding when to tackle which assignment
an example of self-scheduling. Employees who perform creative worl
have more opportunity to schedule their assignments than those who
perform routine jobs.

Unique Experience An enriched job has some unique qualities or
features, such as a quality controller visiting a supplier.

Control Over Resources One approach to job enrichment is for each
employee to have control over his or her resources and expenses. For
example, he or she must have the authority to order supplies necessar
for completing his job.

Direct Communication Authority An enriched job allows the worker
communicate directly with people who use his or her output, such as «
quality assurance manager handling a customer’s complaints about
quality.

Personal Accountability An enriched job holds the incumbent
responsible for the results. He or she receives praise for good work an
blame for poor work.

Being a direct outgrowth of Herzberg’s two factor theory of motivation,
job enrichment is a valuable motivational technique. For example, lab
technician in the health department of a state government experiences
frustration after 20 years of working in the same capacity. The only regular
work he does, on every working day, is to sign the attendance register at 10
am. The frustration of such employees can be remedied by enriching their

jobs.

A few studies conducted in the United States have also demonstrated the



usefulness of job enrichment as a motivator. For example, a study of AT&T’s
clerical and other telephone company employees showed a positive
improvement in job performance and satisfaction after job enrichment.
Another study with technicians, engineers and sales representatives also
showed similar results.3?

Job enrichment seeks to improve both task efficiency and human
satisfaction by building into people’s jobs, quite specifically, greater scope
for personal achievement and recognition, more challenging and responsible
work, and more opportunity for individual advancement and growth.>3 An
enriched job will have more responsibility and autonomy (vertical
enrichment), more variety of tasks (horizontal enrichment), and more growth
opportunities. The employee does more planning and controlling with less
supervision but more self-evaluation. In other words, what the supervisor has
been doing till now (planning, instructing, controlling and supervising) will
now be done by the worker.

Pause and Ponder

’Job enrichment should be offered only to senior top performers.” Do you
agree?

As with other techniques of job design, job enrichment has both positive
and negative features. On the plus side, it may be stated that job enrichment
benefits employees and organisations in terms of increased motivation,
performance, satisfaction, job involvement and reduced absenteeism.
Secondly, as Fig. 5.12 shows, the additional features which go into an
enriched job shall meet certain psychological needs of job holders. For
example, the more the skill variety, identity, and significance a job has, the
more meaning, sense of achievement and variety the employee will
experience. Similarly, the more autonomy there is in a task, the greater will
be the employee’s sense of responsibility, selfcontrol and self-esteem. And
the more intrinsic feedback in the task, the more knowledge of results the
employee will have. The more the psychological needs of employees are
satisfied, greater will be the job outcomes. Thirdly, it may be stated that work
is an important part of one’s life. Work-related issues dominate one’s



behaviour wherever he/she is. Job enrichment, which adds status to one’s job,
is naturally a strong motivating and satisfying factor in his/her life. Fourthly,
job enrichment efforts help stimulate improvements in other areas of the
organisation. Successful changes involving job-enrichment efforts suggest
that HR managers can consider both work and workers as variables in
developing a more effective organisation.>* This is in sharp contrast to
personnel practices of the past where jobs were taken as constraints.

Job Characteristics Psychological Needs
Feedback »| Knowledge of Results |+ Oulcomes
Sense of Responsibility i
| SENSE O Res v L Performance,
S ~ | Seli-control, Self-esteem | Satisfaction
: with Job,
Low Absentesism,
Significance, Identity, | |  Meaningfulness, | | Job Involvement
Skill, Variety | Achievement, Variety

Fig. 5.12 Job Enrichment and its Outcomes

(Source: Adapted from R.J. Hackman and G.R. Oldham, Work Redesign, p. 77.)
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Fifth, the concept of empowerment is a by-product of job enrichment.
Empowering means passing on authority and responsibility. Empowerment
occurs when power goes to employees who, then, experience a sense of
ownership and control over their jobs.3 Job enrichment demands delegation
of accountability and hence the need for empowerment. Titan Watches, Asea
Brown Boveri (ABB), Tata Information Systems, GE Plastics India and
Philips are empowering their employees with telling effect. Finally, Frederick
Herzberg’s renewed faith in job enrichment testifies to its importance. In his
seminal article One more time: How do you motivate employees strongly
recommends ‘vertical job-loading factors’ essential for motivating
employees. (The article which appeared first in 1968 was re-published in
1987 showing the relevance of job enrichment and Herzberg’s commitment
to the approach.)

Some Cautions about Job Enrichment Since job enrichment has been so
well publicised in recent years as a method of increasing worker motivation,
one can easily be misled by its possibilities. Although job enrichment can
cause increased employee motivation, there are some other factors that
should be considered.

(i) Job Enrichment is Not a Substitute for Good Management
Regardless of how enriched jobs might be in an organisation, if oth
environmental factors in the organisation are not adequate, job
enrichment will have little or no effect. Job enrichment is not a
substitute for good supervisory practices, wages and company
policies.

(ii) ’Enriched’ is a Relative Term As a general rule, job enrichment
presupposes that jobs with little responsibility should be improved {
provide more responsibility for the incumbent. However, we must
remember that describing a job as one with ‘little responsibility’



(iii)

(iv)

(vi)

(vii)

carries an implicit assumption about the person occupying that role,
While the job may appear to be boring to the observer, the person
actually performing the job may find it quite challenging.

Enriching Jobs may Create a ‘Snow Ball’ Effect Given that
organisations have a fixed amount of authority to distribute among
the members, enriching one person’s job may mean taking authorit
away from another (most likely the managers). This not only preser
system’s design problems (for example, rewriting job description),
but it can also present a practical barrier since labour unions may
resist a scheme that eliminates jobs.

Job Enrichment Assumes that Workers Want More Responsibility
Clearly if we take the extreme case of a worker who is motivated b
lack of responsibility, then job enrichment for this person would be
disaster. For workers who, for a variety of reasons, are satisfied wit
their current level of responsibility, job enrichment may cause more
problems than it cures.

Job Enrichment may have Negative Short-run Effects For a short
time after an increase in job responsibility it is not unusual for
organisations to experience a drop in productivity, as workers
become accustomed to the work systems. After this initial drop;
however, there will be increased productivity.

Job Enrichment may Become Static People become bored in their
jobs because their capacity to make decisions is not fully utilised.
Even though the job is changed to utilise this capacity, there is amp
evidence to suggest that personal capacity is a dynamic and
developing attribute. It is likely, therefore, that after a period of tim
(the exact amount varies from person to person) the worker will
outgrow the enriched job. If this occurs, additional enrichment will
a required to fully utilise the individual’s increased capacity. If jobs
cannot be changed to use this capacity, the workers could be
transferred to another job at a higher level of work (promoted).

Participation can Affect the Enrichment Process Herzberg
originally recommended that workers should not to be involved in t
enrichment process. His logic was that workers are often conditione
to see their jobs in terms of ‘hygiene’ factors and are unable to
respond to the job content. No doubt this is a factor that manageme;



must consider in the participation process, but participation can hav
a positive effect.

(viii) Change is Difficult to Implement As is well known, any change is
resisted and this applies to job enrichment also. In fact, the job
enrichment theory is a paradox. On one hand we have a theory telli
us that changing jobs by increasing the level of responsibility will
result in increased motivation. On the other hand, our knowledge
about changing processes tells us that this type of change is one of
the most difficult things to implement in a work situation. The
initiation of a job enrichment programme must take this factor into
account. In other words, do not expect employees to jump with joy
the announcement of a job enrichment programme.

Socio-technical Systems The socio-technical systems approach focuses on
organisations as being made up of people with various competencies (the
social systems) who use tools, machines and techniques (the technical
system) to create goods or services valued by customers and other
stakeholders. Thus, the social and technical systems need to be designed with
respect to one another and to the demands of customers, suppliers and other
stakeholders in the external environment. Because of their impact,
sociotechnical systems are complex and influence the way work is performed
throughout the organisation. All firms are socio-technical systems, but they
seldom reflect the principles underlying this approach.

Ergonomics Ergonomics is another approach to job design but it is not
shown in Fig. 5.7. Ergonomics focuses on minimising the physical demands
and risks of work. This approach helps ensure that job demands are consistent
with people’s physical capabilities to perform them with least risk.
Ergonomics has become more relevant now because employees stay in the
work-force longer, and jobs are altered to meet their changing physical needs.
Its relevance is also felt more now because of the need to accommodate
individuals with physical disabilities (eg., impaired hearing or loss of
mobility in the limbs) (Ergonomics was already explained in greater detail.)

Pause and Ponder



How do you enrich each of these jobs?
(i) Sanitation Worker
(ii)) Security Guard
(iii) Lab Assistant
(iv) School Teacher
(v) Receptionist

CONTEMPORARY ISSUES IN JOB DESIGN

A number of contemporary issues in the design of work have emerged in the
recent past. The issues include telecommuting, alternative work pattern,
technostress, task revision, knowledge work, digitised manufacturing and
BPRE. Firms use these approaches to the design of work as ways to manage
growing business, while contributing to a better balance of work and family
life of employees.

Telecommuting One of the recent changes and potentially the most far-
reaching is telecommuting. Two of every three Fortune 500 companies now
use telecommuting. It is the use of microcomputers, networks and other
communication technology such as fax machines to do work from home,
which was traditionally done in the workplace. The employee has no contact
with other employees, but is able to communicate with them using electronic
means. A variant of telecommuting is the virtual office, where employees are
in the field selling or serving customers. They will not have seen or be seen
by a boss, as is the case with sales-force of HUL. For sales people of HUL,
village roadsides are offices. Periodically they keep e-mailing or faxing how
many crates of tooth paste or soaps they have sold.

Telecommuting

refers to the use of microcomputers, networks and other communication
technology such as fax machines to do work from home, which was
traditionally done in the workplace.

Telecommuting is a rapidly growing alternative to the traditional office-



bound work style. Significant benefits are being reported from
telecommuting. By supplementing its traditional offices, AT&T for example,
has saved $550 million by eliminating officers no more required,
consolidating others and reducing related overhead costs.3®

However, there are problems associated with telecommuting. These
include the loss of creativity, as employees are not interacting with other
employees on a regular basis, the difficulty of developing appraisal systems
to appraise teleworkers, and the need to formulate an appropriate technology
strategy for allocating the necessary equipment.

Alternative Work Pattern Job sharing is an example of alternative work
pattern. It involves two people sharing a full-time job. It can be implemented
in several ways:

 Each working a half-day, five days a week.

 Each working two or three full days a week

 Each working every other week

 Each working alternate months or seasons

Companies that use job sharing are primarily in the legal, advertising and
financial services sectors.

One advantage of job sharing is that it enables a firm to retain valued
employees who, for personal reasons, no longer want to work full-time. The
problem of maternity leave can almost be eliminated. It is also suited to the
needs of older employees who want to phase into retirement by shortening
their working days. Job sharing can also limit lay offs during hard economic
times. Absenteeism is much less as employees can avoid the leisure time
during the week to attend to their personal needs.

However, job sharing goes against the concept of employer-employee
relationship. Traditionally, a single job is held by one employee and it sounds
rather strange that one post is shared by two individuals. Assuming it is in
place, the employer faces the problem of pro-rating remuneration and
administering benefits between two part-time employees.

Technostress Technostress is stress caused by new and advancing
technologies in the workplace, mostly by information technology. For
example, the widespread use of electronic bulleting boards as a forum for
rumours of layoffs may cause feelings of uncertainty and anxiety. However,



the same boards can be an important source of information for workers.

Advanced information technologies enable organisations to monitor
employee performance, even when the worker is not aware of such
arrangement. These new technologies also allow organisations to tie pay to
performance because performance is electronically monitored.

