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Preface

All organizations, be these business, educational or Governmental are basically social system. The
people run these. The functioning of these organizations depends on upon how people work or be
have in the organization. The human behavior is caused and highly unpredictable. People in organiza-
tions need to lead in directions that accomplish organizational goals successfully. The human
resources of an organization constitute its entire work force. Human resources management is
responsible for identifying, selecting and inducting the competent people, train them, facilitating and
motivating them to perform at the high level of efficiency and providing mechanism to ensure that
they maintain their affiliation with their organization.

Human resources management is also an art of developing people and their potentialities for their
personnel and the growth of the organization. It is the process of integrating the HR and organization
together to ensure that their individual and collective goals are closely aligned. People have always
been considered as critical factor in an organizational set up. Unlike other resources, such as
technology, finance, materials, this can be purchased, human resources are critical and it needs to be
handled with care. Often, organizations are concerned not only about the employees’ productivity but
also about the employee commitment and nurturing their capabilities for the maximum utilization and
growth.

Since, which constitute the cornerstone of the organization, HRM assumes central importance in
the organization. Any decision and/or process of an organization must be implemented by the people.
In a competitive scenario, it is the ingenuity, zeal, enthusiasm and commitment of its HR that makes
all the differences for an organization. So, the study of the HRM forms important aspects of the study
of any management discipline.

The concept and practice of employee-employer relationships have also undergone a change over
the last decade. In the globally competitive economy, efforts to boost productivity and quality are a
continuous process. To be more responsive, the businesses are increasingly adopting the new
approaches to HRM that emphasize on the redistribution of power, greater participation by the
individuals, and team work. It has been observed that, the only sustainable competitive advantage on
organization can have in today’s environment is its people. Effective management of human resources
is not an issue of survival. Therefore, the establishing practices of HRM must also be able to
understand and apply innovative techniques successfully in managing human resources. In the years
ahead, the importance of HRM will become more crucial.

The large scale production and the contribution of Industrial Revolution in the eighteenth and
nineteenth century gave rise to the practice of “Personnel Management”, which started as the
voluntary movement in the US and UK. Traditionally, the role of HR manager was to maintain the
records and administration and act as liaison executive between the employee and employer. The HR
manager should apply the concept and convert it into practice. Recognizing that the human beings are
the most important asset in the organization, the term personnel is replaced by the Human Resources
Management. The development of human resource management is very crucial for quality productivity
and growth. It is now increasingly used in development functions.



Preface Vi

More now than ever, companies today want to deliver products better, faster and cheaper. At the
same time, in high technology environment of the 21st century, nearly all organizations have found
themselves building more and more complex products. HR manager is responsible for the human
resources in your organization. Your continual mission is to seek ways of improving the return on
investment in these human assets. In this context, I think, this book is a humble attempt in this
direction.

Author
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CHAPTER

HuMAN RESOURCES MANAGEMENT:

ConNTeExT, CONCEPT AND BOUNDARIES

INTRODUCTION

Modern organizational setting is characterized by constant changing relation to environmental factors
and human resources. As regard to the environmental factors, we find changes in the operating
organizational structure, the network of the working procedures, customs on norms and the eco-
nomic, political and the social patterns in which organizations exist. Moreover, there is a constant
change in human resources, the individuals are employed daily with new creativity, ideas and
experiences, while the existing workforce is also continuously changing their ideas, attitudes and even
values. These two dimensions reveal the following trends.

Increased complexity of the organizations, employment and a clear hierarchy of owners,
managers and workers.

Increased the number of employers, self-employed and enlarged size of workforce.
Enhance the need of training in view of increased requirements of specialized skills.
Public interventions and legal complications in employee and employer relationships.

Enhanced training and development of managers and professionalisation of management edu-
cation.

Possibility of employment explosion in view of ever increasing size of workforce.

Rising the formal level of education of rank and file employees who becoming increasingly
critical of management malpractice and errors.

Rank and file employees rapidly growing demands in different employment situations.

Recognizing of close relationships between profits and earnings and ability to manage human
resources.

Indeed these trends manifest themselves in problem areas as identified by the managers in organi-
zational settings. Although the change may provide solutions to some problems, it may create several

1



2 Human Resources Management

new ones. There is an urgent need to understand these problems, anticipate them and to find solution
to them. The responsibility to find out the solutions to these problems lies with every manager who
has prepared to deal with different change effectively through educational and developmental
programs. Obviously, every manager is responsible for management of human resources of course
with the advice and help of personnel department. Management of human resources is the essence of
being manager who has to get things done through the people without whom he can be a technician
but not a manager. Thus, every manager has to develop and maintain his competency in managing
human resources, which have assumed utmost significance in modern organizations.

1.2 HUMAN FACTOR AND THEIR IMPORTANCE

The macroeconomic and management issues facing the Indian economy are the removal of the twin
evils of employment and poverty. How to remove these twin evils and more important, promote
optimum utilization of human capacities would be a major concern of not only the State but also
Indian business and management. In addition, the following major macro and micro issues pose the
serious problems to management and it is time that Indian business and management face the
challenges of these issues and make a contribution in solving these issues.

The macro and micro issues:

e Capacity utilization-machine as well as human.

e Combating the inflation and holding the price line.

e Population problem.

e Motivation, involvement and consultation.

e Meeting basic physiological and other needs.

e Reducing the absenteeism, accidents, loss and damage.

e Generating employment opportunities, almost to the level of full employment.
e Human assets accounting, profits and growth.

e Eliminating strikes and lockouts through voluntary measures.

e Job redesigning, enlargement, enrichment.

e Promoting the health, self-renewal and creativity.

e Promoting exports and economic growth.

e Conservation of resources (renewal and non-renewal.)

e Increase the productivity of finance.

e Waste and cost reduction.

e Promoting the arts and culture, religion, sports, leisure activities.
e Adoption of village and communities.

e Promoting entrepreneurship, barefoot entrepreneurs and managers.
e Eliminating discrimination of all types.

e Promoting a sense of national identity, awareness and contribution.
e Promoting industrial and national security.

e Eliminating poverty completely.

e Improving the quality of working life.

e Improving the quality of life.
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The human resources (total sum of knowledge, skills, creative abilities, talents and attitudes obtained
in the population: National point of view) have also been designed a human factors. According to
Michael J. Jucious, “human factor refers to a whole consisting of inter-related, interdependent and
interacting physiological, psychological, social, and ethical components”. It has physiological needs
(food, rest, environmental conditions, security etc.), psychological needs (autonomy, achievement,
power, acquisitiveness) social needs (affiliation, status, approval, prestige etc.) and it has an ethical
creature, it has concepts of right and working. It tends to do what it thinks right. Obviously, the human
factor is dynamic in nature as is revealed in motivation and defense mechanism. It is the on going
process involving the four sub-processes.

The human resources are assuming increasing significance in modern organizations. Obviously,
majority of the problem in organizational setting are human and social rather than physical, technical
or economic. The failure to recognize this fact causes immense loss to the nation, enterprise and the
individual. It is a truism that productivity is associated markedly with the nature of human resources
and their total environment consisting of interrelated, interdependent and interacting economic and
non-economic (political, religious, cultural, sociological and psychological) factors. Thus, the
significance of human resources can be examined from time to time.

1.3 DEFINITION OF HUMAN RESOURCES MANAGEMENT

‘Personnel Management is that part of management concerned with people at work and their
relationship within the organization. It seeks to bring together men and women who make up
an enterprise, enabling each to make his own best contribution to its success is both as an
individual and as a member of a working group”. — NIPM

“It is planning, organizing, directing and controlling of the procurement, development
compensation, integration, maintenance and separation of human resources to the end that
individual, organizational and societal objectives are accomplished”. — Edwin B. Flippo

“It is that field of management which has to do with planning, organizing and controlling the
functions of procuring, developing, maintaining and utilizing a labor force such as that the :
(a) objectives for which the company is established are effectively, (b) objectives of all levels of
personnel are served to the highest possible degree, (c) objectives of society are dully considered
and served”. — Michael J. Jucious

Human resources management can be defined as that part of management concerned with:

e All the decisions, strategies, factors, principles, operations, practices, functions, activities and
methods related to the management of people as employees in any type of organization.

e All the dimensions related to people in their employment relationships, and all the dynamics
that flow from it; and

¢ Adding value to the delivery of goods and services and to the quality of work life for employees,
hereby helping to ensure continuous organizational success in transformative environments
(www.hrsgb.org.za/HR _scope_and_definition.html).

Human Resource Management (HRM) is a process of bringing people and organizations together
so that the goals of each are met. It is part of the management process which is concerned with the
management of human resources in an organization. It tries to secure the best from people by winning
their wholehearted cooperation. In short, it may be defined as the art of procuring, developing and
maintaining competent workforce to achieve the goals of an organization in an effective and efficient
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manner. According to the Invancevich and Glueck, “HRM is concerned with the most effective use of
people to achieve organizational and individual goals. It is the way of managing people at work, so
that they give their best to the organization”.

1.4 A NEW MANDATE FOR HUMAN RESOURCES

Human resources have never been more necessary. The competitive forces that we face today and will
continue to face in the future demand organizational excellence. To achieve this excellence by
focusing on learning, quality, teamwork, and reengineering are driven by the way organizations get
things done and how employees are treated. To achieve this excellence we look at the work of Human
resources. By designing an entirely new role and agenda that results in enriching the organization’s
value to customers, investors and employees, HR can help deliver organizational excellence by
helping line managers and seniors move planning from the conference room to the market place, by
becoming an expert in the way work is organized and executed, they should be a representative for the
employees and finally by helping the organization improve their capacity for change. The responsi-
bility for transforming the role of HR belongs to the CEO and to every line manager. HR will help
organizations meet competitive challenges such as globalization, profitability through growth, tech-
nology, intellectual capital, and the greatest competitive challenge companies face, adjusting to
nonstop change. HR’s new role would be able to quickly turn strategy into action; to manage
processes intelligently and efficiently; to maximize employee contribution and commitment; and to
create the conditions for seamless change. HR should also become a partner in strategy executions by
impelling and guiding serious discussions of how the company should be organized to carry out its
strategy. Creating the conditions for this discussion involves four steps. First HR would define an
organizational architecture by identifying the company’s way of doing business. Next HR must be
accountable for conducting an organizational audit. The third role for HR as a strategic partner is to
identify methods for renovating the parts of the organizational architecture that need it. Fourth and
finally, HR must take stock of its own work and set clear priorities. In their new role as administrative
experts they will need to shed their traditional image and still make sure all routine work for the
company is done well. HR must be held accountable for ensuring that employees feel committed to
the organization and contribute fully. They must take responsibility for orienting and training line
management about the importance of high employee morale and how to achieve it. The new HR
should be the voice of employees in management discussions. The new role for HR might also involve
suggesting that more teams be used on some projects or that employees be given more control over
their own work schedules.

The new HR must become a change agent, which is building the organization’s capacity to embrace
and capitalize on change. They don’t execute change but they make sure it is carried out. The new
mandate for HR requires dramatic change in how HR professionals think and behave. Investing in
new HR practices is another way to let the organization know that HR is worthy of the company’s
money and attention. Finally, the most important thing managers can do to drive the new mandate for
HR is to improve the quality of the HR staff itself. Senior executives must get beyond the stereotypes
of HR professionals as incompetent support staff and unleash HR’s full potential.

The new role for HR is evident at the company I work for. They are present at any team or
company meeting to make sure any issues the employees have are taken care of. They are the voice of
the employees. They are responsible for training the line managers in keeping up the morale of the
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employees. They take care of any changes that need to be made and we have changes every 6 months.
Whether in scheduling or seating arrangements, they are there to help. Often the HR department
where I work is very involved in aspects of everyday operations, that, traditionally, Human resources
never involved themselves in. Specifically, HR and upper management hold training seminars on a
regular basis for the middle management team. They discuss ways to improve employee attitudes and
performance. They are very active in our daily operations and employees know that while HR is a tool
of the company, they do serve the employees as well. We also hold sensing sessions, which gives the
employees an opportunity to address concerns about the company and about personnel issues. Human
resource management would also be to guide staff with their career path and researching certain
courses and learning institutes best suited to their work to develop all the necessary skills to achieve
high results in the workplace. Encouragement is a big factor in job training and career courses to
stimulate staff in their current role or to further their career options within the company. With today’s
workforce becoming increasingly diverse and organizations doing more to maximize the benefits of
the differences in employees. Human resource managers are evolving from the “old school” sideline
player to the front-line fighters. Personally, every time I have had questions about my future in the
company, HR was there to provide answers and guidance to me so that I better understood my full
potential. I now understand, the amount of work the HR department has. It’s not just the payroll.

1.5 CHANGING ROLE OF THE HUMAN RESOURCE MANAGEMENT

The times have changed and the role of human resources within the organization needs to change. We
can no longer be keepers of the records; we must become keepers of the flame. It is human resources’
responsibility to lead the organization in tapping the one remaining resource it has people. In today’s
global economy, everyone can have the latest computers and software. They can have identical
products. What they cannot have are the same people. Each organization is made up of a unique group
of people. It becomes the responsibility of human resources to mesh the people with varying
backgrounds with its vision and goals to create a merger that will accomplish the objectives of both
the organization and the individual. Management needs to realize that in the future, raw materials,
finished products and money will not be the keys to organizational success. People will be that key.
Future success will depend on how we use the things that do not appear on a balance sheet or a Profit
and Loss Statement, the intellectual capital of the organization, the knowledge its people possess. A
recent study of U.S. businesses showed that the best way to improve goods and services and become
more competitive.

There has been considerable research on the issues of board-level representation by personnel/HR
directors and senior HR managers’ involvement in strategic decision-making. Since the early 1990s
there has been a growing interest in international HRM, reflecting the growing recognition that the
effective management of human resources internationally is a major determinant of success or failure
in international business. There is also evidence that HR constraints often limit the effective imple-
mentation of international business strategies. More recently, it has been argued that the more rapid
pace of internationalization and globalization leads to a more strategic role for HRM as well as
changes in the content of HRM. Yet, while there have been some attempts to integrate international
corporate strategy and human resource strategy, surprisingly, the role of the corporate human
resources function has been neglected, particularly in the context of the international firm. This seeks
to redress the balance. The question addressed is, what is the role of the corporate HR function in the
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international firm? We found an emerging agenda for corporate HR in international firms which
focuses on senior management development, succession planning and developing a cadre of interna-
tional managers. We conceptualize this as a strategic concern with developing the core management
competences of the organization, and argue that it can be usefully analyzed from the perspective of
the learning organization.

“The point is the difference in attention to each persons can maximize his or her potential, so that
organizations can maximize their effectiveness and so that the society as a whole can make the wisest
use of its human resources” (Cascio). The challenges of HR managers today is to recognize talent and
nurture the same carefully and achieve significant productivity gains over period of time. The
organization is nothing but people. Technological advances globalize competition, demographic
changes, the information revolution and trends towards service society have changed the rules of the
game significantly. “In this scenario, organizations with similar set of resources gain competitive
advantage only through effective and efficient management of human resources” (Dessler). The role
of HR manager is shifting from a protector and screener to the planner and change agent. In present
day competitive world, highly trained and committed employees are often a firm’s best bet. HR
managers plays an important role in planning and implementing down sizing, restructuring and other
cost-cutting activities. They make the organization into more responsive to innovations and techno-
logical changes. Employees are the assets of corporate success. HR professionals can help the
organization in selecting and train the employees for any emerging situations and promote commit-
ments of all employees at various levels. In this case the employees can work willingly and enthusias-
tically and thus a competitive advantage to the organization. Now, employees are seen as the sources
of competitive advantages.

A companies human resources represents one of the most potent and valuable resources. Conse-
quently, the extent to which a workforce is managed effectively is a critical element in improving and
sustaining organizational performance. Managing people is one of the most difficult aspects of
organizational management; it means dealing with people who differ physically and psychologically.
Human Resources Management emerged as a practiced personnel function, promising flexibility, and
responsiveness and marked increased in the value of the employee. The organizational context in
which the human resources management finds itself currently is one of the rapid change and
considerable uncertainty. Human resources management is also in the process of change with regard
to the nature of the role performed. In the past, human resources management professionals per-
formed many functions themselves. The role they are taking on now is one of consultant to line
managers, where line managers perform many functions traditionally handled by human resources
management professionals. Similarly, the trend is for business to shed all functions not directly
related to core business.

The changes surrounding us are not mere trends but the working of large, unruly forces,
globalization, which has opened enormous new markets and a necessary corollary, enormous numbers
of new competitors; the spread of information technology and the growth of networks; the disman-
tling of the corporate hierarchy and the politically charged down sizing and job disruption that
accompany it.

The new economy is moving away from being asset-intensive towards becoming more knowledge-
intensive. The focus is thus moving from providing product to providing services. As most organiza-
tions have access to the Internet and the latest technology, the people within the organization provide
the competitive advantage, not the product or the technology. In the new economy, people are an
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organizations greatest asset. It is the role of human resource management and the human resource
professional to nurture this asset. The new sources of sustainable competitive advantage in the new
economy have the people at the center-creativity and talent, their aspirations and hopes, their dreams
and excitement. The companies that flourish in this decade will do so because they are able to provide
meaning and purpose, a context and frame that encourage individual potential to flourish and grow.
Thus human resources management has an important and essential role to play in organizations in the
new economy. To fulfill this role, organizations will needs to evaluate their existing human resources
functions and adapt them to suit the needs of the new economy and individuals working in organiza-
tions in the new economy.

1.6 MANAGING HUMAN RESOURCES IN THE EMERGING SCENARIO

“People are our greatest asset” is a mantra that companies have been chanting for years. But only a
few companies have started putting Human Resources Management (HRM) systems in place that
support this philosophy. There are a number of challenges in the Indian IT industry which require the
serious attention of HR managers to ‘find the right candidate’ and build a ‘conducive work environ-
ment” which will be beneficial for the employees, as well as the organization. The IT industry is
already under stress on account of persistent problems such as attrition, confidentiality, and loyalty.
Other problems are managing people, motivation to adopt new technology changes, recruitment and
training, performance management, development, and compensation management. With these chal-
lenges, it is timely for organizations to rethink the ways they manage their people. Managing HR in
the knowledge based industry is a significant challenge for HR managers as it involves a multi-task
responsibility. In the present scenario, HR managers perform a variety of responsibilities. Earlier
their role was confined to administrative functions like managing manpower requirements and
maintaining rolls for the organisation. Now it is more strategic as per the demands of the industry.

Managing People

In view of the industry dynamics, in the current times, there is a greater demand for knowledge
workers. Resumes abound, yet companies still fervently search for the people who can make a
difference to the business. Often talented professionals enjoy high bargaining power due to their
knowledge and skills in hand. The attitude is different for those who are taking up responsibilities at
a lesser age and experience. These factors have resulted in the clear shift in approach to individualised
career management from organisation career commitment.

Motivating the Workforce

As the competition is growing rapidly in the global IT market, a technological edge supported by a
talent pool has become a crucial factor for survival in the market. Naturally, as a result every
organisation gives top priority to technology advancement programs. HR managers are now perform-
ing the role of motivators for their knowledge workers to adopt new changes.

Competency Development

Human capital is the real asset for any organisation, and this makes the HR role important in recruiting,
managing, and retaining the best. The HR department has a clear role in this process and determines the



8 Human Resources Management

success tempo of any organisation. An urgent priority for most of the organisations is to have an
innovative and competent HR pool; sound in HR management practices with strong business knowledge.

Recruitment and Training

Recruitment has become a major function from an imperative sub-system in HR, particularly in the
IT industry. HR managers play a vital role in creating assets for the organisation in the form of quality
manpower. Attracting new talent also is a top priority for software companies, but less so for smaller
companies. Another challenge for HR managers is to put systems in place to make the people a perfect
fit for the job. Skill redundancy is fast in the IT industry. To overcome this problem, organisations
give the utmost priority to training and skill enhancement programs on a continuous basis. Many IT
companies are providing technical training to the employees on a quarterly basis. These trainings are
quite useful also in terms of providing security to the employees.

The Trust Factor

Low levels of trust inhibit tacit knowledge sharing in the knowledge based industry. It is essential that
the IT industry takes more initiatives to improve the security levels of the employees.

Work Life Balance Factor

Another dimension to the challenges faced by IT Industry is the growing pace of talent acquisition.
This aspect creates with it the challenge of a smoother assimilation and the cultural binding of the new
comers into the organization fold. The pressure of delivering the best of quality services in a reduced
time frame calls for ensuring that employees maintain a work life balance.

Attrition/Retention of the Talent Pool

One of the toughest challenges for the HR managers in the IT industry is to deal with the prevalent
high attrition levels. Though there is an adequate supply of qualified staff at entry level, there are
huge gaps in the middle and senior level management in the industry. Further, the salary growth plan
for each employee is not well defined. This situation has resulted in increased levels of poaching and
attrition between organisations. The industry average attrition rate is 30-35 per cent and could range
up to 60 per cent.

Bridging the Demand Supply Gap

HR managers have to bridge the gap between the demand and supply of professionals. They have to
maintain consistency in performance and have to keep the motivation levels of employees high,
despite the monotonous nature of work. The same also leads to recurring training costs. Inconsistent
performance directly affects revenues. Dwindling motivation levels lead to a loss of interest in the job
and a higher number of errors.

In India, about the current challenges in the industry and the retention initiatives in their compa-
nies. More executives were surveyed expressed that the major challenges for the HR managers are
recruiting the right people and retaining them for longer times. The next most important HR concerns
listed were meeting the demand, supply requirements in the industry, expectations management of the
resources and other stakeholders, efficiency in processes and HR policies. When asked to rank the best



Human Resources Management: Context, Concept and Boundaries 9

motivating factors, the most frequently expressed priority was the nature of the job and job satisfac-
tion. The next most important aspects were salary and monetary benefits, good peer group, positive,
motivating and interactive environment and company processes. More interestingly, working for the
right boss and company was very appealing to the authors.

The motivating factors and retention initiatives taken by different companies were very thought
provoking. The most frequently mentioned initiatives were those related to salary and monetary
benefits. Good salaries, increments, performance based pay, and ESOPs are some of the aspects
mentioned. Transparency in the system was another major point mentioned by the employees. The
requirement for recognizing loyalty to the company and hard work was highlighted. Flexible work
culture and freedom to shift to a more interesting work area were some of the other aspects. The Vice
President of an MNC mentioned ‘expectations matching using the Key Responsibility Areas (KRAs)’
was one of the major retention initiatives in his company.

When asked for the major reasons for attrition in the industry, the response was diverse. Indeed,
there were a breadth of responses with more emphasis on the monetary aspects, nature of job and
administrative policies. Those surveyed felt that the high demand in the industry is augmenting job
hopping. Also, the wide difference in the salaries offered by the companies is another reason for staff
mobility. Some of the other reasons mentioned were lack of expectations management, counseling
and mentoring, lack of professionalism in immediate supervisor as well as head of the relevant
department or group, and lack of differentiation between performers and non-performers. One of the
senior managers in HR opined that the current supply of ready to use manpower is lower than the
demand, and the lead time in getting productive people is a major limitation in recruitment, which in
turn leads to more attrition. Another reason mentioned was bad HR/organizational values and lack of
ethics.

The Indian industries are facing considerable challenges. In order to maintain India’s competitive
advantage of technically skilled knowledge workers with the right mix of technical, business and
functional skills, the workforce needs to increase by at least 10 fold to 2.2 million knowledge workers
by 2008 (Nasscom 2003a). To cope with such complexities, HRM strategy must have at its centre a
focus on peoples needs and requirements. The IT industry, like any other service industry, is people
driven. At present, the emphasis should be more on improving the personalities and processes and
help each individual come out as a winner. HR managers have to continuously evolve career paths,
motivate their employees and create a culture of oneness, which will also act as retention tools. Since
the recurring recruitment costs are detrimental, it is requisite that great emphasis is to be levied on
starting specialised training institutes to guide employees to identify the right people at the right time
who can keep pace with the unique work patterns in this industry. The managers should take more
initiatives to improve employee retention by taking suitable initiatives. However, it is also to be
understood that staff turnover is as unpredictable as technological uncertainty. However, with suitable
HR strategies the measures of the attrition percentage could be kept low giving addition organiza-
tional benefit and in turn, to the outsourcing advantage.

The 21st century would see the following inter-related phenomena emerging, posing challenges to
the corporate world and culminating in Olympian competition.
e Borderless world
e Diversity
e Knowledge power.
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The cross-cultural, cross-border mingling has resulted in the creation of a new class of people,
global citizens with global attitudes, taste and networks. Since it unleashes multiple variables, the
borderless world precludes immense complexity, complexity in the environment, in inter-organiza-
tional relationships, in the modes of conducting business and in socio-cultural diversity. One of the
most important duties of the modern HR manager is to get things done through people. He has to
bring employees into contact with the organization in such a way that the objectives of both groups
are achieved. He must be interested in people, the work and the achievement of assigned objectives.
To be effective, he must balance his concern for people and work. In other words he must know how
to utilize human as well as non-human resources while translating goals into action.

1.7 EVOLUTION OF MANAGEMENT OF HUMAN RESOURCES: AN INDIAN
PERSPECTIVE

Kautilya’s Period: Kautilya provides a systematic treatment of management of human resources as
early as in the 4th Century B.C. in his treatise titled ‘Arthashastra’.

e There prevailed logical procedures and principles in respect of labour organizations such as
‘Shreni’ or Guild system and the cooperative sector.

e The wages were paid strictly in terms of quantity and quality of work turned out, and punish-
ments were imposed for unnecessary delaying the work or spoiling it.

e Kautilya provides an excellent discussion on staffing and personnel management embracing job
descriptions, qualifications for job, selection procedure, and executive development, incentive
systems (Carrot and Stick approach).

Varnasharm: There are several indications regarding the operations of principles of the divisions of
labour. The concept of Varnashram or caste system was originally based on these principles:

e The individuals, who used to earn their livelihood by engaging themselves in activities such as
teaching, sacrifice or state management, were designed as Brahmins.

e Individuals engaged in the areas of trade, business and agriculture were called ‘Vaishyas’ and
those devoting themselves to manual work were known as ‘Shudras’. Later on, these profes-
sions emerged to be heredity which facilitated the transfer of skills and training from one
generation to another.

The Medieval: (As regard to Indian Economy in Medieval India):

Although there were a lull because of numerous foreign aggressions for around 700 years, during
the Mughal Rule, the Indian trade and commerce were reviewed.

e Several ‘Karkhanas’ were established at Agra, Delhi, Lahore, Ahmedabad and various other
places.

e A majority of the artisans and the craftsmen had extremely poor conditions of existences and
lived on starvation level.

e The productivity of workers was very low, low wages, climatic conditions and poor physique
were the major factors responsible for it.

British Period: There prevailed laissez-faire policy towards business.

e As it is evidenced in the report of the Indigo Commission, the working conditions were
appalling, living conditions were subhuman, and several abuses prevailed in Indigo plantations.
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Again, as regards tea plantation, several cases of inhuman cruelties caused to the workers are
encountered.

e Even the Plantation Act of 1863 makes provisions that if the workers failed to complete their
period of contract, they should be imprisoned for a period not exceeding three months.

e The labourers who attempted to run away were subjected to imprisonment whipping and allied
extreme punishments.

e Accordingly, the workers were entirely helpless in the face of organized and powerful Euro-
pean Planters.

The above conditions prevailed till the enactment of the Factory Act of 1881. According to the
Act; the workers employed in the factories were allowed a weekly off day, and provisions were also
made for inspection as well as limiting the hours of work for women workers to 11 per day. The Act
further provided that the minimum age of children for employment should be seven years and that the
maximum working hours for them should not exceed seven hours a day and that too in the day shift.
In 1890, the first labour organization designated as ‘Bombay Mill Hands Association” was estab-
lished. Subsequently, in 1905, the Printers Union at Calcutta and in 1907, the Postal Union at
Bombay were established. The Madras Labour Union was organized thereafter in 1918. In 1920, the
indentured labour system involving migration of Indian labour to other countries on contract basis,
was abolished as a result of a strong national movement. In the same year, the Central Labour Board
was established to federate the different unions in the Bombay city and the All India Trade Union
Congress was organized.

In 1923, for the first time in the organized sector, Tata Steel appointed K.A. Naoroji as a labour or
welfare officer to look after labour issues in the various departments of the steel work. The formal
implementation of the Indian Trade Union Act, 1926 forms a landmark in the history of industrial
relations in this country. The Royal Commission on Labour (1929-1931) recommended the appoint-
ment of labour officers or liaison officers to deal with recruitment as measures to prevent corrupt
practices in Indian industry. They were considered a recruitment officers directly reporting to general
manager. As the commission observed, ‘No employee should be engaged except by the labour officer
personally in consultation with the departmental head, and none should be dismissed without his
consent except by the manager after hearing what the labour officer had to say’ accordingly, the
Bombay Mill Owners Association and the Indian Jute Mills Association appointed labour officers in
1935 and 1938, respectively. During World War II, the need for mobilizing labour support was felt
and thus, several welfare officers were appointed to deal with working conditions, canteen, ration
shops, recreations, medical facilities, worker’s housing and allied fringe benefits.

Post-Independence Period: With the emergence of compulsory adjudication under the Industrial
Disputes Act, 1947, the welfare officers were made responsible for handling the disputes and
adjudication pertaining to the conditions of services including wages, leaves, retirement benefits and
bonus. Thus, they became industrial relations officers and started performing industrial relations
functions such as collective bargaining, conciliation, and adjudication.

Employment Exchange (Compulsory notification of vacancies) Act, 1959 and the Apprentices
Act, 1961 were passed to regulate recruitment and training of workers, respectively.

In the view of growing labour legislation commencing with the right to hire and ending with right
to fire, the employees tended to employ welfare or labour officers with a legal background.

21st session of standing Labour conference held in Dec.1963 recommended that the functions of
welfare officer and personnel officers should be precisely demarcated and that the former should not
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be responsible for dealing with disciplinary cases against workers or appears in court on behalf of the
management against the workers in labour dispute cases.

Personnel Management during 1970s: In the early seventies, as Punekar observes, the personnel
field covered under three major areas of professional disciplines: (1) Labour welfare, (2) Industrial
relations, and (3) Personnel administration. These three areas revealed the chronological order of the
development of the personnel field. Immediately after industrialization, labour welfare, mainly social
reformist in nature, came into the picture. The inevitable emergence of trade unions resistance
organizations to employers opened the field of industrial (or Union-Management) relations. Lastly,
with the development of scientific management of industry, personnel administration took root. The
three areas of labour welfare, industrial relations and personnel administration were being looked
after the three professional functionaries: (1) Welfare officer, (2) Labour officer, and (3) Personnel
officer. However, in the early 80s, the area of labour officer largely merged with personnel adminis-
tration and refers to as personnel management.

Personnel Management during 1980s: In 1980s HRM was regarded as a specialized profession such
as that of other professional functions. In addition to industrial relations functions (although some-
times the industrial relations formed a separate branch), the personnel branch was responsible for
varied functions i.e., employment, safety training, wages and salary administration and research and
development. Indeed, the activities involved in the personnel department were akin to those per-
formed in this department in other western countries. Specially, where the personnel, industrial
relations and welfare functions were combined in one department, three categories of activities
relating to these functions were obtained. The personnel department involves in technical and allied
services. Thus, industrial relation activities including contract negotiations, grievance handling,
preparation and presentation of arbitration cases and research in labour problems; for educational
activities including employee training, supervisory training, organizational planning and manage-
ment development, communication programs etc.; for wage and salary administration, including
preparation of job descriptions, job evaluations, incentive and profits sharing systems and executive
compensation; for employment activities, such as recruiting, psychological testing, medical examina-
tion, interviewing, and employee record keeping; and technical services: health and welfare measures.
The personnel manager’s role is to advice. Usually, advise the line and top management in respect of
legal matters regarding the termination of services and transfer, human relations problems confront-
ing the line managers and technical procedures in areas, such as wages and salary administration. In
some instances, the personnel manager was required to advise management regarding the improve-
ment of human climate in the organization.

Human Resource Management during 1990s: During 1990s a new human resources management
has emerged, especially as a result of the globalization and liberalization. The economy and the policy
of India is fast changing in the wake of liberalization policies mooted in year 1990. Consequently the
form and content of capitalist relations between the various factors of production are undergoing a
change. What has emerged a new era of HR Management? As a result of liberalization and
globalization the human resources management and industrial relations have acquired strategic im-
portance. The success of the new policies mostly depends on to a large extent, on the introduction of
new industrial relations and human resources policies at the national and the organizational levels.
The pressure of change is already visible in the economy and witnessed in the industrial relations and
HRM areas. The world economic order is also changing rapidly. Evolutionary changes are taking
place at revolutionary pace, largely influenced by the external forces, arising out of a desire to



Human Resources Management: Context, Concept and Boundaries 13

increase competitiveness and efficiency. Centrally planned economics are opening up to have their
tryst with counterpart of free market economy. Structural adjustments and reforms are holding sway
establishing primary of economic imperatives over dogmatic political compulsions. Organization
today working in a commercially competitive global economic environment are struggling for their
own survival and growth. The liberalizations and bold economic reforms by Government have
thrown out many challenges and opportunities to the Indian industry. With explosion of the Informa-
tion and communication technology, increased global competition, fast changing market conditions,
the deregulations etc. organizations have to redesign their strategies and outlook to HRM.

Managing human resources to achieve better knowledge-related outcomes means ‘“retaining per-
sonnel, building their expertise into the organizational routines through learning processes, and
establishing mechanisms for the distribution of benefits arising from the utilization of this expertise”
(Kamoche and Mueller, 1998, p. 1036). To identify which HRM practices could be employed to help
organizations to achieve knowledge-related outcomes, a brief review of representative case-based and
existing empirical studies undertaken by scholars from different research fields (international HRM,
innovation, strategy, international business, etc.) on the link between HRM practices and various
knowledge-related outcomes is necessary. The purpose is to determine what HRM practices organiza-
tions could employ to enhance knowledge-related outcomes, otherwise known as knowledge-driven
HRM practices.

1. Human resource planning, which includes creating venture teams with a balanced skill-mix,
recruiting the right people, and voluntary team assignment. This strategy analyzes and deter-
mines personnel needs in order to create effective innovation teams.