Task Revision A new concept in the design of work is task revision. Task
revision is an innovative way to modify an incorrectly specified role or job.
Task revision assumes that organisational roles and job expectations may
have been correctly or incorrectly defined. Where the role is correctly
defined, behaviour of the employee fits the role and performance tends to be
high. Performance suffers because of deviant behaviours which result from
incorrectly defined jobs. Task revision helps correct such incorrectly defined

jobs.3”

Knowledge Work The emergence of knowledge work has transformed the
ways of designing works. As of now, work is no longer about the mass
production of tangible commodities but is concerned with the firm’s
intangible assets—human brains. The nature of knowledge work is
fundamentally different from what we have traditionally associated with the
‘machine age’ and mass production and marketing. Table 5.7 brings out the
distinction between the traditional work and knowledge work.38

The shift from traditional work to knowledge work has led managers to
change strategies, patterns of interaction, roles of individuals, HR practices
and organisational structures.3? (Also see Exhibit 5.7)

|HU )W Now, a Rainbow Coalition of Workers

The rapid economic growth and the emergence of a global services industry
in India is having a huge impact on the working population. The colours
and contours of their lives are changing at a very rapid pace.

A decade ago, it was easy to classify the industrial workers into blue or
white collar workers. These categories were determined on the basis of
salary, union membership, working hours, working conditions and the
nature of work.

A blue-collar worker had fixed rights of employment, was allowed to be



a union member, paid on an hourly basis, the work was on the shop floor
and the work was menial in nature with little need for intellect.

Typically, a white-collar worker had “flexible” rights of employment,
meaning he could be sacked easily, had no union membership, was paid on
a weekly or usually on a monthly basis, and worked in an office.

Today, these definitions are disintegrating because of the growing
complexity of the economy which has added many more layers to the
workforce. HR officials call them violet, indigo, yellow and red collar
workforce.

The violet-collar workers are closer to the traditional blue-collar
workers in that they work in shifts. There are signs of unionism evolving
among them. While the work is in an office environment, it is monotonous
and does not need high skills or intellect. These are the entry-level of the
voice-based BPO workers.

Vikram Bhardwaj of search firm Redileon says: “A direct fallout of the
fact that the violet-collar workers do not have unions is that they lack a
sense of belonging to the firm. These workers have no bonding with the
company, unlike blue-collared unionised workers, for whom the firm is the
raison-d’etre”.

The indigo-collar workers have moved away from unions, but work on a
highly automated shop floor and are highly skilled. They handle automated
CNC machines and have control over the flow of inventory and data on the
shop floor. They still do a lot of mental work though they get salaries that
are better than the blue-collar workers.

Then there are yellow-collar workers. They are highly educated,
personality A-type workers, who are in the mid or top rung of the
workforce. They sometimes need to work for very long hours and have
very little rights when it comes to employment, which means they can be
fired anytime. They work during office hours but work often spills over to
home and even vacation. They can be identified by their pale yellow
complexion as they spend more time under the fluorescent light than under
the sun all through their working life. They start for office when it is dark
and leave for home when it is late in the evening.

Such sectors as investment banking, fund management, research and
development have a higher level of yellow-collar workers. Companies like
to recognise and sometimes pamper these workers. They are typically on



fast-track programmes in the company. Milind Jadhav, HR head at Patni
Computers says, “A typical profile of these workers is high performers with
5-10 years of experience, who need to be groomed directly by the senior
management”.

Finally, there are the red-collar workers. These workers really stand out
in most organisations partly because they think they are special. They do
not like to be put into categories and normal working etiquette. It is not
necessary for these workers to be doing traditional creative work or holding
a title like designer. If their work involves a larger portion of ideation, it
can be termed creative. In short, they have an attitude.

For instance, the person could be involved in building a user interface
for an IT application or a framework for a database or designing icons for a
computer. Of course, traditional workers in advertising agencies,
production houses, newspapers or other such organisations can certainly
claim the red collar even though not all of them would be involved in
creative work. Some may be in a managerial job involving taking care of
other creative workers.

Red collar workers have the distinction of not having any “fixed”
working hours which ironically means they work longer hours than any
other group of workers. The long hours at work is sometimes seen by the
management as inefficient, very representative of the chaotic or creative
way of functioning for these red-collar workers.

In spite of the increased layering of the workforce, corporates are still
colour-blind, interestingly, some traditional manufacturing companies in
auto and auto-component industries have realised the blurring of the lines
between blue and white collar workers. But companies in IT, ITES, BPO,
pharmaceutical and even media are still not able to distinguish the colours
of their workers.

Lionbridge Technologies is a BPO services company which has a fairly
large workforce doing translation and development of visual interfaces. The
company employs creative red-collar workers.

Deepak Deshpande, HR head of Lionbridge India, says, “We don’t
distinguish much between the IT development guys and creative guys as
this might send a wrong message of discrimination among the workforce.
But we do compensate high skill workers with special bonus or incentives”.

Monisha Advani of Emmay HR says, “Quite honestly, colour-coding



collars is a welcome initiative as from an HR perspective, it gives an
organisation the ability to further customise its policies, procedures and
benefits to suit different collars rather than imposing a genetic set on all.”
She adds: “This would automatically lead to better retention as a tailor
made approach will meet a larger group of employees’ expectations. It
would help in comparing and compensating or changing working
conditions depending upon the temperament of workers”.

Source: K. Yatish Rajawat, “Now, a Rainbow Coalition of Workers,” The
Economic Times, dated Oct. 3, 2005

Table 5.7 The Nature of Traditional Work and Knowledge Work

Traditional work Knowledege work

Locus of work Around individuals In groups and projects

Focus of work Tasks, objectives, performance Customers, problems, issues

Skill obsolescence Gradual Rapid

Skillknowledge sets Marrow and often functional Specialised and deep, but often

with diffuse peripheral focuses

Activity/feedback Primary and of an immediate Lengthy from a business perspective

cycles nature

Performance Task deliverables Process effectiveness

measures Little (as planned), but regular Potentially great, but often erratic
and dependable

Employee’s loyalty To organisation and his To professions, networks and peers
or her career systems

Impact on Many small contributions that A few major contributions of strategic

company SUCcess support the master plan and long-term importance

(Source: John Bratton and Jeffrey Gold, Human Resource Management p. 132.

Business Process Re-engineering (BPRE) One major development in
organisational design in the recent past is BPRE. The BPRE management
declares that organisational structure and the way in which work is structured
need to be radically changed so that the re-engineered company can become
adaptable and oriented towards continuous change and renewal. Table 5.8
shows how a reengineered firm looks different from the traditional one. For
example, market for a reengineered company is global, its competitive
advantage is derived from sp eed and quality, information is its major
resource, customer satisfaction is the focal point and control is



decentralised.*®

Table 5.8 The Re -engineered Organisation

Characteristic Traditional model Re-engineered model
Market Domestic Global

Competitive advantage Cost Speed and quality
Resources Capital Information

Quality What is affordable Mo compromise
Focal point Profit Customer

Structural design Hierarchical Flattened

Control Centralised De-centralised
Leadership Autocratic Shared

Labour Homogeneous Culturally diverse
Organization of work Specialized and individual Flexible and in teams
Communications Vertical Horizontal

(Source: John Bratton and Jeffrey Gold, Human Resource Management p.137).

Essentially, BPRE is customer driven and that makes the movement
highly acceptable to firms.

Pause and Ponder
Can re-engineered jobs be answers to extreme jobs? Debate.

Digitised Manufacturing Manufacturing will go digital in the days to come.
This development signifies yet another industrial revolution. In digital
manufacturing numerous technologies will converge: Clever-software, novel
materials, dexterous robots, new process (particularly three-dimensional
printing) and a whole range of web-based services. The focus of such
convergence will be on mass customisation.

The old way of making things involved taking lots of parts and screwing
or welding them together. Now a product can be designed on a computer and
“printed” on a 3D printer, which creates a solid object by building up
successive layers of materials. The digital design can be tweaked with a few
mouselicks. The 3D printer can run unattended, and can make many things
which are too complex for a traditional factory to handle. In course of time,
these machines may be able to make anything, anywhere, not necessarily in
industrial establishments. The typical jobs we described till now will hardly



exist in the digital manufacturing era.

JOB EVALUATION

Job evaluation is the process of analysing and assessing the various jobs
systematically to ascertain their relative worth in an organisation. Jobs are
evaluated on the basis of their content and are placed in the order of their
importance. In this way, a job hierarchy is established in the organisation, the
purpose being fixation of satisfactory wage differentials among various jobs.

It should be noted that in a job evaluation programme, the jobs are ranked
and not the job holders. Job holders are rated through performance appraisal.
Table 5.9 brings the difference between job evaluation and performance
appraisal to sharp focus.*! (Chapter 9 deals with performance management in
greater detail).

scope of Job Evaluation

In theory, application of job evaluation is universal. In other words,
principles of job evaluation are relevant to all jobs and in all organisations.
However, in practice, the technique of job evaluation is followed in a few
companies and that too for hourly-rated jobs. To our knowledge, out of
several plants located in and around Bangalore, only NGEF and the KEC
have had their job evaluation conducted. In both, only hourly-rated jobs were
covered under the scheme.

In organisations where job evaluation is not followed, wage and salary
differentials are established, not on the basis of systematic job ranking, but on
such factors as demand for and supply of labour, ability to pay, industrial
parity, collective bargaining and the like. Even in such organisations, job
evaluation will be useful inasmuch as the technique provides objective pay
structure from which modifications can be made.

Table 5.9 Differences Between Job Evaluation and Performance Appraisal

Job Evaluation Performance Appraisal

1. The job is rated, keeping in Employee is rated on the basis of his
view such factors as or her performance.




responsibility, qualification,
experience and working
conditions required for
performance of the job.

2. A job is rated before the Evaluation takes place after the
employee is appointed to employee has been hired and placed
occupy it. on a job.

3. The purpose is to establish The purpose is to effect promotions,

satisfactory wage differentials. offer reward, award punishments,
assess training needs, resort to lay-
offs and transfers. Compulsory. It is
done regularly for all jobs.

4. It is not compulsory. Many
organisations carry on without
it. Where it is followed, it is
mainly for lower level jobs.

5. Job evaluation committee Appraisal is done by employees
(comprising internal and themselves, peers, superiors, group of
external experts) is constituted Ppeople, or combinations of these.
for the purpose of evaluation.

Pause and Ponder
Why is job evaluation not so pervasive as performance appraisal?

JOB EVALUATION PROCESS

The job-evaluation process starts with defining objectives of evaluation and
ends with establishing wage and salary differentials. Figure 5.13 outlines the
job-evaluation process.
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Fig. 5.13 Job-evaluation Process

The main objective of job evaluation, as was stated earlier, is to establish
satisfactory wage and salary differentials. Job analysis should precede the
actual programme of evaluation. Job analysis provides job-related data which
would be useful in drafting job description and job specification.

A job-evaluation programme involves answering several questions. The
major ones are: (i) Which jobs are to be evaluated? (ii) Who should evaluate
the jobs? (iii) What training do the evaluators need? (iv) How much time is
involved? (v) What should be the criteria for evaluation? (vi) What methods
of evaluation are to be employed?

Which Jobs are to be Evaluated?

In any exercise, where there are more than 30 or 40 jobs to be evaluated, it is
necessary to identify and select a sample of benchmark jobs which can be
used for comparisons inside and outside the organisations. The benchmark
jobs should be so selected to achieve representative sample of each of the
main levels of jobs in each of the principal occupations.

The size of the sample depends on the number of different jobs to be
covered. It is unlikely to be less than about five per cent of the total number
of employees in the organisation and it would be difficult to produce a



balanced sample unless at least 25 per cent of the distinct jobs at each level of
the organisation were included. The higher the proportion the better the
evaluation, bearing in mind the time required to analyse jobs (seldom less
than one man-day for each job).*?

Staffing the Evaluation Exercise

Job evaluation, as was pointed out earlier, is done by a committee which
consists of heads of various departments, representatives of employee unions
and specialist drawn from the National Productivity Council. An HR
specialist will be normally the chairman of the committee.

Responsibility for the overall co-ordination of the job-evaluation
programme should be in the hands of a senior executive who can then report
its progress to the board, and advise it on ensuring wage and salary
development.

Training for the Committee

Members of the job-evaluation committee should be trained in its procedure
so as to make the programme successful. Training is given through series of
meetings in which the following issues are generally discussed and the doubts
cleared:*3
1. What is job evaluation?
. Why does this company need job evaluation?
. How will it work?
. How does it affect promotion policy?
. How will the systems be kept up-to-date?
. Does job evaluation mean that everyone whose job is in the same grade
gets the same rate of pay?
7. How does the publication of job grades and salary bands affect
confidentiality?
8. How does the system cater to additional or alterations in jobs?
9. What happens if an individual disagrees with his grading?
10. How quickly will appeals on grading be dealt with?
11. How will the company go about grading new jobs created as the result
of change or expansion?