2. Performance appraisal, which includes encouraging risk taking, demanding innovation, gener-
ating or adopting new tasks, peer evaluation, frequent evaluations, and auditing innovation
processes. This strategy appraises individual and team performance so that there is a link
between individual innovativeness and company profitability. Which tasks should be appraised
and who should assess employees’ performance are also taken into account.

3. Reward systems, which include freedom to do research, freedom to fail, freedom to form
teams, freedom to run businesses, balancing pay and pride, noticeable pay raises, dual career
tracks, promoting from within, recognition rewards, and balancing team and individual re-
wards. This strategy uses rewards to motivate personnel to achieve an organization’s goals of
productivity, innovation and profitability.

4. Career management, which includes empowering people, leading by example, and continued
education. This strategy matches employees’ long-term career goals with organizational goals
through continuing education and training. Recently, international business researchers have
identified the role of HRM practices in the organizational learning as one subject of inquiry to
investigate the link between new HRM practices and innovation performance, arguing that
HRM practices are “most conducive to innovation performance when adopted, not in isolation,
but as a system of mutually reinforcing practices”. Applying principal component analysis,
they identify two HRM systems that influence innovation performance. The first consists of
HRM practices, which is knowledge transfer affect employees’ ability to innovate. They are
interdisciplinary workgroups, quality circles, systems for the collection of employee proposals,
planned job rotation, delegation of responsibility, integration of functions, and performance-
related pay. The second system is dominated by internal and external training. The overall
conclusion is that “while the adoption of individual HRM practices may be expected to
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influence innovation performance positively, the adoption of a package of complementary
HRM practices could be expected to affect innovation performance much more strongly”
(Laursen and Foss, 2003, p. 257). From the reviewed articles we learned that there are certain
knowledge-driven HRM practices, the extensive use of which enhances knowledge-related
outcomes. We also learned that the existing empirical work on the relations between HRM
practices and knowledge-related outcomes has exclusively focused on the individual HRM
practices and their isolated effect. That could become a serious limitation since HRM is defined
as “a set of distinct but interrelated activities, functions, and processes that are directed at
attracting, developing and maintaining (or disposing of) a firm’s human resources”. While
HRM stands for competence, commitment and culture building in the organization. While in
the past the HR practices of a number of Indian companies might not have proved to be
excellent, the future certainly holds much more promise for effective HR function. As tradi-
tional sources of competitive advantage for companies have become less potent today, a
strategic approach to HR becomes critical for creating and sustaining HR based competitive
advantage. Today, employees are recognized as the key to building a world class organization.
Thus, progressive Indian companies have started linking the human resources policies and
practices with organizations overall business goals.

CASE STUDY-I

M/s Forex Pharmaceuticals is a reputed company in the country, known for its proactive HR policies
and practices. The vision and the mission statements of the company also categorically enunciate the
corporate social responsibility of undertaking environment-friendly manufacturing activities. Some
of the innovative HR practices of the company are :

e Change management for preparing the company in the GATT scenario.

e Culture building exercise that support self initiation, openers, honesty and integrity, team
work, etc.

e Career planning for good performs.

e Challenging and learning assignments for grooming future leaders.

e Sharing of knowledge management infrastructure, such as Intranet, which nurture and support
shared learning.

The CMD of the company received a show cause notice from the Pollution Control Board on
account of pollution created by one of the manufacturing units. The notice was well publicized in the
print as well as electronic media and the company’s image of being socially responsible was tainted.
The PR managers carried out extensive campaigns clarifying the company’s concern for the environ-
ment. The employees of the company were perplexed with the external information and started
doubting the company’s holy vision and mission statements and also the credibility of the top
management. The Head, HR, met with the PR Manager and decided the course of action. He also held
personal meetings of the CMD and top executives with the employees in the corporate office as well
as the manufacturing locations, apart from interviews to the media. The Head, HR, in consultation
with the PR Manager, created Employee Awareness Groups (EAGs), which were empowered to
inspect the pollution control mechanism being implemented by the company. The members of EAG
were counseled to tour the neighbouring villagers to create awareness among them about the respon-
sive actions taken by the company.
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QUESTIONS

Do you think that the company believes in practicing what it preaches?
Is the HR department proactive and does it display leadership capabilities in the crisis situation?
Do you suggest any additional steps by the HR department to address the challenges?

N

What steps should the HR department adopt to reinforce ‘the value-based management’?

CASE STUDY-2

Managing the turnover of key employees with non-compete agreements: HRM practices

Companies in high-technology and creative industries (such as publishing and advertising) often
worry about the turnover of high-potential employees. High-potential employees (sometimes called
key employees) are people who have rare and special talents and who provide valuable contributions
that can directly affect the firm’s performance. Some well-known examples of high-potential people
are film director Steven Spielberg (whose films are more profitable than those of any other director)
and baseball stars Mark McGuire of the St. Louis Cardinals and Sammy Sosa of the Chicago Cubs,
both of whom set records for home runs in baseball. Because most organizations have only a few high-
potential employees, retaining these employees has important strategic implications for the business.

To protect themselves against the loss of high-potential employees and the intellectual property
(such as trade secrets) that they may take with them, some companies are requiring all employees to
sign non-compete agreements that restrict their freedom to work for a competitor after quitting the
organization. For example, Career Track, a Colorado company that provides professional training
seminars on business-related topics, took a former star trainer and workshop developer to court to
enforce a non-compete agreement after this high-potential employee quit to work for competitor in
California. The company wanted to avoid losing business to a competitor; it also wanted to let other
high-potential employees know that the company is prepared to defend its rights if someone decides
to challenge the non-compete agreement.

QUESTIONS

1. Do you think non-compete agreements are ethical? Should a company require all employees to
sign them ore only high-potential employees? What problems could arise from the use of non-
compete agreements?

2. Are there other HRM practices that could be substituted for non-compete agreements that
would be likely to improve the retention of high-potential employees? Which ones would you
recommend?

CASE STUDY-3

ROLE OF PERSONNEL MANAGER

In a company called Agro-Product Ltd., the following incident took place in the personnel depart-
ment. There was a supervisor who had risen to his position by way of his hard work and sincerity. In
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his good old days, when he worked as a clerk in this company for fifteen years, before becoming a
supervisor, he had been a staunch active and dynamic unionist.

After becoming a supervisor, in response to change in his responsibility, he was forced to drift
away from union activities. However, it must be noted here, that his being promoted to a supervisory
job was not a buy off. He was promoted because he really deserved that. But the union leaders, for
reasons best known to them didn’t like the clerk’s promotion to the supervisory post.

Although with excellent inter-personal skills that the supervisor had, he could somehow manage to do
his work satisfactorily. On one fine morning, he assigned some work to the peon of the department, but
the peon refused to do the same. There was exchange of heated arguments, a lot of people gathered
around and at a certain point of time, the supervisor offensively gesticulated towards the peon.

The basic issue remained aside and every one around started accusing the supervisor for apologized
for this behaviour and the trade union was also brought into the picture.

QUESTIONS

1. Analyze the situation.
2. Discuss the role, the personnel manager is supposed to play in this situation.
If you were the personnel manager, how could you resolve the problem?
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CHAPTER

THE CONCEPT, SCOPE AND FUNCTION OF
HuMAN RESOURCE OF MANAGEMENT

2.1 INTRODUCTION

Organizations are not mere bricks, mortars, machineries or inventories. It is the people who staff and
manage the organization. The objectives of an organization can be achieved on their own despite the
best possible accumulation of technological, financial, human efforts working as a highly motivated
team to achieve the short-term and long-term objectives of an organization.

Human resources are human wealth or means that can be drawn on. Human wealth or human
capital of an organization can be treated as its human resources. There has been a greater appreciation
of the fact that the more an organization invests in its human resources, the greater the return from the
investment is likely to be.

In the contemporary business world any system which does not add real quantifiable value to the
functions of business organization has no right to exist within the organization. The same also applies
to the human resources function. This functional department of the business organization should try
to make real value addition to overall functioning of the organization.

The globalizations, profitability through growth technology, intellectual capital, and continues
change bring in significant changes in the role and requirements of HR. In a globalize market where
there is increased competition to gain larger market share, every organization needs to adapt quickly
to the international culture, a learning organization is the need of the hour.

To function effectively the organization needs to have employees who are highly skilled in their
particular area, the knowledge workers. The intellectual capital, the knowledge, is the sole determiner
of competitive advantage.

2.2 CONCEPT AND CHALLENGES OF HRM

According to Gunnigle et.al., people are the life blood of organizations. A company’s workforce
represents one of its most potent and valuable resources. Consequently, the extent to which a workforce
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is managed effectively is a critical element in improving and sustaining organizational performance.
Managing people is one of the most difficult aspects of organizational management: it means dealing
with people who differ physically and psychologically. The essence of personnel management is that
aspect of organizational management concerned with the management of an organization’s workforce.

The term ‘human resource management’ has been commonly used for about the last ten to fifteen
years. Prior to that, the field was generally known as ‘personnel administration’. The name change is
not merely comestic. Personnel administration, which emerged as a clearly defined field by the 1920s
(at least in the US), was largely concerned the technical aspects of hiring, evaluating, training, and
compensating employees and was very much of ‘staff’ function in most organizations. The field did
not normally focus on the relationship of disparate employment practices on overall organizational
performance or on the systematic relationships among such practices. The field also lacked a unifying
paradigm. HRM developed in response to the substantial increase in competitive pressures. American
business organizations began experiencing by the late 1970s as a result of such factors as globalization,
deregulation, and rapid technological change. These pressures gave rise to an enhanced concern on the
part of firms to engage in strategic planning—a process of anticipating future changes in the environ-
ment conditions (the nature as well as level of the market) and aligning the various components of the
organization in such a way as to promote organizational effectiveness. Although the technical aspects
of traditional personnel administration are still an integral component of HRM, strategy formulation
and implementation has become its dominant and integrating paradigm. Human Resource (HR)
managers are concerned with designing overall employment systems that are internal complementary
and ultimately contribute to the firm’s attainment of its principal goals. The function is also seen to be
much closer to the strategic apex of the firm than personnel administration. The Strategic Human
Resource Management (SHRM) literature envisions HR managers as utilizing, in effect, a kind of
toolkit of HRM methods that can be crafted into an overall organizational HR system.

HRM is a strategic approach to the acquisition, motivation and development and the management
of human resources. It is a specialized field that attempt to developing organizational corporate
culture, implements the programs which reflect values of the organization and ensure its success.
HRM is proactive rather than reactive i.e., looking forward what to what needs to be done and then
doing it, rather than waiting to be told what to do about recruiting, paying and training people, or
dealing with employee relations problems as they arise. The techniques for the application of HRM
will include many familiar functions of personnel managers, such as man-power planning, selection,
performance appraisal, salary administration, training and management development and to improve
communication systems, involvement, commitment and productivity. Broadly, there are three mean-
ing attached to the concept of HRM. In the first place, persons working in an organization are
regarded as a valuable source, implying that there is a need to invest time and effort in their
development. Secondly, human resources have their special characteristics cannot be treated like
other resources. And thirdly, human resources do not really focus on employees as individual, but
also on other social realities, units and processes in the organizations.

In its essence, HRM is the qualitative improvement of human beings who considered as valuable
assets of an organization—the source, resources and the end user of all products and services. HRM is
clearly an out growth of older process and approach but it is much more than the parent disciplines i.e.,
personnel management and behavioral sciences. It is also deep rooted than training and development and
approach is multi-disciplinary. It is the scientific process of continuously enabling the employees to
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improve their competencies. The competencies of human resources play a major role in shaping the
present and future expected roles so that the goals of the organization are achieved and the same time the
needs of the employees are also met. Some basic assumptions about human resources are also different

from
[ ]
[ ]

the traditional approach:

The members of an organization are reservoirs of untapped resources.

There is scope for unlimited development of these resources.

It is more in the nature of self-development that development thrust from outside.

The organization also undergoes development with overall benefits along with the development
of its members.

The organization further develops as a culture in which utmost emphasis is placed on harmonious
relationships between superior-subordinate, team-work, collaboration of individuals, open com-
munication, integration of overall goals of the organization.

Top management takes the initiative for HRM, in the forms of plans, strategies and creates the
overall climate and support mechanism for its implementation.

Traditional Personnel Functions (TPF) and Human Resources Development (HRD)

Traditional personnel functions (TPF) Human resources development (HRD)
1. TPF is an independent functions. 1. HRD is a sub-system of a larger system
(organization).
2. There are several sub-functions under TPF. 2. HRD is an organic whole; all the parts are
interlinked.
3. The main task of TPF is to respond effectively | 3. The main task of HRD is to develop enabling
to the demands. capabilities.
4. TPF has the main responsibilities for their 4. All managers irrespective of functions share the
personnel matter. responsibilities of human resources functions.
5. The main responsibilities of TPF relate to 5. The responsibilities of HRS relate to HRS, people,
salary and job administration, and manage- system and the process of the total organization.
ment of people and their development.
6. The major attention of TPF is on personnel 6. The major attention of HRS is on developing
administration or management. people and their competencies.
7. Personnel system and procedures should be 7. HR systems and procedures should be designed
designed to achieve maximum efficiency. on the basis of process values to reduce human
wastage.
8. People in an organization are motivated 8. People are primarily motivated by challenges and
mainly by salary and rewards. opportunities for development and creativity.

According to Gunnigle etal. (1997:9) the core activities of personnel management includes:

1.

Strategy and organization: Contributing to organizational strategy, organization structure
and process; influencing culture and values and developing personnel strategies and policies.

. Employee resourcing: Incorporating human resource planning, recruitment and selection,

deployment and termination of employment.

. Employee development: Incorporating training and development, management development,

career development and performance management.

. Reward management: Incorporating the selection of reward strategies and the administration

of payment and benefits systems.
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5. Employee relations: Incorporating industrial relations, employee involvement and participation,
communication, health safety and welfare and employee services.

6. Employment and personnel administration: Incorporating the administration of employee
records, employment policies and practices, working conditions and personnel information systems.

HR Challenges

The organizations have to face lots of challenges in the present scenario. These challenges may be
categorized according to their primary focus; the environment, the organization, or the individual.

Environmental Challenges

The environmental challenges are the forces external to the firm which influences the performances
beyond management control. The strategist has to monitor the external environment constantly for
opportunities and threats. The organization has to prosper and survive in a volatile environment of
change. The rapid change can put employees under a great deal of stress, unless the firm has to
develop a support mechanism to keep it manageable both the organization and employees may have to
face a heavy price. The growth of internet in recent years represents the most important factor of
affecting organization and their human resource practices. The internet makes the world open and
disturb the effective labour market by loosing their talent to competitors. Which leads the workforce
diversity? These trends are likely to accelerate in the future. Globalization is one of the most
important challenges facing by the organizations by competing against foreign firms, both domesti-
cally and abroad. The organizations are always in the trouble with the international laws. The
effectiveness of human resources largely depends on how effectively deals with international laws.
Expansion of service sector employment is linked to a number of factors, including changes in
consumer tastes and preferences, legal, regulatory changes in the way business are organized and
managed.

Organizational Challenges

Organizational challenges are concerned or internal to a firm and is the byproduct of environmental
forces because the organizations cannot run in a vacuum. The challenges include the need for
competitive position and flexibility, the problems of down sizing and organizational restructuring,
the use of self managed work teams, the rise of small business, the need to create a strong culture, the
role of technology and the rise of outsourcing. The transferring the responsibility and decision-
making authority from central office to the people and locations closer to the situation that demands
attention. Downsizing creates an emotional dis-equilibrium. Which has to create and convert a new
set of challenges for employees competing in the labour market, as well as government agencies that
must deal with the social problems associated with employment insecurity? The dramatic transforma-
tions are witnessed in the firms regarding the organizational restructuring is concerned. The mergers
and accusations are the common practices in this decade. A newer and rapidly growing form inter-
organizational bonding comes in the form of joint ventures, alliances collaborations among firms that
remain independent, yet work together on specific products to spread costs and risks. Flattening the
organizations requires careful appraisal of staffing, workflows, communication channels, training
needs, and their successful blending. The days of bosses are numbered. The firm has to develop self-
managed teams. In the system employees are assigned to a group of peers and, together responsible
for a particular area or task. The technological advances are being introduced to organizations at ever-
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increasing pace. The rise of telecommunications, information technology has a greater impact on
overall working mechanism of the organization. Outsourcing now becomes a fade in modern firms.
Their motivation is very simple; Outsourcing saves money. It creates several HR challenges for firms.
The employees may face layoff and also the firm should remain accountable for the actions of its
subcontractors. The subcontractors have to be evaluated and watched carefully.

Individual Challenges

Human resource issues at the individual level address the decisions most important to the organiza-
tions competitive position, which is likely to be affected to the most of the employees. It has much
impact on the environment. The most important individual challenges today involve matching people
and organizations, ethics and social responsibility, productivity, empowerment, brain drain and job
security. This can contribute to firm performance most when the firm uses these strategies to attract
and retain the potential employees who can best fit with the company culture and overall business
objectives. The employees expect that the organization has to behave in the best possible behave
ethically are increasing. HR strategies should make a balance between employees’ expectation of
ethical behaviour from the employer and in the business. Concept of social responsibility has been
frequently exhibited as the counterpart to ethics. It attempts to create a balance its commitment
towards not only to its investors, employees, customers, other businesses, and the communities in
which it works. We consider that greater the productivity per individual, the higher the organizations
productivity. In the knowledge based economy which driven by technology, the success of organiza-
tions depend more and more on the value of intangible human capital. The employee’s ability,
competence in performing a job, the persons desire to do the best possible job is to maintain in the
firm. Now-a-days the employees retention mostly depends how the firm providing the quality of
work life. High quality of work life is related to job satisfaction which has to be nurtured by firm
providing. The workers with the skill and authority to make decisions. The firm has to develop
committed, enthusiastic workforce by implementing the process of empowerment. This encourages
employees to be creative, risk taking, which acts as the organizations competitive edge in a fast
changing environment. The brain drain, job insecurity are the common phenomenon in the present
organizational scenario.

The long-term challenges facing most of the HR professionals have to do with the strategic role of
the human resource. This is what is known as the role of “Strategic Partner”. The HR function needs
to have a complete understanding of the various functions and business objectives. So also the
business strategies, according to HR strategies should be formulated which will help in achieving the
business objectives through the existing corporate strategy. Considering these points, it can be stated
that the HR strategies has a significant role to play in the competitive positioning of the organization.

2.3 OBJECTIVES OF HRM

Objectives are pre-determined goals to which individual or group activity in an organization is directed.
Objectives of personnel management are influenced by organizational objectives and individual and
social goals. Institutions are instituted to attain certain specific objectives. The objectives of the economic
institutions are mostly to earn profits, and of the educational institutions are mostly to impart
education and/or conduct research so on and so forth. However, the fundamental objective of any
organization is survival. Organizations are not just satisfied with this goal. Further, the goal of most
of the organizations is growth and/or profits.
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Institutions procure and manage various resources including human to attain the specified objec-
tives. Thus, human resources are managed to divert and utilize their resources towards and for the
accomplishment of organizational objectives. Therefore, basically the objectives of HRM are drawn
from and to contribute to the accomplishment of the organizational objectives. The other objectives
of HRM are to meet the needs, aspirations, values and dignity of individual employees and having due
concern for the socio-economic problems of the community and the country.

The objectives of HRM may be as follows:

1. To create and utilize an able and motivated workforce, to accomplish the basic organizational
goals.

2. To establish and maintain sound organizational structure and desirable working relationships
among all the members of the organization.

3. To secure the integration of individual or groups within the organization by co-ordination of
the individual and group goals with those of the organization.

4. To create facilities and opportunities for individual or group development so as to match it with
the growth of the organization.

5. To attain an effective utilization of human resources in the achievement of organizational
goals.

6. To identify and satisfy individual and group needs by providing adequate and equitable wages,
incentives, employee benefits and social security and measures for challenging work, prestige,
recognition, security, status.

7. To maintain high employees morale and sound human relations by sustaining and improving
the various conditions and facilities.

8. To strengthen and appreciate the human assets continuously by providing training and develop-
ment programs.

9. To consider and contribute to the minimization of socio-economic evils such as unemployment,
under-employment, inequalities in the distribution of income and wealth and to improve the
welfare of the society by providing employment opportunities to women and disadvantaged
sections of the society.

10. To provide an opportunity for expression and voice management.

11. To provide fair, acceptable and efficient leadership.

12. To provide facilities and conditions of work and creation of favourable atmosphere for maintain-
ing stability of employment.

Management has to create conductive environment and provide necessary prerequisites for the
attainment of the personnel management objectives after formulating them. The primary objectives
of HRM are to ensure the availability of competent and willing workforce to an organization. Apart
from this, there are other objectives too. Specifically, HRM objectives are of four fold: societal,
organizational, functional and personal.

Societal Objectives

The Societal Objectives are socially and ethically responsible for the needs and challenges of
society. While doing so, they have to minimize the negative impact of such demands upon the
organization. The failure of the organizations to use their resources for society may limit human
resources decisions to laws that enforce reservation in hiring and laws that address discrimination,
safety or other such areas of societal concern.
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Organizational Objectives

The Organizational Objectives recognizes the role of human resources management in bring about
organizational effectiveness. Human resource management is not an end itself; it is only a mean to
assist the organizations with primary objectives.

Functional Objectives

Functional Objectives try to maintain the departments’ contribution at a level appropriate to the
organizational needs. Human resources is to be adjusted to suit the organizational demands. The
department’s level of service must be tailored to fit the organization it serves.

Personal Objectives

Personal objectives assist employees in achieving their personal goals, at least in so far as these
goals enhance the individuals’ contribution to the organization. Personal objectives of employees
must be met if they are to be maintained, retained and motivated. Otherwise, employees’ performance
and satisfaction may decline giving rise to employee turnover.

HRM Objectives and Functions

HRM objectives Supporting functions

1. Societal Objectives Legal Compliances
Benefits

Union-management Relations

2. Organizational Objectives Human Resource Planning
Employee Relations
Selection

Training and Development
Appraisal

Placement

Assessment

3. Functional Objectives Appraisal
Placement

Assessment

4. Personal Objectives Training and Development
Appraisal

Placement

i S Bl PR il el e

Assessment

Source: William B. Werther, Jr. and Keith Davis, Human Resource and Personnel Management, p. 15.

2.4 HUMAN RESOURCE FUNCTIONS

Human Resources management has an important role to play in equipping organizations to meet the
challenges of an expanding and increasingly competitive sector. Increase in staff numbers, contractual
diversification and changes in demographic profile which compel the HR managers to reconfigure the
role and significance of human resources management. The functions are responsive to current
staffing needs, but can be proactive in reshaping organizational objectives.
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Managing human resources to achieve better knowledge related outcomes means “Retaining per-
sonnel, building their expertise into the organizational routines through learning processes, and
establishing mechanisms for the distribution of benefits arising from the utilization of this expertise”
(Kamoche and Mueller, 1998, p. 1036). To identify which HRM practices could be employed to help
organizations to achieve knowledge related outcomes, a brief review of representative case-based and
existing empirical studies undertaken by scholars from different research fields (international HRM,
innovation, strategy, international business, etc.) on the link between HRM practices and various
knowledge related outcomes is necessary. The purpose is to determine what HRM practices organiza-
tions could employ to enhance knowledge related outcomes, otherwise known as knowledge-driven
HRM practices.

1. Human resource planning, which includes creating venture teams with a balanced skill-mix,
recruiting the right people, and voluntary team assignment. This strategy analyzes and deter-
mines personnel needs in order to create effective innovation teams.

2. Performance appraisal, which includes encouraging risk taking, demanding innovation, gener-
ating or adopting new tasks, peer evaluation, frequent evaluations, and auditing innovation
processes. This strategy appraises individual and team performance so, that there is a link
between individual innovativeness and company profitability. Which tasks should be appraised
and who should assess employees’ performance are also taken into account.

3. Reward systems, which includes freedom to do research, freedom to fail, freedom to form
teams, freedom to run businesses, balancing pay and pride, noticeable pay raises, dual career
tracks, promoting from within, recognition rewards, and balancing team and individual re-
wards. This strategy uses rewards to motivate personnel to achieve an organization’s goals of
productivity, innovation and profitability.

4. Career management, which includes empowering people, leading by example, and continued
education. This strategy matches employees’ long-term career goals with organizational goals
through continuing education and training. Recently, international business researchers have
identified the role of HRM practices in the organizational learning as one subject of inquiry to
investigate the link between new HRM practices and innovation performance, arguing that
HRM practices are “most conducive to innovation performance when adopted, not in isolation,
but as a system of mutually reinforcing practices”. Applying principal component analysis,
they identify two HRM systems that influence innovation performance. The first consists of
HRM practices, which is knowledge transfer affect employees’ ability to innovate. They are
interdisciplinary work groups, quality circles, systems for the collection of employee propos-
als, planned job rotation, delegation of responsibility, integration of functions, and perfor-
mance-related pay. The second system is dominated by internal and external training. The
overall conclusion is that “while the adoption of individual HRM practices may be expected to
influence innovation performance positively, the adoption of a package of complementary
HRM practices could be expected to affect innovation performance much more strongly”
(Laursen and Foss, 2003, p. 257). From the reviewed articles we learned that there are certain
knowledge-driven HRM practices, the extensive use of which enhances knowledge related
outcomes. We also learned that the existing empirical work on the relations between HRM
practices and knowledge related outcomes has exclusively focused on the individual HRM
practices and their isolated effect. That could become a serious limitation since HRM is defined
as “a set of distinct but interrelated activities, functions, and processes that are directed at
attracting, developing and maintaining (or disposing of) a firm’s human resources”.
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5. Training and Development: The managerial training is a challenge for organization to equip the
managerial personnel to meet the ever advancing Technology and other Socio-economic and
Political factors. It enriches and experiences of the managerial personnel to get maximum
productivity in an organization. Managers should explore the policies, procedures, and struc-
tures used to guide the work of nonprofit organizations. They learn how to effectively develop
transparent organizational structures and policies, identify and describe appropriate roles for
staff and board members, methods of effective communication, and how to monitor and
respond to change. Training and Development programs provide useful means of assuring that
the employees are capable of performing their jobs at acceptable level and also more
than that.

The role of HRM is to plan, develop and administer policies and programs designed to make
expedious use of an organizations human resources. It is that part of management which is concerned
with the people at work and with their relationship within enterprises. Its objectives are: (a) effective
utilization of human resources, (b) desirable working relationships among all members of the organi-
zations, and (¢) maximum individual development.

HR Function: From Professional to Strategic Partner

Recent decades have witnessed dramatic shifts in the role of HR. Traditionally, managers saw the
human resources function as primarily administrative and professional. HR staff focused on adminis-
tering benefits and other payroll and operational functions and didn’t think of themselves as playing
a part in the firm’s overall strategy.

Efforts to measure HR’s influence on the firm’s performance reflected this mindset. Specifically,
theorists examined methodologies and practices that are focused at the level of the individual
employee, the individual job, and the individual practice (such as employee selection, incentive
compensation, and so forth). The idea was that improvements in individual employee performance
would automatically enhance the organization’s performance.

Although such research attempted to extend the range of HR’s influence, it did little to advance HR
as a new source of competitive advantage. It provided scant insight into the complexities of a strategic
HR architecture. And simply put, it didn’t encourage HR managers to think differently about their
role.

In the 1990s, a new emphasis on strategy and the importance of HR systems emerged. Researchers
and practitioners alike began to recognize the impact of aligning those systems with the company’s
larger strategy implementation effort and assessing the quality of that fit. Indeed, although many
kinds of HR models are in use today, we can think of them as representing the following evolution of
human resources as a strategic asset:

The personnel perspective: The firm hires and pays people but doesn’t focus on hiring the very best
or developing exceptional employees.

The compensation perspective: The firm uses bonuses, incentive pay, and meaningful distinctions
in pay to reward high and low performers. This is a first step toward relying on people as a source
of competitive advantage, but it doesn’t fully exploit the benefits of HR as a strategic asset.

The alignment perspective: Senior managers see employees as strategic assets, but they don’t invest in
overhauling HR’s capabilities. Therefore, the HR system can’t leverage management’s perspective.
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The high-performance perspective: HR and other executives view HR as a system embedded within
the larger system of the firm’s strategy implementation. The firm manages and measures the
relationship between these two systems and firm performance.

We’re living in a time when a new economic paradigm—characterized by speed, innovation, short
cycle times, quality, and customer satisfaction—is highlighting the importance of intangible assets,
such as brand recognition, knowledge, innovation, and particularly human capital. This new paradigm
can mark the beginning of a golden age for HR. Yet even when human resource professionals and
senior line managers grasp this potential, many of them don’t know how to take the first steps toward
realizing it.

In our view, the most potent action HR managers can take to ensure their strategic contribution is
to develop a measurement system that convincingly showcases HR’s impact on business performance.
To design such a measurement system, HR managers must adopt a dramatically different perspective,
one that focuses on how human resources can play a central role in implementing the firm’s strategy.
With a properly developed strategic HR architecture, managers throughout the firm can understand
exactly how people can create value and how to measure the value-creation process.

Learning to serve as strategic partners isn’t just a way for HR practitioners to justify their existence
or defend their turf. It has implications for the very survival of the firm as a whole. If the HR function
can’t show that it adds value, it risks being outsourced. In itself, this isn’t necessarily a bad thing;
outsourcing inefficient functions can actually enhance a firm’s overall bottom line. However, it can
waste much-needed potential. With the right mindset and measurement tools, the HR architecture can
mean the difference between a company that’s just keeping pace with the competition and one that is
surging ahead.

We have all along heard that “time moves on steadily and relentlessly”. Then how is it that
especially in the new millennium, we need to review the challenges for the HR function in organiza-
tions? Has it taken a dramatic turn, or is it because the start of the century is a very convenient
milestone to take stock? After all, such milestones not only show how far and in what direction we are
progressing, but also give the distance to our destination, and are often excellent anchors to take time
off to re-examine the future course of action. Be what it may, this article will try to touch on some of
the major concerns that need to be tackled for success by the corporate leaders in India now, and in
particular by the HR functionaries. I will be covering the background, discuss some of the major
reasons and needs initially on a somewhat conceptual plane and finally, the challenges at a practical
level that are simpler to understand, but still may be vital for future success. Needless to state that
nothing is easy to achieve without careful planning and appropriate actions. Therefore, the very first
benchmark to tackle is: “If others can do it, so can we!”

The threats facing managements have been changing with time, and what was a fine solution
yesterday may no longer be valid tomorrow! We all know that the world is moving at an extremely
fast pace, and that the rate of change is continuing to accelerate, as Alvin Toffler stated so aptly many
years ago in “Future Shock”. It can now be said that we have moved to the era of not just change, but
an accelerated rate of change. This demands that corrective steps too need to be taken fast without a
long drawn wait and see attitude. As compared to the past, the twenty-first century corporations are
getting to be globally market driven ones with ‘invest anywhere and share everywhere’ concept. The
impact of e-commerce with rapidly changing Information Technology (IT) will similarly transform
conventional business structures dramatically—even smaller organisations will not be immune. These
will demand a totally different type of HR strategy and intervention.
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Amongst other issues, the paper highlighted the four stages of growth and evolution process of the
Human Resource Management (HRM) function as follows:

The Reactive HRM Function

Where the main purpose is seen as maintenance of industrial harmony, and avoiding disruption
through strikes etc. and exists generally where organizations are operating in near monopoly situa-
tions with assured growth—the interactions between HR and operating managers being minimal
under normal situations at this stage.

The Independent HRM Function

Where the function is recognized as an independent entity. In this stage, while HR is involved in
setting up industrial systems and procedures for operating managers, but is not fully responsible for
the monitoring or correcting the problems in the system—only being marginally involved in various
processes and other functions or results. Other functions would mostly seek HR’s help in administra-
tive or on few specific issues, and line managers do not see HR as a repository of expertise.

The Supportive HRM Function

It has its own direction with a distinct status within the organization, and actively contributes to the
efforts of other functions in producing results. Organizations requiring product or technology changes
rapidly in a competitive scenario generally need such HR involvement with high demands for
qualified and competent manpower, often in a high turnover or mobility situation. Emphasis on
people development and motivation generation comes from such HR, but their understanding or
involvement in total business perspective remains limited or inadequate, even with higher functional
participation.

The Integrative HRM Function

It is the stage when the competitive success of the organisation involves HRM significantly in an
integrated manner, and demands such capabilities from the HR specialists. Their roles shift from a
facilitator to a functional peer with competencies in other functions, and are recognised as an equal
partner by the others. The typical HRM in this case is geared to contribute to organisational objectives
of profitability and customer satisfaction, and is seen as a vehicle for implementation of quality
processes. The department has a responsibility for monitoring employee satisfaction, since it is seen as
surrogate to customer satisfaction.

They went on to state that “catalyst for such alignment” was evident from McKinsey’s 7-S framework
model. According to this framework, effective organisation change is a complex relationship between
seven S’s. HRM is a total matching process between the three Hard S’s (Strategy, Structure and
Systems) and the four Soft S’s (Style, Staff, Skills and Super-ordinate Goals). Clearly, all the S’s
have to complement each other and have to be aligned towards a single corporate vision for the
organization to be effective. It has to be realized that most of the S’s are determined directly or
indirectly by the way Human Resources are managed, and therefore, HRM must be a part of the total
business strategy.

There are four roles which HR play, according to Dave Ulrich. The first, strategic partner role-
turning strategy into results by building organizations that create value; second, a change agent role—
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making change happen, and in particular, help it happen fast; the third, an employees champion
role—managing the talent or the intellectual capital within a firm; and the fourth, an administrative
role—trying to get things to happen better, faster and cheaper.

HRM has received a tremendous attention in recent years. Its role in organizations has also under-
gone a substantial change and many organizations have gradually oriented themselves from the
traditional personnel management to a human resources management approach, although many see it
as the “old wine in new bottle”. The basic approach of HRM is to perceive the organizations in its
totality. Its emphasis is not on production and productivity but also on the quality of life. It seeks to
achieve the fullest development of human resource and the fullest possible socio-economic develop-
ment.

2.5 SCOPE OF HRM

Scope of Human Resources Management was very limited in the beginning. Their activities were
confined to administration, arranging little parties and picnics. This was the ancient time when Adam
Smith saw ‘factors of production’ as land, labour and capital. Things have changed since then. The
scope of the management in general and personnel in particular has changed considerably, covering
more areas and responsibilities. It is the fact that there is no general agreement among the authors as
to the scope of HRM. However, American Society for Training and Development (ASTD), con-
ducted fairly an exhaustive study in this field and identified nine broad areas of activities of HRM.
These are given below:

e Human Resource Planning

e Design of the Organization and Job

e Selection and Staffing

e Training and Development

e Organizational Development

e Compensation and Benefits

e Employee Assistance

e Union/Labour Relations

e Personnel Research and Information System.

Human Resource Planning: The objectives of HR Planning are to ensure the organization has the
right types of persons at the right time at the right place. It must prepare human resources Inventory
with a view to assess present and future needs, availability and possible shortages. Thereupon, HR
Planning must forecast demand and supplies and identify sources. Last but not the least, HR Planning
must develop strategies long-term and short-term meet the man-power requirement.

Design of Organization and Job: This is the task of laying down organization structure,
authority, relationship and responsibilities. This will also mean definition of work contents for each
position in the organization. This is done by “job description”. Another important step is “Job
specification”. We shall go into the details of these terms shortly. Job specification identify attributes
of persons most suitable for each job which is defined by job description.

Selection and Staffing: This is the process of recruitment and selection to staff. This involves
matching people and their expectations with which the job specifications and career path available
within the organization.
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Training and Development: This involves an organized attempt to find out training needs of the
individuals to meet the knowledge and skill which is needed not only to perform current job but the
future needs of the organization.

Organizational Development: This is an important aspect whereby developing healthy inter-
personal and inter-group relationship “Synergetic effect” is generated in an organization.

Compensation and Benefits: This is the area of wages and salaries administration where wages
and compensations are fixed scientifically to meet fairness and equity criteria. In addition labour
welfare measures are involved which include benefits and services.

Employee Assistance: Each employee is unique in character, personality, expectation and tem-
perament. By and large each one of them faces problems everyday. Some are personal some are
official. In their case he or she remains worried. Such worries must be removed to make him or her
more productive and happy.

Union-Labour Relations: Healthy Industrial and Labour relations are very important for enhanc-
ing peace and productivity in an organization. This is one of the areas of HRM.

Personnel Research and Information System: Knowledge on behavioural science and industrial
psychology throws better insight into the workers expectations, aspirations and behaviour. Advance-
ment of technology of product and production methods have created working environment which are
much different from the past. Globalization of economy has increased competition many fold.
Science of ergonomics gives better ideas of doing a work more conveniently by an employee. Thus,
continuous research in HR areas is an inescapable requirement. It must also take special care for
improving exchange of information through effective communication systems on a continuous basis
especially on moral and motivation.

HRM as a Business Partner

All these changes have led to the notion of the HR system as a strategic asset. Strategic assets are
“... the set of difficult to trade and imitate, scarce, appropriable, and specialized resources and
capabilities that bestow the firm’s competitive advantage.” (Amit and Shoemaker 1993: 36). This
ideal is delineated by Becker, etal. (2001) who assert that the development of HRM practices can be
represented by four evolutionary processes. These processes are identified as: (1) The personnel
perspective, (2) The compensation perspective, (3) The alignment perspective, and (4) The high
performance perspective. According to Becker and colleagues the personnel perspective focuses on
practices employed by firms which hire and pay people, but does not emphasise the very best practices
for developing exceptional employees. These authors also claim the compensation perspective is
revealed in firms that use bonuses, incentive pay, and meaningful distinctions in pay to reward high
and low performers. A further contention is that the alignment perspective is represented by senior
managers who see employees as strategic assets, but do not encourage investment in overhauling
personnel capabilities, despite the fact that such negligence or indifference results in the inability of
the company HR system to leverage the management’s perspective. Finally, the high performance
perspective is illustrated when senior executives view HR as a system embedded within the larger
system of the firm’s strategy implementation. The firm manages and measures the relationship
between these two systems and firm performance.

The increasingly significant role of HRM in achieving management objectives is reflected in the
transformation of the personnel management function (Silva 2002). Over the last two decades, this
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function was often marginalised in terms of its importance in management activities and hierarchy. It
has evolved from a concentration on employee welfare to one of managing people for the best
possible productivity of the employee. In Thailand, the former approach has been emphasised in the
Buddhist context as it is embedded in family values and management values such as compassion and
kindness. One of the many principles of management taught in Buddhism is termed ‘Brahmvihaara
4’ This principle advances a notion that those who are the leaders of others, either in the household
or in the workplace, should practise four central tenets. These are: (1) Met-taa (compassion),
(2) Garunaa (kindness), (3) Mudhitaa (Sharing the joy of success of others), and (4) Ubekkhaa (Let
go and accept that it is up to the other’s karma, when one cannot be of any further help to others even
they have already tried very hard to do so) (Siengthai and Bechter 2004).

The changing management approach emphasises productivity enhancement through methods that
provide employees with both intrinsic and extrinsic rewards. Therefore, today, far from being
marginalised, the HRM function becomes recognised as a central business concern. In practice,
performance and delivery are integrated into line management for the aims shift from merely
securing compliance to more ambitious ideals of winning commitment. Human resource investment
has become one of the main business strategies of firms in creating their competitive advantage. These
initiatives are associated with, and perhaps are even predicated upon, a tendency to shift from a
collectivist orientation to an individualist workforce. Accordingly, management inspects for
‘flexibility’ and seeks to reward performance differentially.

An assessment of these notions was recently undertaken (Siengthai and Bechter 2001). The survey
was conducted during 1999-2000 with a number of Thai firms that had cadres of 200 employees or
more. A regression analysis revealed that bundles of HRM practices were significantly and positively
related to the level of innovation in the industry (Siengthai and Bechter 2001). When the data base
was used to investigate HRM business partnerships between the studied firms it was generally
revealed by the respondents (who were mostly human resource directors, some functional managers
and some managing directors) that the top management in their organisation thought that the HR
strategy was an important component of an innovation strategy (Siengthai and Bechter 2004).
However, most of the respondents were reluctant to say that: (1) their top management valued HR
more than other resources, (2) their top management believed human resource policies were a source
of competitive advantage, or (3) their top management considered the HR manager a strategic partner
in formulating and implementing business strategy (Siengthai and Bechter 2004). Arguably, it can be
concluded that most of the HR departments or divisions are still not regarded as being a significant
business partner in many firms’ business strategies and change implementation. In reflection, in the
case of Thailand, it may be claimed that the development of the HRM function and the perception of
the other departments in the majority of firms have developed to the second stage, or that of a
compensation perspective. However, the globalisation process has brought about changes and the
image of HRM is being perceived more as a business partner in large organisations in the 2000s.

Globalization and Key HRM Challenges and Opportunities

Globalization has elevated the importance of HRM development in firms operating in Thailand.
Investment in international markets has been viewed as a way to increase returns and decrease risks,
but these business engagements also entertain substantial macro and micro level adjustments. Among
the changes at the macro level are the deregulation policy or privatization initiatives decreed by the
government as a response to external environmental changes. Hence, firms have incorporated
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restructuring or downsizing policies to take advantage of the new information and communications
technology and thus create new competitive business strategies. Consequently, many corporations are
now confronting labour market issues created by technological developments, rising prosperity and
market realignment. The radical transformations have created numerous challenges for HRM practi-
tioners who have to deal with the shift from low wage to high wage and high skilled labour as well as
the need for management development to cope with these changes, the workforce diversity which
comes with the globalisation process and the regionalisation process which allows free flow of
products, capital and labour. At the micro level of firm operation managers have to balance the link
between the HRM functions and the financial performance of the company, organisational innovation
and productivity improvement, the empowerment of employees, project based contracts, the manage-
ment of workforce redundancy, as well as bipartite labour management relations. These are but a few
societal expectations, for regional level industrialisation and globalisation has been predicated to
bring about the convergence of HRM/IR systems and practices (Lee 2002). In short, the management
of change compels HRM function to be a proactive and innovative business partner.

Balancing business economic efficiency with social equity is an emerging dilemma for Thailand
society. There is a need for Thailand to move away from the notion of low wages as a source of
competitiveness and to begin to invest more in the development of a skilled workforce, which calls
for far reaching reforms in the educational system (Kamoche 2000). Such efforts are perceived to be
hindered by existing cultural norms. For example, the hierarchical ‘nakrian ajarn’ (student teacher)
relationship turns the student into a passive recipient of knowledge and probably creates a culture of
dependence in which the student (or in this case the employee) is taught that it is impolite or
inappropriate to question the ‘ajarn’ (supervisor or employer). If the HR component is to make a
significant contribution to economic recovery and industrial development, it will be important to
institute change that creates more inquisitiveness and a willingness to challenge conventional wisdom
in education, and allow more scope for management and employees to engage in constructive
dialogue as to how best to tackle their difficulties. This will entail reviewing the sustainability of
existing patterns in organisational paternalism.

The impact of the financial crisis is still prevalent. The government as well as private sector
organisations are still working on the recovery of the economy. Together with the fierce competitive
environment, it is foreseen that organisations will keep on shredding the redundant workforce that has
resulted from bringing in more labour saving technology such as information technology and the
automation of certain services functions. Even though the introduction of such technology will create
the need for some certain skilled labour, the size of the workforce needed will not be equivalent to the
earlier period of economic development. Another implication is that the increase in overhead costs as
higher skilled employees will also receive a higher level of wages and salaries in organisations which
cannot maintain a redundant workforce as slack resources. This can only be offset by an increase in
organisational productivity. Hence, the need for organisational restructuring to become flatter organi-
sations for those that are now large corporations will be the on going movement to enhance customer
responsiveness, and hence, innovation and productivity. The dual economy in Thailand will become
more evident as there will be a digital divide between organisations which now take advantage of the
new (ICTs), and those which are still run by traditional management approach and are basically small
scale family business enterprises with an absence of formal HRM system. For those companies, which
are now moving into more high technology led operations, the new competitive landscape will
necessitate that they resort to more of the individualised terms and conditions of employment for
higher skilled and scarce employees.
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It has been observed that many organisations, in both private and public sectors, have currently
made used of the new ICTs to enhance the efficiency and effectiveness of their HRM practices. Many
have started to have the so called ‘e-HR’ of which the most popular function seems to be ‘e-learning’
programs. Other institutions, and particularly the large sized organisations, are adopting similar
courses of action after initial attempts to restructure their organisations by implementing combina-
tions of the four more popular HRM strategies, which have been referred to under the following
terms:

e Early retirement program
e Redeployment program

More effective performance management
e Core competencies appraisal program

In contrast to the period before the financial crisis, one positive aspect for firms is that the
phenomenon of job hopping has decreased significantly. However, an accompanying caveat is that for
people with poor employment related skills their job opportunity will remain low while their job
mobility will remain relatively high.

The dramatic and discontinuous changes that are taking place in the global environment have
contributed to the evolution of traditional multinational corporations (MNCs) into global organisa-
tions that are more of a network nature (Gimeno and Woo 1996, Wolf 1997, Galunic and Rodan,
1998). The global network form of organising roles and activities infuses into the firm a heightened
need for cross functional interdependence, which in turn, can increase role ambiguity for a human
resource manager (Grimm and Smith 1997).

In Thailand, many corporations are now trying to maintain the core work force and outsourcing of
some activities has become more common. In fact, casual observations suggest that many large
corporations have started to divest some units into other legal entities that serve the core unit
operations of the company, such as the customer relationship management unit, marketing unit, the
HRM unit, the auditing unit, and the legal unit. This results in both downsizing and increased
efficiency of operations due to a higher level of autonomy of decision-making and speed to market
services. The divestiture is more, to some extent, a creation of the network organisations. Most of the
projects or bidding will be granted to the divested unit. When the latter becomes better organised,
both in term of services and human resources, a greater variety of services can then be offered to the
market in general (Huws and Flecker 2004). This means that the HRM function also will be separated
from the parent organisation. It usually has its own autonomy in terms of business formulation and
implementation as the nature of the business may not be the same as that of its parent organisation.
This is an advantage in terms of HRM and the recent trend of outsourcing management of particularly
large corporations.

Conclusion

There is greater awareness in The companies for integrating strategic HRM with national, social,
economic and environmental exigencies. Major shifts in the global marketplace, escalating demo-
graphic changes, the rapid technological advancements, as well as the changing role of women in
contemporary industrial society has pressured managers to rethink fundamental organisational prac-
tices and policies. A notable conclusion is that these discontinuities have been imposed by both
external and internal environmental factors. On one hand, the external environmental factors include
globalisation of market or economic situations, government policies or politics, growth of the foreign
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or the joint venture sectors, stages of industrial relations development, and other significant changes
in the domains of firms. Consequently, there has been a call for HRM to have a more strategic role.

In this chapter, the forces that have led to the role transition of HRM have been traced. Specifi-
cally, a historical perspective of HRM development in Thailand has been delineated into the period
before 1990s and after 1990s, and particularly when Thailand experienced the Asian financial crisis.
Within the globalisation process in which the business operations become borderless, the need for a
speedy reaction to market volatility has led to many organisational restructuring and change pro-
grams. The availability of information technology has demanded changes to the skill composition of
employees, and coupled with an increased participation of females in the work place, has compelled
Thai organisations to transform their structures and work practices. Consequently, resource planning
and work related initiatives have become central in HRM functions to improve corporate productivity
and employee enterprise.

CASE STUDY-I: MANAGING PEOPLE: BEING NICE TO PEOPLE

Nawal graduated from a reputed management institute last year and joined his father’s business,
which employed 2 supervisors, 10 skilled workers and 28 semi-skilled workers. After one month, his
father, a retired government officer, called him and said, “Nawal, I have had a change to observe your
working with the men and women for the past few days. Although I hate to, I must say something.
You are just too nice to people. I know they taught you human relations stuff at the management
institute, but it just does not work here. I remember, when the Hawthorne studies were first reported,
every one in the academic field got excited about them. But, believe me, there is more to managing
people than just being nice to them.”

QUESTIONS

1. Do you think, Nawal’s father understood and interpreted the Hawthorne studies correctly?
2. If you were Nawal, what would your reaction be to your father’s comments?
(Adopted from C.A., Nov. 1995)

CASE STUDY-2: HRM PRACTICES

Companies in high-technology and creative industries (such as publishing and advertising) often
worry about the turnover of high-potential employees. High-potential employees (sometimes called
key employees) are people who have rare and special talents and who provide valuable contributions
that can directly affect the firm’s performance. Some well-known examples of high-potential people
are film director Steven Spielberg (whose films are more profitable than those of any other director)
and baseball stars Mark McGuire of the St. Louis Cardinals and Sammy Sosa of the Chicago Cubs—
both of whom set records for home runs in baseball. Because most organizations have only a few
high-potential employees, retaining these employees has important strategic implications for the
business.

To protect themselves against the loss of high-potential employees and the intellectual property
(such as trade secrets) that they may take with them, some companies are requiring all employees to
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sign non-compete agreements that restrict their freedom to work for a competitor after quitting the
organization. For example, Career Track, a Colorado company that provides professional training
seminars on business-related topics, took a former star trainer and workshop developer to court to
enforce a non-compete agreement after this high-potential employee quit to work for competitor in
California. The company wanted to avoid losing business to a competitor; it also wanted to let other
high-potential employees know that the company is prepared to defend its rights if someone decides
to challenge the non-compete agreement.

10.

1.

QUESTIONS

. Do you think non-compete agreements are ethical ? Should a company require all employees to

sign them or only high-potential employees ? What problems could arise from the use of
non-compete agreements ?

. Are there other HRM practices that could be substituted for non-compete agreements that

would be likely to improve the retention of high-potential employees ? Which ones would you
recommend?
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CHAPTER

HuMAN RESOURCES PLANNING

3.1 INTRODUCTION

Human Resources Planning have been a function of management since the origins of the modern
industrial organization. Economist Alfred Marshall observed in 1890 that the head of a business must
assume himself that his managers, clerks and foremen division of labour, specialization, organization
of management into levels, work simplification, and application of standards for selecting employees
and measuring their performance were all principles applied early in industrial management. They
were also applied in large non-industrial organizations, including religious, governmental and mili-
tary organization.

Planning for the staff for work is not a recent notion. During the first part of the century, the focus
in the manpower planning was upon the hourly production worker. The aim of improving efficiency
through work engineering and early industrial psychology application was consistent with the need to
improve productivity and introduce greater objectivity to personnel practices. During the World War
IT and the past war years the HRM focus intensified on employee productivity and on the availability
of the competent managerial personnel. These needs resulted from a civilian talent shortage in
combination with an increasing demand for the goods and services. New technologies and a new
awareness of and interest in behavioural aspects of work also complicated and the manpower-
planning task. The expanded demand for high potential personnel in the 1960 resulted from high
technology programs and rapid corporate expansion and diversification. In response, human
resources planning practices attempted to balances supply and demand, particularly for managerial,
professional and technical personal.

Human Resources planning mean different means to different organizations. To some companies,
human resources planning mean management development. It involve helping executives to make
better decisions, communicate more effectively, and know more about the firm. The purpose to make
men and women better managers. The emphasis is having current managers who are sucked in there
function and reasonably qualified for promotions. Too frequently the acquisition and development of
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the skills and knowledge needed for the future are lacking. The goal is often only to make the
manager a better manager today.

3.2 WHAT IS HUMAN RESOURCES PLANNING?

In the other firms, the approach to human resources planning is reserved. Here the problem in defined
as estimating future manpower needs. The goal is to make the person into the future requirements.
The qualitative aspects of the development are some how to be met by a natural development process,
even though future knowledge and skill requirements are ignored in the planning efforts.

Human Resources planning is a process by which management determine how the organization
should move from its current manpower position to its desired manpower position. Through planning,
management strives to have the right number and the right kinds of people, at the right place, at the
right time, doing things, which result in both organization and the individual receiving maximum
long-run benefits.

It is four-phased process. The first phase involves the gathering and analysis of data through
manpower inventories and forecasts, the second phase consist of establishing manpower objectives
and policies and gaining top management approval of these. The third phase involves designing and
implementing plans promotions to enable the organization to achieve its manpower objectives. The
fourth phase in consumed with control and evaluation of manpower plans sent programs to facilitate
progress to benefits both the organization and the individual. The long run view means that gains may
be sacrificed in the short run for the future grounds. The planning process enables the organization to
identify what its manpower needs is and what potential manpower problems required current action.
This leads too more effectively and efficient performance.

3.3 OBJECTIVES OF THE HUMAN RESOURCES PLANNING

To ensure optimum use of human resources current employees.
To assess or forecast future skill requirement.
To provide control measures to ensure that necessary resources are available as when required.

s

A number of specified reasons for attaching importance to manpower planning and forecasting
exercises are:

e To link manpower planning with the organizational planning

e To determine recruitment levels.

e To anticipate redundancies.

e To determine optimum training levels.

e To provide a basis for management development programs.

e To cost the manpower.

e To assist productivity bargaining.

e To assess future accommodation requirement.

e To study the cost of overheads and value of service functions.

e To decide whether certain activity needs to be subcontracted, etc.

The HR forecasts in responsible for estimating number of people and the jobs needed by an
organization to achieve its objectives and realize its plans are time in the most efficient and effective
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manner possible in the simplest sources, HR needs are computed by subtracting HR supplies or
numbers of the people available from expected HR demands or number of people required to produce
at a desired level. It is a strategy for acquisition, utilization, improvement and preservation of the
human resources of an enterprise. The objective is to provide right personnel for the right work and
optimum utilization of the existing human resources. HRP exists as the part of planning process of
business. This is the activity aims to coordinating requirements for the availability of the different
types of employers. The major activities are include the forecasting, (future requirements), invento-
rying (present strength), anticipating (comparison of present and future requirements) and planning
(necessary program to meet the requirements).

The objectives of human resource planning may be summarized as below:

Forecasting Human Resources Requirements: HRP is essential to determine the future needs
of HR in an organization. In the absence of this plan it is very difficult to provide the right kind
of people at the right time.

Effective Management of Change: Proper planning is required to cope with changes in the
different aspects which affect the organization. These change needs continuation of allocation/
reallocation and effective utilization of HR in organization.

Realizing the Organizational Goals: In order to meet the expansion and other organizational
activities the organizational HR planning is essential.

Promoting Employees: HRP gives the feedback in the form of employee data which can be used
in decision-making in promotional opportunities to be made available for the organization.
Effective Utilization of HR: The data base will provide the useful information in identifying
surplus and deficiency in human resources.

The objectives of HRP is to maintain and improve the organizational capacity to reach its goals by
developing appropriate strategies that will result in the maximum contribution of HR. HR planning
should involve in the following areas:

They should collect, maintain, improve and interpret the relevant information regarding human
resources.

They should report periodically human resource objective and requirements, existing employ-
ees, and allied features of human resources.

They should develop procedures and techniques to determine the requirements of different
types of human resources over period of time from the standpoint of organizational goals.
They should develop the measures of HR utilization as components of forecast of human
resources requirements along with independent validation.

They should employ suitable techniques leading to effective allocation of work with a view to
improving human resources utilization.

They should conduct research to determine the factors hampering the contribution of the
individuals groups to the organization with a view to modifying or removing these handicaps.
They should develop and employ methods of economic assessment of human resources to
reflect its features as income generator and cost and accordingly improve the quality of
decisions affecting the human resources.

They should evaluate the procurement, promotion, and retention of the effective human resources.

They should analysis the dynamic process of recruitment, promotion, and the loss to the
organization and control these process with a view to maximizing the individual and the group
performances without involving high cost.
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It is usually the top management that formulates the vision and translates the vision into the
objectives. Further, these objectives get translated into strategy and long-range plans. These plans
usually form the guidelines for the human resources department to plan for the human resources
requirements. The HR department should coordinate the above information and prepares the human
resources plan.

3.4 NEEDS OF HRP

Major reasons for the emphasis on HRP at the Macro level:

Employment-Unemployment Situation: Though in general the number of educated unemploy-
ment is on the rise, there is acute shortage for a variety of skills. This emphasis is the need for more
effective recruitment and retaining people.

Technological Change: The myriad changes in production technologies, marketing methods and
management techniques have been extensive and rapid. Their effect has been profound on the job
contents and job contexts. These changes cause problems relating to redundancies, retaining and
redeployment. All these suggest the need to plan manpower needs intensively and systematically.

Organizational Change: In the turbulence environment marked by cyclical fluctuations and
discontinuities, the nature and pace of changes in organizational environment, activities and structures
affect manpower requirements and require strategic considerations.

Demographic Change: The changing profile of the work force in terms of age, sex, literacy,
technical inputs and social background has implications for HRP.

Skill Shortage: Unemployment does not mean that the labour market is a buyer’s market.
Organizations generally become more complex and require a wide range of specialist skills that are
rare and scare. Problems arise when such employees leave.

Governmental Influences: Government control and changes in legislation with regard to affirma-
tive action for disadvantages groups, working conditions and hours of work, restrictions on women
and child employment, causal and contract labour, etc. have stimulated the organizations to be
become involved in systematic HRP.

Legislative Control: The policies of “hire and fire” have gone. Now the legislation makes it
difficult to reduce the size of an organization quickly and cheaply. It is easy to increase but difficult
to shed the fat in terms of the numbers employed because of recent changes in labour law relating to
lay-offs and closures. Those responsible for managing manpower must look far ahead and thus
attempt to foresee manpower problems.

Impact of the Pressure Group: Pressure groups such as unions, politicians and persons displaced
from land by location of giant enterprises have been raising contradictory pressure on enterprise
management such as internal recruitment and promotion, preference to employees’ children, displace
person, sons of soil etc.

Systems Approach: The spread of system thinking and advent of the macro computer as the part
of the on-going revolution in information technology which emphasis planning and newer ways of
handling voluminous personnel records.

Lead Time: The log lead time is necessary in the selection process and training and deployment of
the employee to handle new knowledge and skills successfully.
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Approaches to Human Resources Planning

On the theoretical plane there are three options to any educational planner. The first option is to
treat the education as consumption goods and demand for education as an aggregate of individual
consumer’s demand schooling, and to provide the facilities for education and training according.
The second option is to view education an investment goods, evaluate the investments in education
at par with investment in education with the rate of return on investment in physical capital. The
third option is to considered skilled manpower as basic inputs to the production goods and services
within the economy; assess the skill requirements to achieve any predetermined economic growth
target, and to gear the expansion of educational system to provide the needed education and
training.

There are three approaches to educational planning:

e Social demand approach
¢ Rate of return approach, and
e Manpower requirement approaches.

Social Demand Approach: The social demand approach lies on the assessment of society’s
requirement for education. In principles, it is an aggregate of individuals demand for education in
respect of all individuals within the society. It is not always possible particularly in large societies, to
assess individual demand for education. In practice, therefore, social demand approach relies on a
projection of past trends in demographic aspects of population and the enrollment at the different
levels of education.

Social demand approach is thus capable of revealing the number of students with differently types
of professional preparations that may be a given target date, based on past experiences. Projections of
social demand for education are contingent upon given levels of:

e Income of educated people,
e Taste and references of household for education,
e Demographic characteristics such as fertility and mortality,
e Direct costs of education,
e Student grants, and
e Existing standard of admission to various levels of education.
Added to these constraints, there are the perennial problems associated with the data base on

demographic aspects at disaggregated levels such as districts, blocks and villages and data on wastage
and stagnation in education, and intensity of utilization of existing educational facilities.

Social demand approach thus suffers from the difficulties associated with any futurological
exercise.

Rate of Return Approaches: Critics of social demand approach argue that the decision to choose
more or less of education, beyond a legal school-learning age, is made by an individual who attaches
a positive value to the present and the future benefits of education. Aggregate of individuals demand
for education, which is constructed the social demand for education, should then be based exaggerate
of individuals assessment of benefits of education-reflecting the social benefits.
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This brings us the rate of return approach to education:

Rate of return approach looks upon education as a contributor to productivity and this sense, it is
expected to facilitate investment decisions in education whether or not the students should undergo
more schooling, or whether or not the state should invest more and expand educational facilities.

Like in the rate of return on investment analysis, rate of return on investment in education is used
to expand educational facilities until schooling equalizes.

e On the one hand yield of investment in different types of education, and
e On the other hand yield of investment in education vis-a-vis other sectors of economy.
The analysis, however, is confined to formal education only.

Estimation of rate of return involves the calculation of internal rate of return which equates the
present value of returns earned throughout the future active life with cost incurred soon after investment
decision is made. There are thus three parameters involved in the estimation of rate of return.

e Costs of Education,

e Return on education, and

¢ Discounted rate (Used in discounting future returns to arrive at present value).
Variety of conceptual issues are involved in the estimation of these three parameters.

Costs of Education: Economic analysis of investment in education has a simple two element
taxonomy of cost:

(i) Direct Costs and (if) Indirect Costs
Direct Costs: The direct costs again have the two elements:
(1) Private expenditure on education, and (2) Public expenditure on education.

Private expenditure on education is the expenditure incurred by the individuals pursuing educa-
tion which includes items such as tuition fees, cost of the books, extra room and board expenses and
out-of-pocket expenses. It is relatively easier expenditure on these items.

Public expenditure on education is what the Government spends on creating, expanding and
maintaining educational facilities. Public expenditures may be divided into recurring and non-
recurring items of expenditure. Recurring expenditure consist of items such as salaries of teaching and
non-teaching staff, maintains expenditure, office expenditure including the contingencies and the
expenditure on student welfare. Non-recurring expenditure comprises costs of building, plant and
equipment, library and sports complex. In the case of recurring expenditure, apportioning salaries of
teaching staffs lecturing so students in more than one discipline is a problem, as it requires an
assessment of workload distribution which is not uniform among the various educational institutions.
Non-recurring expenditure poses two sets of problems; one imputing costs to any particular cohort of
students. Second, appropriating costs imputed to any cohort among students belonging to various
disciplines, as all students may not use each and every facility in an accidental manner. For example,
social sciences students do not use laboratories.

Indirect Costs: Indirect costs may be viewed from both private and social angles. From the private
angle it is the earning foregone by individual students while attending schools. There are a variety of
conceptual issues involved in estimating earnings and in attributing it to a particular level of
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education. Estimation of foregone earnings is even more difficult, as it calls for identification of all
possible avenues of employment and possible earnings there from, and assessment of money value of
foregone leisure. This necessitates subjective valuation of earning and leisure.

The social view of Indirect Costs involves estimation of opportunity costs of public expenditure on
education. There are no standard procedures in the estimation of social indirect costs.

Return to Education: Direct monetary benefits to educations are the extra life-time earnings
received that can be attributed to schooling.

Observed earnings differentials of any education program, say college education, can at best
constitute a first approximation to the true earnings differentials attributable to college education.
This is because intelligence, family wealth, parents’ education and earnings and the motivation play
an important role—more than education per se isolating the effect of all such factors and estimating
the true earnings differential between differential attributable to any given level of education is a
difficult task.

As for earning data on only on the past and present returns are available. To estimate future returns
it calls for intelligent guess regarding productivity and growth in incomes. Any assumptions on the
secular rate of growth of earnings differential between high school and college students may have a
crucial effect on the rate of return to college education.

Computation of the life time earning also necessitates adjustment for education specific unemploy-
ment and mortality rates, which is a difficult task as no data exist in this regard. This apart, monetary
gain to an individual over his life time should be measured by his disposable income—income net of
taxes. Anticipating future tax structures for different streams of life time income is not an easy job.

Indirect Monetary Benefits: Education definitely influences the earnings from the first job.
Earnings from the subsequent jobs are not all dependent on initial education. Rather, they are
dependent on the skills acquired through on-the-job training and other in service training. Additional
earnings attributes to such training are thus indirect to initial education. Such training, however, is
dependent on initial level of education, although the nature of on-the-job/in service training received
need not necessarily be the same for all individuals with identical initial education. Isolating effect of
such training on the future earnings from the life time earnings to a given initial education, in
computing returns to a given level of education, is a difficult job.

Human capital in educated workers is often used to increase the productivity of co-workers. For
example, an educated worker may improve production techniques and the office procedures which
may improve the efficiency of all other workers and lead to an increase in the overall productivity.
Corrections should therefore be made to add productivity related earnings gain of all the lesser
educated who may benefit from the education and skill of the workers who causes improvement in
production, as other workers are indirect by products of education and such benefits are not captured
by the recipients of education.

If the earnings of the private returns is extended to include all benefits received by the recipients
family, then there are other forms of indirect monetary benefits such as:

e Child care services—During the period of child is at the school the parents have free time to
further their economic interests, and

e Generational transmission of education—Educated parents facilitates inherited aptitude for
schooling among their children and effective home instructions which save expenditure on the
private tuitions.
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It is easier to visualize numerous such miscellaneous indirect benefits. The problem, however, is
that of quantifying monetary gains from such benefits.

Non-Monetary Benefits: There are some non-monetary benefits accrue to the individual pursuing
education. Education may, for instance, alter and modify taste, preferences and outlook leading to
cultural up gradation. Likewise the education may facilitate individuals to take up more satisfying job
with higher prestige and greater independence and less of stress and strain. In fact, the attraction of
such psychological returns as compared with the monetary returns of white collared jobs which swells
the number seeking them among the educated.

More other non-monetary benefits of education are not captured by the educated individual.
Rather, they benefit the society. These benefits are categorized as ‘externalities’. The educated mind
is trained to inquire and questions, and to accept authority by default. This aspect of education is
expected to strengthen democratic principles, and reduce the chances of losing collective and indi-
vidual freedom of the society. Likewise, education causes better understanding and appreciation of
the importance of health and hygiene thus leading to improved health standards of the society at large.
Proponents of education even argue that schooling improves social order.

Education causes quality improvement in labour. Given other factors of production, including the
physical capital endowments, growth of the economy can come about only through the improvement
in the quality of labour. Education this contributes to economic growth.

Non-monetary benefits of education are all qualitative in nature. They are not amenable to
quantitative measurement.

Discount Rate: While the cost of the education are included at the beginning, return to education
accrue over the life time. In the computation of the internal rate of return which is used as a criteria
for making investment decision on education, there is a need to discount future returns to arrive at
their present value. Rate of return to education thus depends on the discount rate used for discounting
future returns.

In case of private returns the discount rate could be:

e Either the rate of interest which an individual borrow for financing education.
e Or the rate of return from the best possible alternatively to investment in education.

Here aging there is no. of possible alternatives and there is no objectives criterion for making
choice among the alternatives.

Choosing a discount rate in respect to the social returns is even more complicated. This is because,
apart from the economic criteria, welfare consideration also enters the calculus to the determination
of an acceptable social rate of discount.

Limitations of Rate of Return Approach: Apart from the conceptual issues associate with
parameters involved in the estimation of rate of education and difficulties associated with the
availability of data, there is a no. of other limitations associated with this approach.

The primary limitation is the indeterminacy of the signal it generates for the educational planning.
Rate of return analysis is only indicative of relative policies. It does not facilities value judgment
among the different projects in the priorities ordering. In particular, when it comes to making a
choice among non-among comparable projects, rate of return approach is an extremely defective tool.
Even within the education, because of sequential hierarchical linkages, it is difficult to make decision
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on how much to invest at the each level purely based on rate of return analysis and without any
references to backward and forward linkage of the level of education concerned.

Rate of return analysis does not take cognizance of supply and demand of skills in the labour
market. Excess supply (or excess demand) is likely to cause distortions in the occupation education
profiles and hence affect the life-time earnings profile. These distortions are likely to vitiate the
signals made available by the rate of return analysis which may ultimately lead to a wrong set of
choice in education.

To an economist, education is the only a screening device in analyzing the process of human capital
formation. Even there is no unanimity among scholars with regard to the filtration function of the
education. In the view of this, it is doubtful whether rate of return to education could be used as an
effective tool in making investment decision within education sector as well as among the different
sectors of economy with education included as a sector.

Manpower Requirement Approach: The fundamental axioms of manpower requirements
approach is that there is a definite link between the education and economic growth and that lack of
skilled manpower in required number impedes growth.

In this approach an attempt is made to forecast future requirements of educated manpower to fulfill
a future target of Gross National Product (GNP) or specified targets of industrial production. Based
on the forecasts of educated manpower requirement over a specified period, the planners would then
indicate the directions of development of the educational sector over the same specific period.

The basic steps involved in this exercise are as under:

e Anticipating the directions and the magnitude of development of each individual sectors of the
economy.

e Evolving norms of the employing manpower in each individual sector keeping the view the
technological options—Present as well as future—for each sector of the economy.

e Translating the physical targets for the development of each individual sector into the man-
power requirement using the sector specific manpower norms.

e Estimating the educational; equivalents of the manpower requirement.

e Analyzing the implications of estimates of educated manpower requirements for educational
development, based on assumptions regarding the enrollment rates, transitions probability and
wastage and the stagnation rates at the each level of education.