Ul WN



Answers should be tailored to suit proposed company practices.

Time factor

Job evaluation should not be conducted in haste. Any rushing through will
lead to appeals against the grading of jobs. Eight jobs in a day can be the
ideal pace. After this, the quality of evaluation tends to drop, and more time
has to be spent later in checking and assessing the validity of the grading. The
final review of all the grades allocated to check that no inconsistencies have
occurred, should be done meticulously and enough time should be allowed
for re-evaluation, if necessary.

Isolating Job-evaluation Criteria

The heart of job evaluation is the determination of the criteria for evaluation.
Most job evaluations use responsibility, skill, effort and working conditions
as major criteria. Other criteria used are difficulty, time-span of discretion,
size of subordinate staff, and degree of creativity needed. It needs no
emphasis that job-evaluation criteria vary across jobs.

METHODS of JOB EVALUATION

Job evaluation methods are of two categories—non-analytical and analytical
(see Fig. 5.14).
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Fig. 5.14 Methods of Job Evaluation

Non-analytical Methods



Ranking and job-classification methods come under this category because
they make no use of detailed job factors. Each job is treated as a whole in
determining its relative ranking.

Ranking Method This is the simplest, the most inexpensive and the most
expedient method of evaluation. The evaluation committee assesses the worth
of each job on the basis of its title or on its contents, if the latter are available.
But the job is not broken down into elements or factors. Each job is compared
with others and its place is determined.

The method has several drawbacks. Job evaluation may be subjective as
the jobs are not broken into factors. It is hard to measure whole jobs.

Job-grading Method As in the ranking method, the job-grading method (or
job-classification method) does not call for a detailed or quantitative analysis
of job factors. It is based on the job as a whole. The difference between the
two is that in the ranking method, there is no yardstick for evaluation, while
in the classification method, there is such an yardstick in the form of job
classes or grades. Under the classification method, the number of grades is
first decided upon, and the factors corresponding to these grades are then
determined. Facts about jobs are collected and are matched with the grades
which have been established (see Exhibit 5.8).

The essential requirement of the job-grading method is to frame grade
descriptions to cover discernible differences in degree of skill, responsibility
and other job characteristics. Job grades are arranged in the order of their
importance in the form of a schedule. The lowest grade may cover jobs
requiring greater physical work under close supervision, but carrying little
responsibility. Each succeeding grade reflects a higher level of skill and
responsibility, with less and less supervision.

The advantages of the job-classification method include its simplicity and
inexpensiveness. Secondly, in organisations where number of jobs is small,
this method yields satisfactory results.

The disadvantages of the method are: (i) job grade descriptions are vague
and are not quantified; (ii) difficulty in convincing employees about the
inclusion of a job in a particular grade because of vagueness of grade
descriptions; and (iii) more job classification schedules need to be prepared
because the same schedule cannot be used for all types of jobs.



U1K Job Grading

JOB-CLASSIFICATION SCHEDULE

Level or Definition
grade
1. Very simple tasks of a largely physical nature.
2. Simple tasks carried out in accordance with a small

number of clearly defined rules, tasks which can be
carried out after a short period of training of up to two or
three weeks. The work is checked and closely supervised.

3. Straight-forward tasks, but involving more complicated
routines and requiring some knowledge and alertness on
the part of the worker because the job is subject to
occasional checks.

4. Tasks calling for independent arrangement of work, the
exercise of some initiative, and those which require little
supervision. Detailed familiarity with one or more
branches of established procedures is required.

5. Routine work but those involving an individual degree of
responsibility for answering non-routine queries and/or
exercising some measure of control over a small group of
staff.

6. Non-routine work, involving the co-ordination of several
lower-grade functions, possibly some measure of control
over a small group of staff. Also, non-routine work
involving recognised individual knowledge and some
responsibility without follow-up.

7. Work necessitating responsibility for sections involved in
routine tasks and/or where indi vidual tasks are
undertaken, calling for a specialist’s knowledge.

Analytical Methods

These include the point-ranking method and the factor-comparison method.



Point-Ranking Method The system starts with the selection of job factors,
construction of degrees for each factor, and assignment of points to each
degree. Different factors are selected for different jobs, with accompanying
differences in degrees and points. The National Electrical Manufacturer’s
Association (NEMA), USA, has given the factors, degrees and points for
hourly rated (see Table 5.10) and salaried jobs (see Table 5.11).

(Contd.)

Table 5.10 Factors, Degrees and Points for Hourly Rated Jobs

Factors 1 I I v ¥
Degree  Degree  Degree  Degree  Degree
Skilf
1. Education 14 28 42 56 70
2. Experience 22 44 66 88 110
3. Initiative and ingenuity 14 28 42 56 70
Effort
4. Physical demand 10 20 30 40 50
5. Mental and/or visual demand 5 10 15 20 25
Responsibility
6. Responsibility for equipment or process 5 10 15 20 25
7. Responsibility for materials or product 5 10 15 20 25
8. Responsibility for safety of others 5 10 15 20 25
9. Responsibility for work of others 5 10 15 20 25
Job conditions
10. Working conditions 10 20 30 40 50
11. Hazards 5 10 15 20 25
Table 5.11 NEMA Manual for Salaried Jobs
Factors I Imn r Iv ¥ ¥I vir - vin
Degree Degree Degree Degree Degree Degree Degree Degree
1. Education 20 40 60 80 100 120 — -
2. Experience 25 50 75 100 125 150 175 200
3. Complexity of duties 20 40 60 &0 100 — — —
4. Monetary responsibility = 10 20 40 60 — — —_
5. Contacts 5 10 20 40 80 — —_ ==
6. Working conditions 5 10 15 20 25 - - —
Add for supervisory jobs only
7. Type of supervision 5 10 20 40 60 — — —
8. Extent of supervision 5 10 20 40 60 — — —

The range of score and grades is also predetermined—for example, from
210 to 230 points, the 5th grade; 231 to 251 points, the 6th grade; and so



forth. A given job is placed in a particular grade, depending on the number of
points it scores.

The advantages of point system are:

1. A job is split into a number of factors. The worth of each job is
determined on the basis of its factors and not by considering the job as a
whole.

2. The procedure adopted is systematic and can easily be explained to the
employees.

3. The method is simple to understand and easy to administer.

At least two defects are noticed in the point system. First, employees may
disagree with the points allotted and the factors and their degrees identified.
Second, serious doubts are expressed about the range of points allotted and
matching them with the job grades. For example, a score range of 238 to 249
is grade seven and the next range of 250 to 271 is grade six. A variation of
one point makes all the difference.

Factor-Comparison Method The factor-comparison method is yet another
approach for job evaluation in the analytical group. Under this method, one
begins with the selection of factors, usually five of them—mental
requirements, skill requirements, physical exertion, responsibility, and job
conditions. These factors are assumed to be constant for all the jobs. Each
factor is ranked individually with other jobs. For example, all the jobs may be
compared first by the factor ‘mental requirements’. Then the skills factor,
physical requirements, responsibility, and working conditions are ranked.
Thus, a job may rank near the top in skills but low in physical requirements.
Then total point values are then assigned to each factor. The worth of a job is
then obtained by adding together all the point values.

An advantage of the factor-comparison method is that jobs of unlike
nature—for example, manual, clerical and supervisory—may be evaluated
with the same set of factors. But the method is complicated and expensive.

Wage Survey

Now that the job hierarchy has been established with the help of evaluation
method(s), it is time to fix wage and salary differentials. Before fixing such
differentials, the wage rate must be ascertained. It is here that wage survey



assumes relevance.

The first step in a wage survey is to select key jobs, the duties of which
are clearly defined, reasonably stable, and representative of all levels of jobs.
Thus, a sample of jobs is created. Secondly, a sample of firms in the labour-
market area must be chosen. The labour market for different jobs can vary
from local to regional to national in scope. With both samples being selected,
the final task is to obtain appropriate wage information, taking care to ensure
that the job comparisons being made are valid. Job content, the varying
qualities of personnel on these jobs, and the total compensation programme
must be carefully analysed, compared, and equated.

Employee Classification

The last phase in the job-evaluation process is to establish employee
classification. Employee classification is the process of assigning a job title to
every employee in the organisation. For clearly definable jobs, employee
classification is easy, for example, cashier in a bank. The cashier’s job is to
handle cash and not to maintain ledgers.

Where jobs involved are of a family type, employee classification is a
difficult task. Examples of job families are typists, clerk-cum-typists,
stenographers and secretarial group. A woman employed in an office may do
typing, answer the telephone, sort and distribute the mail, compose routine
letters for her boss and so on. Will her designation be receptionist or
secretary? The decision is of vital concern both to the employee and the
employer.

Pitfalls of Job Evaluation

A job evaluation process suceeds job analysis, which in turn results in job
descriptions. Job descriptions, make the incumbents focus only on the tasks
allotted to them. It means that a computer would lie idle if the data entry
operator who works on it remains absent on a day, even if five other
employees of the department are present and available. The other criticisms
against job evaluation are:
1. It encourages employees to focus on ‘how to advance in position’ in the
organisation at a time when there may be only limited opportunities for



enhancement as a result of downsizing.

2. It promotes an internal focus instead of a customer-oriented focus.

3. It is not suitable for a forward-looking organisation that has trimmed
multiple job titles into two or three broad jobs.

4. Elaborate exercises of wage and salary fixation through job evaluation
can be dispensed with. Salaries can easily be fixed by adopting going
rates, which can easily be ascertained through wage surveys.

ALTERNATIVE TO JOB EVALUATION

In today’s environment, firms need to encourage employees to think
differently about their jobs and to get their work done in innovative ways.
Employees need to be encouraged to make independent decisions and
execute them instead of waiting for instructions from supervisors. ‘How well
an employee makes decisions’ should form the basis for job evaluation.

The Decision Bank Method (DBM) propounded by Thomas T. Paterson in
the 1970s and further refined and developed by Ernst and Young precisely
does this. The basic premise of the DBM is that the value of a job depends on
its decision-making requirements. Decision making is a logical and equitable
basis for comparing jobs, as all jobs require the incumbents to make decisions
to perform their jobs whether they are line or staff, supervisory or non-
supervisory, union or non-union.

The DBM differs from the traditional evaluation systems as it focuses on
decision-making scope as the primary criterion for determining the relative
worth of jobs.

SUMMARY

Job analysis is the process of collecting job-related data. The data, thus
collected, will be useful for preparing job description and job specification.
Job description lists job title, duties, machines and equipment involved,
working conditions surrounding a job, and the like. Job specification lists the
human qualities and qualifications necessary to do the job.

Job analysis is a four-step sequential process. The steps involved are—(i)
select jobs for analysis, (ii) gather information, process information, (iii) job
description, and (iv) job specification.



Job analysis is useful for HRP, recruitment and selection, training and
development, job evaluation, remuneration, performance appraisal, personnel
information, and safety and health programmes.

Coming to the methods of job analysis, we have (i) observation method,
(ii) interview, (iii) questionnaire, (iv) checklists, (v) technical conference, and
(vi) diary method. A combination of these methods is used depending upon
the situation and the organisation.

Job analysis seems to be inconsistent with total quality management
(TQM).

A logical sequence to job analysis is job design which is nothing but
organisation of tasks, duties, and responsibilities into a unit of work.

Job design affects employee productivity, motivation and satisfaction.
Hence, care must be exercised in designing jobs.

Organisational, environmental, and behavioural factors affect job design.

Work simplification, job rotation, job enlargement, job enrichment,
autonomous group working, and high-performance work design are the
popular techniques of job design.

Job evaluation is the process of ranking jobs to establish salary
differentials. There are alternatives to job evaluation.

KEY TERMS

Autonomy
De-Jobbing

Job enlargement

Job enrichment
Ergonomics
High-performance work design
Job analysis

Job design

Job description

Job evaluation
Empowerment

Job rotation

Job specification
Technical conference



TQM
Telecommuting
Technostress

REVIEW QUESTIONS

1.
2.
3.
4.
5.
6.
7.