Limitations of the Manpower Requirement Approach: The first limitation assumes that the
educated manpower of different types are used in fixed proportions and that there no substitutions
possibilities among the various categories of educated manpower.

The second limitation is that it postulates a definite link between an industrial task and an
educational level. Prices, either in terms of cost of producing educated manpower or in terms of
salaries and wages of educational people do not play any role in matching demand with supplies of
educated manpower in this brand of educational planning. This makes the good sense if formal
education and training is the only means of producing educated manpower. If there are alternative
ways of producing a given category of skilled manpower, then prices play a significant role and the
manpower requirements approach fails to take cognizance of this respect. In the Indian context, even
in the case of highly skilled occupation where graduate level engineers are required, it has been
observed that over 30 per cent of the manpower do not have the basic minimum qualification. They
have reached these levels through on-the-job training and such other informal training, in the
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requisite skills. Such persons are categorized as “practical” and these practical are to be found in every
occupation.

The crucial information in all forecasting exercises is the assumptions about the distant unknown
future. Any error in judgment, in this regard, will seriously affect manpower balances at a later date
resulting in either excess supply or excess demand. In the context of educational planning, excess
demand is relatively easier to manage. Excess supply, on the other hand, leads to serious economic
and sociological problems which are often difficult to deal with.

3.5 HUMAN RESOURCE PLANNING PROCESS

Often we express that the most important asset in organization is our people. Without the right people,
it is unlikely that even the most comprehensive and business plans/strategies will deliver negative
performances. The vast majority of organization comes when the right people with right knowledge,
skills and behaviour are deployed throughout an organization.

HR planning is how to achieve that match of skills, knowledge and behaviours. It is about:

e Developing an understanding of everything possible about the internal and external environ-
ment and how these will affect our current and future workforce. It is about understanding the
make up of our current workforce and the necessary skills, capabilities and aptitudes that will
be required to achieve business outcomes in our current and changing environment.

e [tis about assuring that we link our human resources strategies with business outcomes and that
our workforce plans reflect those initiative/strategies and provide our managers with a frame-
work for making informed decisions in line with our managers with a framework for making
informed decisions in the line with our mission, strategies plan and financial resources.

e Also, it provides the opportunity for longer term thinking about future service pressures and
needs, and what you need to do now to get workable strategies in place not only for the
employees development, but for strategies financial and human capital management.

HR planning has a critical role to play in delivering improved services and is an important issue for
an organization.

At its simplest, HR Planning is a planning process and analytical capability to measure and
compare the current workforce (supply or faces) with the future workforce (demand or space). This
planning process provides insight into the best policies and initiative needed to improve the overall
human resources system. It has a critical role in developing personnel requirements/data elements,
which should be linked to strategic organizational planning, budgeting processes and all recurring
recruitment needs, training recruitments and planning activities.

There is no one set of model of workforce planning but the underlying concepts are similar. All
models are concerned about analyzing your current workforce, and then extending that analysis to
identify the future skills and competencies needed to deliver new and improved services that are
aligned with achieving the organizational mission. (Demand and supply analysis) The comparison
between the present workforce and desired future workforce will highlight your shortages, surpluses
and competency gaps, whether due to external pressure or internal factors. (Gap Analysis) These gaps
become the focus of each detailed workforce plan in identifying and implementing strategies that will
build the relevant skills and capacity needed for organizational success.
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An ideal Human Resources Planning System should be:

e Holistic in its approach linked with strategies planning and budget process.

e Built around our service needs and skills required to deliver quality service.

e Responsive to change variables i.e., economic, technological, political, environmental mandate.
e Supportive of continual learning and development concepts.

Data driven that allow for scenario building because of changing assumptions for different
desired outcomes.

Process of an Integrated Workforce Planning System Uses Future Requirements and Current
Workforce Information

Fig. 3.1 Human Resources Planning

Future
requirements

Scenarios
Positi Determining Minimize
ositions gap the gap
Current Transition plan
supply —>{ Hiring plan
Training plan
People
Recruitment bonus Shaping tools
Relocation bonus -
| Retention bonus ]
External Education incentive
labour market New technology
Constraints
Human resource planning system Budget/_Labour
constrains Policy: Constraint or variable

Before beginning the human resources planning process, you have to need to have a firm grasp on
main drivers for workplace planning and any influence of those drivers on the human resources
planning exercise being done. These drivers set the context for everything you will be looking at
throughout this process. The four main drivers for any human resources planning are:

Organization Directions: Includes the organizational plans, budget forecasts new technology,
working practices, organizational culture and reward systems.

Internal labour: Which includes a determination of human resources profile by multidimensions
(gender, age, grade, occupations, length of services etc.); identification of any internal management
issues like retention, separation, promotion patterns, etc. identify potential area of our workplace that
are vulnerable to current or future skills gaps imbalances and look at geographical issues that could be
the cause of issues identified. All of these factors have implications for recruitment and retention of
our workforce across the organization.
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External Labour: Demographic change in our potential workforce is affecting both the demand
for services and workforce supply to fill our vacancies.

Business Change: Technological changes are leading to changes in service/information delivery,
way of working and the skills needed in the workforce. Consequently, this will change the competen-
cies for positions and how we need to recruit, hire and engage our current and future workforce.

The scope of human resources planning is to build a longer term context within which short-term
staffing decisions can be made. Human resources planning is a living process and needs to be
periodically reviewed in order to respond to changing circumstances. Regular monitoring will ensure
that organizational element will avoid strategic drift and ensure that organization’s human resource
planning remain current. This process is still about the ensuring that sufficient people with the right
skills are in place to deliver a seamless service to the internal and external stakeholders.

Five Phases for Human Resources Planning

Analyzing: What are the key human resources information needed?
Forecasting: Demand versus supply analysis.
Planning: Identification of stretogy

Implementing: Exemling the new stratogy

R R

Evaluating: Feedback on effective of outcomes.

Phase 3-Analyzing: What are the key human resources information needed?

The over all human resources planning system should be well thought out, systematic and well
documented. The effectiveness of planning depends on the detail, accuracy and reliability of the
information sources. It is important to identify all factors that could influence future demand for
output/services as well as competencies of the internal and external supply of labour. Information
gathered during the analyzing phase must be reliable and accurate as this will be the basis of the
forecasting phase.

The begin the analyzing phase; there are four information sources that will provide key human
resources information needs. These includes; Organization direction and environmental factors
(demand analysis); internal and external labour (supply analysis). Each sources is listed below and
provides the ways to collect this information. The organization simply analyzing the supply (current
workforce profile) against the demand (future workforce profile).

Suggested checklist for organization information:

e Demand Analysis.

e Strategic plan/Business priorities.

e Internal or External reports that could affects business outcomes.
e Budget Estimates (Short-Term and Long-Term).

e Plans for New Technology.

e Employee Survey Information.

e External Contract Services.

e Organization Culture.

e Changing Competencies.
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Suggested checklist for organization’s environmental factors information:

Political expectations

Demographic changes

Influence of technology on work

Changes in economic forecasting

Analysis current and future level of accountability

Suggested checklist for organization’s internal and external labour profile information:

Supply Analysis
Internal

e Age and gender distribution

e Retirement rates

e [ocation of the workplace

e Diversity characteristics

e Length of service

e Resignation rates

e Internal career paths
External

e Labour trends
e Internal vs. External acceptance rates

Phase 3-Forecasting: Demand versus Supply analysis

Forecasting is considering the future needs of organization. One of the most useful outcomes of this
phase is the identification of potential problems or issues facing your organization. This analysis will
be based on the data collected from the information sources in the analyzing phase. The result of this
phase will help to develop the gap analysis and emergent strategies to manage the future. It involves
the identification of any predicted changes and/or developments that may result from demand and
analysis. Business elements may have varying issues identified based on needs of their organizations.
The aim is to create necessary resources/strategies to optimize the future position of organization.
There are four steps in forecasting phase; identifying key workforce assumptions, validating assump-
tions, utilizing assumptions for scenario building and performing the gap analysis.

The first step is to identify key workforce assumptions/issues for the elements based on the data/
information collected from the information sources during the analyzing phase. Ensure that all of
these forecasting assumptions describe the potential impact on business element, any inherent risks
and any likelihood of occurrence based on element culture.

The second step is to validate these assumptions by utilizing focus groups or administrating
questionnaires/interviews to various leaders in the organization. The feedback provided will ensure
that gathered assumptions are valid and based on the basic data available. Additionally, feedback
should provide insight in the reasoning behind the assumptions.

The third step is utilizing these assumptions in scenario buildings. Scenarios are a way to develop
alternative futures based on different combinations of assumptions, facts and trends that will help the
organization’s forecasting goals mentioned earlier. Scenarios are generally descriptive statements
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presenting a particular picture of the future that includes comments on the probability of certain events
occurring. Moreover, scenarios are usually accompanied by qualitative or quantitative information.

The next step after outlining best, worst and most likely scenarios is to create a preferred scenario
detailing what organization wants as an outcome taking into account the assumptions previously
identified. Additionally use the information from any warning indicators above which should be used
to monitor changes consistent with preferred outcome.

It will be useful to apply SWOT or PESTLE analysis to help through this phase. SWOT is an
acronym for Strength, Weakness, Opportunities and Treats. Strengths and Weaknesses are internal
factors. Opportunities and Treats are external factors. It is a simple technique as it uses four
perspectives for decision-making and summarization. For example what are the strengths, weakness,
opportunities and threats of your scenario? This would be done for each scenario suggesting the best,
worst and most likely outcomes. PESTLE is essentially the same technique but is useful for examin-
ing the external factors affecting a problem. The acronym stand for Political, Economic, Sociological,
Technological, Legal and Environmental.

Fig. 3.2 SWOT Analysis Model

Strength Weaknesses
Opportunities Treats
PESTLE Analysis

Political Issues
Accountability
Equal Opportunities
Diversity
Partnership working

Economic Issues
Skill Shortage
Cost of Living

Social Issues
Changing customer expectations and needs

Technological Issues
Innovation

Changing Demographics Communication

Changing employee expectations and needs i.e., New Way of working
work-life balance issues
Inequalities and deprivation

Qualifications, skills and competencies

Legal Issues Environmental Issues

Service obligations Increased awareness and expectations
Employment legislation

Environmental

The tools (SWOT and PESTLE) are useful for handling the qualitative data. Either tool will help
to organize and promote thinking about issues or problems that are facing the organization. It will
help to clarify/identify the organizations future trends and to apply to those trends to the organization
to help explicitly identify any underlying assumptions and to set priorities. The using the SWOT
analysis, step one is to identify organizations assumptions and utilize the matrix using the demands
and supply information obtained in the analysis phase. Step two is to identify organizations
assumptions/key workforce issues from step one and take into account the potential impact on your
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business elements, potential impact on assumptions, risk inherent in the assumptions and the likeli-
hood of its occurrence.

The final phase of forecasting is performing Gap Analysis. After completing your preferred
scenario the organization need to look back at your current workforce and your future demands to
identify any gaps in skills, people needed to meet preferred scenarios etc. Demand is based on the
preferred scenario and competencies/skills need to meet demand requirements. The Gap Analysis
should indicate the skills gap, surplus any recruitment issues and retentions issues to meet the demand
etc. Organization should continue this exercise for each scenario until you have developed your
suggested strategy/initiative/action to deal with the preferred outcomes to meet organizations needs.

Techniques of Forecasting

The HRP must lead an organization through the process of determining how many employees the
organization needs and the characteristics that those employees should have to facilitate the accom-
plishment of organizational. Human Resources Planning is the process of determining how to staff the
organization with the right employees at the right time and in the right place. HR planning is
increasingly indistinguishable from organizational strategic planning in those organizations where
human capital is the critical factor in organizational success. For the purposes of discussion and
explanation in this section, it is assumed that organization has completed its strategic-planning process
and determined its strategic goals and objectives.

The purpose of workforce planning then becomes to determine the characteristics needed in the
organization’s workforce to facilitate achievement of those objectives. In this scenario, workforce
planning is strategic planning at the HR level and involves similar processes, including a SWOT
analysis, which occurs at the organizational level. In simplistic terms, the HR function must deter-
mine the numbers and types of employees needed and evaluate the availability of both internal and
external individuals having the correct characteristics. Based on these analyses, a determination can be
made as to the proper HR programmatic activities required to achieve the correct workforce compo-
sition. Workforce planning then involves three stages: forecasting workforce needs, determining
internal and external supply of employees, and developing appropriate strategies to achieve forecasted
needs in relationship to projected supply. These three processes are discussed in the following
sections.

Forecasting Workforce Needs

The organization’s strategic plan and allied business plan provide guidance as to the number and type
of employees that the organization needs during the planning period. Expansion, retrenchment, new
products or services, introduction of new technology, entrance of new competitors in the market,
economic conditions, employee retirements, workforce turnover, and so forth must be considered
when forecasting workforce needs. Forecasting is the process of using both historical data and
predicted scenarios to determine workforce needs during a stated planning period. Following is a
discussion of several forecasting methods that are often used.

Trend Analysis

Trend analysis involves studying historical organizational employment levels to predict future
employment levels. For example: If, on average, employment levels in the organization have increase
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5% per year, it might be logical to forecast a 5% increase for the next planning period. A more
accurate forecast using this method might be to evaluate trends in separate departments or other
organizational subentities and then aggregate the increases (or, potentially, decreases) at the organiza-
tional level. Doing so provides more specificity as to not only the numbers of employees but also the
types of employees needed.

Trend analysis assumes that history will repeat itself. In today’s more volatile times that might not
be the case. However, trend analysis provides some data on which a final forecast can be made.

Ratio Analysis

Ratio analysis is a forecasting technique that assumes a set relationship between one variable and
another, and that the relationship allows for the prediction of workforce needs. Assuming no increases
in productivity, an organization might be able to predict total workforce requirements based on
predicted total sales or total productivity. For example: If, historically, it takes five employees for
each 100,000 unit of product produced, a projected increase of 1,000,000 units per year will require
an additional 50 employees.

Organizations often have standard staff tables that can be used in ratio analysis. As an example, a
restaurant chain would know how many servers, cooks, managers, and so forth are needed to staff a
restaurant. Based on a projected expansion in terms of number of restaurants, increase in workforce
needs can be forecast.

Turnover

Analysis of historical turnover—in reality a type of trend analysis—provides additional data for
forecasts. Average turnover rates provide an indication of the number of new employees required just
to maintain current employment levels. Obviously, turnover is affected by many environmental
factors, most notably unemployment rates, so other variables must be considered when using these
data for forecasting.

Nominal Group Technique

The nominal group technique is a group-forecasting and decision-making method that requires each
member of the group to make an independent forecast prior to discussion of any forecasts. Members
of the group meet and independently develop a forecast. Each member must present his or her
forecast before any of the forecasts are discussed. After all presentations are made and clarifying
questions addressed, the group works to come up with a final forecast.

Delphi Technique

The Delphi technique is another group forecasting method in which experts independently develop
forecasts that are shared with each other, but in this approach the experts never actually meet. Each of
the members refines his or her forecasts until a group consensus is reached.

Group Think

The nominal group and Delphi techniques are used to avoid the phenomenon known as group think.
Group think occurs when group members, in the interest of developing group cohesiveness, reach
consensus without fully considering what might be divergent forecasts.
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Managerial Judgment

Managers and executives are asked, based on their experience and knowledge, to develop forecasts.
Forecasts, like budgets, can be a top-level overall estimate or a bottom-up aggregation of multiple
departmental estimates. Top-level forecasts provide a gross indicator of needed employment levels,
but do not indicate where those employees should be allocated in the organization. Bottom-up
forecasts, provided by managers in the various departments, provide a better idea of allocation of the
workforce and the types of employees that are needed. However, bottom-up forecasts tend to
overestimate workforce needs as each manager tries to increase staff size.

Statistical Forecasts

Statistical analysis was discussed in Chapter 2 in the section on research. Various statistical proce-
dures, including regression analyses, can be used to develop forecasts based on scenarios or theorized
relationships between variables.

Computer Modelling
Many organizations use sophisticated forecasting software. This permits the organizations to evaluate
workforce needs under various scenarios.

Multiple Methods

In the final analysis, no single forecasting method is likely to be accurate every time. Most organiza-
tions use multiple methods to develop different forecasts. Ultimately, it is likely to be a top-level
manager, using intuition based on accumulated knowledge and years of experience, that makes the
final determination of the most likely forecast.

Determining Internal and External Supply of Employees

Not only must the demand for employees be determined, but workforce planning must include an
analysis of the potential supply. Forecasts must be made of the supply of candidates for jobs within
the organization and the supply external to the organization in the relevant labour market. Methods of
forecasting supply, internally and externally, are discussed in the following section.

Internal Supply

The internal supply of candidates can be determined using a number of methods, such as replacement
charts, succession plans, human resource management information systems, and departmental esti-
mates. A brief discussion of each of these methods follows.

Replacement Charts

Replacement charts are manual or automated records indicating which employees are currently ready
for promotion to a specific position. If needs are forecasted for a particular job, replacement charts
provide data with which to determine the supply of internal candidates to fill the openings.

Succession Planning

The concept of succession planning is similar to replacement charting except the time perspective is
different. Succession planning is the process of identifying candidates for future openings. It is a
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longer-term plan for developing candidates to fill positions. Traditionally, succession planning has
been reserved for only high-level positions. However, because of the increased importance of human
capital in many organizations, succession plans are being developed for the orderly replacement of
lower-level employees.

Human Resource Management Information Systems

Many human resource management information systems frequently contain data on qualifications
or skills of current employees. After workforce demand is forecast, the database can be queried
regarding the supply of potential internal candidates that possess the necessary qualifications or skills.

Departmental Estimates

Organizations are not static. Most organizations and their component departments experience constant

flows of employees both in and out. Analysis of this movement provides valuable information to

forecast internal supply. Fig. 3.3 provides the formula used to forecast internal supply within a

particular department in the organization and common sources of employee movement in and out.
Fig. 3.3 Estimated Internal Labour Supply for a Department

Current Staffing Level — Outflows + Inflows = Internal Supply

Inflows Outflows
Transfers from other departments Retirements
Hires from the external labour market Resignations
Recalls from lay-offs Death

Returns from leaves of absence and sabbaticals ~ Promotions to other departments
Transfers to other departments

Terminations

External Supply

There is a huge amount of information available to assist in the forecasting external supplies of
labour. State and local economic and workforce development agencies typically can provide data on
the labour supply availability. The department of labour has data available for virtually any location
and publishes annual forecasts of labour supply by occupation, and the Bureau of Labour Statistics
provides a wide variety of labour force information that is available online. In addition, various
professional organizations regularly analyze labour availability within their respective professions.
The availability of external candidates is affected by:

e Economic conditions.

e Unemployment rates.

e College and high school graduation rates in the relevant labour market.

e Net migration in or out of the area.

e Relative skill levels of potential candidates in the labour market.

e Competition for labour in the labour market.

e Changes in the skill requirements of the organization’s potential job openings.

You should be familiar with the various methods of forecasting both demand for and supply of

employees and candidates.
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Determination of Strategies

The analysis of demand and supply for labour leads the SPHR to develop appropriate strategies to
achieve the planned level of employment. The result of the analysis can result in one of three
conditions:

e Equality: In which case the strategy becomes one of retaining current employees.
¢ Insufficient number of employees: In which case the strategy becomes recruitment.
¢ Too many employees: In which case the strategy becomes decruitment.

Retention of employees involves strategies designed to maintain or improve job satisfaction and
organizational commitment. They are discussed throughout this entire book as they apply to a
particular program area. For example, retention strategies involve creating pay equity and providing
desired benefits when compensation and benefits strategies are being developed. Both recruitment and
decruitment (organizational exit) are discussed later in this chapter.

It would be very similar if the analysis reveals that only one of the conditions from the preceding
list exists. However, that is not often the case and the SPHR frequently finds that some departments
are currently staffed appropriately for future needs during the planning period, whereas some depart-
ments have too many employees and others too few. Thus, strategies of recruitment, decruitment, and
retention must be developed simultaneously and interdependently because the recruitment objectives
of one department can often serve to fulfill the decruitment objectives of another.

It provides a basis for understanding two major programmatic activities that are discussed later in
this chapter: recruitment and selection. Assuming that an expansion of the workforce is required,
strategy determination is affected by the forecasts of yield rates and the timeframes required for each
step in the recruitment and selection process. Yield rates are a comparison of the number of applicants
or potential applicants at one stage in the recruitment/selection process with the number of applicants
that remain available at the next stage. To determine programmatic activities and action plans, the
SPHR must work backward from the total number and types of employees that will be needed,
including dates on which they will be needed. Based on experience, moderated by any projected
changes in timeframes or yield rates, the planning process must incorporate an evaluation of the scope
and timing of activities to produce the desired results.

Phase 3-Planning: (Identification of Strategy)

After completing the surplus/demand analysis, gap analysis, scenario building exercise, SWOT
etc. you will begin the planning phase. Strategies, initiatives and programs and policies should be
developed to address the gaps identified in the analyzing phase. This will ensure that your element
will recruit, develop and retain the critical staff needed for a successful workforce plan. A few factors
should be considered when deciding upon strategies to address a workforce gap.

Human resources planning should include a wide range of strategies around staff development,
succession planning, redeployment, recruitment, technology improvement, competitive sourcing,
changes in work practices efc. The organizational HR plans should be flexible to address workforce
but it must be quite realistic.

Phase 4-Implementating: Executing the New Strategies

After organization have analyzed, forecasted and planned, it is critically important to put together
an implementation plan to carry out the planned activities included in the human resources plan. This
will be the process of using all the information gathered in the previous phases and devising a plan to
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execute the new strategies. There are a few basic considerations that should be addressed before
beginning the implementation plan. These includes organization support, allocating the different re-
sources required, clarifying the roles and responsibilities, identifying who is involved in implementing
what and where coordination among different parts of the organization or with different agencies is
needed, establishing timeliness, determining performances measures and communicating the plans.

Phase-5 Evaluating: Feedback on Effectiveness of Outcomes

Evaluation of organizations human resources plan is imperative in determining if the devised
strategies are address the gaps specified. It is important to obtain feedback concerning the effective-
ness of outcomes. There are several methods in getting feedback such as surveys, focus groups,
meetings etc. regardless of the methods, effectiveness of strategies.

CASE STUDY-I

Keeping Good People: Staffing

Given the current labour market, the costs of recruiting and hiring are becoming more apparent than
ever to organizations. After going through the difficulty of attracting and hiring talented people,
business do not want to lose them to competitions. Difficulty is staffing has created an emphasis on
retaining human resources.

Applied Industrial Technologies, a Cleveland-based business, has taken steps to reduce turnover.
Specifically, they have made self-fulfillment—the process of helping each person reach their full
potential—a central value in the organization. According to CEO John Dannemiller, the company
views its self-fulfillment mission as important as salary and benefits in motivating talented employ-
ees. He attributes a doubling in revenues over the past eight years and a turnover rate below the
industry average to the self-fulfillment program. Here is a summary of Applied Industrial’s self-
fulfillment strategy:

e The company commits to 40 hours of training each year—a significant amount.

e Applied Industrial conducts regular leadership and personality testing. The test results are used
to identify areas for personal improvement and to measure growth.

e The company offers reading lists of management books.
e Employees are reimbursed for education expenses.

QUESTIONS

1. What other actions could Applied Industrial Technologies take to improve this program?
2. Now assume that you are an Applied Industrial Technologies manager working to orient and
hire new employees.

(a) How would you orient an employee who accepts a position at applied but does not care
about the self improvement program? So far, the employee has met but does not exceed
the job requirements.

(b) What steps could you take in selection to assess whether prospects would respond effec-
tively to the self-fulfillment program? (Hint: As a start, consider individual characteristics
that might affect a prospect’s response to this type of program).
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3. Applied Industrial views its self-fulfillment program as a retention effort. Is it also a recruit-
ment tool ? What, if any, do you think are the differences between tactics designed to improve
retention versus those designed to improve attraction and recruitment?

4. Now let us assume that the labour market shift toward an increase in supply. Should Applied
Industrial continue to invest in its human resources with the self-fulfillment program? Explain
your recommendation.

Source: Dannemiller, J.C. (1998). How we keep good people. Across the Board, 35, 21.

CASE STUDY-2

Management Skills Builder: (Staffing) Issues and Exercises

The Grade 1 Company manufactures hand tools—from screwdrivers to hammer to all types of
wrenches. The company takes pride in producing the highest-quality tools for crafts people world-
wide and has exacting specifications for both mass and customized tool production. However, Grade
1 realizes that the time is takes to fulfill an order is problematic because it is not fast enough to satisfy
customers. Timing is so crucial in this industry that Grade 1 is losing clients.

A study of the issue quickly revealed the source of the problem: The Company still used a labour
intensive production system that is not computerized. Other tool companies have switched to compu-
terized production systems and production control systems that deliver comparable quality in shorter
times. Furthermore, those companies can give definite promises about product delivery dates, whereas
Grade 1 can only offer educated guesses that are often incorrect.

As a result of the study, Grade 1 has made a commitment to computerized its operations. Over the
past six months the production control system has been computerized, and everyone at Grade 1 is
excited about the potential benefits. Production and scheduling are now done by computer, and
software accurately forecast delivery dates. However, management’s excitement is tempered by the
realization that to use the system effectively employees must learn a new set of skills. Grade 1 has
offered an early retirement option to its workforce, and a number of workers have taken it. There is
now room in the production area to hire a significant number of new employees.

Consider the Issues

1. How large a role do you think personality or “fit” issues should play in Grade 1’s selection
system? How much of a role should tool production experience play? Explain your answers.

2. The Grade 1’s workers who did not take or were not eligible for early retirement may or may
not be acceptable employees under the new system. How should the company determine what
to do with its current employees?

3. How should Grade 1 assess the validity of the selection measures used to hire new employee to
work with the computerized production system?

Take Action

1. With a partner or small group, identify the characteristics that might be most important to job
performance in Grade 1’s computerized production area. Prepare a list of the best ideas and
present these to the class.
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Do It Together

2.

With a partner or small group, identify the characteristics that might be most important to job
performance in Grade 1’s computerized production area. Prepare a list of the best ideas and
present these to the class.
(i) Which selection tools should Grade 1 use in its staffing process? Consider the possibilities
with your partner or team and present your conclusions to the class. If more than one
predictor should be used, should they be ranked in order of importance?

Questions

1.

10.

After eight as a marketing assistant for the New York office of a large French Bank, Sarah
Schiffler was told that her job, in a non-revenue-producing department, was being eliminated.
Her choices: She could either be laid off (with eight months’ severance pay) or stay on and
train for the position of credit analyst, a career route she had turned down in the past. Nervous
about making mortgage payments on her new condo, Sarah agreed to stay, but after six months
of feeling miserable in her new position, she quit. Was her separation from the bank voluntary
or involuntary? Can you think of situations in which a voluntary separation is really an
involuntary separation? What are the managerial implications of such situations?

. What are the advantages and disadvantages or using seniority as the basis for lay off? What

alternatives to seniority are available as lay off criteria?

. Would an employer ever want to increase the rate of employee turnover in a company? Why or

why not?
What role does the HR department play in employee separations and outplacement?

. In an age when more and more companies are down sizing, an increasingly important concept

is “the virtual corporation.” The idea is that a company should have a core of owners and
managers, but that, to the greatest degree possible, workers should be contingent—temporary,
part-time, or on short-term contracts. This gives the corporation maximum flexibility to shift
vendors, cut costs, and avoid long-term labour commitments. What are the advantages and
disadvantages of the virtual corporation from the point of view of both employers and workers?

. Under what circumstances might a company’s managers prefer to use lay offs instead of early

retirements or voluntary severance plans as a way to down size the workforce?

. Under what set of conditions should a company lay off employees without giving them advance

notice?

“The people who actually have the face-to-face contact with the person who is being laid off are
not the ones who made the decision. They often did not have any input into which of their
people would go.” says a technician at a firm that experienced large-scale lay offs. What role
should managers—who have the “face-to-face” contact with employees—play in implementing
a lay off? Do you think managers and HR staff members always agree on how employee
separations should be handled? Why or why not?

. Managing survivors in a lay off is important. As a manager, what concerns would you have

about the surviving workforce after a lay off? How can the HR management staff be of
assistance in providing support for the survivors to a lay off?

Why should management be concerned with helping employees retire from their organization
successfully?
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Problems of the Human Resource Planning

Man power planning is not always successful, the main problems are described below:

1.

10.

Accuracy of Forecasting: Human Resource planning involves the forecasting the demand and
supply of human resources. Thus the effectiveness of planning depends on the accuracy of
forecasts. If the forecast is not correct planning will be defective. Inaccuracy depends when
departmental forecasts are merely prepare with out critical review.

Identity Crisis: Many of the organization’s human resources do not the whole process of human
resource planning. Because of this, there is generally an identity crisis. Till the specialist are
developed a strong sense of purpose, planning will be effective.

. Support of the Top Management: HR Planning requires full and wholeheartedness support

from the top management. In the absence of this support and commitment, it would not be
possible to ensure the necessary resources, cooperation and support for the success of human
resources planning.

. Resistance from the Employees: Employees and the Trade Unions resist manpower planning.

They feel that this planning increases their overall workload and regulates them through
productivity bargaining. They are also feel that it would lead to wide spread unemployment,
especially of unskilled workers.

Insufficient Initial Efforts: Successful HR Planning flourishes slowly and gradually. Some-
times sophisticated technologies are forcefully introduced just because competitors have adopted
them. These may not be possible unless matched with the needs and environment of the
particular enterprises.

. Management Information System: Effectiveness of planning depends on the reliability of the

information system. In the most of Indian industries, HR Information System has not fully
developed. In the absence of reliable data it would not be possible to have effective planning.
Uncertainties: It is the risky to depend on general estimates of manpower in the face of rapid
changes in the environment. Absenteeism, turnovers, seasonal employments, technological
changes and market conditions are the factors of major uncertainties which serve as constraints
to manpower planning. Although discounts are made for these factors while preparing the plan,
but these factors cannot be estimated correctly.

. Expensive and Time Consuming: HR planning is an expensive and time consuming process.

Employers may resist manpower planning feeling that it increases the cost of manpower.

Coordination with other Managerial Functions: There is general tendency of manpower plan-
ners to remain aloof from the other operating managers and become totally absorbed in their
own world. To be effective man power planning must be integrated with other management
functions.

Unbalanced Approach: Many human resources experts give more importance on the quantitive
aspects of manpower to ensure that there is adequate flow of people in and out of the organiza-
tion. The over look the qualitative aspects like career development and planning, skill develop-
ment, morale etc. are overlooked by them. Such unbalanced approach affects the effectiveness
of the human resources planning.

Thus the human resources planning suffer from above problems while implementing HR planning
in the respective organizations.
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Conclusions

The quality and effectiveness of the organization is determined by the quality of the people that are
employed. Success for most organizations depends on finding the employees with the skills to
successfully perform the tasks required to attain the company’s strategic goals. Management decisions
and processes for dealing with employees are critical to ensure that the organization gets and keeps the
right staff.

In order to get the most out of staff, human resource management integrates all processes,
programs, and systems in an organization designed to ensure that employees are acquired and used in
an effective way. These are the key HR processes in an organization. You will note that these
processes do not function in isolation: HR management functions within the culture of the organiza-
tion. And of course; the organization is impacted by its environment. By paying careful attention to
these facts, an organization can recruit competent, high-performing employees who are capable of
sustaining their performance over the long-term.

HR planning is the strategy for the acquisition, utilization, improvement and preservation of an
organization’s human resources. It relates to the establishment of job specifications or the qualitative
requirement of the jobs, determining the number of personnel required and the developing the sources
of supply of manpower. The objectives of the HR planning is to maintain and improve the organiza-
tion’s ability to attain its goals by developing the strategic purporting to magnify the contributions of
human resources regularly in the foreseeable future. In addition, the manpower strategist should take
into account the considerations including the organizations objectives demanding specific type of
manpower required for the market situations, and the features of existing human resources in the
organizations. As these factors are constantly changing, the human resources strategy has to be
constantly reviewed and modified if necessary. Considering HR Planning in this concern, this is
seems to be very dynamic and continuous process. HR Planning is not considered as isolation. It is an
integrated strategy which involves long-term as well as short-term decisions. This is an integral part
of the process of setting and meeting corporate objectives.

HR Planning not only can be a strategic tool, it can also help establish an organization’s sustainable
competitive advantage. Retaining good workers has become even more important as it is projected
that there will be a shortage of nearly a million workers in near future. Achieving competitive success
through people requires a fundamental change in how managers think about their employees and how
they view the work relationship. It involves seeing employees as “partners” not just as costs to be
minimized or avoided.
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CHAPTER

ATTRACTING THE TALENT:
THE RECRUITMENT AND SELECTION

4.1 INTRODUCTION

In the present business environment, organizations are faced with the pressure to produce more with
fewer resources. Employees, on whom an organization’s profitability depends, comprise the largest
fixed cost that an organization incurs. In the past, individuals used to work with one or two
organizations during their entire working life (averaging between 20-30 years). Organizations too
used to believe in the lifetime employment concept. However, such concepts are being eroded as a
result of the unpredictable business environment. Hence, organizations have to evolve methods not
only to improve productivity but to also keep the costs down.

On the human resources front, productivity can be improved by ensuring that the organization
attracts the best talent at the lowest possible cost. This objective translates into the adoption of the best
recruitment and selection methods and instituting measures to retain and develop them. Further, a
quantitative measurement of recruitment and selection effectiveness has to be conducted to prove
one’s point. With respect to quantitative measures to improve HR effectiveness, the field is still in its
nascent stages. Nevertheless, a few approaches and metrics have been developed and applied among
several organizations.