Define job analysis. What are its uses?

What do you mean by job analysis? Explain the process of job analysis?
Give the meaning and techniques of job design.

Bring out the factors affecting job design.

From an HR manager’s point of view what are the uses of job analysis?
Define job evaluation. Bring out its pros and cons.

Bring out the methods of job evaluation.

DISCUSSION QUESTIONS

1.
2.

8.

Why do you think that job analysis and TQM are inconsistent?
Discuss the sources of error that can distort or render job-analysis
information inaccurate.

. What are the differences among job rotation, job enlargement, and job

enrichment?

. An individual hired for a position finds out that the work he was asked

to do was not the work he was hired to do. Is it possible? Discuss.

. “Smaller organisations do not need job analysis for their jobs because

most of their employees conduct a myriad of activities, too far-reaching
for a standard job analysis.” Give your view point.

. Which approach of job design did H.P. follow? (Read opening case).
. “Job rotation, job enlargement and job enrichment are simply attempts

by managers to avoid indi viduals at work”. Comment.
Why is job evaluation confined to large organisations?

CONTINUING CASE

In 1997, Vybhav hired Han Associates (HA) to design and help implement a
Competency Framework across its verticals globally. It turned out to be a
very comprehensive 22 month project from start to finish. One vertical at a



time, a cross-functional Competency Framework Task Force (CTF) was
constituted including one nominee from each of the operational and support
teams. The key phases of the competency framework can be summarised as
follows:

1. Phase I: CTF formulation and orientation on basic competency
fundamentals.

2. Phase II: Data compilation and analysis.

3. Phase III: Job reviews using Focus Group discussion, behavioural
events interview (BEI) with job incumbents and their managers and
observation.

4. Phase I'V: Share draft Competency Framework and review with all
stakeholders.

5. Phase V: Final Competency Framework frozen.

6. Review all HR functions like staffing, performance management,
compensation, training and development and career planning activities.

7. Communication plan.

8. Review plan for a six month duration.

Shyam Sunder, head of the Retail Division, joined from a leading global
retail giant just a year back and was familiar with the philosophy and the
multifold benefits of adopting the competency based approach to managing
human resources. Given the total support of the senior management, HA
started working on the task with a competency mapping exercise for the
Retail Division. Quickly, a Retail CFT was put in place by Shyam and his
GM. Ramesh Ram, the HR Manager, was involved too. We will walk you
through the set of activities that are carried out to a map a single role-that of
the Sales Assistants-in the retail outlets. HA took Ramesh’s help to set up
interviews with—

A sample of Sales Supervisors (to whom the Sales Assistants Report) to
understand the Supervisors’ expectations from the Sales Assistants.
What are the responsibilities for a Sales Assistant? What behaviours
constitute a successful Sales Assistant different form mediocres? What
careers can Sales Assistants expect to grow into? What skills will they
need? HA also collects the names of the top performing Sales Assistants
across the various outlets.

» A 20 to 25% random sample of Sales Assistants was interviewed to
asses their understanding of the roles, skills needed for the job and



behaviours that make them perform will in the roles.

» HA then met with the listed “Super/top" performers to ascertain what all
they did so differently that made them super performers.

» The BEI was followed up with the observation phase wherein the team
from HA watched the Sales Assistants as they go about their job.

» HA then prepared a draft of the competencies (they can be normally in
between five to twelve for a job depending on the complexity of the
skills needed) with descriptions. This draft of six competencies was
debated in Focus Group discussions with a sample of the Sales
Supervisors, Sales Manager, Sales Head, and Centre Head along with
the CTF team to screen the competencies as well as their descriptions.

* The outcome of the Focus Group discussions was:

m The number of competencies for the Sales Assistant’s job was
finalised. There were seven core competencies signed off.

m Each competency was associated with a set of desirable behaviours
that demonstrated the best competency

» The competencies once frozen are calibrated to enable the assessment of
an individual as exhibiting level 1 through level 5 of proficiency. Each
of these level descriptions is made up of key behavioural descriptions
that demonstrate the competency.

* There is then a pilot application of the competencies. A sample of Sales
Supervisors at different locations is now asked to assess their Sales
Assistants using the competency table. They are then interviewed to
ascertain the effectiveness of the assessment process. Questions like—
Do you think that the competencies are appropriate? Was it easy to
assess the Sales Assistants using the instrument? and the like would be
used.

» Based on the feedback, final edits are made to the competency
framework for Sales Assistants.

EXERCISE

Break up into pairs. Each team of two needs to identify a particular job in an
entity. Preferably you must be able to have access to the individual doing this
job. Now research the job incumbent’s roles and responsibilities. Submit an
assignment, covering—



» What methods could be adopted to best understand this job?

 Write a job description for the role.

» How would you carry out a job evaluation for the job as an external
consultant?

» Discuss and research the web/literature to draw up a set of at least eight
competencies required to do this job.

* In your opinion what can be the jobs that this incumbent can aspire to
climb up?

Closing Case Doing the Dirty Work

Business magazines and newspapers regularly publish articles about the
changing nature of work in the United States and about how many jobs are
being changed. Indeed, because so much has been made of the shift toward
service-sector and professional jobs, many people assumed that the number
of unpleasant and undesirable jobs has declined.

In fact, nothing could be further from the truth. Millions of Americans
work in gleaming air-conditioned facilities, but many others work in dirty,
grimy, and unsafe settings. For example, many jobs in the recycling
industry require workers to sort through moving conveyors of trash,
pulling out those items that can be recycled. Other relatively unattractive
jobs include cleaning hospital restrooms, washing dishes in a restaurant,
and handling toxic waste.

Consider the jobs in a chicken-processing facility. Much like a
manufacturing assembly line, a chicken processing facility is organised
around a moving conveyor system. Workers call it the chain. In reality, it’s
a steel cable with large clips that carries dead chickens down what might
be called a “disassembly line”. Standing along this line are dozens of
workers who do, in fact, take the birds apart as they pass.

Even the titles of the jobs are unsavory. Among the first set of jobs
along the chain is the skinner. Skinners use sharp instruments to cut and
pull the skin off the dead chicken. Towards the middle of the line are the
gut pullers. These workers reach inside the chicken carcasses and remove
the intestines and other organs. At the end of the line are the gizzard
cutters, who tackle the more difficult organs attached to the inside of the



chicken’s carcass. These organs have to be individually cut and removed
for disposal.

The work is obviously distasteful, and the pace of the work is
unrelenting. On a good day the chain moves an average of ninety chickens
a minute for nine hours. And the workers are essentially held captive by
the moving chain. For example, no one can vacate a post to use the
bathroom or for other reasons without the permission of the supervisor. In
some plants, taking an unauthorised bathroom break can result in
suspension without pay. But the noise in a typical chicken-processing plant
is so loud that the supervisor can’t hear someone calling for relief unless
the person happens to be standing close by.

Jobs such as these on the chicken-processing line are actually becoming
increasingly common. Fuelled by Americans’ growing appetites for lean,
easy-to-cook meat, the number of poultry workers has almost doubled
since 1980, and today they constitute a work force of around a quarter of a
million people. Indeed, the chicken-processing industry has become a
major component of the state economies of Georgia, North Carolina,
Mississippi, Arkansas, and Alabama.

Besides being unpleasant and dirty, many jobs in a chicken-processing
plant are dangerous and unhealthy. Some workers, for example, have to
fight the live birds when they are first hung on the chains. These workers
are routinely scratched and pecked by the chickens. And the air inside a
typical chicken-processing plant is difficult to breathe. Workers are usually
supplied with paper masks, but most don’t use them because they are hot
and confining.

And the work space itself is so tight that the workers often cut
themselves—and sometimes their coworkers—with the knives, scissors,
and other instruments they use to perform their jobs. Indeed, poultry
processing ranks third among industries in the United States for cumulative
trauma injuries such as carpet tunnel syndrome. The inevitable chicken
feathers, faeces, and blood also contribute to the hazardous and unpleasant

work environment.#4

Questions

1. How relevant are the concepts of competencies to the jobs in a



chicken-processing plant?

2. How might you try to improve the jobs in a chicken-processing
plant?

3. Are dirty, dangerous, and unpleasant jobs an inevitable part of any
economy?
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Chapter

Recruiting Talent

Learning Objectives

After reading this chapter you should have a good understanding of:

* The nature, objectives and importance of recruitment

* The factors that affect recruitment

* The recruitment process, delineate different stages in the process and
describe each of them

* The distinct philosophies of recruiting and understand implications of each
on employee hiring

Opening Vignettes

PROBLEM OF BOOMING B SCHOOLS

The city of Bangalore is agog, not with scorching sun, not with frequent
power cuts, not with two- and four-wheelers jostling for space on the
overcrowded roads, but with headhunters scouting around for MBAs.

The last two decades witnessed an alarming rise in the number of
institutes, schools and colleges offering management education both at the
undergraduate as well as post graduate levels. There are about 120 of them
offering BBM courses and 100 running MBA programmes. All these need
atleast 400 MBAs to be appointed as teaching faculty. Mere MBA is not
enough. The candidates must have cleared NET (National Eligibility Test) or
should be doctorates.

All the students who join B Schools are not familiar with the English
language. They need to be instructed in Hindi or Urdu. MBAs who are also
linguists are highly preferable.



Managements are worried. They realise that only good faculty will attract
good students. Where to find qualified and eligible MBAs? Most join
industries after graduation. Only a few come for teaching and those that
venture into it are in great demand. They do not want the demand to slip by.
They are in one college today and are found teaching in some other institute
tomorrow.

Suddenly, retired executives, ex-servicemen and not-so-successful
consultants have found themselves in great demand. With briefcases in
hands, these senior citizens go from college to college and are laughing all
the way to banks. One retired bank manager confessed that he is able to gross
every month ¥18,000 by teaching at half a dozen colleges.

HRP helps determine the number and type of people a firm needs. Job
analysis and job design specify the tasks and duties of jobs and the
qualifications expected from prospective job holders (see Fig. 6.1). The next
logical step is to hire the right number of people of the right type to fill the
jobs. Hiring involves two broad groups of activities: (i) recruitment and (ii)
selection. Recruitment is discussed in this chapter. The next chapter deals

with selection.
Hi:g:_.ige Determine Hecr® Job
F‘Iﬂnnmg and Selection Needs Analysis

Fig. 6.1 Recruitment and Selection Needs

Before coming to details of recruitment, it is useful to note that hiring,
contrary to popular perception, is an ongoing process and not confined to the
formative stages of an organisation. Employees leave the firm in search of
greener pastures—some retire and some die in the saddle. More importantly,
an enterprise grows, diversifies, takes over other units—all necessitating
hiring of new men and women. In fact, the hiring function stops only when
the company ceases to exist.

NATURE OF RECRUITMENT



In simple terms, recruitment is understood as the process of searching for and
obtaining applicants for jobs, from among whom the right people can be
selected. Theoretically, recruitment process is said to end with the receipt of
applications, in practice the activity extends to the screening of applications
so as to eliminate those who are not qualified for the job.

Recruitment refers to the process of receipt of applications from job-
seekers. In reality, the term is used to describe the entire process of employee
hiring. There are recruitment boards for railways, banks and other
organisations. B schools talk about campus recruitment. In newspapers too,
recruitment is frequently used to connote the process of employment. But
students of HRM should know that there is difference between the two terms
—recruitment and selection. (Meaning of selection is explained in the next
chapter).

Recruitment involves attracting and obtaining as many applications as
possible from eligible job-seekers.

PURPOSES AND IMPORTANCE

The general purpose of recruitment is to provide a pool of potentially
qualified job candidates. Specifically, the purposes are to:
1. Determine the present and future requirements of the firm in
conjunction with its personnel-planning and job-analysis activities.
2. Increase the pool of job candidates at minimum cost.
3. Help increase the success rate of the selection process by reducing the
number of visibly underqualified or overqualified job applicants.
4. Help reduce the probability that job applicants, once recruited and
selected, will leave the organisation only after a short period of time.
5. Meet the organisation’s legal and social obligations regarding the
composition of its workforce.
6. Begin identifying and preparing potential job applicants who will be
appropriate candidates.
7. Increase organisational and individual effectiveness in the short term
and long term.
8. Evaluate the effectiveness of various recruiting techniques and sources



for all types of job applicants.!