This book provides insights on some of the recruitment and selection methods, which have been
found to have a greater correlation with employee suitability and performance levels with the
organization’s needs. It also provides an overview of survey results conducted in different parts of the
world to reveal the most popular and effective methods of recruitment and selection being applied
along with requisite analysis. For a comprehensive account of hiring strategies, it is suggested that
this book may be read in conjunction with the other volume titled, Effective Recruitment: Concepts
and Cases (also published by ICFAI University Press), which includes a suite of articles pertaining to
hiring metrics. These two books, read together, can provide a number of innovative ideas, in addition
to conceptual articles and cases for developing a coherent recruitment strategy to fit the needs of
organizations. Leading a corporate recruitment or staffing function is not easy. Maneuvering through
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corporate politics, planning processes, strategy development, managing relationships with internal
and external constituencies, designing and implementing effective metrics, as well as leading,
motivating, and managing a team of recruiting and staffing experts is a very significant task. Planning
and managing an effective recruiting function depends upon your ability to plan and manage against
demand...using the concept of workforce planning you will be able to more effectively plan,
organize, and manage your organization’s recruiting and staffing systems. The basis of all great
recruiting and staffing excellence is the understanding that recruiting is really about building and
cultivating relationships. As recruiting and staffing leaders, we have to build and cultivate relation-
ships with many different constituencies.

A strong international economy has raised competitive pressures on companies to hire and retain
quality employees. Employers may be tempted to make recruiting statements that are less than fully
accurate or complete; many companies still face a continuing unmet demand for skilled workers.
“Indeed, in the service sectors experiencing the most intense expansion—construction, health care,
consulting, engineering, finance, and education—the fight for talent continues”. Employers needing
to compete for service professionals face pressure to describe their current and potential financial
health as favourably as possible when trying to recruit and retain quality workers.

People are the assets on which competitive advantage is built, whether in the public or private
sector, whether in the corporate world or in the world of education. In the words of the latest theory
on human resource management, people are an “inimitable” asset. People and their skills is the one
thing that competitor organizations cannot imitate. So human resource management and the practices
associated with it have become accepted by managers in all forms of organizations as one of the most
important strategic levels to ensure continuing success. The most valuable asset of any large organiza-
tion is high-caliber employees. Finding right people and putting them at right jobs is the most
important challenge for any organization. At the stage of Human Resource planning, as we have
already discussed in the previous chapter, the human resource requirement is forecasted, keeping in
the mind the forecast the function of attracting the best available talent is carried out by an organiza-
tion. It involves functions like, recruitment, selection, induction etc.

4.2 WHAT IS RECRUITING?

Once the required number and kind of human resources are determined, the management has to find
the places where required human resources are or will be available and also find the means of
attracting them towards the organization before selecting suitable candidates for jobs. All this process
is generally known as recruitment.

Some people use the term ‘recruitment’ for employment. Recruitment is only one of the steps in
the entire employment process. Some others use the term recruitment for selection. These two terms
are not one and the same either.

Technically speaking the function of recruitment precedes the selection function and it includes
only finding, developing the sources of prospective employees and attracting them to apply for jobs in
an organization, whereas the selection is the process of finding out the most suitable candidate to the
job out of the candidates attracted. Formal definition of recruitment would give clear cut idea about
the function of recruitment.

Recruitment is defined as, “a process to discover the sources of manpower to meet the requirements
of the staffing schedule and to employ effective measures for attracting that manpower in adequate
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numbers to facilitate effective selection of an efficient workforce.” Edwin B. Flippo defined recruit-
ment as “process of searching for prospective employees and stimulating them to apply for jobs in the
organization.”

Those definitions can be analyzed by discussing the processes of recruitment through systems
approach.

Objectives of Recruitment

1. To attract people with multi-dimensional skills and experiences that suits the present and future
organizational strategies.

To induct outsiders with a new perspective to lead the company.

To infuse fresh blood at all levels of the organization.

To develop an organizational culture that attracts competent people to the company.
To search or head hunt people whose skills fit the company’s values.

To devise methodologies for assessing psychological traits.

To seek out non-conventional development grounds of talent.

To search for talent globally and not just within the company.

e Al

To design entry salary that competes on quality but not on quantum.

H
e

To anticipate and find people for positions that does not exist yet.

Sub-systems of Recruitment

The recruitment consists of the following sub-functions:

1. Finding out and developing the sources where the required number and kind of employees will
be available.

2. Developing suitable techniques to attract the desirable candidates.

[98]

. Employing the techniques to attract candidates.

4. Stimulating as many candidates as possible and asking them to apply for jobs irrespective of

number of candidates required.

Management has to attract more candidates in order to increase selection ratio (i.e., number of
applications per one job vacancy) in order to select the most suitable candidates out of the total
candidates. Recruitment is positive as it aims at increasing the number of applicants and selection is
somewhat negative as it selects the suitable candidates in which process the unsuitable are automati-
cally eliminated. Though, the function of recruitment seems to be easy, a number of factors make
performance of recruitment a complex one.

4.3 CORPORATE MISSION, OBJECTIVES, STRATEGIES AND TACTICS
(MOST) AND RECRUITMENT

Corporations have started linking their Mission, Objectives, Strategies and Tactics (MOST) to the
functions of recruitment and selection. The economic liberalizations and consequent competition
through quality and services necessitated the companies to search for and attract competent human
resources. Corporations focusing on new business development will have to seek entrepreneurial
abilities. Companies chasing growth alliances should employ people comfortable in different cultural
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backgrounds. Above all, companies must hire for the future, anticipating jobs that may not be in
existence yet. Recruitment managers must focus for attitudes and approaches that fit the corporate
goals and culture.

Recruitment Policy

Recruitment policy of any organization is derived from the personnel policy of the same organization.
In other words, the former is a part of the latter. However, recruitment policy by itself should take
into consideration the government’s reservation policy, policy regarding sons of soil etc. Personnel
policies of other organizations regarding merit, internal sources, social responsibility in absorbing
minority sections, women etc.

Recruitment policy should commit itself to the organization’s personnel policy like enriching the
organization’s human and handicapped people of the society. The policy must incorporate motivating
the employees through internal promotions, improving the employee loyalty to the organization by
absorbing the retrenched or laid off employees or casual/temporary employees or dependents of
present/former employees etc. subject to their capabilities.

The following factors should be taken into consideration in formulating recruitment policy. They
are:
Government policies;
Personnel policies of other competing organizations;
Organization’s personnel policies;
Recruitment sources;
Recruitment needs;
Recruitment cost;

Nk -

Selection criteria and preference etc.

Impact of Personnel Policies on Recruitment Policies

Recruitment policies are mostly drawn from personnel policies of the organization. According to
Dale Yodar and Paul D. Standohar general personnel policies provide a variety of guidelines to be
spelt out in recruitment policy. After formulation of the recruitment policies, the management has to
decide whether to centralize or decentralize the recruitment function.

Centralized vs. Decentralized Recruitment

Recruitment practices vary from one organization to another. Some organizations like commercial
banks resort to centralized recruitment while some organizations like the Indian Railways (for junior
level positions) resort to decentralized recruitment practices. Personnel department at the central
office performs all the functions of recruitment in case of centralized recruitment and personnel
departments at unit level/zonal level perform all the functions of recruitment concerning to the jobs of
the respective unit or zone.

Merits of Centralized Recruitment

1. Average cost of recruitment per candidate/unit should be relatively less due to economies of
scale.
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2. It would have more expertise available to it.

3. It can ensure broad uniformly among human resources of various units/zones in respect of
education, skill, knowledge, talent etc.

4. It would generally be above malpractices, abuse of powers, favourites, bias etc.

5. It would facilitate interchangeability of staff among various units/zones.

6. It enables the line managers of various units and zones to concentrate on their operational
activities by relieving them from the recruitment functions.

7. It enables the organizations to have centralized selection procedures, promotional and transfer
procedure etc.

8. It ensures the most effective and suitable placement to candidates.

9. It enables centralized training programs which further brings uniformity and minimizes aver-
age cost of staff.

Despite these advantages of centralized recruitment some organizations resort to decentralized

recruitment for the following reasons:

Merits of Decentralized Recruitment

1. The unit concerned concentrates only on those sources/places where it normally gets the

suitable candidates. As such the cost of recruitment would be relatively less.

2. The unit gets most suitable candidates as it is well aware of the requirements of the jobs

regarding cultural, traditional, family background aspects, local factors, social factors etc.

3. Units can recruit candidates as and when they are required without any delay.

4. The units would enjoy freedom in finding out, developing the sources, in selecting and

employing the techniques to stimulate the candidates.

5. The unit would relatively enjoy advantage about the availability of information, control and

feedback and various functions/processes of recruitment.

6. The unit would enjoy better familiarity and control over the employees it recruits rather than

on employees selected by the central recruitment agency.

Both the systems of recruitment would suffer from their own demerits. Hence, the management has
to weigh both the merits and demerits of each system before making a final decision about centraliz-
ing or de-centralizing the recruitment. Alternatively management may centralize the recruitment of
certain categories of employees preferably middle and top level managerial personnel and decentralize
the recruitment of other categories of employees’ preferably lower level positions in view of the
nature of the jobs and suitability of those systems for those categories of positions. The management
has to find out and develop the sources of recruitment after deciding upon centralizing or decentralizing
the recruitment function.

In conclusion there is no hard and fast rule what type of recruitment is to be followed. The
organization can be international, multinational, government or private each of them follows the
methodology what they consider it as effective.

Factors Affecting Recruitment

Both internal and external factors affect recruitment. The external factors include supply of and demand
for human resources, employment opportunities and/or unemployment rate, labour market conditions,
political, legal requirement and government policies, social factors, information systems etc.
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The internal factors include the company’s pay package including salary, fringe benefits and
incentives, quality of work life, organizational culture, career planning and growth opportunities, size
of the company, company’s product/services, geographical spread of the company’s operations viz.,
local, national or global, company’s growth rate, role of Trade Unions and cost of recruitment.

Recruiting process: Recruiting is the process of generating a pool of qualified candidates for a
particular job. It is a set of activities an organization uses to attract candidates who have the abilities
and the attitudes needed to help the organization achieve its objectives. Some essential groundwork
including the internal factors and external factors need to be laid before the recruiting process can
begin.

Internal Factors

Preparing a detailed job description must complement the initial step of identifying specific human
resource needs. The job description is a legal requirement and assists the HR manager in screening
candidates. The direction the company goes from there will depend greatly on the corporate philosophy:

e Will the company look internally or externally to fill its employment needs?
e Does the company believe in hiring the most qualified candidates, regardless of background, or
does it aspire to be an industry leader when it comes to workforce diversity?
e Will the firm try to sell itself as a high wage, high search, or high training as identified by
Stigler?
Meshing this philosophy with existing company policies and practices gives the recruiter the
necessary base from which to proceed to the external environment.

External Factors

For legal, ethical, and practical reasons, it is critical for the recruiter to be acutely aware of the
organization’s external environment. All of these factors will play a hand in the recruiter’s strategy:

e Legal: The legal environment is constantly changing, as new laws and regulations are passed
affecting all aspects of Human Resource Management. The recruiter must abide by the rules to
avoid unpleasant government actions.

e Ethical: In keeping with the corporate philosophy identified internally, the recruiter has a
moral obligation to follow the guidelines that facilitate and further the company’s positive
corporate image.

e Practical: A wide array of avenues is open for the recruiter in seeking appropriate job
candidates. Having updated information on the composition of the labour market and economy
on both a national and local level will improve the efficiency of the effort.

All of the above considerations will lead to an efficient and effective recruiting effort for the HR
professional. The purpose of this website is to offer one of the many tools available to the recruiter:
the Internet. Although its popularity increases daily, it is by no means the end-all recruiting tool.
Many of the tried and true methods are as effective as ever, as each situation requires a thorough
analysis and a detailed plan.

Internal vs. External Recruiting

Internal recruiting is the search for in-house employees who have the abilities and the attitudes to
fulfill the requirements needed and to help the organization achieve its objectives.
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Although internal recruiting is often neglected, and the Internet hardly offers any useful discus-
sions for this recruiting strategy, it is crucial not to overlook this strategy. The discussion of internal
recruiting provides the advantages and disadvantages of this recruiting technique in comparison to the
external method.

Advantages of Internal Recruiting

® Recruiting costs: Since the recruiting machinery is focused on an already existing pool of

employees to fill a vacant position, and therefore selection and socializing processes are less
time and energy consuming, internal recruiting tends to be less expensive than external recruiting.

e Motivation: The prospect of potential promotion or transfers provides a clear sign to the

current work force that the organization offers room for advancement. This addresses the
employee’s need for self-achievement.

e Familiarity: The familiarity of the employee has a two-side effect: On the one hand the

employee is familiar with the organization’s policies, procedures, and customs. At the same
time, the organization has established an employment history showing the workers formal and
informal skills and abilities.

Why do organizations prefer internal sources for recruitment?

Internal sources include: (a) present permanent employees, (b) present temporary/casual employees,
(c) retrenched or retired employees, (d) dependents of deceased, disabled, retired and present employees.

(@)

(b)

(©)

(d)

Present Permanent Employees

Organizations consider the candidates from this source for higher level jobs due to:
1. Availability of most suitable candidates for jobs relatively or equally to the external source.
2. To meet the trade union demands.
3. To the policy of the organization to motivate the present employees.

Present Temporary or Casual Employees

Organizations find this source to fill the vacancies relatively at the lower level owing to the
availability of suitable candidates or trade and pressure or in order to motivate them on the
present job.

Retrenched or Retired Employees

Generally a particular organization retrenches the employee due to lay off. The organization
takes the candidates for employment from the retrenched from the retrenched employees due to
obligation, trade union pressure and the like. Sometimes the organizations prefer to re-employ
their retired employees as a token of their loyalty to the organization or to postpone some inter-
personal conflicts for promotion etc.

Dependents of Deceased, Disabled, Retired and Present Employees
Some organizations with a view to developing the commitment and loyalty of not only the
employee but also his family members and to build up an image to provide employment to the

dependents of deceased, disabled and present employees. Such organizations find this source as
an effective source of recruitment.
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Why Do Organizations Prefer Internal Sources?

Organizations prefer this source to external source to some extent for the following reasons:

(a) Internal recruitment can be used as a technique of motivation.

(b) Morale of the employees can be improved.

(c) Suitability of the internal candidates can be judged better than the external candidates as
“known devils are better than unknown angels.”

(d) Loyalty, commitment, a sense of belongingness, and security of the present employees can be
enhanced.

(e) Employees’ psychological needs can be met by providing an opportunity for advancement.
(/) Employees’ economic needs for promotion, higher income can be satisfied.

(g) Cost of selection can be minimized.

(h) Cost of training, induction, orientation, period of adaptability to the organization can be reduced.
(i) Trade unions can be satisfied.

(j) Social responsibility towards employees may be discharged.

(k) Stability of employment can be ensured.

But organizations do not excessively rely on internal source as too much consumption of even
sugar tastes bitter. The excessive dependence on this source results in inbreeding, discourages flow of
new blood into the organization, organization would become dull and back number without innova-
tions, new ideas, excellence and expertise. Hence, organizations depend on internal source to the
extent of motivating and then depend on external sources.

Where are suitable candidates available in required number? How can they be informed about the
availability of jobs and about the jobs and organization? Now, we deal with first question as the
answer to it deals with the sources of recruitment and answer to the second question deals with the
techniques of stimulating the prospective candidates (or techniques of recruitment).

Generally, the learners of human resources management may feel that sources and techniques of
recruitment are one and the same. But they are different. Sources are those where prospective
employees are available like employment exchanges while techniques are those which stimulate the
prospective employees to apply for jobs like nomination by employees, advertising, promotion etc.
Management has to find out and develop sources of recruitment as early as possible because of high
rate of time-lapse.

Disadvantages of Internal Recruiting

e Inbreeding: One drawback of extensive internal recruiting is the reduced likelihood of innova-
tion and new perspectives. A lack of new employees from the outsides leads to a lack of new
ideas and approaches.

e EEO Criteria: A use of the internal pool for the consideration of vacant positions can lead to
conflicts with the Equal Employment Opportunity Commission. The organization has to ensure
and continuously check its balance of a diverse workforce. This has to relate to the
organization’s legal, political and geographical environment.

e More training: Internal recruiting demands a higher degree of employee training. In order to
develop the skills needed to train the current workforce in new processes and technologies, the
organization has to provide a more expensive training program.



70  Human Resources Management

External Sources of Recruitment for Organization

External Sources Include: (a) Campus Recruitment, (b) Private Employment Agencies/Consultants,
(c) Public Employment Exchanges, (d) Professional Associations, (e) Data Banks, (f) Casual Appli-
cants, (g) Similar Organizations, (4) Trade Union.

Campus Recruitment: Different types of organizations like industries, business firms, service
organizations, social or religious organizations can get inexperienced candidates of different types
from various educational institutions like Colleges and Universities imparting education in Science,
Commerce, Arts, Engineering and Technology, Agriculture, Medicine, Management Studies etc.

Trained candidates are recruited with different specialization in subjects, like engineering, medi-
cine from the training institutes of State Government or National Industrial Training Institutes for
Engineers or Vocational Training Centers.

Most of the Universities and Institutes imparting technical education in various disciplines like
engineering technology, management studies provide facilities for campus recruitment and selection.
They maintain the bio-data and performance required of the candidates. Organizations seeking to
recruit the candidates from this source can directly contact the institutes either in person or by post
and stimulate the candidates to apply for jobs. Most of the organizations using the source perform the
function of selection after completing recruitment in the campus of the Institute itself with a view to
minimizing time lapse and to securing the cream before it is attracted by some other organizations.

Campus Recruitment Techniques: Companies realize that campus recruitment is one of the best
sources for recruiting the cream of the new blood. The techniques of campus recruitment include:

1. Short listing the institutes based on the quality of students intake, faculty facilities and past
track record.

Selecting the recruiting team carefully.

Offering the smart pay rather than high pay package.

Presenting a clear image of the company and the corporate culture.

Present the company but do not oversell the company.

Getting in early. Make early bird flu.

Focusing on career growth opportunities that the company offers to the recruits.

P NN R WD

Include young line managers and business school (B-school) and engineering School (B-
school) alumni in the recruiting team.

9. Build the relationships with the faculty, administrators and students to grab them before the

rivals do.

Private Employment Agencies/Consultants: Public employment agencies or consultants like
ABC. Consultants in India perform the recruitment functions on behalf of a client company by
charging fee. Line managers are relieved from recruitment functions so that they can concentrate on
their operational activities and recruitment functions is entrusted to a private agency or consultants.
But due to limitations of high cost, ineffectiveness in performance, confidential nature of this
function managements sometimes do not depend on this source. However, these agencies function
effectively in the recruitment of executives. Hence, they are also called executive search agencies.
Most of the organizations depend on this source for highly specialized positions and executive
positions.
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Public Employment Exchange: The Government set-up Public Employment Exchanges in the
country to provide information about vacancies to the candidates and to help the organizations in
finding out suitable candidates. The Employment Exchange (Compulsory Notification or Vacancies)
Act, 1959 makes it obligatory for public sector and private sector enterprises in India to fill certain
types of vacancies through public employment exchanges. These industries have to depend on public
employment for the specified vacancies.

Professional Organizations: Professional organizations or associations maintain complete bio-
data of their members and provide the same to various organizations on requisition. They also act as
an exchange between their members and recruiting firms in exchanging information, clarifying
doubts etc. Organizations find this source more useful to recruit the experienced and professional
employees like executives, managers, engineers.

Data Banks: The Management can collect the bio-data of the candidates from different sources
like Employment Exchange, Educational Training Institutes, Candidates etc. and feed them in the
computer. It will become another source and the company can get the particulars as and when it needs
to recruit.

Casual Applicants: Depending upon the image of the organization, its prompt response, partici-
pation of the organization in the local activities, level of unemployment, candidates apply casually for
jobs through mail or handover the applications in Personnel Department. This would be a suitable
source for temporary and lower level jobs.

Similar Organizations: Generally, experienced candidates are available in organizations produc-
ing similar products or engaged in similar business. The management can get most suitable candidates
from this source. This would be the most effective source for executive positions and for newly
established organization or diversified or expended organizations.

Trade Unions: Generally, unemployed or underemployed persons or employees seeking change in
employment put a word to the trade union leaders with a view to getting suitable employment due to
latter’s intimacy with management. As such the trade union leaders are aware of the availability of
candidates. In view of this fact and in order to satisfy the trade union leaders, management enquires
with trade unions for suitable candidates. Management decides about the sources depending upon the
type of candidates needed, time lapse period, etc. It has to select the recruitment technique(s) after
deciding upon source.

The Recruitment Process

Interviews are a crucial part of the recruitment process for most organisations. Their purpose is to
give the selector a chance to assess you and for you to demonstrate your abilities and personality. It’s
also an opportunity for you to assess them and to make sure the organisation and position are right for
you.

The recruitment process for most organizations follows a common theme: applications/CVs are
received, either online or by post; and candidates are short-listed and invited for interview. The
interview format can vary considerably and may include an assessment centre and/or tests. The
number of interviews also varies. Some companies are satisfied after one interview, whereas others
will want to recall a further shortlist of candidates for more. If successful at the final interview stage,
you will receive an official job offer.
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Interview format

Interview format is determined by the nature of the organization, but there are various standard
formats.

Chronological interviews

These work chronologically through your life to date and are usually based on your CV or a
completed application form.

Competency-based interviews

These are structured to reflect the competencies that an employer is seeking for a particular job (often
detailed in the recruitment information). The chances are you will have focused on these in your
application form. This is the most common type of interview for graduate positions today.

Technical interviews

If you have applied for a job or course that requires technical knowledge (e.g., positions in engineer-
ing or IT) it is likely, at some stage in the selection process, that you will be asked technical questions
or have a separate technical interview to test your knowledge. Questions may focus on your final year
project and your choice of approach to it or on real/hypothetical technical problems. You should be
prepared to prove yourself but also to admit to what you don’t know (stress that you are keen to
learn).

Case study interviews

Used largely by consulting firms, these can range from a straightforward brainteaser to the analysis of
a hypothetical business problem. You will be evaluated on your analysis of the problem, how you
identify the key issues, how you pursue a particular line of thinking and whether you can develop and
present an appropriate framework for organizing your thoughts. There is no perfect way to solve each
problem and how you reach your solution is often more important than the solution itself.

The Generic Overview

PHASE 1-Identification of prospective candidates
Job boards
Candidates references
Application received for job
postings
{

PHASE II-Candidate profiling and assessment
Skill sets & Degree of dif ficulty

Market acceptance for the skill

Candidate expectation

f

PHASE IlI-Candidate selection technical screening
Taking references
Making the Offer
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{

PHASE IV-Candidate induction process
Sending the employment
Agreement
Assigning the candidate to
the BDM
{

PHASE V-Candidate hand holding and on
project support

Preparing for Interview

Conducting mock interview

‘Just in time’ training on cutting edge Technology
Looped Feedback Mechanism

while at client site to ensure

“null redundancy”

Fig. 4.1

Recruitment Process Flowchart (Internal)
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Complexity and Challenges of Recruitment

Performing the function of recruitment i.e., increasing the selection ratio is not as easy as it seems to
be. This is because of the hurdles created by the internal factors and external factors which influence
an organization. The first activity of recruitment i.e., searching for prospective employees is affected
by many factors like:
1. Organizational policy regarding filling up of certain percentage of vacancies by internal candidates.
2. Local candidates (sons of soil).
3. Influence of trade unions.
4

. Government regulations regarding reservations of certain number of vacancies to candidates
based on community/region/caste/sex.

5. Influence of recommendations, nepotism etc. As such, the management is not free to find out or
develop the source of desirable candidates and alternatively it has to divert its energies for
developing the sources within the limits of those factors though it cannot find suitable candi-
dates for the jobs.

The other activity of recruitment is consequently affected by the internal factors such as:
Working conditions.

Promotional opportunities.

Salary levels, type and extent of benefits.

Other personnel policies and practices.

Image of the organization.

NN e

Ability and skill of the management to stimulate the candidates.
It is also affected by external factors like:

1. Personnel policies and practices of various organizations regarding working conditions, salary,
benefits, promotional opportunities, employee relations etc.

2. Career opportunities in other organizations.

3. Government regulations.

The degree of complexity of recruitment function can be minimized by formulating sound
policies. A few progressive companies in India like Larsen and Toubro, Hindustan Lever, Procter and
Gamble and a few others have exemplary policies of recruitment which even International companies
are trying to emulate. Of late Indian BPO’s and multinationals have evolved their unique methodolo-
gies in fast recruitment and selection processes.

An ideal situation is where the number of applications received will significantly outnumber the
number of post filled. The recruiter than has a wide choice and makes best efforts to match the job
requirements with individual potentials. However, the realities are different. If the recruitment is
considered as the art of attracting the best qualified people to the process and act as constraints. Some
constraints are given below:

Image of the Organization: It is well known fact that candidates will be attracted to a reputed
organization only. This has been proved particularly in the younger age group and college students
who are interested in building their careers. And also, employees are already working in reputed firms
would like to continue in such organizations. This scenario is perceived not only in India but also
universally. There is a rise in application received in IT sector companies like Infosys, Wipro
Technologies, etc. These companies enjoy the positive image in the eyes of public at large. Microsoft
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too enjoys a positive image to the point where the company receives more applications for recruit-
ment. However, not all companies enjoy such reputations. This image of a company may be perceived
as low because of its non-performances, low turnover, policies and practices that pollute the environ-
ment, poor quality products, unsafe or inadequate working conditions etc.

Attractiveness of the Job: If the job is unattractive, recruiting a large and qualified pool of
candidates will be difficult. In the recent past it has been observed that employers find it difficult to
get suitable candidates for the jobs that are considered as routine, boring, physically hazardous,
wrongly scheduled, low salary structure, lack of promotional potential etc.

Organizational Policies: Promotional policies of the organization will definitely attract the
potential applicants at the initial level but not at the higher positions. Although this is promising, once
one is hired, it may reduce the number of applications for higher positions.

Legislation: Organization should comply the existing rules and regulations governing the recruit-
ment process and cannot make any discrimination on the ground of age, religion, race, sex etc.
relating to the organizational recruitments.

Cost of the Recruitment: The cost of the recruitment is always expensive. This continuing search
for best applicants may be limited by many factors to it.

Ethical standards and manpower recruitment

The problem of regressive practices in headhunting, recruiters say, assumes the form of a vicious
circle. The challenge of acquiring large volumes of employable candidates is so immense that
organizations prefer to pass on this task to a recruitment agency. These agencies are faced with their
own share of troubles.

Some of the challenges they face are

1. Most candidates lie to varying degrees on their CVs. When recruiting in large numbers, this
leads to a real screening near impossible task. Candidates may consider their CVs to be
advertisements of their skills and achievements, and they project all sorts of unbelievable
information. This may be acceptable to a marginal extent but not in excess when the informa-
tion crosses the line to become absolute lying. Databases at educational institutes are also not
available which makes it difficult to trace candidates’ academic records. This is especially true
of older candidates being considered for higher positions.

2. The rapidly multiplying of job websites is something of a problem. Corporate companies often
cut out of costs by pointing out that the resumes received from the Recruiting agency are
already available on the websites and are not genuinely compiled data base.

The manpower recruiting consultancies quickly became competitive and the instinct to survive and

deliver results much faster led to some unethical operators indulging in business malpractices. These
led to candidates being shown the door by IT majors Wipro, IBM, for manipulating their resumes.

Experts are saying that such incidents are commonplace and sometimes take place with the
knowledge, and even the active connivance of the recruitment agency. Confidentiality and respecting
the clients’ interests must be the priority of the headhunting organizations. Some of the methods that
recruitment agencies are currently using are questionable. The recruitment industry has been coming
up in a big way but of late the ethical problems are coming into focus.
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Headhunters and search agencies in the West have long been grappling with the malaise of
unethical recruitment practices. This has percolated into the Indian recruiting industry. However,
there is a growing realization among organizations and industry bodies in India which are confident
of coming out with some sort of systematic reforms.

Recruiting agencies need to realize that while wrong practices might help in the short-term, flash in
the plan operators will not be able to do well in the long-term. But recent incidents have created
mistrust of reputed organizations in some of the headhunters because of their unreliable work.
However, the experts refuse to participate and waste time in finding out cunning recruiters. They
attribute the current problems to declining standards of ethics concerning three parties namely
candidates, the agencies and organizations.

Some CEOs of reputed recruiting organizations expressed the opinion that there needs to be a good
system to address complaints strictly. The relevant associations are working some methodology to
ensure that all its members are completely ‘above board’ and do not indulge in professional malprac-
tices. Organizations need to be careful about the consultants that they work with and be careful about
hard bargaining or going for low cost recruiters.

The realistic reason for the problem is that there is a skilled manpower shortage particularly in a
booming economy of some developing countries like India.

Organizations and recruiters must put in fair practices act to eliminate unethical practices which is
not going to be possible overnight. However, with a little initiative and a strong commitment to the
cause, it is absolutely possible to reduce the recent occurrences to rare occurrences.

Recruiters to maintain ethical standards must follow:

e Maintain high moral standards and deliver full value for money to the clients.

Candidate’s confidentiality is really kept confidential.

e Avoid cutting service levels to get assignments at cut prices.

e Keep away from corrupting clients’ HR people for more assignments.
Get assignments from clients by proven track record in recruitments.

Recruiting in the Internet Age

The Information Age has drastically changed the way companies recruit employees. The Internet
makes huge numbers of job seekers available to any firm with access to the Web. At the same time,
many companies increasingly rely on executive search firms to locate good candidates for important
posts. But traditional recruitment methods—from word-of-mouth to newspaper advertisements—still
work best for some firms. Here’s the low-down on each recruitment method and how you can make
it work for your business:

The Internet. Learn to love the Internet—it’s probably the greatest recruitment resource around.
By 2001, an estimated 96 per cent of U.S. companies will be recruiting on the Web. Already, more
than two-thirds of human resources professionals use the Internet to recruit.

Millions of job seekers surf the Web each week, post their resumes, fill out online applications and
even conduct email interviews. One online search firm reports that computer-assisted applicant
searches take one-third the time of traditional searches. Moreover, some evidence indicates that
applicants are more truthful over the Internet.
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But figuring out how to recruit over the Internet can be daunting. A recent search on the phrase
“employee recruitment” found more than 1 million Web pages.

Executive search firms. The executive search industry has grown rapidly in recent years, thanks
to our booming economy and the resulting labour shortage. Large corporations make up most of the
search firms’ business. But small companies, which lack the resources or recruiting expertise of larger
competitors, stand to gain even more by hiring a search firm. Since startup and emerging businesses
have fewer employees than large corporations, a bad hire hurts a growing business more than it does
a big, established company.

Executive search firms come in two varieties: retainer firms and contingency firms. Retainer firms
act as ongoing consultants to your business. They are more expensive than contingency firms, but
they commit more time and effort to your firm. Retainer search firms are generally used to find
applicants for senior management positions. Contingency firms are paid only after filling your
position. They’re more appropriate for filling mid-level openings.

Traditional recruiting methods. Don’t be so wowed by fancy technology and premium-priced
headhunters that you ignore time-tested ways of finding good talent. Often, the best prospective
employees are people you hear about from trusted friends or associates.

Likewise, an inexpensive advertisement in a trade publication or the classified pages of your paper
might draw qualified candidates to your door. Be sure that your advertisement details the work you
need to be done and the qualifications you require.

Conclusion

The main relationships between culture and recruiting are associated with employee attraction,
selection and retention. From an attraction standpoint, culture is primarily about the brand image a
company projects. Companies that take culture seriously actively market their culture to candidates.
This attracts people who will thrive in the organization and repels people who would be more
effective working elsewhere. Such efforts pay off directly and indirectly. People appeared to join the
company expecting a certain culture, and if their expectations were not met, they left. Another reason
to recruit around culture is that while job demands and requirements constantly shift, a defining
characteristic of culture is that it remains constant in the face of change. A person hired based partly
on his fit with an organization’s culture is more likely to continue on as a valuable company resource,
even if the position he was originally hired for ceases to exist. In fact, an effective organizational
culture actually helps people work together to adapt to business changes.

The challenges of attracting and retaining talented manpower exists in all sectors of business
activity, be it consultancy, manufacturer or the service sector, with each sector developing its own
perspectives based on its experiences. A sharing experience from the companies in the engineering,
chemicals, pharmaceuticals, consumer goods, consultancy and information technology sectors
revealed that though the challenges of attracting and retaining talent in such a range of companies
differed in the intensity and type, a common thread seemed to link the divergent spectrum. The
impact of the attraction/retention strategies could be presented in the form of eight vertices i.e., work
culture, job/career, team, compensation, titles, golden handcuffs, individual, values etc. There is no
mantra to retain the talent. It is important to capture the knowledge and talent in the organization by
having the systems of documenting. The organization must have to leverage the urge of employees to
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learn as a powerful retention tool. Compensation is not issue always in retentions terminology values,
work culture, career planning and job design have a key role to play in attracting and retain the
employees in the organization. The work place should mean fun and joy to the employee—not a place
that will squeeze out of an employee all that an employer can get, for the least possible returns. It is
very much important to distinguish between high performers, high potentials, and high effort, while
designing the strategies to attract and retain the employees. The strategies mapped and followed by
the each of the companies for retaining and attracting talent would also depends on the stages of
development and growth of the company.

CASE STUDY-I

Recruitment and Selection

Wanted: Enthusiastic Employees to Grow with Growing Minds. Inc.

Growing Minds, Inc. is a national chain of retail outlets specializing in creative toys and innovative
learning materials for children. The company caters to the upper end of the market and focuses on
customer service for a competitive advantage. It provides workshops for parents and children on
topics such as learning with the computer and indoor gardening and offers crafts classes ranging from
papier-mache to pottery.

Growing Minds plans to expand and to open five new retail outlets in the coming quarter. This may
mean up to 200 new hires, and the executive team wants to make sure that the best people are hired
and retained. It has issued a challenge to its retail management personnel to design a staffing process
that will accomplish these goals.

The children’s market in which Growing Minds operates demands service personnel who are
endlessly patient; knowledgeable about children, toys, and learning; and, perhaps most important,
sociable, enthusiastic, and engaging. Excellent customer service is the top priority at Growing Minds,
and obtaining the desired performance from personnels has meant a major investment in training.
Unfortunately, new workers often leave within a year of being hired. This means that the company
barely gets an adequate return on the training it has invested in its new hires. Apparently, turnover is
due (at least in part) to the demanding nature of the job. Recently, Growing Minds has been
emphasizing the establishment of work teams to improve the quality of its services, identify and fix
any problems in service delivery and brainstorm new opportunities. This approach has yielded better
than anticipated results, so the team concept will be central to the new outlets.

Critical Thinking Question

1. How can Growing Minds attract the best applicants for jobs at its new retail outlets? On what
groups, if any, should be company’s recruiting effort focus? How should the recruiting be
done?