Recruitment represents the first contact that a company makes with
potential employees. It is through recruitment that many individuals will
come to know a company, and eventually decide whether they wish to work
for it. A well-planned and well-managed recruiting effort will result in high-
quality applicants, whereas, a haphazard and piecemeal effort will result in
mediocre ones. High-quality employees cannot be selected when better
candidates do not know of job openings, are not interested in working for the
company, and do not apply.? The recruitment process should inform qualified
individuals about employment opportunities, create a positive image for the
company, provide enough information about the jobs so that applicants can
make comparisons with their qualifications and interests, and generate
enthusiasm among the best candidates so that they will apply for the vacant
positions.

Recruitment lends itself as a potential source of competitive advantage to
a firm. An effective approach to recruitment can help a company successfully
compete for limited human resources. The firm must choose a recruiting
approach that produces the best pool of candidates quickly and cost
effectively. A recruiting programme helps the firm in at least four ways:

» Attract highly qualified and competent people.

* Ensure that the selected candidates stay longer with the company.

» Make sure that there is match between cost and benefit.

* Help the firm create more culturally diverse workforce.

The negative consequences of a poor recruitment process speaks volumes
about its role in a firm.

The failure to generate an adequate number of reasonably qualified
applicants can prove costly in several ways. It can greatly complicate the
selection process and may result in lowering of selection standards. The poor
quality of selection means extra cost on training and supervision.
Furthermore, when recruitment fails to meet organisational needs for talent, a
typical response is to raise entry-level pay scales. This can distort traditional
wage and salary relationships in the company, resulting in unavoidable
consequences. Thus, the effectiveness of the recruitment process can play a
major role in determining the resources that must be expended on other HR
activities and their ultimate success.



FACTORS GOVERNING RECRUITMENT

Given its key role and external visibility, recruitment is naturally subject to
influence of several factors. These include external as well as internal forces

(see Fig. 6.2).

External FA @
+ Supply and demand # Recruitmeant policy
» Unemployment rate \ « HAP

e Labour market Recruitment » Size of the firm

» Political-legal s Cost

+ Sons of soil = Girowth and

» Image ExXpansion

Fig. 6.2 Factors Influencing Recruitment

External Factors

Of particular importance is the supply and demand of specific skills in the
labour market. If the demand for a particular skill is high relative to the
supply, an extraordinary recruiting effort may be needed. For instance, the
demand for programmers and financial analysts is likely to be higher than
their supply, as opposed to the demand-supply relationship for non-technical
employees.

When the unemployment rate in a given area is high, the company’s
recruitment process may be simpler. The number of unsolicited applicants is
usually greater, and the increased size of the labour pool provides better
opportunities for attracting qualified applicants. On the other hand, as the
unemployment rate drops, recruiting efforts must be increased and new
sources explored.

For a long time the issue relating to unemployment haunted everyone in
India. Policy makers, politicians, administrators, union leaders and
academicians used to harp on the problem frequently. Not any more. One and
half decades of liberalisation has resulted in economic prosperity making
people forget about unemployment. The issue now is employability and not
unemployment. Any individual worth capable of something is sure of
securing a job, of course in the private sector. Table 6.1 shows how the figure



of unemployed fell often.

Table 6.1 Unemployed Work Applicants in India

Year Total (Million)
1996 37.43
1997 39.14
1998 40.09
1999 40.37
2000 41.34
2001 41.99
2002 41.17
2003 41.38
2004 40.45
2005 39.34

(Source: The Economic Times, dated August 14, 2006)

Labour-market conditions in a local area are of primary importance in
recruiting for most nonmanagerial, supervisory and middle-management
positions.* However, so far as recruitment for executive and professional
positions is concerned, conditions of all India market are important.

Pause and Ponder
Based on what you have read in the press, give an example of the ‘sons of
the soil’ being practised in a recent government recruitment.

Another external factor is political and legal consideration. Reservation of
jobs for SCs, STs, minorities, and other backward classes (OBCs) is a
political decision. There is a strong case for giving preference to people
hailing from less-advantaged sections of the society. Reservation has been
accepted as inevitable by all sections of the society. The Supreme Court also
has agreed upon 50 per cent reservation of seats and jobs.

As was stated in Chapter 2, we have Central and State Acts dealing with
labour. They cover working conditions, compensation, retirement benefits,



and safety and health of employees in industrial establishments. There are
Acts which deal with recruitment and selection. Child Labour (Prohibition
and Regulation) Act, 1986, for instance, prohibits employment of children in
certain employments, and seeks to regulate their working conditions in
certain other employments. Similarly, we have the Employment Exchange
(Compulsory Notification of Vacancies) Act, 1959, which mandates that
employers (industrial establishments employing 25 workers each and above)
must notify the vacant positions to the employment exchanges. The
Apprentices Act, 1961, the Inter-State Migrant Workmen (Regulation of
Employment and Conditions of Service) Act, 1979, the Factories Act, 1948,
and the Mines Act, 1952, also deal with recruitment. Above all these, we
have the Constitution which prohibits discrimination in matters of
employment and also provides for protective discrimination to the less-
privileged sections of the society. Preferences to sons of the soil is another
political factor. Political leaders clamour that preference must be given to the
people of their respective states in matters of employment.

The company’s image also matters in attracting large number of job
seekers. Blue chip companies attract large number of applications. Often, it is
not the money that is important. It is the perception of the job-seekers about
the company that matters in attracting qualified prospective employees.

Internal Factors

The above are some of the external forces influencing the recruitment
function of an organisation. In addition to these, there are certain internal
forces which deserve consideration while recruiting personnel.

One such internal factor is the recruiting policy of the organisation. Most
firms have a policy on recruiting internally (from own employees) or
externally (from outside the organisation), analogous to the make or buy
policy in inventory management. Generally, the policy is to prefer internal
sourcing, as own employees know the company well and can recommend
candidates who fit the organisation’s culture.

Another related policy is to have temporary and part-time employees. An
organisation hiring temporary and part-time employees is in a less
advantageous position in attracting sufficient applications.

In multinational corporations (MNCs), there is the policy relating to the



recruitment of local citizens. MNCs operating in our country prefer local
citizens as they can understand local languages, customs and business
practices better.

Yet, another recruitment policy issue that concerns the degree of
flexibility shall be in responding to recruitment demands. These are policy
issues raised by contract employees, temps, job sharing and the like.
Obliviously, creative solutions to recruitment challenges, which involve the
organisation in new employment contracts, suggesting for example,
flexibility of contract, or flexibility of time or of task, commit the
organisation to costs and precedents which continue for years to come.

A major internal factor that can determine the success of the recruiting
programme is whether or not the company engages in HRP. In most cases, a
company cannot attract prospective employees in sufficient numbers and with
required skills overnight. It takes time to examine the alternatives regarding
the appropriate sources of recruits and the most productive methods for
obtaining them. Once the best alternatives have been identified, recruiting
plans may be made.” Effective HRP greatly facilitates the recruiting efforts.

Size is another internal factor having its influence on the recruitment
process. An organisation with one hundred thousand employees will find
recruiting less problematic than a firm with just one hundred employees.

Cost of recruiting is yet another internal factor that has to be considered.
Recruiting costs are calculated per new hire and the figure is considerable
nowadays. Recruiters must, therefore, operate within budgets. Careful HRP
and forethought by recruiters can minimise recruitment costs. One cost-
saving measure, for instance, is recruiting for multiple job openings
simultaneously. The best solution is to use proactive personnel practices to
reduce employee turnover, thus minimising the need for recruiting.
Evaluating the quality, quantity and costs of recruitment helps ensure that it is
efficient and cost-effective.”

Finally, an organisation registering growth and expansion will have more
recruiting on hand than the one which finds its fortunes declining.

Pause and Ponder
Think of a firm you want to submit job application. Which factors attract
you towards the company?




RECRUITMENT PROCESS

As was stated earlier, recruitment refers to the process of identifying and
attracting job seekers so as to build a pool of qualified job applicants. The
process comprises five interrelated stages, viz.: (i) planning, (ii) strategy
development, (iii) searching, (iv) screening, and (v) evaluation and control
(see Fig. 6.3). The ideal recruitment programme is the one that attracts a
relatively larger number of qualified applicants who will survive the
screening process and accept positions with the organisation, when offered.
Recruitment programmes can miss the ideal in many ways: by failing to
attract an adequate applicant pool, by under/over selling the firm, or by
inadequately screening applicants before they enter the selection process.’
Thus, to approach the ideal, individuals responsible for the recruitment
process must know how many and what types of employees are needed,
where and how to look for individuals with the appropriate qualifications and
interests, what inducements to use (or avoid) for various types of applicant
groups, how to distinguish applicants who are unqualified from those who
have a reasonable chance of success, and how to evaluate their work.
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Fig. 6.3 Recruitment Process

Source: Herbert G. Heneman III, et. al., Personnel/Human Resource Management, p.
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Recruitment Planning

The first stage in the recruitment process is planning. Planning involves the
translation of likely job vacancies and information about the nature of these
jobs into a set of objectives or targets that specify the (i) number, and (ii) type
of applicants to be contacted.

Number of Contacts Organisations, nearly always, plan to attract more
applicants than they will hire. Some of those contacted will be uninterested,
unqualified, or both. Each time a recruitment programme is contemplated,
one task is to estimate the number of applicants necessary to fill all vacancies
with qualified people.®

Companies calculate yield ratios (yRs) which express the relationship of
applicant inputs to outputs at various decision points. For example, assume
that an organisation attempting to recruit sales people ran a series of
newspaper advertisements. The advertisement generated resumes from 2000
applicants, of which 200 were judged to be potentially qualified (yR = 10 :1).
Of these 200, 40 attended the interview for final selection (yR = 5:1). Of
these 40, 30 were actually qualified and offered jobs (yR = 4:3); and of the
30, 20 accepted (yR = 3:2). In this case, the overall yR is 100 : 1. Thus, a
requirement of 30 hires, during a specified period, would mean a recruitment
target of 3000.° (see Fig. 6.4)

Yield ratios express the relationship of applicant inputs to outputs at
various decision points.
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Fig. 6.4 Recruiting Yield Pyramid

The yRs must be used with circumspection. No yRs will be available for
recruiting employees for the first time, or for recruiting sources or methods
that have not yet been tried. Recruiters in such cases have to depend upon
their counterparts in other organisations or make their own guesses.

Type of Contacts This refers to the type of people to be informed about job
openings. The type of people depends on the tasks and responsibilities
involved and the qualifications and experience expected. These details are
available through job description and job specification.

Strategy Development

Once it is known how many and what type of recruits are required, serious
consideration needs to be given to (i) ‘make’ or ‘buy’ employees; (ii)
technological sophistication of recruitment and selection devices;!0 (iii)
geographic distribution of labour markets comprising job seekers; (iv)
sources of recruitment; and (v) sequencing the activities in the recruitment
process.

’Make’ or ‘Buy’ Firms must decide whether to hire less skilled employees
and invest on training and education programmes, or they can hire skilled
labour and professionals. Essentially, this is the ‘make’ (hire less skilled
workers) or ‘buy’ (hire skilled workers and professionals) decision.



Organisations which hire skilled labour and professionals shall have to pay
more for these employees.

’Buying’ employees has the advantage in the sense that the skilled labour
and professionals can begin the work immediately and little training may be
needed. But the high remuneration that the skilled workers and professionals
demand may outweigh the benefits.

Technological Sophistication The second decision in strategy development
relates to the methods used in recruitment and selection. This decision is
mainly influenced by the available technology. The advent of computers has
made it possible for employers to scan national and international applicant
qualifications. Although impersonal, computers have given employers and
job seekers a wider scope of options in the initial screening stage.

Technological advancement has made it possible for job seekers to gain
better access. They have begun sending videotapes about themselves to a
number of companies without wasting time and without spending money on
travel.

Where to Look In order to reduce costs, firms look into labour markets most
likely to offer the required job seekers. Generally, companies look into the
national market for managerial and professional employees, regional or local
markets for technical employees, and local markets for clerical and blue-
collar employees.

The above pattern will be modified by certain factors. One such factor is
the location of the firm. A company located in a backward district like Bidar
in Karnataka cannot confine itself to the local market for its requirement of
managerial personnel. But the same company can depend on the local market,
if it were located in Bangalore. Still another consideration is the state of the
labour market. Local shortage of blue-collar employees compels companies
to conduct regional recruiting campaigns for these employees.

In the final analysis, organisations recruit where experience and
circumstances dictate likely success. Recognising this, many adopt an
incremental strategy in which initial efforts are concentrated in regional or
local labour markets and expanded only if these efforts fail to achieve the
desired results.!



How to Look How to look refers to the methods or sources of recruitment.
There are several sources and they may be broadly categorised into (i)
internal, and (ii) external. (See Fig. 6.5)

internal Recruitment

Internal recruitment seeks applicants for positions from those who are
currently employed. Internal sources include present employees, employee
referrals, former employees, and former applicants.

Present Employees Promotions and transfers from among the present
employees can be a good source of recruitment. Promotion to higher
positions has several advantages. They are'>—(i) it is good public relations;
(i) it builds morale; (iii) it encourages competent individuals who are
ambitious; (iv) it improves the probability of a good selection, since
information on the individual’s performance is readily available; (v) it is
cheaper than going outside to recruit; (vi) those chosen internally are familiar
with the organisation; and (vii) when carefully planned, promoting from
within can also act as a training device for developing middle-level and top-
level managers.

However, promotion can be dysfunctional to the firm as the advantage of
hiring outsiders who may be better qualified and skilled is denied. Promotion
also results in inbreeding which is not good for the organisation.

Promotion, to be effective, requires using job posting, personnel records,
and skill banks. Job posting means notifying vacant positions by posting
notices, circulating publications or announcing at staff meetings and inviting
employees to apply. This practice is not followed for senior positions which
are generally filled with people hired from outside. Personnel records are
also useful to effect promotions. Examining personnel records may help
discover employees who are doing jobs below their educational qualifications
or skill levels.

It may also help to track persons who have the potential for further
training or those who have the right background for the vacant positions.
Some companies develop skill banks that list current employees who have
specific skills.!3

Another way to recruit from present employees is transfer without



promotion. Transfers are often important in providing employees with a
broad-based view of the company, necessary for future promotions.
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Fig. 6.5 Sources of Recruitment

Employee Referrals This can be a good source of internal recruitment.
Employees can develop good prospects for their families and friends by
acquainting them with the advantages of a job with the company, furnishing
cards of introduction, and even encouraging them to apply.

Some companies even offer “finders fees” in the form of monetary
incentives for a successful referral. Microsoft, for example, is presently
offering referral incentives to its employees for Internet experts. Infosys in
Bangalore has the practice of flashing the news about vacancies on its
website and inviting referrals from employees. Employees are paid ¥10,000



to ¥15,000 each as “charges” for every successful hire. Similar practice
prevails in Wipro, and other firms. Texas Instruments has a third of its jobs
being filled through employee referrals.

Employee referrals can be a good source of recruitment. When employees
recommend successful referrals, they (the former) are paid monetary
incentives which are called “finders fees”.

When used wisely, referrals can be an effective way of recruiting. Many
prospects can be reached at a very low cost, and in an organisation with a
large number of employees this approach can provide quite a large pool of
potential organisational members. Most employees know from their own
experiences about the requirements of the job and what sort of persons the
company is looking for. Often employees have friends or acquaintances who
meet these requirements.

There are some potential negative factors associated with employee
referrals. They include the possibility of inbreeding, manifesting in groups of
people quitting one firm and joining another. They carry with them the
cultural practices of the previous firm. They form cliques of their own,
demand unacceptable privileges and often threaten to quit if demands are not
met.

Former Employees Former employees are also an internal source of
applicants. Some retired employees may be willing to come back to work on
a part-time basis or may recommend someone who would be interested in
working for the company. Sometimes, people who have left the company for
some reason or the other are willing to come back and work. Individuals who
left for other jobs, might be willing to come back for higher emoluments.'#

Upto 10-15% of vacant positions can be filled through such re-hires.
Archived data relating to phone numbers, emails are shared by HR people
with the recruitment team and contacts are pursued actively. Emails are sent
to these individuals and are encouraged to apply. Employees exited on
reasons relating to performance and ethical conduct are excluded. Help of
professional networks may also be used to establish contacts with former
employees.



Quick to hire is the major advantage of hiring former employees. The re-
hires are quick to work, as they are familiar with the company’s policies and
procedures, and will connect soon with peers and customers. MNC’s such as
IBM and Microsoft are active in re-hiring. The problem with re-hires is their
placement and compensation.

Previous Applicants Although not truly an internal source, those who have
previously applied for jobs can be contacted by mail, a quick and inexpensive
way to fill an unexpected opening.'® Although ‘walk-ins’ are likely to be
more suitable for filling unskilled and semi-skilled jobs, some professional
openings can be filled by applicants to previous jobs.

Evaluation of internal Recruitment

There are three major advantages of internal recruitment. First, it is less
costly than external recruiting. Second, firms typically have a better
knowledge of the internal candidates’ skills and abilities than the ones
acquired through external recruiting. Third, an organisational policy of
promoting from within can enhance employees’ morale, organisational
commitment and job satisfaction.

There are disadvantages which need to be mentioned. One theory is that
the method simply perpetuates the old concept of doing things—that creative
problem solving may be hindered by the lack of new talents. Some
companies complain of unit raiding in which divisions compete for the same
people. A third possible disadvantage is that politics probably has a greater
impact on internal recruiting and selection than does external recruiting.!®
Thus, while more job-related information may be known about internal
candidates, personnel decisions involving internal candidates are more likely
to be affected by the political agenda of the decision maker.

external recruitment

External sources far outnumber the internal methods. Specifically, sources
external to a firm are professional or trade associations, advertisements,
employment exchanges, college/university/institute placement services, walk-
ins and write-ins, consultants, contractors, displaced persons, radio and



television, acquisitions and mergers, contractors and competitors.

Temps and contract Workers

Contract workers, by their numbers, are almost dwarfing the small number of
regular employees. Manesar plant of Maruti has 40 per cent workers on
contract basis. Napino (Gurgaon based) has only 48 percent regulars and the
rest are contract workers. Rico (also Gurgaon located) has 1275 regulars and
1675 contract workers. These firms are no exception. Trend is same in almost
all organisations.

For employer, contract workers are less expensive (wages paid to these
employees constitute only half of what are paid to regulars); minimal
demands for better wages and benefits; no need to implement mandatory
welfare measurements; and freedom to hire and fire. During times of sudden
rise in demand, organisations rely on temps (temporary workers) instead of
hiring regulars. Bringing in temps is fast as the elaborate exercise of
recruitment and selection processes are dispensed with. Managers can keep
watching temps to identify potential candidates who can be absorbed on
regular basis in course of time.

Also called just-in-time workers, temps are not limited to clerical or
maintenance requirements. They include hundreds of engineers, scientists,
financial officers and even HR professionals. Just-in-time employees can be
hired directly or use an agency for the purpose. Direct hiring is simple-hire
the number of workers the organisation needs, and place them on the job.
Such workers are separately categorised and the company pays them directly,
as it does to all the regular workers. Alternatively, the organisation can seek
the services of an agent who keeps employers ready and supplies them on
request. The company pays remuneration to the agent who in turn, distributes
the same to the employees, of course after keeping his own commission.

e-recruiting

Electronic, also called online recruiting is much sought after source of
recruitment made use of by all organizations. Job portals like Naukri,
Monster, and Shine enable recruiters to reach out to a large audience. This
source is widely used for entry level and mid-level positions.



Employers can electronically screen candidates’ soft attributes, direct-
potential hires to a special website for online skill assessment, conduct back
ground check over the Internet, interview candidates via video conferencing,
and manage the entire process with web-based software. Companies benefit
immensely through wide reach, cost savings and speed enhancement.
Employees too are benefited in the sense that they can access over a broader
array of company postings than was possible earlier.

There are negatives associated with on-line recruiting. For example,
broader exposure might result in many unqualified applicants applying for
jobs. More resumes need to be reviewed, more e-mails dealt with and
specialised applicant tracking software may be needed to handle large
number of applications. Another problem is that the recruiters are likely to
miss out many competent applicants who lack access to Internet.

Problems notwithstanding, both job givers as well as job seekers find
Internet as the most effective source of recruiting and its use in days to come
will be all pervasive.

E-recruiting involves screening candidates electronically, directing
potential hires to a special website for online skill assessment, conducting
background checks over the Internet, interviewing candidates via
videoconferecing, and managing the entire process with web-based
software.

Professional and Trade Associations Many associations provide placement
services for their members. These services may consist of compiling job
seekers’ lists and providing access to members during regional or national
conventions. Further, many associations publish or sponsor trade journals or
magazines for their members. These publications often carry classified
advertisements from employers interested in recruiting their members.
Professional or trade associations are particularly useful for attracting highly
educated, experienced or skilled personnel.!” Another advantage of these
sources is that recruiters can zero in on specific job seekers, especially for
hard-to-fill technical posts.

Advertisements These constitute a popular method of seeking recruits as



many recruiters prefer advertisements because of their wide reach.

Want ads describe the job and the benefits, identify the employer, and tell
those who are interested and how to apply. They are the most familiar form
of employment advertising. For highly specialised recruits, advertisements
may be placed in professional/business journals.'® Newspaper is the most
common medium. A number of factors influence the response rate to
advertisement. There are three important variables—identification of the
company, labour-market conditions, and the degree to which specific
requirements are included in the advertisement.

Many organisations place what is referred to as a blind ad, one in which
there is no identification of the firm. Respondents are asked to reply to a post
box number or to a consulting firm that is retained by the organisation. Large
companies with national reputation will seldom use blind ads to fill lower-
level positions. However, when the organisation does not wish to publicise
the fact that it is seeking to fill an internal position, or when it seeks to recruit
for a position in the place of a person likely to be displaced, a blind ad may
be appropriate. This is especially true when the position to be filled is likely
to draw an extraordinary number of applications. Using the blind ad relieves
the firm from having to respond to any individual who applies. Only those
individuals the company wishes to see are notified. Others are ignored as if
they were never received.

Although blind ads can assist recruiters in finding qualified applicants,
many individuals are reluctant to reply to them. Obviously, there is the fear,
usually unjustified, that the advertisement has been placed by his/her present
employer. Also, the organisation itself is a key determinant whether the
individual is interested. Therefore, potential candidates are often reluctant to
apply. Further deterrents are the bad reputation that blind ads have received
because of organisations that place advertisements when no positions exist in
order to test the supply of workers in the community; test their own
popularity among job seekers; to build a backlog of applicants; or to identify
those current employees who are likely to fly away.!®

A variation to this source of recruitment is that the advertisements are
released by the job-seekers themselves. Such advertisements describe the
qualifications, experience, and the areas of interest of the advertisers. It is
upto the firms to invite the advertisers for interview. An advertisement of this



type is shown in Exhibit 6.1.

DGR AN Moonlighting

Services Offered

UNIQUE multipurpose greeting cards of handmade paper, crafted with
exquisite floral designs using natural dried ferns, flowers and foliage
available with matching envelopes. Sizes: 6" x 3 5/8", 7" x 4. “ (folded)
and 7” x 6" (unfolded). Bulk local/export orders solicited. Phone 5582536.
EXPORT consultancy available for starting export of any products/services
or developing any existing business on retainership basis. Write to: K.M.
Vasudevan, Post Box No. 7622, Bangalore—560076.

AN ELECTRONIC technician with very good background is seeking for
part-time marketing job of electronic products, interested companies reply
to G. Narayan Kumar, No. 2/1 Venkataswamappa Street, Chikkmaualli,
Bangalore—560004.

UNDERTAKE any intricate foundry patterns (wood and metal) please
contact Darpan Patterns, 6th Cross Vivekananda Road, Hosamane,
Shimoga-577201 Ph. 40104 - EREGOWDA.

MANAGER MNC, experienced in teaching MBA, wants to teach
marketing on  Saturdays/evenings in  reputed  Management
Institute/Colleges. Contact Mac on Phone 5582360 between 8 pm and 9
pm.
EXPERIENCED chemical technologist available on part-time basis for
advice on problems of processes, testing and analysis, recoveries of
finished products, metals compounds, finishing, Telephone 3348174.