2. How should Growing Minds select the best candidates? What type of characteristics and
measures should be used? Why?

3. How might Growing Minds socialize its employees so that they are attuned to the firm’s culture
and plans for the future?

4. How might Growing Minds address its retention problems?
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5. Students who have worked in a result setting, particularly one focusing on children and/or
excellent customer service, share with the class the worker characteristics they found most
important in that experience.

Divide into groups of three or four to identify possible sources of Growing Minds’ employee
retention problem. What could be done in the staffing process to address this problem ? Each person
in the group should list at least one possibility. Compile the best ideas produced by the group and
present them to the class

CASE STUDY-2

Recruitment and Retention

A medium-sized company with turnover of around Rs. 1000 crore is into manufacture of semiconduc-
tors and has a plant each in Pune and Goa, respectively. The corporate office is located at Mumbai.
The company is a private limited company and the promoters hold the majority of the stake. The
organization has recently recruited a new Head-HR, Mr. Stanley Joseph, to revamp the HR strategies.
Mr. Joseph after reviewing the existing status decided to focus on the recruitment policy, since he
rightly identified that attracting the right manpower is the first step towards building competent
human assets for the organization.
The new HR policy is as follows:
e Purpose: The purpose is to ensure availability of adequate resources to attain better productiv-
ity and profitability.
e Coverage: It covers all levels in the organization for recruitment of permanent and temporary
employees.
e Policy:
Recruitment of permanent staff of XYZ shall be made as per the manpower budget

prepared every year or employee requisition duly approved by the Chief Executive Offic-
ers (CEO).

An annual plan has to be prepared by a departments and units and sent to the HR
department in the corporate office.

The respective project leaders, in coordination with the HR department, would procure the
resources required for various projects in accordance with the annual plan.

For any requirement that is not a part of the formal plan, the concerned project leader has
to forward the additional requirements to the HR-Head, who would then submit it will his
inputs to the CEO for approval.

As regards recruitment for any position, the order of priority would be as under:
» Experienced people within the organization (internal resources).

» Candidates referred by the employees, employee referred (in case of recruitment
employees concerned would be given monetary rewards, after three months
joining of the new recruit, as motivational.

» Open recruitment, i.e. recruitment through advertisement, etc.
The policy guidelines regarding recruitment of temporary staff are as under:
» The CEO would authorize the recruitment of staff on temporary basis.
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» The period of recruitment of temporary staff cannot exceed six months or the
duration of project, whichever is earlier. However, on a case-to-case basis.

» A committee consisting of the concerned departmental head or Project Leader,
Head-HR, and Vice President (Operations) would conduct the selection process
to carry on the recruitment.

All employees with prior work experience will be on probation for a period of one year, while new
recruits will be on probation for a period of one and half years. Probationary experience of employees
will be considered for the purposes of performance appraisal and promotion. The probation period
can be extended, based on the recommendations of the appraising and reviewing authorities.
Employees would be confirmed in the service of the company after successful completion of the
probation period.

The company’s recruitment policy aims at attracting and retaining the best available talent in the
industry so that the appropriate quality and number of employees are available at the right time.

Objectives: The objectives of the recruitment policy are:
e To ensure that all positions identified in the organization are staffed by persons with the skills,
knowledge, experience, and qualifications required to perform them effectively.
e To provide career opportunities for deserving personnel in line with their skills and potential.
e To infuse fresh talent, skills, and competencies in the organization to help enhance its capabilities.
Manpower planning: Manpower plans will be prepared annually for each department by respec-
tive department heads along with the budgeting process. The budget year for the purpose would be the
company’s financial year. The parameters to be considered for compilation of manpower include:
Level of business operations.
Staffing requirements in terms of quality and numbers.
Existing staffing strength.
Planned promotions/transfers.
The CEO will approve the final manpower plan, while the Head-HR will be responsible for
monitoring and implementation of the approved plan.

Manpower sources: For each of the positions identified and depending on the type of vacancy and
skills required, the appropriate source of suitable personnel required for the position will be deter-
mined. The recruitment sources include:

Direct recruitment

Advertisement in newspapers, magazines, etc.

Universities and educational institutions for entry-level professional positions where no experience
is necessary.

e Display on company notice board (if considered appropriate).

e Placement consultants: The placement consultants should counduct personality development
programs for the potential applicants. They should focus & is to evable the participants to identify
their strength, build thir confidence, develop thir personality and develop thir analytical skills.

o Employee gets employee scheme: The existing employee can refer names of candidates for
various positions being displayed on the notice board. If the candidate is selected, he or she will
get rewarded with a one-time cash award of Rs. 2,500.
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CONCEPT REVIEW QUESTIONS

Explain the term placement. And discuss its importance in the organizations.

Define induction discussing in detail the components of an employee induction programme.
What measures should be taken to make the induction programme a success in the organization?
What are the advantages and disadvantages of promoting employees from within the company?
Why do employers transfer employees?

What is the voluntary retirement scheme? Write a note on it.

Bring out the differences between lay off and retrenchment.

Give a note on conditions that prompt the dismissal of an employee.
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CHAPTER

SOCIALIZATION,
MOBILITY AND SEPARATION

5.1 INTRODUCTION

Socialization is the process by which an individual learns to appreciate the values, abilities, expected
behaviours and the social knowledge essential for assuming an organizational role and for participat-
ing as a member of the organization. Socialization is commonly treated as one of the learning process.
By which an individual can learn how to behave in explicit (policies and procedures) and implicit
(cultural) expressed environments. It takes place over the period of time, not as a discrete event.
Actual and anticipatory socialization are vitally important in all our lives. Eventually, as the managers
and professionals, the person will be responsible for the socialization of the new comers and subordi-
nates in his/her organization.

The individual joining in any new organization develops new values, attitudes and behaviour
appropriate for membership. The problems associated with entrances into and adaptation to work
organizations is issues of the adult socialization. One of the most important periods of adult
socialization is on the boundary of as new organization ready to become a member. Organizational
socialization is the process of becoming accepted members is a reciprocal process; individual adapts,
but so does the organization.

Fig. 5.1 The Socialization Process
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Individual with certain image of themselves when entering the organization. This, undergo changes
and they interact with organization and learn new tasks and roles. Organizational life gives opportu-
nities to test her knowledge and skills and to assess his/her own strengths and weakness. Members
often require the development of new values appropriate to the position. To become successful
members, the individual must accommodate, at least to some degree, the goals, value and practices of
the organization. It is very important to establish the individual’s values, expectation, behaviour
patterns and achievement orientation. The member has to adjust about the personal characteristics,
behaviour and performance of the individual. Frequently both the individual and the organizations
have some influences in the selection process with more effective socialization and integration.
socialization is a two-way process. It continuously modifying the individual’s behaviour based on the
degree of change effected in the organization and in their agents of socialization is directly related to
the new situation with which individuals are exposed.

Socialization leads to higher expectations on the part of the individuals about their organizational
roles than can be fulfilled. The individuals should be realistic in recognizing that entering into any
organization may lead to some gain and some losses. The socialization process requires the abandon-
ment of certain past values, attitudes and behaviour patterns that may have been part of the self-image
cultivated by the individual. The organizational socialization can be underdone, appropriately done,
or over done. If it is underdone, appropriately done, rebellion and alienation on the part of individual
who rejects all the norms and values of the organization. The rebellious individual is dissatisfied with
both himself and with the organization; where the individual totally confirms to the organizations,
unquestionably perpetuating and demanding acceptance of the exciting goals, values and practices.
The goal of the appropriate socialization should develop creative individualism where the person
generally accepts the key goals, values, and norms of the organization but also retains the desire to
seek changes and improvement.

Concept of Mobility

Mobility is an organizational activity to cope with the changing organizational requirements like
change in organizational structure, fluctuation in requirement of the organizational products, intro-
duction to new methods of work etc. Mobility in an organizational context includes mainly “promotion”
and “transfer’. A sometimes demotion also comes under mobility. Thus the promotion, transfer and
separation functions provide workforce flexibility, mobility required in view of the normal “life-
cycle” as well as the varying needs of functioning of the organization. There may be the numerous
factors responsible for frequent adjustment of or shifting of workforce. This may occur because of the
changes in the boundaries of the department and relocation of individuals, jobs and departments’.
Moreover, the increase and decline in the volume of production and employment cause an adjustment
of workforce. Basically internal mobility is necessary to match the employees’ skill and requirements
with the requirements of the job and those of the organization continuously. Internal mobility is
needed because of the these reasons i.e., (Change in job structure, job design, change in technology,
mechanization, expansion, diversification of production/operation, change in employee skills, knowl-
edge, abilities, aptitude, values etc. changing government roles and social and religious conditions of
the employees or the region). The external mobility refers to movement of employees from one
organization to another seeking better employment based on his skills and the requirements and the
needs of the various organizations. Employees resort to external mobility techniques and the organi-
zations resort to external candidates when the chances of the suitable placement on the either side or
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both the sides are non-existence within an organization. An employee prefers internal mobility as
long as he is sure of getting suitable placement/employment within the organization. Similarly,
organizations may resort to internal mobility until they find suitable candidate to different jobs.

Purpose of Mobility

Mobility serves the following purposes:
e To improve organizational effectiveness,
e To maximize employees efficiency,
e To cope with changes in operation, and

To ensure discipline.

5.2 PROMOTIONS

The employees are given the promotions to higher posts and positions as and when vacancies are
available or when new posts are created at the higher levels. It is quite common in all types of
organizations. It is the product of internal mobility of the employees due to change in organizational
processes, structure etc. It is better ten direct recruitment which satisfy many human resources
problems of the organization and helps in achieving organizational objectives. Promotion means
higher position to an employee who carries higher status, more responsibilities and higher salary. The
higher status and salary is the two most important ingredient of any promotion. It is an advancement
of employee to a higher post with greater responsibilities and higher salary, better service conditions
and thus higher status.

Purpose of Promotion

e To motivate employees to higher productivity.

e To attract and retain the services of qualified and competent people to recognize and reward the
efficiency of an employee.

e To increase the effectiveness of the employee and the organization.

e To fill up higher vacancies from the within the organization.

e To built loyalty, morale and the sense of belongingness in the employee.

e To impress upon others that opportunities are available to them too in the organization, if they
perform well.

Promotion Policy

We have seen policy is the guideline for action. Policy varies with organization. So the promotion is
very sensitive to employees, it is very essential. The promotion policy should clearly stated, widely
circulated, and fully explained to their employees. The promotion policy which influences the
number of factor of the organization such as, morale, motivation, turnover of the personnel in the
organization. The personnel department of the organization must develop an effective promotion
policy. This should be in written, flexible subject to situations. In order to make the promotion policy
successful, it is necessary that the employees’ assessment and confidential reporting system should be
objective as far as possible so that every employee has faith in promotion policy and hence induced
for better performance to get promotion.
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The promotion policy should consider merit, potential and seniority of the employees. The merit
factor requires a good procedure for evaluating the performance of the employee. The performance
of the each employee should be appraised periodically and should form the part of personal record.

Principles of Promotion

Promotion is a double edged weapon. If handled carefully, promotion is a double edged weapon. If
handled carefully, it contributes to employee satisfaction and motivation. If it is mishandled, it leads
to discontentment, frustration, skepticism, bickering among the employees and culminates in a high
rate of employee turn over, HR department has taken the responsibility of designing, implementing
the total promotion policy in an organization. The policy of promotion should be clear in the

following matters:

The management must take it clear where to fill-up higher positions by internal promotions or
recruit people from outsides. Generally speaking, top positions by external recruitment. The
lower positions should however, are filled up by promotions from within.

When it has been decided to fill-up higher positions with promotions, further decisions on
determining the basis of promotion should be made by the management. The basis of promo-
tion may be seniority or merit or both.

The merit’s are:

It is easy to administer.
There is less scope for subjectivity or arbitrariness in fixing seniority.
Labor Unions welcome seniority based promotions.

Seniority and experience go hand in hand; therefore, it is right and proper to make promotions
on this basis.

Subordinates are willing to work under an older boss who are given many years of service to
the company.

Loyalty is rewarded.

Demerits are:

Seniority is no indication of competence.

In spite of judicial pronouncement, there are no single criteria for fixing the seniority of an
employee.

Young and competent people get frustrated and might leave the organization.

If the competency is the basis for promotion, an employee whose performance is the best, as
revealed by performance appraisal, is promoted. He or She beats all others by his or her merit is
rewarded.

The merits of promotion by competency:

Efficiency is encouraged, recognized and rewarded.
Competent people are retained because better prospects are open to them.
Productivity increases.

The disadvantages of promotion by merit are:

Discontentment among senior employees.
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e Scope for favouritism.
e [oyalty and length of service are not rewarded.
e Opposition from union leaders.

5.3 DEMOTION

Demotion is the opposite of promotion. It is a downward movement of employees in the organiza-
tional hierarchy with lower status and lower salary. It is the downwarding process and is insulating to
an employee. Demotion is the punishment for incompetence or mistake of serious nature on the part
of the employee. It is serious types of the penalty or punishment and should be given rarely and only
under exceptional circumstances and tactfully. Demotions may be necessary under the following
conditions:

e When the organization reduces activities, officer occupying certain posts are demoted.

e Errors in the promotions already made are corrected through demotions.

e [t may be necessary to use demotions as a tool of disciplinary action against erring employees.

The tool of demotion should be used only when it is absolutely necessary. However, there should

not be any injustice to any of employees in this regard. Demotions should be made for genuine
reasons. Promotions are easily as they affect their status, career and position. Demotion usually
treated as an insult and naturally resented by the employees in one way or the other. It is, therefore,
desirable to avoid demotions as far as possible. Demotions should be an exception but not the normal
rule of the organization.

Demotion Policy

Demotion is very harmful for the employee’s morale. It is an extremely painful action, impairing the
relationships between people permanently. While effecting the demotions, managers should
extremely careful not to place himself on the wrong side of the fence. It is therefore, very necessary
to formulate a demotion policy so that there may be no grievances on the part of the unions and the
employee concerned.

Yoder, Henemann, Turnbull and Stone has suggested a five fold strategy relating to the demotion
of the employees in an organization.

1. A clear list of rules along with the punishable offences be made available to all the employees.

2. Any violation be investigated thoroughly by a competent authority.

3. In case of violation, it is better to state the reasons for taking such punitive actions clearly and

elaborately.

4. Once violation is proved, there should be a consistent and equitable application of the penalty.

5. There should be enough room for review.

Demotions should have serious impact on need fulfillment. Needs for esteem and belongingness
are get frustrate leading to a defensive behaviour on the part of the person demoted. There may be
complaints, emotional turmoil, inefficiency or resignations. Hence, demotions are very rarely
resorted to by managers. Manager prefers to discharge the employees rather than face the problems
arising from the demotions.
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5.4 TRANSFER

One of the internal mobility of the employee is transfer. It is lateral movement of employee in an
organization by the employee. Dale Yoder has defined transfer as “A transfer involves the shifting of
an employee from one job to another without changing the responsibilities or compensation”.
Transfers of employees are quite common in all organizations. This can also be defined as a change in
job within the organization where the new job is substantially equal to the old in terms of pay, status
and responsibilities. Transfers of employees can possible from one department to another from one
plant to another. Transfer may be initiated by the organization or by the employees with the approval
of the organization. It can be also due to changes in organizational structure or change in volume of
work, it is also necessary due to variety of reasons. But broadly can be done either to suit the
conveniences of organization and to suit the convenience of employees.

The purposes of the Transfer: The transfer are generally affected to build up a more satisfactory
work team and to achieve the following purposes:

e To increase the effectiveness of the organization.

e To increase the versatility and competency of key positions.

e To deal with fluctuations in work requirements.

e To correct incompatibilities in employee relations.

e To correct, erroneous placement.

e To relieve monotony.

e To adjust workforce.

e To punish employees.

Types of Transfers most of the transfers generally carried out four types of transfers which are

discussed below:

Production Transfer: Such transfers are resorted to when there is a need of manpower in one
department and surplus manpower in other department. Such transfers are made to meet the company
requirements. The surplus employees in one department/section might be observed in other place
where there is a requirement.

Replacement Transfers: This takes place to replace a new employee who has been in the
organization for a long time and there by giving some relief to an old employee from the heavy
pressure of work.

Remedial Transfers: As the name suggest, these transfers are made to rectify the situation caused
by faulty selection and placement procedures. Such transfers are made to rectify mistakes in place-
ment and recruitments. If the initial placement of an individual is faulty or has not adjusted to
work/job, his transfer to a more appropriate job is desirable.

Versatility Transfer: Such transfers are made to increase versatility of the employees from one
job to another and one department to another department. Transfer (Job Rotation) are the tool to train
the employees. Each employee should provide a varied and broader job experiences by moving from
one department to another. This is for preparing the employee for promotion, this will definitely help
the employee to have job enrichment.
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Transfer Policy

Every organization should have a fair and impartial transfer policy which should be known to each
employee. The responsibility for effecting transfers is generally entrusted to an executive with power
to prescribe the conditions under which requests for transferred are approved. Care should be taken to
ensure that frequent or large scale transfers are avoided by laying down adequate selection and
placement procedures for the purpose. A good transfer policy should:

Specifically clarify the types of transfers and the conditions under which these will be made.
Locate the authority in some officer who may initiate and implement transfers.

Indicate whether transfers, i.e., whether it will be based on seniority or on the skill and
competency or any other factor.

Decide the rate of pay to be given to the transfere.

Intimate the fact of the transfer to the person concerned well in advance.
Be in writing and duly communicated to all concerned.

Not be made frequently and for sake of transfer only.

A sound, just and impartial transfer policy should be evolved in the organization to govern all
types of transfers. This policy should be clearly specified so that the superiors cannot transfer their
subordinates arbitrarily and subordinates may not request for transfers even for the small issues. The
management must frame policy on transfers and apply it to all the transfers instead of treating each
case on its merit. Such a policy must be based on the following principles:

1.
2.

10.

11.
12.

5.5

Transfer policy must be in writing and be made known to all the employees of the organization.

The policy must very clearly specify the types and the circumstances under which company
initiated the transfer will be made.

. Basis of the transfer should be clearly mentioned in the policy, whether it will be based

seniority or on the skill and the competency or any other factors.

. It should indicate the executives who will be responsible for initiating and approving the

transfers.

. The policy should specify the region or unit of the organization within which transfers will be

administered.

. The effect of the transfer on the pay and seniority of the transferred employee may be clearly

evaluated.

. It should be prescribed in the policy whether the training or retraining is required on the new job.
. Transfer should be clearly defined as temporary or permanent.
. The interest of the organization are not to be forgotten in framing a policy of transfer.

Reasons for the mutual transfer of employees or reasons to be considered for the personal
transfers should be specified.

The fact of the transfer should be intimated to the person concerned well in advance.
Transfer should not be made frequent and not for the sake of transfer only.

PLACEMENT

After the employee is hired and oriented, he/she must be placed in his/her right job. Placement is
understood as the allocation of people to the job. It is assignment or re-assignment of an employee to
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a new or different job. Placement includes initial assignment of new employees and promotion,
transfer or demotion of present employees. The placement is arising out of promotion, transfer,
demotion. Assignment of new employee to a job apparently seems to be simple task. The employer
advertises inviting applications from candidates for a specific post. The advertisement contains job
description and job specifications in detail. When a candidate has selected, it is logical that individual
is placed in a position that was advertised earlier. But the task of placement is not that simple it
appears. Times are changing. Changes in the work ethics reflecting the demand for meaningful work.
All these factors are causing organizations and individuals to determine the placement process more
closely. We are entering the age when applicants must be considered for several jobs rather than one.

From the managerial perspective, the task is to understand and capitalize on each person’s indi-
vidually. Since, human attributes vary along many relatively independent ability, interest, biographi-
cal sketch and the personality dimensions, a person’s individuality is best viewed as his/her unique
profile of scores on a variety of individual measures. Once we establish the unique profile for each
individual, people and jobs can be matched optimally within the constraints set by available jobs and
available people. If the number of individuals is large in relation to the available jobs, only the best
qualified persons can be selected and placed. On the other hand, when more jobs are available,
optimal placement is possible. Thus the number of people and the number of jobs determine the
placement process in any organization.

Placement Problems

The difficulty with placement is that we tend to look at the individual but not at the job. Often, the
individual does not work independent of others. Whether the employee works independent of others or
is dependent depends on the types of jobs. Jobs in this context can be classified into the three categories:

¢ Independent (in such activities of one worker have little bearing on the activities of the other
workers, here the placement is simple to conduct).

e Sequential (activities of the workers are dependent on activities of a fellow worker example
assembly line sequential jobs).

e Pooled (where the job are high degree of interdependence among activities. The final output of
is the result of contribution of all workers. It is team work which matters. Placement for this is
quite difficult).

Fig. 5.2 Assessment-Classification Model and Employee Placement

Collect details of the employee
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Construct his/her profile

v

Which sub-group profile to job family profile?
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Which job family profile does subgroup profile best fit?
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Assign the individual to job family

i

Assign the individual to specific job after further counseling and assessment
Source: Wayne F. Cascio and Elios M. Awad, Human Resources Management, p. 265.
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Principles of Placement

A few basic principles should be followed at the time of placement of a workers on the job. This is
elaborated below:

1. Man should be placed on the job according to the requirements of the job. The job should not
be adjusted according to the qualifications or requirements of the man. Job first, man next,
should be the principle of the placement.

2. The job should be offered to the person according to his qualification. This should neither the
higher nor the lower than the qualification.

3. The employee should be made conversant with the working conditions prevailing in the
organization and all things relating to the job. He should also be made aware of the penalties if
he commits the wrong.

4. While introducing the job to the new employees, an effort should be made to develop a sense of
loyalty and cooperation in him so that he may realize his responsibility better towards the job
and the organization.

5. The placement should be ready before the joining date of the newly selected person.

6. The placement in the initial period may be temporary as changes are likely after the completion
of training. The employee may be later transferred to the job where he can do better.

Proper placement helps to improve the employees’ morale. The capacity of the employees can be
utilized fully. The right placement also reduces labour turnover, absenteeism and also the accident
rate. Than the employee can adjust to the required environment of the organization effectively and the
performance of the employee will not be hampered.

Problems of the Placement

The main problem of placement arises when the recruiters look at the individuals but not the job.
Often the individual does not work independent of the others. Jobs in this context are classified into
the three categories:

1. Independent Jobs: In the independent jobs the non-overlapping territories are allocated to each
employee e.g., in the sales. In such situations, the activities of the one employee have little
bearing on the activities of the other workers. The independent jobs do not pose great problems
in placement. Each employee has to be evaluated between his capabilities and the interests and
those required on the job. The objective of the placement will be:

To fill the job with people who have at least the minimum required qualifications. People
should be placed on the job that will make the best possible use of their talents, given available
job or HR constraints.

2. The dependent jobs may be sequential or pooled. In sequential jobs, the activities of the one
employee are dependent on the activities of the fellow employee e.g., assembly lines are the
best example of such job.

3. Inthe pooled jobs, there is a high interdependence among the jobs. The final output is the result
of the contribution of all the workers.

5.6 INDUCTION

Socialization is the process by which an individual learns to appreciate the values, abilities, expected
behaviours and the social knowledge essential for assuming an organizational role and for participating
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as a member of the organization. Socialization is commonly treated as one of the learning process.
Induction is a learning process. Induction is a process through which a new employee is introduced to
the organization. It refers to the process of welcoming and socializing the individual into an organi-
zation. It is a process where an individual is made to feel comfortable and feel at home in the
organization. Induction is a process of integration attempted by the organization with the new
employee. The new employee can be handed over a rule book or documents of the policy procedures,
which are quite impersonal in nature, however, the employee feels the sense of belongings when
communicated personally. It is the responsibility of personnel department to execute the induction
program.

The main objectives of Induction Program:

Reduce Insecurity,

Reduced Anxiety,

Reduced Cultural Shock, and
Reduced Exploitation.

Steps of the new Induction Program

Welcomes the new comer to the organization.

Explain the over all objectives of the company and the department.
Explain the employees’ role in achieving the objectives.

Show the location or place of work.

Handover the rules and job descriptions.

Give detail the training opportunities and promotional advancement.
Discuss the working conditions.

Furnish all details regarding salary and benefits.

Guide the employees through a tour of entire of the organization.

The induction program usually done either by formal induction program and or by informal
induction program. Some large organizations follow the formal induction program, which
carefully planned induction-orientation training program helps a new employee to quickly
adjust to the new surroundings, assimilate the new culture, and Reduce Insecurity, Reduced
Anxiety, Reduced Cultural Shock, and Reduced Exploitation. In some medium and small
organizations informal induction program is carried out either by Supervisor system and or
Buddy or Sponsor system.

Elements of good Induction Programme

A good induction programme has three main elements which is described below:

1.

Introductory Information: Introductory information regarding the history of the company
and company’s products, its organizational structure, policies, rules and regulations etc. should
be given informally or in group session in the personnel department. It will help the candidates
to understand the company and the organizational policies and standards well.

. On the Job Information: Further information should be given to the new employee by the

department supervisor in the department concerned where he is placed on the job about
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departmental facilities and requirements such as nature of the job, the extent of his liability and
the employee activities such as recreational facilities, safety measures, job routine etc.

3. Follow up Interviews: A follow up interview should be arranged several weeks after the
employee has been on the job by the supervisor or a representative of the personnel department
to answer the problems that are a new employee may have on the job.

5.7 EMPLOYEE SEPARATION

Employees separate from the campus in a variety of ways. Some separations are voluntary and
initiated by the employee, such as resignation or retirement. Others are involuntary and initiated by
management, such as lay off or medical separation. The death of an employee or dismissal for cause
creates unique challenges. Each type of separation requires specific, different actions by you, though
some processes are common to all. Your common sense and good judgment will serve you well in
response to the special circumstances that arise with each employee’s separation. Whatever the
circumstances, every employee leaving the campus, whether voluntarily or involuntarily, should feel
they were treated with respect. Keep this goal in mind as you review the guidelines for different types
of separations in this chapter.

e Death of an Employee
e Dismissal

e Exit Interviews

e Job Abandonment

e Lay off

e Medical Separation

e Resignation

e Retirement

Death of an Employee: When an employee dies, the surviving family members or named
beneficiaries may be eligible for certain benefits. You should report the death immediately so
notifications can be made and paperwork started. It’s also important to maintain contact with the
family and offer assistance.

Retirement benefits may be due to the family and if the employee retired with a disability,
additional insurance may be due. The beneficiaries will be contacted by the offices involved.

Dismissal: Dismissal is the ultimate disciplinary action, normally used when other methods
employed to correct performance or behavioural problems have not been successful. Dismissal is
usually preceded by coaching, performance appraisal, and progressive disciplinary action. Under
circumstances of extreme misconduct, dismissal without prior warning may be warranted. Dismissal
or discharge involves separating an employee from the payroll for violation of company rules or for
inadequate performances. Discharge is often called as capital punishment for the employees and so is
considered a drastic step. This must be dealt with utmost care. Since, this leads to traumatic
experience of the employees, most of the managers should reluctant to undertake such actions.
Discharge due to unsatisfactory performance refers to persistence failure on the part of the employee
to perform his assigned job/work/duties to meet the standard for his job. It is willful violation of
organization rules and regulations by the employees. Which include indiscipline, insubordination and
dishonesty and so constitutes the major cause of dismissal.
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Separation: After a dismissal letter has been delivered, you may prepare separation documents
and start recruiting for your vacancy. Remember that discharge is the capital punishment of employ-
ment, which results in no further opportunities for correction. Be sure it is the appropriate action to
take.

Exit Interviews: Employees terminating from the campus are valuable resources. Through hear-
ing their feelings, concerns, and impressions, you collect data relevant to your department and the
campus. A meeting with employees before they leave is an opportune time to get their candid and
honest reactions to policies, systems, management, and overall working conditions.

As soon as you know an employee is leaving, schedule an exit interview meeting. Exit interviews
are used primarily for voluntary separations. During this meeting, talk about the employee’s reasons
for leaving, and how the employee feels about the job and supervision. Ask for specific suggestions
the employee may have for you and the department. Take note of anything you may want to change.
Look for trends as you receive feedback from several employees.

The exit interview process provides you and the campus with data which might not normally be
collected from employees. Use this time to your advantage and make this process a worthwhile one
for you and the employee.

Job Abandonment: An employee who does not report to work when expected or call into report
their absence for five consecutive days or more may be considered to have abandoned their position,
and may be subject to dismissal without prior discipline, as noted in the Dismissal section of this
chapter. To help you decide whether dismissal is warranted, consult with your L/ER Analyst and
consider the following:

Lay off: The purpose of the lay off is to reduce the financial burden on the organization in the
event that human resources cannot be utilized profitably. Lay off involves temporary removal from
the payroll of the people with surplus skills. According to the Industrial Act, 1947, lay off means the
failure, refusal or inability of employer on account of shortage of power, raw material or accumula-
tion of stocks, breakdown of machinery or by any reason to give employment to a workmen whose
names appear to be in master roll. The organization’s lay off policy and procedures fairly and
attempting to minimize the effects of lay offs. Implementation of a staff reduction program may be
one of the most difficult challenges you face. Therefore, the following guidelines are intended to
provide you with general information and suggestions to be used along with direct services offered by
Human Resources.

Medical Separation: When an employee becomes unable to perform essential, assigned duties of
a position as a result of a disability or medical condition, the campus is committed to providing
services to assist the employee, including efforts at reasonable accommodation. If accommodation
efforts are unsuccessful, the employee may be medically separated.

Resignation: When the separation is initiated by the employee himself, it is termed as resignation.
Although some resignation to rectify the mistakes in the procurement of personnel or to bring new
blood into the affected unit, but excessive turnover may prove costly to the organization. It is a fact
that, the investment in the recruitment, selection and training of the employees is lost due to
resignation. Employees who voluntarily separate from employment are considered to have resigned
their from employment. Requirements for the amount of notice vary, depending on the personnel
program.
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Retirement: When an employee separates service from the organization at the superannuation
age, refer the employee to the benefits staff for information on options for retirement and savings
plans. Majority of the separations are from retirements. The organizations should have the clear cut
policy regarding retirement. Employees who have rendered services to the organization for a number
of years expect the organization to provide for their future, when they have retired. Retirement of an
employee is an important event in his life also has an important impact on the organization, where the
employee worked for a major portion of his life. Therefore at the time of parting or separation there
must be an exit interview to know the improvements he wanted to be introduced in the organization.

Conducts efficient and effective employee separation programs that assist employees in
transitioning to non-Federal employment; facilitates the removal of unproductive, non-performing
employees; and assists employees in transitioning to retirement. Laying off people from work is one
of the hardest part and responsibility of being the immediate supervisor in business organizations.
Reasons may vary, like poor individual performance or simply the lack of justification for operations
to help sustain its finances. Proper protocol is however needed, such as verbal warnings and memo-
randums prior to actual execution of the decision to part ways. For the professional people who take
pride in their work and are clearly educated in the actual performance of a company, they offer a
more rational understanding of why such an occurrence would eventually get to this point. Being in
the organization itself, the employees can more or less assess overall performance and of course the
usual rumours and gossips that would get around for informal ways of gathering information. While
gossip may not be a good sign within an organization, it simply cannot be avoided. Gossip becomes
one of the more common expected components in a work place, and a place without it may seem
awkward for most organizations. Usually, this would be concentrated towards the rank and file
employees. Having it include the managers and upper managing personnel is not a good sign, and
professionalism is definitely absent. While each organization has different ways of management
styles, the usual employee would barely last in such a scenario. Organization should employ profes-
sional procedures to ensure that professional work ethics are held to minimize such unwanted
practices. While there will still be some present, containing it a level where it will not resort to a full
blown issue is something that will help allow most companies focus more on functional operations
rather than petty issues, something that most companies would surely want to see in their daily
operations.

Conclusion

Once the offer of employment is made after the selection process, and such offer has been accepted,
the next logical step is to place the individual on to the job. We have seen it in previous sections that
only those candidates who have successfully come out of all hurdles in the selection process are finally
offered the jobs. Practice of placing has become a general policy because the attrition rate in the early
stages are more. Placement play an important role, so that the new recruits are recognized,
acknowledged and welcome by the existing workers. This improve the chances of building rapport
with his colleagues and strengthen his bond with the organization. Both these go a long way of
reducing attrition rate in the initial stages of employment.

Induction is the welcoming of the new employees (processes) to make the new employee feel at
home and generate in him a feeling of belongingness to the organization. It is concerned with the
problem of introducing or orienting a new employee to his work group, supervisor and the organiza-
tion. It is the fusion of organizational goal and personal goals of the new employee. Induction can be
viewed as the socialization process. It is the indoctrination of new employee into the organizational
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culture. And helps the employees to adopt in basic values, norms and customs for becoming the
accepted member of organization and assuming organizational roles.

CASE STUDY-I

DRS Industries Ltd. is a large scale manufacturing enterprise with a staff strength of 900 operative
employees and 125 executives. The staffing policy of the company is to employ trainees at the lowest
intake level and absorb them after successful completion of training. Higher posts are normally filled
by promotion and such posts are advertised only if suitable internal candidates are not available.

The electrical division of the company was created in 1992 and seven Junior Engineers (electricals)
joined as Management Trainees in July 1992 and were absorbed after completion of six months’
training. The J.Es. were put under the charge of an Assistance Engineer (AE) who in turn reported to
the Project Manager. As per Board decision, an executive must have at least four years’ experience on
his job to be considered for promotion to the higher job.

Because of increase in workload of the electrical division, the company advertised a post of J.E.
(Electricals) seeking application from those with at least 2 years’ experience as J.E. One Mr. Bharat
Bhushan who had 3.5 years’ experience in another firm applied and got selected for the said job. He
joined the company in August 1993. After two years, the Asst. Engineer left his job and the company
inserted an advertisement in a leading paper in Oct. 1995 inviting applications from candidates with
at least four years’ experience as Junior Engineer. Mr. Bharat Bhushan who fulfilled this requirement
applied for the post through proper channel. He was called for the interview along with ten other
external candidates.

Mr. Bhushan’s performance at the interview was outstanding and he was congratulated by the
General Manager who was the Chairman of the Selection Committee. The Selection Committee
forwarded it recommendation on Mr. Bhushan’s selection to the Human Resource Department. But
the next day, three of the other Junior Engineers met the G.M. and threatened to resign if Mr. Bharat
Bhushan becomes their boss. The G.M. asked the Human Resource Manager not to issue the appoint-
ment letter to Mr. Bharat Bhushan because of the following reasons:

(i) Mr. Bharat Bhushan can’t be promoted to a higher post without completing four years’ service
in the organization.