QUALIFIED and experienced information technology professional
available for freelance/part-time consultancy for setting up Export Oriented
Software Development Technology Units (100% EOU/STP). Contact: No.
1724, 13 Main 31 Cross, Banashankari 11 stage, Bangalore-560 070.
Telephone 6625067.

SR managerial position retd. worked wvarious disciplines. Good
communication/administrative skills. Proven journalistic capability. Want
to keep busy part-time. Remuneration not, objective. Phone 3340664.

Advertisements must be effectively drafted before publishing/releasing



them. An ineffective advertisement will meet the fate aptly described in the
following:

“Is your advertising getting results”?
“It sure is! Last week we advertised for a night watchman and the next
night we were robbed”.

—Anonymous

Experienced advertisers use a four-point guide called AIDA to construct
their advertisements. First, attract attention, next develop interest in the job,
next create desire and then instigate action on the part of an onlooker.

Most experts are of the opinion that advertisements must contain the
following information— (i) the job content (primary tasks and
responsibilities); (ii) a realistic description of working conditions, particularly
if they are unusual; (iii) the location of the job; (iv) the compensation,
including the fringe benefits; (v) job specifications; (vi) growth prospects;
and (vii) to whom one applies. It may also be remembered that a recruitment
advertisement today has to do much, more than announce that a company is
looking for personnel. It has to sell the idea that the company and the job are
perfect for the candidate. Further, recruitment advertisements can also serve
as corporate advertisements, the latter positioned to build the company’s
image. Cost-wise too, this arrangement suits companies. A half-page
appointment advertisement in The Times of India, for example, would cost 2
2.25 lakh while a corporate advertisement would cost ¥2.75 lakh.

Pause and Ponder
Have you ever applied for a job in response to an ad? Else speak to
someone who has. What has been the experience?

Employment Exchanges Employment exchanges have been set up all over
the country in deference to the provisions of the Employment Exchanges
(Compulsory Notification of Vacancies) Act, 1959. The Act applies to all
industrial establishments having 25 workers or more each. The Act requires
all the industrial establishments to notify the vacancies before they are filled.



The major functions of the exchanges are to increase the pool of possible
applicants and to do preliminary screening. Thus, employment exchanges act
as a link between the employers and the prospective employees. These
offices are particularly useful in recruiting blue-collar, white-collar and
technical workers. Table 6.2 shows the employment-exchange data.

As on today, there are 965 exchanges across the country with 46 million
people registered seeking jobs. Till now, all these exchanges have found jobs
for only 260,000, a success rate of 0.56%.

Employment exchanges were first established to help resettle soldiers
returning to civilian life after World War II, and later to find employment for
those who were displaced by partition. Over the years, they have lost
relevance as several states have set up their own recruitment boards to fill
local posts for everything from teachers to public transport drivers, bypassing
these exchanges.

A 1996 Supreme Court ruling which allowed the private sector to hire
employees from outside employment exchanges was a further blow to these
exchanges.

Table 6.2 Number of Employment Exchanges and Related Data

Year No. of (in thousands) % of % of ‘elncrease
Employ- Place= Place- in live
ment  Regisi- Place- Vacancies Submi-  Live mentfto mentfo Register
Exchanges ration ment  Notified  ssion  Register Submi- Vacancies Over
Made ssion  Notified Previous
Year
1 2 3 4 5 6 7 8 9 10
1994 £91 £827.3 2049 3964 37234 366915 55 5.7 1.1
1995 895 58581 2149 3857 35699 367423 6.0 55.7 0.1
1996 914 ba724 233.0 4239 36058 374296 65 55.0 1.9
1997 934 6321.9 275.0 393.0 37678 391399 73 70.0 4.6
1998 945 £851.8 2333 358.8 30766 400896 7.6 65.0 24
1999 955 5966.0 2213 3289 26532 403714 83 67.3 0.7
2000 858 60418 177.7 2845 23228 413426 7.7 62.5 2.4
2001 938 55526 169.2 304.1 1908.8 419859 8.9 55.6 1.6
2002 939 5064.0 14286 2203 17488 411712 8.2 64.7 -2.0
2003 945 54629 1549 2561 1917.3 413887 8.1 60.5 0.5
Source: Directorate General of Employment and Training.
Campus Recruitment Colleges, universities, research laboratories,



sportsfields and institutes are fertile ground for recruiters, particularly the
institutes. The Indian Institutes of Management (IIMs) and the Indian
Institutes of Technology (IITs) are on the top of the list of avenues for
recruiters. In fact, in some companies, recruiters are bound to recruit a given
number of candidates from these institutes every year. The IIMs are an
important source for recruiting management trainees.

Campus recruitment is going global with companies like Hindustan
Unilever, Citibank, HCL-HP. L&T, Motorola and Reliance looking for
recruitees in global markets. Business schools in the US and the UK are a
source of potential candidates for them. These candidates are Indians who
have gone abroad for higher studies in management. Unlike in the past, these
promising boys and girls are willing to return to India and take up
assignments here. At least four reasons can be given to explain this trend.
First, changes in the economic front have thrown open new opportunities in
the home country. Second, quality of life in India has improved considerably.
Third, it is becoming highly difficult for foreign students to secure work
permits in the US. Fourth, sentiment and love for the mother country compel
them to return to India.

The campus recruitment is so much sought after by the recruiters that each
college, university department or institute will have to have a placement
officer to handle recruitment functions.

Campus recruitment is often an expensive process, even if the recruiting
process eventually produces job offers and acceptances. Majority of those
would leave the firms within the first five years of their employment. Some
people attribute this high rate of turnover to the lack of challenge offered by
the companies. Problems notwithstanding, campus recruitment is the major
source of recruitment for prestigious companies such as HUL, Tatas, L&T
and the like.

Walk-ins, Write-ins and Talk-ins The most common and least expensive
approach for candidates is direct applications, in which job seekers submit
unsolicited application letters or resumes. Direct applications can also
provide a pool of potential employees to meet future needs. From employees’
viewpoint, walk-ins are preferable as they are free from the hassles associated
with other methods of recruitment. While direct applications are particularly
effective in filling entry-level and unskilled vacancies, some companies



compile pools of potential employees from direct applications for skilled
positions.?? (see Exhibit 6.2 for an illustration of walk-ins and Exhibit 6.3 for

their flip side).

IO WA Walk-in Interview

Imagine working for India’s largest
media Group. With its wide array of
brands. Most of them market
leaders.

Imagine hob-nobbing with leading
advertising and marketing
professionals.

Imagine working with over 300
ambitious, enthusiastic and creative
colleagues, averaging 24 years in
age. A sales-force unarguably the
best of its kind in the industry.
Imagine working for a target of over
a crore of rupees a day! Phew!

Now, stop imagining. Act. If you are
a graduate—<creative, articulate and
persuasive—with a passion for sales,
then, handwrite your bio-data.

WALK-IN ON SATURDAY
SEPTEMBER 24, 2012
Some of India’s media
marketing whizkids are

waiting to meet you.

Between 10 a.m. and 2 p.m.
Mind you, they have a sharp
eye for talent.

And that is no imagination.

The TIMES OF INDIA
RESPONSE 40/1, S & B

Towers 2nd floor, M.G.
Road Bangalore—560 001

People who have responded to our earlier advertisements need not apply

again.

15U Walk-in Interview—The Flip Side

Today’s newspapers are full of new openings to be tapped in newer ways.
Six out of ten are through walk-in-interviews. Though, for many, it could

well be a walk-out!

These walk-ins offer interesting moments for an observer. It so
happened in one of the offices that several posts were to be filled up
through such interviews. It was a virtual stampede as people from different



age-groups thronged the premises. Parents had accompanied their
daughters. One of the candidates, a lass, apparently bored, intending on
making friends, spoke to an elderly person inquiring whether his daughter
had come for the interview. Blushed, with a smile on his face, the person
replied that he himself was a candidate! Surely, the young one had the
experience of her life.

At another place, the post advertised was for a lecturer in a B school.
Naturally, members of the managing committee of the institute were seated
along with the subject experts. Minutes before the start of the interview, a
person walked in through the entrance meant for insiders, neatly dressed up
and carrying a brief case. Everyone thought that he must have been
specially invited as one of the members of the selection panel. It took quite
some time for them to come to their own and realise that the gentleman was
one of the hopefuls aspiring for the job. Obviously, the first round was
decisively won by the candidate. Quickly reconciling, one of the members,
to put the candidate on the defensive, fired a question to know whether the
candidate was fit enough to deliver four lectures a day. Pat came the reply
from the candidate that he could do it for 10 hours as he, being an amateur
dramatist, had the habit of long hours of rehearsals and acting. Now, it was
the turn of the honourable member to have a walk-out!

How are these interviews conducted? It is anybody’s guess. The chaos
and confusion would be so much that more than the candidates, the people
who manage the show are often seen gasping for breath. They do not know
how many candidates are to be interviewed and how many positions are to
be filled up. The number of candidates could sometimes be varying directly
with the temperature outside. Everyone who happens to pass the side would
like to try out his/her luck! After all, it is walk-in you see. In the process
genuine candidates lose out, and convincingly too!

In one of the interviews for the post of a finance manager, one person
who had the required credentials for the job was aghast to find out that the
person who was interviewing him was a civil engineer. The management
felt that handling finance was like mixing cement with sand.

Tail piece. Do walk in to any number of places, but never try to reveal
your knowledge! You would be branded as ‘too big’! So keep walking in,
at least that’s good for your health.



Write-ins are those who send written enquiries. These jobseekers are
asked to complete application forms for further processing.

Talk-ins are becoming popular nowadays. Job aspirants are required to
meet the recruiter (on an appropriated date) for detailed talks. No application
is required to be submitted to the recruiter.

walk BRElS

* Successful recruitment is linked * Never assess the effectiveness
to clear understanding of of recruitment team by the
business needs number of applications receive

 Explore if a vacancy can be * Use job postings to hire skills
filled by retraining spare * Never compromise and allow a
resource undesirable candidate push

» Maintain database of all through. You are bound to

resumes by skill and experience regret
so that over a period of time * Favour colleges through camp
pool of resumes is created for placements and accreditations
recruiting staff

» Employee referrals are highly
useful. Leverage them to
maximum extent

* Screen and shortlist applications
which meet your requirements

Consultants ABC Consultants, Ferguson Associates, Human Resource
Consultants, Head Hunters, Batliboi and Co., Analytic Consultancy Bureau,
Aims Management Consultants and The Search House are some among the
numerous recruiting agencies. These and other agencies in the profession are
retained by organisations for recruiting and selecting managerial and
executive personnel.

Consultants are useful inasmuch as they have nation-wide contacts and
lend professionalism to the hiring process. They also keep prospective
employer and the employee anonymous. But, the cost can be a deterrent
factor. Most consultants charge fees ranging from 20 to 50 per cent of the



first year salaries of the individuals placed.

Contractors Contractors are used to recruit casual workers. The names of the
workers are not entered in the company records and, to this extent,
difficulties experienced in maintaining permanent workers are avoided.

Organisations should keep some guidelines (see Exhibit 6.4) while using
contract/casual workers.

DG Guidelines for using Contract Workers

1.

3.

4.

9.

Do not train temporary employees. Their staffing agency will handle
training.

. Do not negotiate the pay rate of contract workers. The agency should

set pay.

Do not coach or counsel a contract worker on his or her job
performance. Agency may be called in and requested to do so.

Do not negotiate a contract worker’s vacations or personal time off.
Direct the worker to the agency.

. Do not routinely include contract workers in company’s employee

functions.

. Do not allow contract workers to utilise facilities meant for

employees.

. Do not let managers issue company business cards, name plates, or

employee badges to contract workers without HR and legal approval.

. Do not let managers discuss harassment or discrimination issues with

contract workers.
Do not discuss job opportunities and the contract workers’ suitability
for them directly.

10. Do not terminate a contract worker directly. Agency may be

contacted to do so.