(i) Mr. Bharat Bhushan who is junior to the seven J.Es. in the electrical division would supersede
them all which might lead to frictions in the division. Moreover, the G.M. did not want to lose
any of the J.Es.

QUESTIONS

1. If Mr. Bharat Bhushan had been an external candidate, would he have got the job of Assistant
Engineer? Why?
2. In an open vacancy, is it justified to treat the internal and external candidates differently?
3. How far do you agree with the employment/promotion policies of the company?
[MHROD, Delhi, 1997]
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CASE STUDY-2

Induction in Industry

A global company with its headquarters in the United States and business divisions all over the world
is very people oriented, and the parent company is keen to implement as many global processes as
possible, with customization to meet country-and business-specific needs. There is, for example, a
global performance and development planning scheme (appraisal) which occurs annually at the same
time across the branches worldwide. Other processes have local (country and division) components.
The aim is to make management processes as easy as possible; most of the support material and
process tracking is available online. Across the board, the responsibility for managing and developing
staff is very much vested in local managers: the HR departments do not have a ‘policing’ role. All
activity is based on objectives (organizational and divisional objectives cascaded down the manage-
ment to individuals). Individuals are also responsible for their own development as much as their
managers are and there is a wide range of internal and external development opportunities for those
who want them (where they are relevant to the job).

Levels of Induction

The company’s induction practice in the UK is about to change, partly due to feedback from staff
about induction and partly through a need to communicate coherently at the organizational
(global) level following a merger. Induction has three tiers. There is a global, online, Web-based
induction programme for all employees, which is just about to be released following a period of
piloting. This has four elements: company strategies, structure and process, values and behavior,
reward, and other ‘individual’ issues. At the country (UK) level, a new induction day has also
started recently. This is particularly in response to staff feedback. Although new starters
understood their role and place in the local organization, they were less clear about how the
different UK businesses fitted together and how their role contributed to the UK-wide business as
a whole. New induction day is observed every 2-3 months to bring together new recruits from
across the country along with the UK Director and Senior Managers from the range of UK
businesses. It is called a Business and Networking Orientation Event. An interesting component
is the ‘interview’: new recruits divide into small groups, each of which interviews one of the
senior managers and then provides feedback to the rest (in front of the managers) regarding what
they have learned from the interview. There is also a quiz (unchecked) that aims to reinforce
some of the learning from the day.

At the local level, each manager has a checklist (available through the company intranet) which
they are prompted to use as soon as an appointment has been accepted. The recruitment and induction
processes are therefore linked. The checklist highlights things to do before the new recruit arrives,
such as ordering equipment, setting up voicemail, what to do on the first day and subsequently. This
includes booking new staff on the local health and safety induction, which is the only part of the local
induction not conducted by the managers. New starters are also sent an email confirming their
automatic booking on the UK induction and highlighting things they must do as in the first few
weeks. It is very much the manager’s responsibility to make sure that induction is done effectively.
There is no central policing of whether the checklist is being compiled with. There is a very strong
philosophy in the company that staffs are manager’s responsibility. HR will check attendance at the



Socialization, Mobility and Separation 97

UK induction (but there is no check on effectiveness). This is expected to come through in performance
monitoring processes (the performance planning process). Managers will set objectives for new staff
usually for a six month period, with regular reviews. Any issues arising from an ineffective induction
should be highlighted as part of this. Any senior manager can see the performance plans and ratings of
the managers and staff in their divisions.

Performance planning process (appraisal)

There is no probation process as such, but short-term objectives are set for the new staff, which are
fed into regular reviews and the annual performance planning process at the same time across the
entire organization. The scheme is objective-oriented and results in a ‘rating” which indicates to
managers what salary increase might be applicable for the staff. The system is automated, so that the
previous year’s objectives and development actions are brought forward for review. If no progress
has been made, the manger has to explain this. Development actions in particular are the responsibility
of both the manager and the employee. Training or development needs identified are taken forward
within the context of company-wide training and development programmes.

There are core programmes, many of which are delivered over the Web, and specific business-
related programmes, which are available for all staff and supported by the central budget. Any job-
specific needs not covered by core programmes are met by courses or other activities paid for from
the manager’s budget. The company uses a system of ‘job families’ with a guide to the development
needed for each: there is an expectation (but no compulsion) that employees will undertake the
recommended training or development prior to moving up to a new level. Again, feedback and
evaluation on the effectiveness of the performance planning process is left to individuals and
managers rather than being part of any centrally driven activity. There is an employee comments
section on each appraisal form, which is recorded. An open door policy is also followed, allowing any
member of staff to refer to a senior manager if they are dissatisfied. Many of the Web-based programs
have initiated by staff who have highlighted gaps in their own and their teams’ knowledge or under-
standing.

Although a global company with global process, the company’s philosophy is very much one of
management responsibility for people and development. Supporting frameworks, materials, and
processes are available—largely accessible via the company intranet—and are expected to be used.
Trust must play a significant part. The online induction is interesting and it would be good to
revisit this in a few months to see what, if any, feedback there has been on its success. Similarly,
the ‘interview’ component of the UK-wide induction is worth nothing, particularly the commitment
that this requires from senior managers to attend and participate effectively. What is most
interesting is what, whilst many apparently robust processes exist to support people management, it
is the bottom line that is evaluated and measured (i.e., the success of the business and how well
people meet their objectives and contribute to business success) rather than the processes
themselves; implementation of processes may sometimes become an end in itself in other
organizations. Finally, the company does not have any external accreditations for people
management and does not follow any external quality frameworks such as Investors in People or
EPQM, at least in the UK.
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QUESTIONS

Critically examine the induction process and its role in placement of employers.
Do you think the three-tier induction would be enough for successful placement of employees?
Can the localization of placement be improved? If so, how?

e

Does the performance planning have a role in placement?

Critically examine the individualization of performance planning vis-a-vis centralization and its
effectiveness in the organization

CASE STUDY-3

Promotion Criteria

Mr. Ramchandran is the President of ABC Limited. Recently, it was decided by the Board of
Directors that it would be profitable for the corporation to open its own Marketing Department.
Mr. Ramchandran has been directed to pick up a person who he feels in capable of heading the
department, and then putting this person in-charge of getting the department on its feet. After
considering a number of good men, Mr. Ramchandran has narrowed the field down to two possible
choices: Rajesh Mehta and Pramod Kumar.

Rajesh Mehta has a good track record with the company. He was hired eight year ago, and through
the years he has shown a good ideal of drive and initiative in all of his endeavors. He is an aggressive
young man, and has received the nickname of go-getter in his department. Although Mehta seems to
be more concerned at times with ends rather than means, he is very efficient and he is considered a
good leader by those who work under him. As one worker stated, “Although he can get rough with
you at times, you always know where you stand with him, and when you have done a good job, he lets
you know it.” Mehta is also credited with accepting full responsibility, in all cases, and making quick
decisions when action is called for.

Pramod Kumar has been with the company for eleven years. He is well liked by all in his
department, and his work is first rate. Kumar’s leadership style differs from Mehta’s in that Kumar is
not as aggressive and quick to act as Mehta. Before Kumar makes a decision, he generally consults
others who he feels can contribute further information on a given subject. This often includes those
who work under him. Those who work under Kumar consider him a good leader, and state that the
atmosphere of participation produced by Kumar really encourages their utmost individual output
while on the job. This can be seen by the production increase which soon occurred when Kumar
became the head of his work-force.

QUESTIONS

1. If you were Mr. Ramchandran, whom would you select as the head of the Marketing Depart-
ment? Why?

2. Will you give any weightage to the length of service in the organization? Why?
(Chhabra, T.N., Principles and Practice of Management, Dhanpat Rai & Co., Delhi, 1999)
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CASE STUDY-4

Managing Outplacement at Rockey Mountain Oil

Rockey Mountain Oil has announced that it will reduce the scale of its U.S. operations and eliminate
several hundred administrative positions at its Denver headquarters. The organization wants to
provide outplacement assistance to the employees who will lose their jobs. However, it does not want
to spend much money on outplacement.

The company had formed an outplacement committee consisting of top managers, most of the
business. The committee has provided a recommendation for an outplacement program that has been
accepted by Rockey Mountain’s CEO, Barbara Robinson. This program consists of two parts. First,
each laid-off employee’s immediate supervisor will provide counseling and emotional support to his
or her laid-off employees. All supervisors will receive an outplacement counseling packet that
includes the recent article, “Ten Easy Steps to Help Employees Deal With Losing Their Jobs.”
Trailers will be placed at the far end of the company parking lot to serve as temporary offices for
former employees, who can use them while searching for jobs and receiving counseling from their
former supervisors.

Second, the outplacement program will help former employees develop job-search skills. Each
employee will be given a copy of the book, What Color is Your Parachute ? Which provides tips on
how to conduct a job search. In addition, each employee will be offered the opportunity to take a
course at nearby Black Rock Junior College called “Introduction to Personnel Management.”

QUESTIONS

1. At ARCO Transportation, a $1 billion division of Atlantic Richfield, employees are hired,
promoted, and apprised according to how they fulfill the performance dimensions most valued
by the company. One of these performance dimensions is “communication”—specifically,
“listens and observe attentively, allowing an exchange of information” and “speaks and writes
clearly and concisely, with an appropriate awareness of the intended audience.” Would you say
that ARCO apprises performance based on personality traits, job behaviour, or outcome
achieved? On which of these aspects of performance do you think workers should be appraised?

2. Superficially, it seems preferable to use objective performance data (such as productivity
figures), when available, rather than subjective supervisory ratings to assess employees. Why
might objective data be less effective performance measures than subjective ratings?

3. How important are rating formats to the quality of performance ratings? What is the most
important influence on rating quality?

4. What is comparability? How can it be maximized in performance appraisal?

5. “Occasionally an employee comes along who needs to be reminded who the boss is, and the
appraisal is an appropriate place for such a reminder.” Would the manager quoted here be likely
to use a rational or a political approach to appraisal? Contrast the rational and political
approaches. To what extent is possible to separate the two?

6. Do you think performance appraisal should still be done in quality-oriented organizations ? If
so, what should be measured and how ?

7. What criteria do you think should be used to measure team performance ? What sources should
be used for the appraisal ? Should individual performance still be measured ? Why or why not?
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You’re the owner of a 25-employee company that has just had a fantastic year. Everyone pulled
together and worked hard to achieve the boost in company profits. Unfortunately, you need to sink
most of those profits into paying your suppliers. All you can afford to give your workers is a 3 per
cent pay raise across the board. At appraisal time, how would you communicate praise for a job well
done coupled with your very limited ability to reward such outstanding performance? Now assume
you can afford to hand out some handsome bonuses or raises. What would be the best way to evaluate
employees when everyone has done exceptional work?

10.
11.
12.

13.

14.

15.
16.

17.

18.
19.
20.

21.

22.
23.
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CHAPTER

MANAGING THE PERFORMANCES

6.1 INTRODUCTION

Evaluating employee performance is a key responsibility of managers. Performance appraisals, a
powerful tool, provide to documented feedback on an employee’s level of performance. They help
determine continued employment, promotion, transfer, bonuses, and pay raises, and allow for improved
communications between managers and employees. The actual performance appraisal documents
become part of an employee’s permanent record and can greatly influence lives and careers.

A poorly-managed evaluation system can be used against an employer in court. Managers must
recognize the potential ramifications of failing to adequately manage employees’ performance. They
must be ready, willing, and able to communicate clear expectations, provide support to achieve those
expectations, and develop and professionally present a factual and well-documented performance
evaluation to ensure effectiveness of their review process and safeguard the company/organization
from legal liability. Simply put, performance management helps organizations achieve their strategic
goals. Rather than discarding the data accessibility previous systems fostered, performance manage-
ment harnesses it to help ensure that an organization’s data works in service to organizational goals to
provide information that is actually useful in achieving them. And focus on the Operational Network-
ing Processes between that performance levels.

All organizations currently apply a system of individual performance appraisal, although it does
not apply uniformly to all levels of staff members. In the majority of organizations, the performance
appraisal system applies either to all levels of staff members. Performance review which provides a
formal opportunity for a manager to assess the staff member his/her progress towards agreed objec-
tives. In most organizations, the annual performance appraisal process is initiated by the directors or
heads of department in order to remind them of the appraisal requirements and the deadline for
completion. Based on the information provided by the organizations on their performance appraisal
systems, it can be concluded that most of the organizations have initiated changes in their performance
management systems in order to improve service delivery and organizational efficiency. In particular,
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the setting of individual goals that are aligned with the objectives of the organization has been
developed in most organizations. However, this practice can be improved or further developed in
some of them. The present distribution of ratings in organizations does not allow for the implemen-
tation of an effective performance-related pay system. However, in the context of cultural change and
on the basis of a robust performance appraisal system, this issue should be overcome. Related to this
is the broadening of the appraisal base and the move to multiple assessor appraisals and committee
reviews in a number of organizations, which would provide staff members with the opportunity to
respond in case of disagreement. The idea that competencies are the foundation for effective performance
in any job or position is widespread in all the organizations of the common system. Accordingly, an
increasing number of organizations have recently developed competency frameworks, including core
and functional competencies. Client orientation, with a few exceptions, has not been widely devel-
oped. Here again, the issue would be overcome if cultural change is effective and the leadership role
of managers strengthened. A few organizations of the common system have included the accountabil-
ity of managers as a key element of the new performance culture. In these organizations, all managers
and staff with supervisory responsibility are held accountable for the effective use of the performance
appraisal system as a management tool. In practice, the manager is responsible for matching perform-
ance at the department/unit and individual levels, and for the measurement and interpretation of goal
achievement and related corrective actions. An exemplary performance agreement should lie at the
heart of the rigorous management of individual performance. The development of this agreement
would be based on dialogue between the manager and staff member. It would draw its coherence from
the work plans and budget of the department or unit, the job description of the staff member and the
competency framework of the organization. It would identify objectives that are specific, measurable,
agreed, realistic and time-bound. A range of organizations have taken the necessary steps to move
towards linking pay to performance, regardless of the related pay system i.e., broad banding system
or the current salary structure. However, it is clear that the need for cultural change is a major
imperative. Organizations are conscious of this prerequisite and have worked (or are working)
towards changing organizational cultures at all levels to emphasize results, performance and competi-
tiveness.

The History

The history of performance appraisal is quite brief. Its roots in the early 20th century can be traced to
Taylor’s pioneering Time and Motion studies. But this is not very helpful, for the same may be said
about almost everything in the field of modern human resources management. As a formal manage-
ment procedure used in the evaluation of work performance; appraisal really dates from the time of
the Second World War, not more than 60 years ago. In a broader sense, the practice of appraisal is a
very ancient art. In the scale of things historical, it might well lay claim to being the world’s second
oldest profession. There is, says Dulewicz (1989), “... a basic human tendency to make judgments
about those one is working with, as well as about oneself.” Appraisal, it seems, is both inevitable and
universal. In the absence of a carefully structured system of appraisal, people will tend to judge the
work performance of others, including subordinates, naturally, informally and arbitrarily. The
human inclination to judge can create serious motivational, ethical and legal problems in the
workplace. Without a structured appraisal system, there is little chance of ensuring that the judgments
made will be lawful, fair, defensible and accurate. Performance appraisal systems began as simple
methods of income justification. That is, appraisal was used to decide whether or not the salary or
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wage of an individual employee was justified. The process was firmly linked to material outcomes. If
an employee’s performance was found to be less than ideal, a cut in pay would follow. On the other
hand, if their performance was better than the supervisor expected, a pay rise was in order. Little
consideration, if any, was given to the developmental possibilities of appraisal. If was felt that a cut in
pay, or arise, should provide the only required impetus for an employee to either improve or continue
to perform well. Sometimes this basic system succeeded in getting the results that were intended; but
more often than not, it failed. For example, early motivational researchers were aware that different
people with roughly equal work abilities could be paid the same amount of money and yet have quite
different levels of motivation and performance. It was found that other issues, such as morale and
self-esteem, could also have a major influence. As a result, the traditional emphasis on reward
outcomes was progressively rejected. In the 1950s in the United States, the potential usefulness of
appraisal as tool for motivation and development was gradually recognized. The general model of
performance appraisal, as it is known today, began from that time.

The Concept

Evaluating employee performance is a key responsibility of managers. Performance appraisals, a
powerful tool, provide documented feedback on an employee’s level of performance. They help
determine continued employment, promotion, transfer, bonuses, and pay raises, and allow for
improved communications between managers and employees. The actual performance appraisal
documents become part of an employee’s permanent record and can greatly influence lives and
careers. A poorly-managed evaluation system can be used against an employer in court. Managers
must recognize the potential ramifications of failing to adequately manage employees’ performance.
They must be ready, willing, and able to communicate clear expectations, provide support to achieve
those expectations, and develop and professionally present a factual and well-documented perform-
ance evaluation to ensure effectiveness of their review process and safeguard the company/organiza-
tion from legal liability. The aim of this training is to assist supervisors to understand how to properly
manage and document the performance of those who report to them for employee motivation,
performance, and productivity.

After employee selection, performance appraisal is arguably the most important management tool
a farm employer has at his disposal. The performance appraisal, when properly carried out, can help
to fine tune and reward the performance of present employees. In this chapter, we : (1) discuss the
purpose for the performance appraisal, O.C. (2) introduce the negotiated performance appraisal
approach, and (3) talk about the steps to achieving a worthwhile traditional performance appraisal.

Strengths of the negotiated performance appraisal are its ability to promote candid two-way
communication between the supervisor and the person being appraised and to help the latter take more
responsibility for improving performance. In contrast, in the traditional performance appraisal, the
supervisor acts more as a judge of employee performance than as a coach. By so doing, unfortunately,
the focus is on blame rather than on helping the employee assume responsibility for improvement.

Does that mean that the traditional performance appraisal approach should be discarded? Not at all.
Experts in the field have often suggested that the performance appraisal should not be tied to decisions
about pay raises. When appraisals are tied to pay raises, they argue, employees are more defensive and
less open to change. So how should pay raise decisions be made, then, if not through the performance
appraisal? I would suggest that the traditional performance appraisal can still play a critical role in
management and is ideal for making pay raise decisions. But it is in the negotiated approach where
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employees can truly come to grips with what it is that they need to do to maximize performance,
potential career advancement and earnings.

For the employee to have enough time to respond and improve, the negotiated performance
appraisal should take place at least 9 to 12 months before the traditional one. There are no such strict
time requirements when the traditional approach (used to make decisions about pay) precedes the
negotiated one (used as a coaching tool).

Modern Appraisal

Performance appraisal may be defined as a structured formal interaction between a subordinate and
supervisor, that usually takes the form of a periodic interview (annual or semi-annual), in which the
work performance of the subordinate is examined and discussed, with a view to identifying weak-
nesses and strengths as well as opportunities for improvement and skills development. In many
organizations but not all appraisal results are used, either directly or indirectly, to help determine
reward outcomes. That is, the appraisal results are used to identify the better performing employees
who should get the majority of available merit pay increases, bonuses, and promotions. By the same
token, appraisal results are used to identify the poorer performers who may require some form of
counseling, or in extreme cases, demotion, dismissal or decreases in pay. (Organizations need to be
aware of laws in their country that might restrict their capacity to dismiss employees or decrease pay).
Whether this is an appropriate use of performance appraisal—the assignment and justification of
rewards and penalties—is a very uncertain and contentious matter.

Controversy, Controversy

Few issues in management stir up more controversy than performance appraisal. There are many
reputable sources—researchers, management commentators, psychometricians—who have expressed
doubts about the validity and reliability of the performance appraisal process. Some have even
suggested that the process is so inherently flawed that it may be impossible to perfect it (see Derven,
1990, for example). At the other extreme, there are many strong advocates of performance appraisal.
Some view it as potentially “... the most crucial aspect of organizational life” (Lawrie, 1990).
Between these two extremes lie various schools of belief. While all endorse the use of performance
appraisal, there are many different opinions on how and when to apply it. There are those, for
instance, who believe that performance appraisal has many important employee development uses,
but scorn any attempt to link the process to reward outcomes such as pay rises and promotions. This
believes that the linkage to reward outcomes reduces or eliminates the developmental value of
appraisals. Rather than an opportunity for constructive review and encouragement, the reward-linked
process is perceived as judgmental, punitive and harrowing.

Neither is the desire to distort nor deny the truth confined to the person being appraised. Many
appraisers feel uncomfortable with the combined role of judge and executioner.

Such reluctance is not difficult to understand. Appraisers often know their appraisees well, and are
typically in a direct subordinate-supervisor relationship. They work together on a daily basis and
may, at times, mix socially. Suggesting that a subordinate needs to brush up on certain work skills is
one thing; giving an appraisal result that has the direct effect of negating a promotion is another. The
result can be resentment and serious morale damage, leading to workplace disruption, soured relation-
ships and productivity declines. On the other hand, there is a strong rivalries which claims that
performance appraisal must unequivocally be linked to reward outcomes. The advocates of this



Managing the Performances 105

approach say that organizations must have a process by which rewards—which are not an unlimited
resource—may be openly and fairly distributed to those most deserving on the basis of merit, effort
and results.

There is a critical need for remunerative justice in organizations. Performance appraisal—whatever
its practical flaws—is the only process available to help achieve fair, decent and consistent reward
outcomes. It has also been claimed that appraises themselves are inclined to believe that appraisal
results should be linked directly to reward outcomes—and are suspicious and disappointed when told
this is not the case. Rather than feeling relieved, appraises may suspect that they are not being told the
whole truth, or that the appraisal process is a shame and waste of time.

This fact sheet gives introductory guidance. It:

e considers the performance management process and how it works.
e outlines the tools used in performance management.

Fully realized, performance management is a holistic process, bringing together many of the
elements which go to make up the successful practice of people management, including in particular
learning and development. But for this very reason, it is complex and capable of being misunder-
stood. This fact sheet cannot go into all the details, but it gives an overview so that readers will have
a better understanding of the fundamentals when they undertake the necessary further readings.

What is Performance Management?

In their definitive text upon which this factsheet is based, Armstrong and Baron define performance
management as ‘a process which contributes to the effective management of individuals and teams in
order to achieve high levels of organisational performance. As such, it establishes shared understand-
ing about what is to be achieved and an approach to leading and developing people which will ensure
that it is achieved’. They go on to stress that it is ‘a strategy which relates to every activity of the
organisation set in the context of its human resource policies, culture, style and communications
systems. The nature of the strategy depends on the organisational context and can vary from organi-
sation to organisation.’

In other words performance management should be:

e Strategic: It is about broader issues and longer-term goals.

o Integrated: 1t should link various aspects of the business, people management. and individuals
and teams.

It should incorporate:
e Performance improvement: Throughout the organisation, for individual, team and
organisational effectiveness.

e Development: Unless there is continuous development of individuals and teams, performance
will not improve.

e Managing behaviour: Ensuring that individuals are encouraged to behave in a way that allows
and fosters better working relationships.

Armstrong and Baron stress that at its best performance management is a tool to ensure that
managers manage effectively; that they ensure the people or teams they manage:
e know and understand what is expected of them.
e have the skills and ability to deliver on these expectations.
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e are supported by the organisation to develop the capacity to meet these expectations are given
feedback on their performance.

e have the opportunity to discuss and contribute to individual and team aims and objectives.

It is also about ensuring that managers themselves are aware of the impact of their own behaviour
on the people they manage and are encouraged to identify and exhibit positive behaviours.

Performance management may mean:

Performance measurement is the process of assessing progress toward achieving predetermined goals,
while performance management is building on that process adding the relevant communication and
action on the progress achieved against these predetermined goals (Bourne, M., Franco, M. and Wilkes,
J. (2003). Corporate performance management. Measuring Business Excellence; 2003; 7, 3; p. 15).

e In network performance management, (a) A set of functions that evaluate and report the
behaviour of telecommunications equipment and the effectiveness of the network or network
element, and (b) A set of various subfunctions, such as gathering statistical information,
maintaining and examining historical logs, determining system performance under natural and
artificial conditions, and altering system modes of operation.

Source: From Federal Standard 1037C and from MIL-STD-188.

e In organizational development (OD), performance can be thought of as Actual Results vs. Desired
Results. Any discrepancy, where Actual is less than Desired, could constitute the performance
improvement zone. Performance management and improvement can be thought of as a cycle:

1. Performance planning where goals and objectives are established.

2. Performance coaching where a manager intervenes to give feedback and adjust performance.

3. “Performance appraisal is an organizational system comprising deliberate processes for deter-

mining staff accomplishments to improve staff effectiveness.”

Performance appraisal is a formal, structured system that compares employee performance to
established standards. Assessment of job performance is shared with employees being appraised
through one of several primary methods of performance appraisals. Elements in performance
appraisal methods are tailored to the organization’s employees, jobs, and structure. They include
objective criteria for measuring employee performance and ratings that summarize how well the
employee is doing. Successful appraisal methods have clearly defined and explicitly communicated
standards or expectations of employee performance on the job.

Performance appraisals, performance evaluation and assessment of job skills, personality and
behaviour and tips for ‘360 degree feedback’, ‘360° appraisals’, ‘skill-set’ assessment and training
needs analysis tips and tools.

This has several implications for performance appraisals, documents used, and the training of
people who conduct staff appraisals. For example, while not unlawful, the inclusion of age and date-
of-birth sections on appraisal forms is not recommended (as for all other documentation used in
assessing people). For further guidance about the effects of Age Equality and Discrimination on
performance appraisals, and other aspects of managing people.

Performance appraisals are essential for the effective management and evaluation of staff.
Appraisals help develop individuals, improve organizational performance, and feed into business
planning. Formal performance appraisals are generally conducted annually for all staff in the organi-
zation. Each staff member is appraised by their line manager.
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Appraisals, Social responsibility and whole-person development

There is increasingly a need for performance appraisals of staff and especially managers, directors
and CEO'’s, to include accountabilities relating to corporate responsibility, represented by various
converging corporate responsibility concepts including: the ‘Triple Bottom Line’ (‘Profit People
Planet’); Corporate Social Responsibility (CSR); Sustainability; Corporate Integrity and Ethics; Fair
Trade, etc. The organisation must decide the extent to which these accountabilities are reflected in job
responsibilities, which would then naturally feature accordingly in performance appraisals. More
about this aspect of responsibility is in the director’s job descriptions section.

Significantly also, while this appraisal outline is necessarily a formal structure this does not mean
that the development discussed with the appraisee must be formal and constrained. In fact the opposite
applies. Appraisals must address ‘whole person’ development—not just job skills or the skills
required for the next promotion.

Appraisals must not discriminate against anyone on the grounds of age, gender, sexual orientation,
race, religion, disability, etc.

Performance Management and Organizational Development

When personnel are subjected to individually oriented training and development programs, the
personnel performed well in the work environment. But this did not always mean that it impacted the
general organizational functioning in any way.

Organizational Development was born in order that the organization’s culture also gets impacted.
Organizational development can be defined as a complex educational strategy intended to change
the beliefs, attitudes, values and structure of organizations so that they can better adapt to new
technologies, markets and challenges, and the rate of change itself. The output from performance
management can be used as an input to Organizational Development. Continuous and Continual
improvement can also be used in improving the Quality of Human resources in any scenario. While
both are complementary they are not exactly the same, while continuous improvement gives a
time frame for checks and improvement. Continual improvement means checking after each
process. To become a firm using continual improvement, the organization should be a learning
organization.

So performance management is about establishing a culture in which individuals and groups
take responsibility for the continuous improvement of business processes and of their own skills,
behaviour and contributions. It is about sharing expectations. Managers can clarify what they expect
individual and teams to do; likewise individuals and teams can communicate their expectations of
how they should be managed and what they need to do their jobs. It follows that performance
management is about interrelationships and about improving the quality of relationships between
managers and individuals, between managers and teams, between members of teams and so on, and is
therefore a joint process. It is also about planning—defining expectations expressed as objectives and
in business plans and about measurement; the old dictum is ‘If you can’t measure it, you can’t
manage it’. It should apply to all employees, not just managers, and to teams as much as individuals.
It is a continuous process, not a one-off event. Last but not least, it is holistic and should pervade
every aspect of running an organisation.
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How does performance management work?

Because performance management is (or should be) so all-pervasive, it needs structures to support it.
These should provide a framework to help people operate, and to help them to help others to operate.
But it should not be a rigid system; there needs to be a reasonable degree of flexibility to allow people
freedom to operate.

Performance management is a process, not an event. It operates as a continuous cycle. Corporate
strategic goals provide the starting point for business and departmental goals, followed by agreement
on performance and development, leading to the drawing up of plans between individuals and
managers, with continuous monitoring and feedback supported by formal reviews.

Tools of Performance Management: It is impossible to go into details of each of the tools used
by performance management, so the following paragraphs simply provide an outline.

Performance and development reviews

Many organisations without performance management systems operate ‘appraisals’ (see our factsheet
on Performance appraisal for more information on this topic), in which an individual’s manager
regularly, usually annually, records performance, potential and development needs in a top-down
process. It can be argued that the perceived defects of appraisal systems (that line managers regarded
them as irrelevant, involving form-filling to keep the personnel department happy, and not as a
normal process of management) led to the development of more rounded concepts of performance
management. Nevertheless, organisations with performance management systems need to provide
those involved with the opportunity to reflect on past performance as a basis for making development
and improvement plans, and the performance and development review meeting (note the terminol-
ogy; it is not appraisal) provides this chance. The meeting must be constructive, and various tech-
niques can be used to conduct the sort of open, free-flowing and honest meeting needed, with the
reviewee doing most of the talking.

Learning and development

Employee development is the main route followed by most organisations to improved organisational
performance, which in turn requires an understanding of the processes and techniques of organisa-
tional, team and individual learning. Performance reviews can be regarded as learning events, in
which individuals can be encouraged to think about how and in which ways they want to develop.
This can lead to the drawing up of a Personal Development Plan (PDP) setting out the actions they
propose to take (with the help of others, not least their managers) to develop themselves. To keep
development separate from performance and salary discussions, development reviews may be held at
other times e.g., anniversary of joining an organization.

Increasing emphasis on talent management also means that many organizations are re-defining
performance management to align it to the need to identify, nurture and retain talent. Development
programmes are reflecting the needs of succession plans and seeking to foster leadership skills.
However, too much of an emphasis on talent management may be damaging to overall development
needs and every effort needs to be made to ensure that development is inclusive, accessible and
focused on developing organizational capability.
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Coaching

Coaching is an important tool in learning and development. Coaching is developing a person’s skills
and knowledge so that their job performance improves, leading to the achievement of organisational
objectives. Coaching is increasingly recognised as a significant responsibility of line managers, and
can play an important part in a PDP. They will take place during the review meetings, but also and
more importantly should be carried out throughout the year. For some managers coaching comes
naturally, but for many they may not and training may be needed to improve their skills. See our
factsheet on Coaching for more information.

Objectives and performance standards

Objectives (some organisations prefer to use ‘goals’) describe something to be accomplished by
individuals, departments and organizations over a period of time. They can be expressed as targets to
be met (such as sales) and tasks to be completed by specified dates. They can be work-related,
referring to the results to be attained, or personal, taking the form of developmental objectives for
individuals. Objectives need to be defined and agreed. They will relate to the overall purpose of the
job and define performance areas—all the aspects of the job that contribute to achieving its overall
purpose. Targets then need to be set for each performance area, for example, increase ‘sales by x per
cent’, ‘reduce wastage by y per cent’ ...

Along side objectives are performance standards. They are used when it is not possible to set time-
based targets, or when there is a continuing objective which does not change significantly from one
review period to the next and is a standing feature of the job. These should be spelled out in
quantitative terms if possible, for example, speed of response to requests or meeting defined standards
of accuracy.

Competences and competencies

Some organisations, but by no means all, use competences and competencies as components of
performance management. Competences describe what people need to be able to do to perform a job
well (the descriptions in National Vocational Qualifications are examples of competences). Compe-
tencies (more helpfully, ‘behavioural competencies’) are defined as the dimensions of behaviour that
lie behind competent performance. Though the language used does not help in making the distinction,
to perform well it is necessary both to be able to do a job at a technically competent level and to have
behaviours that reinforce those technical skills; an obvious example of behaviour is the surgeon who
needs a good bedside manner and to be able to communicate with colleagues, in addition to surgical
skills. There are various techniques for measuring competence (some organisations prefer to use
‘capability’) and once an analysis has been made, it provides a tool for measuring performance and,
of course, for providing development activities to help people meet the required standards.

Measurement

To improve performance, you need to know what current performance is. Measurement provides the
basis for providing and generating feedback, and thus can build the platform for further success or
identify where things are going less well so that corrective action can be taken. But what gets
measured? Measure the wrong things, perhaps simply because they are easy to measure, and an entire
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performance management system can fall into disrepute. Use too many measures and you can’t see the
wood for the trees. For measuring performance, the achievement of objectives, levels of competency,
standards of performance, and work outputs are used but the emphasis varies according to categories
of staff—for example, a senior manager would be mainly measured by meeting objectives, but a
production worker mainly by achieving outputs. Increasingly organizations are using more sophisti-
cated measuring techniques such as balanced scorecards or ROI (return on investment).

Individual and team performance needs to be capable of being linked in an understandable manner
to organisational performance, and there are various approaches to this. They include the ‘balanced
scorecard’, a set of measures that looks at the business from customer, internal, learning and financial
perspectives; the European Foundation for Quality Management, which indicates that customer
satisfaction, employee satisfaction, and impact on society are achieved through leadership; and other
economic measures, including traditional financial measures. Measures used will depend on the
organisation; for example, public service organisations are likely to use different measures from
private companies.

Pay

Performance management is often linked with performance-related pay (PRP), although by no
means all organisations claiming to use performance management have PRP. Nevertheless, PRP is an
important element in many performance management schemes because it is believed to motivate; it is
said to deliver the message that performance and competence are important, and it is thought to be fair
to reward people according to their performance, contribution or competence. Others, though,
believe that other factors are more important than PRP in motivation; that it is usually based on
subjective assessments of performance, that it inhibits teamwork because of its individualistic nature,
and that it leads to ’short-termism’. An alternative to PRP is competence-related pay, which
provides for pay progression to be linked to levels of competence that people have achieved, using a
competence profile or framework. The difficulty here is measuring competence, and some organisa-
tions use a mix of PRP and competence-related pay. Further possible pay systems are team-based
pay, a kind of PRP for teams; and contribution-related pay which means paying for results plus
competence, and for past performance and future success.