(Source: Garry Dessler, Human Resource Management, 2008, p. 186)

Displaced Persons Siting and implementation of a project in an area would

result

in displacement of several hundred inhabitants. Rehabilitating the

displaced people is a social responsibility of business. Such people are a



source of recruitment, not only for the project which caused the displacement,
but also for other companies located elsewhere.

Rehabilitation of displaced persons is mandated by the government, and
the World Bank has made it a conditionality for granting assistance to the
concerned country.

But the track record of companies in this respect is disappointing. The
Visakhapatnam Steel Plant has assured rehabilitation to all the 5,000
displaced persons but took only 1,339 of them into the company’s folds. The
steel plant is no exception.

Radio and Television Radio and television are used but sparingly, and that
too, by government departments only. Companies in the private sector are
hesitant to use the media because of high costs and also because they fear that
such advertising will make the companies look desperate and damage their
image.

Radio and television can be used to reach certain types of job applicants
such as skilled workers. Besides, there is nothing inherently desperate about
using radio or television. Rather it depends upon what is said and how it is
delivered that implies some level of desperation.?!

Acquisitions and Mergers Another method of staffing firms is a result of the
merger or acquisition process. When organisations combine into one, they
have to handle a large pool of employees, some of whom may no longer be
necessary in the new organisation. Consequently, the new company has, in
effect, a pool of qualified job applicants (although they are current
employees). As a result of the merger or acquisition, however, new jobs may
be created as well. Both new and old jobs may be readily staffed by drawing
the best-qualified applicants from this employee pool.

Firms poach on right people in rival companies by offering better terms
and lure them away. Poaching has legal implication in as much as the
employee needs to obtain clearance from his or her employer before
hopping on to another. There is also an ethical issue involved in poaching.
Should an employee desert a firm merely because somebody else offers a
few thousands more?



In contrast to the other external methods, this one can facilitate the
immediate implementation of an organisation’s strategic plan. This ready
pool may enable a firm to pursue a business plan, such as entering a new
product line that would otherwise be unfeasible using standard recruiting
methods. The need to displace employees and to integrate a large number of
them rather quickly into a new organisation, however, means that the
personnel-planning and selection process become more critical than ever.??

Competitors Rival firms can be a source of recruitment. Popularly called
poaching’ or ‘raiding’, this method involves identifying the right people in
rival companies, offering them better terms and luring them away. For
instance, several executives of HMT left to join Titan Watch Company, so
also from BEL to BPL. Most glaring is the exodus of pilots from the Indian
Airlines to join private air taxi operators. The exodus is more pronounced in
the financial sector. For example, the chief of CRISIL joined George Soros,
one of the largest firms in the capital market. And three deputy managing
directors of SBI resigned to join private companies.

There are legal and ethical issues involved in raiding rival firms for
potential candidates. From the legal point of view, an employee is expected
to join a new firm only after obtaining a ‘no objection certificate’ from
his/her present employer. Violating this requirement shall bind the employee
to pay a few months’ salary to his/her present employer as a punishment.

The ethical issue is more significant than the legal one. Should an
employee desert the company which has given training and offered him/her a
job simply because someone else offers you a few hundred rupees more as
compensation? Is money everything in life? Have loyalty and commitment
lost their relevance?

Unfortunately, today’s young managers are known for rootlessness and
job hopping. Loyalty to the organisation is a thing of the past. An MBA of
today is known to change jobs and organisations like changing one’s clothes.
Clearly, this trend needs to be stopped. This is a challenge for the HR
manager. The present economic crisis has made the job of HR manager less
daunting. Employees are staying put with present jobs (often they are laid-
off) as alternatives are not available. But the happenstance of economy
staging a come back and employees resorting to job-hopping again cannot be
ruled out.




Pause and Ponder
Have you at any time tried Internet recruiting? What has been your
experience with it , when compared with conventional route?

Evaluation of External Recruitment External sources of recruitment have
both merits and demerits. On the plus side, the following may be cited:

1. The firm will have the benefit of new skills, new talents and new
experiences, if people are hired from external sources.

2. The management will be able to fulfil reservation requirements in
favour of the disadvantaged sections of the society.

3. Scope for resentment, heartburn and jealousy can be avoided by
recruiting from outside.

The demerits are:

1. Better motivation and increased morale associated with promoting own
employees are lost to the company.

2. External recruitment is costly.

3. If recruitment and selection processes are not properly carried out,
chances of right candidates being rejected (false positive error) and
wrong applicants
being selected (false negative error) occur. Exhibit 6.5 shows relative
merits and demerits of internal recruitment and external recruitment.

Whatever be the source of recruitment, the job seekers must submit
application forms seeking employment. These applications shall be supplied
by the employer (popularly called application blanks) or the applicants may
be expected to prepare their own application forms and submit on or before
the expiry of the stipulated date.

Application forms serve three useful purposes—(i) they are the records of
applicants’ desire to obtain jobs; (ii) they provide the interviewer with
profiles of applicants which can be used in the interview, and (iii) they are the
basic personnel records for applicants who later become employees.

I UMW Internal and External Recruitments: Advantages and
Disadvantages

internal Recruitment



Advantages
. It is less costly.

. Candidates are already oriented
towards company.

. Organisations have better
knowledge about the internal
candidates.

. Enhancement of employee
morale and

. Good performance is

Disadvantages
1. It perpetuates the old concept
of doing things.
2. It abets raiding.

3. Candidates’ current work may
be affected.

4. Politics play greater role.

5. Morale problem for those not

rewarded. promoted.
External Recruitment
Advantages Disadvantages

1. Better morale and motivation
associated with internal

1. Benefits of new skills, new
talents and new experiences to

organisations. recruiting is denied to the
company.
2. Compliance with reservation 2. It is costly.
policy becomes easy.
3. Scope for resentment, 3. Chances of creeping in false
jealousies and heart-burn are positive and false negative
avoided. eITors.

4. Adjustment of new employees
to the organisational culture
takes longer time.

When to Look An effective recruiting strategy must determine when to look
—decide on the timings of events—besides knowing where and how to look
for job applicants (see Fig. 6.3).

Time lapsed data (TLD) will be highly useful in determining the timings.
TLD show the average time that elapses between major decision points in the
recruitment process. Continuing with the example quoted earlier, the firm has
a task of recruiting 30 salespersons in a given period. Yield ratio (yR)



analysis showed that 3000 potential applicants would have to be contacted
during this period. But when should these contacts occur??3

Suppose an analysis of TLD shows that in the past, it typically had taken
10 days for an advertisement to begin producing resumes, four days for
invitations for interviews to be issued, seven days to arrange for interviews,
four days for the company to make up its mind, 10 days for the applicants
offered jobs to make up their minds, and 21 more days for those accepting
offers to report for work. This suggests that vacancies must be advertised two
months before they are expected to occur.?*

Searching

Once a recruiting plan and strategy are worked out, the search process can
begin (see Fig. 6.3). As seen in the figure, search involves two steps—(i)
source activation, and (ii) selling.

Source Activation Typically, sources and search methods are activated by
the issuance of an employee requisition (Fig. 6.3). This means that no actual
recruiting takes place until line managers have verified that a vacancy does
exist or will exist.

If the firm has planned well and done a good job of developing its sources
and search methods, activation soon results in a flood of applications and/or
resumes.

The applications received must be screened. Those who pass have to be
contacted and invited for interview. Unsuccessful applicants must be sent

letters of regret.”>

Selling A second issue to be addressed in the searching process concerns
communications. Here, organisations walk a tightrope. On one hand, they
want to do whatever they can to attract desirable applicants. On the other,
they must resist the temptation of overselling their virtues.?®

In selling the company, both the message and the media deserve attention.
Message refers to the employment advertisement. With regard to media, it
may be stated that effectiveness of any recruiting message depends on the
media. Media are several—some have low credibility, (employment
exchanges, for example) while others enjoy high credibility (advertisements



in business magazines, for example). Selection of medium or media needs to
be done with a lot of care.

Screening

Screening of applications can be regarded as an integral part of the recruiting
process, though many view it as the first step in the selection process. Even
the definition on recruitment, we quoted in the beginning of this chapter,
excludes screening from its scope. However, we have included screening in
recruitment for valid reasons. The selection process will begin after the
applications have been scrutinised and shortlisted. Hiring of professors in a
university is a typical situation. Applications received in response to
advertisements are screened and only eligible applicants are called for an
interview. Interview is conducted by a selection committee comprising the
Vice-Chancellor, Registrar and subject experts. Here, the recruitment process
extends upto screening the applications. The selection process commences
only later.

The purpose of screening is to remove from the recruitment process, at an
early stage, those applicants who are visibly unqualified for the job. Effective
screening can save a great deal of time and money. Care must be exercised,
however, to assure that potentially good employees are not lost and that
women and minorities receive full and fair consideration and are not rejected
without justification. In screening, clear job specifications are invaluable. It is
both a good practice and a legal necessity that applicants’ qualifications be
judged on the basis of their knowledge, skills, abilities and interests required
to do the job.

The techniques used to screen applicants vary depending on the candidate
sources and recruiting methods used. Interviews and application blanks may
be used to screen walk-ins. Campus recruiters and agency representatives use
interviews and resumes.?” Reference checks are also useful in screening
(Also see Exhibit 6.6).

| O EA No More Lemons

Remember that lemon you hired last month—who wasn’t just a waste of
time but also left your company poorer by a few lakhs? Not just that, now



he’s hopped across to your rival, armed with a few of your hottest business
strategies. Well, you wouldn’t have made that grave error in judgment had
you screened him before taking him on board. You wouldn’t have had to do
it yourself. You could have outsourced it to a firm like Quest Research
India, one of the few background-screening companies with pan-Asia
operations. Screening is basically an integrity and honesty check, a measure
for fraud prevention.

Bad hires are a big blow to a company’s reputation, quality of service,
and relation with the client. Considering a significant amount of time and
cost is incurred by the management in case of fraud or leakage of
information it makes sense to undertake preventive measures like these.
Don’t however be misled into believing that intensive knowledge-based
industries are the lone practitioners of this novel business practice.
Manufacturing, financial services, banks and even logistic services are
some of the other sectors that prefer to screen their prospective employees.
Rough estimates suggest that the organised and unorganised sectors
together do about 40,000 checks every month currently. Also the new
overseas legislations make it mandatory for Indian companies to verify
their employees’ credentials and ensure complete safety of data. Measures
like these would also eliminate passage of sensitive information through
high-profile corporate executives skipping jobs besides restricting entry of
undeserving candidates who would not have sailed through, but for the
false information.

The screening involves verifying educational qualifications, previous
employment stints, and the existence of a criminal record. The service
providers do a thorough check of the candidates’ whereabouts, permanent
address, criminal history, work ability, performance at previous
organisations, salary verification, integrity check and the like. It is a
judicious mix of intelligent telephone calls and physical movement by the
service providers, who often need to travel as far as Andaman and Nicobar
Islands for such authentication as there is often an insistence on written
verification.

No screening can and does take place without the consent of the
individual concerned, which may otherwise amount to prying. The depth of
screening depends on the level of seniority; for instance, a CEO will have
more baggage to be scanned than a process executive. The charges too,



which could start at ‘3,000, can go up to ¥30,000 depending on the level of
investigation required.

Companies that have undergone this process claim that not only has the
quality of hire scaled up, there has been a sharp fall in attrition rate and
falsification too. Hill and Associates India, a security and risk consultancy,
vouches for how the rate of bad hires for one of its IT clients went down
from 30 per cent to 18 per cent. It does close to 1,000 checks a month as
against Quest Research whose numbers average around 10,000 every
month.

Source: Business Today, August 29, 2004, p. 26.

EVALUATION AND CONTROL

Evaluation and control is necessary as considerable costs are incurred in the
recruitment process. The costs generally incurred are:?®
1. Salaries for recruiters.
2. Management and professional time spent on preparing job description,
job specifications, advertisements, agency liaison, and so forth.
3. Cost of advertisements or other recruitment methods, that is, agency
fees.
4. Cost of producing supporting literature.
5. Recruitment overheads and administrative expenses.
6. Costs of overtime and outsourcing while the vacancies remain unfilled.
7. Cost of recruiting suitable candidates for the selection process.
Questions should always be asked as to whether the recruitment methods
used are valid and whether the recruitment process itself is effective.
Statistical informatio