Performance may be used to determine all or some aspects of pay. In many instances only non-
consolidated bonus payments are linked to performance which tend to reflect organisational, team and
individual performance whilst salary progression is linked to service, market rates and pay scales.

Many organisations believe that when performance management is linked to pay the quality of
performance discussions will inevitably deteriorate.

Teams

Team working has become an important part of life in many organisations, and where teams are
permanent or for long-standing projects, measures can be based on team performance. They will
mainly be concerned with output, activity levels (e.g., speed of servicing), customer service and
satisfaction, and financial results. Indeed, team measures are not very different from those for
individuals, and of course team members need to agree their objectives and receive feedback in the
same way as if they were not part of a team. Other team members can contribute towards this, in a
process of peer review.
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360-degree feedback

360-degree feedback became increasingly talked about in the 1990s, if not widely used. It consists of
performance data generated from a number of sources, who can include the person to whom the
individual being assessed reports, people who report to them, peers (team colleagues or others in the
organisation), and internal and external customers. It can also include self-assessment. 360-degree
feedback is used mainly as part of a self-development or management development programme, and
is felt to provide a more rounded view of people, with less bias than if an assessment is conducted by
one individual.

Performance problem solving

Performance management is a positive process, and good systems will create a culture in which
success is applauded. Nevertheless, poor performance will exist. It may be a result of inadequate
leadership, bad management or defective systems of work, and if so, remedies (often involving
learning and development) can be put in place. But individuals may under-perform and improve-
ments can be achieved through continuing feedback and joint discussion between them and their
managers, involving analysing and identifying the problem, establishing the reasons for the shortfall,
and deciding and agreeing the action to be taken. If all this fails, disciplinary action may need to be
taken, as in any of performance management is difficult to implement. It is about ownership by
everyone in the organisation, and especially line managers—it is emphatically not about guardianship
by personnel departments. Surveys suggest that individuals and managers in organisations with
performance management systems quite like it, and especially its emphasis on personal development,
although performance-rating (often linked to PRP) often provokes hostility. Schemes can be over-
detailed and require too much form-filling, and there can be a lack of definition in terms of what is
meant by performance and how to achieve it. Schemes can be less successful than they might be
because of lack of training, especially at the beginning.

The keys to the successful introduction and application of performance management are:

being clear about what is meant by performance.

understanding what the organisation is and needs to be in its performance culture.

being very focused on how individual employees will benefit and play their part in the process.

understanding that it is a tool for line managers and its success will depend on their ability to
use it effectively organisation.

Effective approaches to performance management operate at two levels:

e The organizational level, for example through the use of service or business planning and the
cascading of organizational objectives.

e The individual and team level, for example through the use of appraisals and training and
development needs analysis and plans.

Managing the performance of people at work is about linking service and wider organisational
plans and objectives to individual jobs and members of staff. Effective performance management
requires an ongoing dialogue with employees and this, in turn, needs continual reinforcement. This is
because people may not make the link between their day-to-day roles and achieving objectives.
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Fig: 6.1 The Steps Involved in Managing People’s Performance
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Source: ARMSTRONG, M. and BARON, A. (2004) Managing performance: Performance management
in action. London: Chartered Institute of Personnel and Development.

PERFORMANCE EVALUATION

Would you study differently or exert a different level of effort for a college course graded on a pass-
fail basis than for one in which letter grades from A to F are used? When I ask that question of
students, I usually get an affirmative answer. Students typically tell me that they study harder when
letter grades are at stake. Additionally, they tell me that when they take a course on a pass-fail basis,
they tend to do just enough to ensure a passing grade.

This finding illustrates how performance evaluation systems influence behaviour. Major determi-
nants of your in-class behaviour and out-of-class studying effort in college are the criteria and
techniques your instructor uses to evaluate your performance. Of course, what applies in the college
context also applies to employees at work. In this section, we show how the choice of a performance
evaluation system and the way it’s administered can be an important force influencing employee
behaviour.

In many organizations, this inconsistency is aggravated by the practice of having separate wage and
salary reviews, in which merit rises and bonuses are decided arbitrarily, and often secretly, by
supervisors and managers.

Why Performance Appraisal?
Performance appraisal is a vehicle to: (1) validate and refine organizational actions (e.g., selection,
training); and (2) provide feedback to employees with an eye on improving future performance.

Validating and refining organizational action

Employee selection, training and just about any cultural or management practice—such as the
introduction of a new pruning method or an incentive pay program—may be evaluated in part by
obtaining worker performance data.



Managing the Performances 113

The evaluation may provide ideas for refining established practices or instituting new ones. For
instance, appraisal data may show that a farm supervisor has had a number of interpersonal conflicts
with other managers and employees. Some options include: (1) Paying more attention to interpersonal
skills when selecting new supervisors, (2) Encouraging present supervisors to attend communication
or conflict management classes at the local community college, or (3) Providing the supervisor
one-on-one counseling.

Data from performance appraisals can also help farmers: (1) Plan for long-term staffing and
worker development, (2) Give pay raises or other rewards, (3) Set up an employee counseling session,
or (4) Institute discipline or discharge procedures.

For validation purposes (Chapter 3), it is easier to evaluate performance data when large numbers
of workers are involved. Useful performance data may still be collected when workers are evaluated
singly, but it may take years to obtain significant data trends.

Employee need for feedback

Although employees vary in their desire for improvement, generally workers want to know how well
they are performing. A successful people need positive feedback and validation on a regular basis.
Once an employee has been selected, few management actions can have as positive an effect on
worker performance as encouraging affirmation. These are, in effect, good-will deposits, without
which withdrawls cannot be made. This does not mean you should gloss over areas needing improve-
ment. When presented in a constructive fashion, workers will often be grateful for information on
how to improve shortcomings. Such constructive feedback, however, “can happen only within the
context of listening to and caring about the person”. In general, supervisors who tend to look for
worker’s positive behaviours—and do so in a sincere, non-manipulative way—will have less diffi-
culty giving constructive feedback or suggestions. Furthermore, in the negotiated approach, the
burden for performance analysis does not fall on the supervisor alone, but requires introspection on
the part of the individual being evaluated.

Feedback may be qualitative or quantitative. Qualitative comments are descriptive, such as telling
the shop mechanic you appreciate the timeliness and quality of his repairs. In contrast, quantitative
feedback is based on numerical figures, such as the percentage of plant grafts that have taken. Some
researchers feel feedback is particularly useful when workers have an achievement objective. Per-
formance improved substantially in a number of settings when workers were given specific goals to
achieve and received performance feedback. Next to employee discipline, performance appraisal
interviews are probably the most dreaded management activity. Traditional performance appraisals
put the supervisor in a position of being the expert on the employee’s performance. Although the
appraisal process can take place between supervisor and employee alone, the use of a third party can
greatly facilitate the success of the approach. The message is thus clearly sent to all involved that this
process is important to the farm organization.

Appraisals, social responsibility and whole-person development

There is increasingly a need for performance appraisals of staff and especially managers, directors
and CEO'’s, to include accountabilities relating to corporate responsibility, represented by various
converging corporate responsibility concepts including: the ‘Triple Bottom Line’ (‘Profit People
Planet’); Corporate Social Responsibility (CSR); Sustainability; Corporate Integrity and Ethics; Fair
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Trade, etc. The organisation must decide the extent to which these accountabilities are reflected in job
responsibilities, which would then naturally feature accordingly in performance appraisals. More
about this aspect of responsibility is in the directors job descriptions section.

Significantly also, while this appraisal outline is necessarily a formal structure this does not mean
that the development discussed with the appraise, must be formal and constrained. In fact the opposite
applies. Appraisals must address ‘whole person’ development not just job skills or the skills
required for the next promotion.

Appraisals must not discriminate against anyone on the grounds of age, gender, sexual orientation,
race, religion, disability, etc.

PURPOSES OF PERFORMANCE EVALUATION

Performance evaluation serves a number of purposes in organizations (see Exhibit 16-3 for survey
results on primary uses of evaluations). Management uses evaluations for general human resource
decisions. Evaluations provide in put into such important decisions as promotions, transfers, and
terminations. Evaluations identify training and development needs. They pinpoint employee skills
and competencies that are currently inadequate but for which programs can be developed to remedy.
Performance evaluations can be used as a criterion against which selection and development programs
are validated. Newly hired employees who perform poorly can be identified through performance
evaluation. Similarly, the effectiveness of training and development programs can be determined by
assessing how well those employees who have participated do on their performance evaluation.
Evaluations also fulfill the purpose of providing feedback to employees on how the organization
views their performance. Furthermore, performance evaluations are used as the basis for reward
allocations. Decisions as to who gets merit pay increases and other rewards are frequently determined
by performance evaluations.

Each of these functions of performance evaluation is important. Yet their importance to us depends
on the perspective we are taking. Several are clearly relevant to human resource management
decisions. But our interest is in organizational behaviour. As a result, we shall be emphasizing
performance evaluation in its role as a mechanism for providing feedback and as a determinant of
reward allocations.

Performance appraisals seek to meet specific objectives. They include tell and sell, tell and listen,
problem solving, and mixed model. Tell and sell is evaluative in nature. It is used for purely
evaluative purposes. The supervisor coaches by telling the employee the evaluation and then persuad-
ing the employee to follow recommendations for improvement. Tell and listen is evaluative in nature.
The supervisor coaches by telling the employee the evaluation and then listens to the employee’s
reactions to the evaluation in a nonjudgmental manner. Problem solving is developmental in nature
and involves counseling. It is used for employee development purposes. The supervisor does not offer
evaluation but lets the employee decide his or her weak areas and works with the employee to develop
an action plan for improvement. The mixed model combines coaching and counseling. It is used for
both evaluative and development purposes. The supervisor begins the appraisal with a problem-
solving session and concludes with a more directive tell and sell approach.

Performance appraisals can achieve and contribute to when they are properly managed, for example:

e Performance measurement—transparent, short, medium and long-term.
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e Clarifying, defining, redefining priorities and objectives.

e Motivation through agreeing helpful aims and targets.

e Motivation through achievement and feedback.

e Training needs and learning desires—assessment and agreement.

e Identification of personal strengths and direction—including unused hidden strengths.

e Career and succession planning—personal and organizational.

e Team roles clarification and team building.

e Organizational training needs assessment and analysis.

e Appraisee and manager mutual awareness, understanding and relationship.

e Resolving confusions and misunderstandings.

e Reinforcing and cascading organizational philosophies, values, aims, strategies, priorities, etc.

e Delegation, additional responsibilities, employee growth and development.

e Counseling and feedback.

e Manager development—all good managers should be able to conduct appraisals well—it’s a
fundamental process.

e The list goes on.

Performance Evaluation and Motivation: In this Chapter 7, considerable attention was given to
the expectancy model of motivation. We argued that this model currently offers one of the best
explanations of what influences the amount of effort an individual will exert on his or her job. A vital
component of this model is performance, specifically the effort—performance and performance—
reward linkages.

But what defines performance? In the expectancy model, it’s the individual’s performance
evaluation. To maximize motivation, people need to perceive that the effort they exert leads to a
favourable performance evaluation and that the favourable evaluation will lead to the rewards that the
value.

Following the expectancy model of motivation, if the objectives that employees are expected to
achieve are unclear, if the criteria for measuring those objectives are vague, and if the employees lack
confidence that their efforts will lead to a satisfactory appraisal of their performance or believe that
there will be an unsatisfactory payoff by the organization when their performance objectives are
achieved, we can expect individuals to work considerably below their potential.

What do we Evaluate?

The criteria or criterion that management chooses to evaluate, when appraising employee
performance, will have a major influence on what employees do. Two examples illustrate this.

In a public employment agency, which served workers seeking employment and employers seeking
workers, employment interviewers were appraised by the number of interviews they conducted.
Consistent with the thesis that the evaluating criteria influence behaviour, interviewers emphasized
the number of inter placements client in jobs.

A management consultant specializing in police research noticed that, in one community, officers
would come on duty for their shift, proceed to get into their police cars, drive to the highway that cut
through the town, and speed back and forth along this highway for their entire shift. Clearly this fast
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cruising had little to do with good police work, but this behaviour made considerably more sense once
the consultant learned that the community’s city council used mileage on police vehicles as an
evaluative measure of police effectiveness.

These examples demonstrate the importance of criteria in performance evaluation. This, of course,
begs the question: What should management evaluate? The three most popular sets of criteria are
individual task outcomes, behaviours, and traits.

Individual Task Outcomes if ends count rather than means, then management should evaluate an
employee’s task outcomes. Using task outcomes, a plant manager could be judged on criteria such as
quantity produced, scrap generated, and cost per unit of production. Similarly, a salesperson could be
assessed on overall sales volume in his or her territory, dollar increase in sales, and number of new
accounts established.

Behaviours in many cases, it is difficult to identify specific outcomes that can be directly attribut-
able to an employee’s actions. This is particularly true of personnel in staff positions and individuals
whose work assignments are intrinsically part of a group effort. In the latter case, the group’s
performance may be readily evaluated, but the contribution of each group member may be difficult or
impossible to identify clearly. In such instances, it is not unusual for management to evaluate the
employee’s behaviour. Using the previous examples, behaviours of a plant manager that could be
used for performance evaluation purposes might include promptness in submitting his or her monthly
reports or the leadership style that the manager exhibits. Pertinent salesperson behaviours could be
average number of contact calls made per day or sick days used per year.

Note that these behaviours needn’t be limited to those directly related to individual productivity. As
we pointed out in our previous discussion on organizational citizenship behaviour (see specifically
Chapters 1 and 4), helping others, making suggestions for improvements, and volunteering for extra
duties make work groups and organizations more effective. So including subjective or contextual factors
in a performance evaluation—as long as these factors contribute to organizational effectiveness—may
not only make sense; they may also improve coordination, teamwork, cooperation, and overall organi-
zational performance.

Traits the weakest set of criteria, yet one that is still widely used by organizations, is individual
traits. We say they are weaker than either task outcomes or behaviours because they are farthest
removed from the actual performance of the job itself. Traits such as having “a good attitude,”
showing “confidence,” being “dependable,” “looking busy,” or possessing “a wealth of experience”
may or may not be highly correlated with positive task outcomes, but only the native would ignore the
reality that such traits are frequently used in organizations as criteria for assessing an employee’s level
of performance.

Who should Do the Evaluating?

Who should evaluate an employee’s performance? The obvious answer would seem to be his or
her immediate boss! By tradition, a manager’s authority typically has included appraising
sub-ordinates’ performance. The logic behind this tradition seems to be that since managers are held
responsible for their employees’ performance, it only makes sense that these managers do the
evaluating of their performance. But that logic may be flawed. Others may actually be able to do the
job better.
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Immediate Superior: As we implied, about 95 per cent of all performance evaluations at the lower
and middle levels of the organization are conducted by the employee’s immediate boss. Yet a number
of organizations are recognizing the drawbacks to using this source of evaluation. For instance, many
bosses feel unqualified to evaluate the unique contributions of each of their employees. Others resent
being asked to “play God” with their employees’ careers. Additionally, with many of today’s
organizations using self-managed teams, and other organizing devices that distance bosses from their
employees, an employee’s immediate superior may not be a reliable judge of that employee’s
performance.

Peers: Peer evaluations are one of the most reliable sources of appraisal data. Why? First, peers
are close to the action. Daily interactions provide them with a comprehensive view of an employee’s
job performance. Second, using peers as raters results in a number of independent judgments. A
boss can offer only a single but peers can provide multiple appraisals. And the average of several
ratings is often more reliable than a single evaluation. On the downside, peer evaluations can suffer
from co-workers’ unwillingness to evaluate one another and from biases based on friendship or
animosity.

Self-evaluation: Having employees evaluate their own performance is consistent with values
such as self-management and empowerment. Self-evaluations get high marks from employees
themselves; they tend to lessen employees’ defensiveness about the appraisal process; and they make
excellent vehicles for stimulating job performance discussions between employees and their superiors.
However, as you might guess, they suffer from over inflated assessment and self-serving bias.
Moreover, self-evaluations are often low in agreement with superiors’ ratings. Because of these
serious drawbacks, self-evaluations are probably better suited to developmental uses than evaluative
purposes.

Immediate subordinates: A fourth judgment source is an employee’s immediate subordinates. For
instance, Datatec Industries, a maker of in-store to computer systems, uses this form of appraisal. The
company’s president says it’s consistent with the firm’s core values of honesty, openness, and
employee empowerment.

Immediate subordinates’ evaluations can provide accurate and detailed in formation about a
manager’s behaviour because the evaluators typically have frequent contact with the evaluate. The
obvious problem with this form of rating is fear of reprisal from bosses given unfavorable evalua-
tions. Therefore, respondent anonymity is crucial if these evaluations are to be accurate.

360-Degree evaluations: The latest approach to performance evaluation is the use of 360-degree
evaluations. It provides for performance feedback from the full circle of daily contacts that an
employee might have, ranging from mailroom personnel to customers to bosses to peers (see Exhibit
16-4, page 119). The number of appraisals can be as few as three or four evaluations or as many as 25;
with most organizations collecting five to ten per employee.

A recent survey shows that about 12 per cent of American organizations are using full 360-degree
programs but the trend is growing. Companies currently using this approach include Alcoa, Du Pont,
Levi Strauss, Honeywell, UPS, Sprint, Amoco, AT & T, and W.L. Gore & Associates.

What’s the appeal of 360-degree evaluations? They fit well into organizations that have introduced
teams, employee involvement, and TQM programs. By relying on feedback from co-workers, cus-
tomers, and subordinates, these organizations are hoping to give everyone more of a sense of
participation in the review process and gain more accurate readings on employee performance.
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Fig. 6.2

The primary objective of the 360-degree performance evaluation is
to pool feedback from all of the employee’s customers.
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Source: Adapted from Personal journal, November 1994, p. 100.
METHODS AND PROCESS OF PERFORMANCE EVALUATION
Steps in a Performance Review Do Background work for the Performance Review:

e Clarify job description and responsibilities.
e Clarify employee development interests and needs.
e List specific development areas for concentration.
e Review performance objectives and performance standards.
e Review progress toward objectives through ongoing feedback and periodic discussions.
e Decide on Purpose(s) Typically the purposes include.
e Giving employees answers to:
What am I expected to do?
How well am I doing?
What are my strengths and weaknesses?
How can I do a better job? How can I contribute more?

Other purposes include providing information about work performance judgmental-provide
basis for reward allocation, promotions, transfers, lay offs; identify high potential employees
developmental-foster work improvement, identify training and development opportunities, develop
ways to overcome obstacles, barriers; establish supervisor employee agreement on expectations
sometimes these two don’t mix well translating organizational goals into individual job objectives
communicating expectations regarding employee. performance providing feedback; coach on how to
achieve objectives diagnosing strengths and weaknesses of employees determining a development
plan for improving job performance. Define the behavioural aspects of performance and analyze
performance; Identify specific problem to be solved identify specific levels of performance
communicate all data to individuals about performance, Gather Performance Data Develop specific,
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measurable, reasonable goals for each worker-make sure the worker accepts the goal, Choose
Performance Review Approach (e.g., Tell and sell, Tell and listen, Problem-solving), Evaluate
(Interpret), Performance Data Prepare for Interview Set Interview Make specific appointment
(at least an hour), Private (hold telephone calls, etc.); arrange effective seating arrangement Use
Characteristics of Constructive Feedback (see handout on effective feedback) Follow-up Action Plan
for Future.

General:

e [deally PA allows management to specify what employee must do; combines feedback and goal
setting.

e Everyone involved needs to recognize that performance appraisal involves human judgment
and information processing; can never be totally objective or infallible.

e System should aim to be easy to operate, easy to explain, easy to maintain, easy to administer.

e System should be job related, relevant, sensitive, reliable, acceptable, practical, open, fair, and
useful.

e Ratee should participate in the development.
e Need to take legal issues into account.

This explained what we evaluate and who should do the evaluating. Now we ask: How do we
evaluate an employee’s performance? That is, what are the specific techniques for evaluation? This
section reviews the major performance evaluation methods.

Written Essays Probably the simplest method of evaluation is to write a narrative describing an
employee’s strengths, weaknesses, past performance, potential, and suggestions for improvement.
The written essay requires no complex forms or extensive training to complete. But the results often
reflect the ability of the writer. A good or bad appraisal may be determined as much by the
evaluator’s writing skill as by the employee’s actual level of performance.

Critical Incidents focus the evaluator’s attention on those behaviours that are key in making the
difference between executing a job effectively and executing it ineffectively. That is, the appraiser
writes down anecdotes that describe what the employee did that was especially effective or ineffec-
tive.

The key here is that only specific behaviours, not vaguely defined personality traits, are cited. A
list of critical incidents provides a rich set of examples from which the employee can be shown those
behaviours that are desirable and those that call for improvement.

Graphic Rating Scales one of the oldest and most popular methods of evaluation is the use of
graphic rating scales. In this method, a set of performance factors, such as quantity and quality of
work, depth of knowledge, cooperation, loyalty, attendance, honesty, and initiative, is listed. The
evaluator then goes down the list and rates each on incremental scales. The scales typically specify
five points, so a factor such as job knowledge might be rated 1 (“poorly informed about work duties”)
to 5 (“has complete mastery of all phases of the job”).

Why graphic ratings are scales so popular? Though they don’t provide the depth of information
that essays or critical incidents do, they are less time consuming to develop and administer. They also
allow for quantitative analysis and comparison.

Behaviourally Anchored Rating Scales behaviourally anchored rating scales (BARS) combine
major elements from the critical incident and graphic rating scale approaches: The appraiser rates the
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employees based on items along a continuum, but the points are examples of actual behaviour on the
given job rather than general descriptions or traits.

BARS specify definite, observable, and measurable job behaviour. Examples of job-related behav-
iour and performance dimensions are found by asking participants to give specific illustrations of
effective and ineffective behaviour regarding each performance dimension. These behavioural
examples are then translated into a set of performance dimensions, each dimension having varying
levels of performance. The results of this process are behavioural descriptions, such as anticipates,
plans, executes, solves immediate problems, carries out orders, and handles emergency situations.

Multi-person Comparisons evaluate one individual’s performance against the performance of one
or more others. It is a relative rather than an absolute measuring device. The three most popular
comparisons are group order ranking, individual ranking, and paired comparisons.

The group order ranking requires the evaluator to place employees into a particular classification,
such as top one-fifth or second one-fifth. This method is often used in recommending students to
graduate schools. Evaluators are asked whether the student ranks in the top 5 per cent of the class, the
next 5 per cent, the next 5 per cent, and so forth. But when used by managers to appraise employees,
managers deal with all their subordinates. Therefore, if a rater has 20 employees, only four can be in
the top fifth and, of course, four must also be relegated to the bottom fifth.

The individual ranking approach rank-orders employees from best to worst. If the manager is
required to appraise 30 employees, this approach assumes that the difference between the first and
second employee is the same as that between the twenty-first and twenty-second. Even though some
of the employees may be closely grouped, this approach allows for no ties. The result is a clear
ordering of employees, from the highest performer down to the lowest.

The paired comparison approach compares each employee with every other employee and rates
each as either the superior or the weaker member of the pair. After all paired comparisons are made,
each employee is assigned a summary ranking based on the number of superior scores he or she
achieved. This approach ensures that each employee is compared against every other, but it can
obviously become unwieldy when many employees are being compared.

Multiperson comparisons can be combined with one of the other methods to blend the best from
both absolute and relative standards. For example, in an effort to deal with grade inflation, Dartmouth
College a few years back changed its transcripts to include not only a letter grade but also class size
and class average. So a prospective employer or graduate school can now look at two students who
each got a B in their physical geology courses and draw considerably different conclusions about each
because next to one grade it says the average grade was a C, while next to the other it says the average
grade was a B+. Obviously, the former student performed relatively better than did the latter.

Practical Approaches to Performance Appraisal

According to the Creamer and Janosik that performance appraisal is not about a single event, such as
completing a standard review form, but rather a process that is ongoing. Appraisal activities, as an
ongoing process, should connect the process to organizational functioning and have as their focus
staff improvement, not simply salary adjustment and/or disciplinary action. Davis (2001) proposed a
model of performance appraisal for use in student affairs that includes three phases: Getting
started/renewal, Achievement, and Evaluation. The model includes detailed suggestions for conducting
an appraisal interview.
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Creamer and Janosik outline several approaches to performance appraisal, including behaviour
based approaches, results-focused approaches, and appraisals of team performance.

Behaviour-Based Approaches: These approaches tend to use specific performance factors to
evaluate staff. Measures of performance can be either quantitative or qualitative.

One approach is the conventional rating scale. These scales use words or phrases to describe the
degree to which certain behaviours or characteristics are displayed. Categories for behaviourally
anchored scales can be created from job descriptions. If there are no appropriate behaviours or
characteristics within job descriptions, supervisors should work with staff to determine what
behaviours and characteristics would be most useful in an appraisal setting.

Another way of approaching this type of appraisal is the behaviourally anchored scale. In this
approach, broad categories of practice are identified, ideally through collaborations between supervi-
sors and staff. Specific job behaviours are then linked to the categories. Measures of staff member
behaviour are rated on a scale in relation to specific behaviour items, such as “understands department
functions.”

Henderson (1980) notes that job-dimensions usually yield similar broad categories, such as plan-
ning, setting priorities, and responsiveness to supervision. Categories such as these may be useful in
framing evaluation criteria in this approach to appraisal.

Another means of approaching behaviour-based appraisal is the behavioural frequency scale. Here,
desired behaviours are described and the staff member is evaluated on how often those behaviours
occur.

The weighted checklist is another way of approaching behaviour-based appraisal. This method
provides a list of performance related statements that are weighted. Staff members are judged on a
scale indicating the degree to which the statement accurately describes performance.

A final approach to behaviour-based appraisal is the forced-choice method. Here, a list of performance
related statements about job performance are evaluated on how well they discriminate among staff
and how important they are to unit or institutional performance. Discrimination and desirability
statements are placed on a grid in clusters that differ on discrimination but are closely related in
desirability. Discrimination and desirability are multiplied to yield a total scale score.

Results-Focused Approaches: Creamer and Janosik (in press) note that there are both advantages
and disadvantages to results-based performance appraisal approaches. On the positive side, they produce
short and long-term results in the context of original performance and organizational objectives, are
generally perceived as fair, tend to generate high levels of commitment to the organization, and they
encourage a high level of participation and are thus defensible. On the negative side, they can be
overly results oriented especially in educational organizations, and they may be inflexible.

If supervisors determine that the advantages outweigh disadvantages, results-focused approaches
may be incorporated. There are two general techniques of enacting results-focused approaches:
Management by Objectives (MBO) and Accountabilities and Measures (Grote, 1996).

MBO emphasizes participation by all organization members. Grote identifies the following core
elements in MBO:

e Formation of trusting and open communication throughout the organization.
e Mutual problem solving and negotiations in the establishment of objectives.
e Creation of win-win relationships.
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e Organizational rewards and punishments based on job-related performance and achievement.

e Minimal uses of political games, forces, and fear.

e Development of a positive, proactive, and challenging organizational climate.

Additionally, Grote defines eight steps in the MBO process:

1.

o >

7.
8.

Formulate long-range goals and strategic plans.

2. Develop overall organizational objectives.
3.
4. Set realistic and challenging objectives and standards of performance for members of the

Establish derivative objectives for major operating units.

organization.
Formulate action plans for achieving the stated objectives.

. Implement the action plans and take corrective action when required to ensure the attainment of

objectives.
Periodically review performance against established goals and objectives.
Appraise overall performance, reinforce behaviour, and strengthen motivation.

Supervisors need to ensure that appraisal processes are congruent with objectives and goals. An
MBO rating form needs to provide space to list staff member objectives in order of importance, as
well as space for the evaluator to describe staff member performance using a mutually agreed upon
scale. Categories of performance can include: distinguished performance, competent performance,
provisional performance, and inadequate performance.

Accountabilities and Measures approaches involve the supervisor and staff member agreeing on
accountability and performance factors and including them in the job description. Performance is
then forecast for each factor to enable quantifiable measures for each factor. An Accountabilities and
Measures form can be created, with performance factor categories.

Performance Appraisals Process

e Prepare: Prepare all materials, notes agreed tasks and records of performance, achievements,

incidents, reports etc. anything pertaining to performance and achievement—obviously include
the previous performance appraisal documents and a current job description. A good appraisal
form will provide a good natural order for proceedings, so use one. If your organization
doesn’t have a standard appraisal form then locate one, or use the template below to create one,
or download and/or adapt the appraisal forms from this page. Whatever you use, ensure you
have the necessary approval from your organization, and understand how it works. Organize
your paperwork to reflect the order of the appraisal and write down the sequence of items to be
covered. If the appraisal form includes a self-assessment section and/or feedback section (good
ones do) ensure this is passed to the appraisee suitably in advance of the appraisal with relevant
guidance for completion. A sample performance appraisal template is available free below,
which you can adapt and use to create your own form. Part of your preparation should also
consider ‘whole-person’ development—beyond and outside of the job skill-set—as might
inspire and appeal to the appraisees. Many people are not particularly interested in job skills
training, but will be very interested, stimulated and motivated by other learning and develop-
ment experiences. Get to know what your people are good at outside of their work. People’s
natural talents and passions often contain significant overlaps with the attributes, behaviours
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and maturity that are required and valued in the workplace. Use your imagination in identifying
these opportunities to encourage ‘whole-person’ development and you will find appraisals can
become very positive and enjoyable activities. Appraisals are not just about job performance
and job skills training. Appraisals should focus on helping the ‘whole person’ to grow and
attain fulfillment.

e Inform: Inform the appraisee—ensure the appraisee is informed of a suitable time and place
(change it if necessary), and clarify purpose and type of appraisal—give the appraisee the
chance to assemble data and relevant performance and achievement records and materials. If
the appraisal form does not imply a natural order for the discussion then provide an agenda of
items to be covered.

e Venue: Ensure a suitable venue is planned and available—private and free from interruptions
—observe the same rules as with recruitment interviewing—avoid hotel lobbies, public
lounges, canteens—privacy is absolutely essential (it follows also that planes, trains and auto-
mobiles are entirely unsuitable venues for performance appraisals......).

e Layout: Room layout and seating are important elements to prepare also - don’t simply accept
whatever layout happens to exist in a borrowed or hired room - layout has a huge influence on
atmosphere and mood—irrespective of content, the atmosphere and mood must be relaxed and
informal—remove barriers—don’t sit in the boss’s chair with the other person positioned
humbly on the other side of the desk; you must create a relaxed situation, preferably at a
meeting table or in easy chairs—sit at an angle to each other, 90 degrees ideally—avoid face to
face, it’s confrontational.

e Introduction: Relax the appraisee—open with a positive statement, smile, be warm and
friendly—the appraisee may well be terrified; it’s your responsibility to create a calm and non-
threatening atmosphere. Set the scene—simply explain what will happen—encourage a discus-
sion and as much input as possible from the appraisee—tell them it’s their meeting not yours.
Confirm the timings, especially finishing time. If helpful and appropriate begin with some
general discussion about how things have been going, but avoid getting into specifics, which
are covered next (and you can say so). Ask if there are any additional points to cover and note
them down so as to include them when appropriate.

e Review and measure: Review the activities, tasks, objectives and achievements one by one,
keeping to distinct separate items one by one—avoid going off on tangents or vague unspecific
views. If you’ve done your preparation correctly you will have an order to follow. If something
off-subject comes up then note it down and say you’ll return to it later (and ensure you do).
Concentrate on hard facts and figures, solid evidence—avoid conjecture, anecdotal or non-
specific opinions, especially about the appraisee. Being objective is one of the greatest
challenges for the appraiser—as with interviewing, resist judging the appraisee in your own
image, according to your own style and approach—facts and figures are the acid test and
provide a good neutral basis for the discussion, free of bias and personal views. For each item
agree a measure of competence or achievement as relevant, and according to whatever measure
or scoring system is built into the appraisal system. This might be simply a yes or no, or it
might be a percentage or a mark out of ten, or an A, B, C. Reliable review and measurement
requires reliable data—if you don’t have the reliable data you can’t review and you might as
well re-arrange the appraisal meeting. If a point of dispute arises, you must get the facts
straightened out before making an important decision or judgment, and if necessary defer to a
later date.
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e Agree an action plan: An overall plan should be agreed with the appraisee, which should take
account of the job responsibilities, the appraisee’s career aspirations, the departmental and
whole organization’s priorities, and the reviewed strengths and weaknesses. The plan can be
staged if necessary with short, medium and long-term aspects, but importantly it must be
agreed and realistic.

e Agree specific objectives: These are the specific actions and targets that together form the
action plan. As with any delegated task or agreed objective these must adhere to the SMARTER
rules—specific, measurable, agreed, realistic, time-bound, enjoyable, recorded. If not, don’t
bother. The objectives can be anything that will benefit the individual, and that the person is
happy to commit to. When helping people to develop, you are not restricted to job-related
objectives, although typically most objectives will be.

e Agree necessary support: This is the support required for the appraisee to achieve the objec-
tives, and can include training of various sorts (external courses and seminars, internal courses,
coaching, mentoring, shadowing, distance-learning, reading, watching videos, attending meet-
ings and workshops, workbooks, manuals and guides; anything relevant and helpful that will
help the person develop towards the standard and agreed task. Also consider training and
development that relates to ‘whole-person development’ outside of job skills. This might be a
hobby or a talent that the person wants to develop. Developing the whole person in this way
will bring benefits to their role, and will increase motivation and loyalty. The best employers
understand the value of helping the whole person to develop. Be careful to avoid committing to
training expenditure before suitable approval, permission or availability has been confirmed—
if necessary discuss likely training requirements with the relevant authority before the appraisal
to check. Raising false hopes is not helpful to the process.

o Invite any other points or questions: Make sure you capture any other concerns.

e Close positively: Thank the appraisee for their contribution to the meeting and their effort
through the year, and commit to helping in any way you can.

e Record main points, agreed actions and follow-up: Swiftly follow-up the meeting with all
necessary copies and confirmations, and ensure documents are filed and copied to relevant
departments, (HR, and your own line manager typically).

SUGGESTIONS FORIMPROVING PERFORMANCE EVALUATIONS

The performance evaluation process is a potential mine field of problems. For instance, evaluators
can make leniency, halo, and similarity errors, or use the process for political purposes. They can
unconsciously inflate evaluations (positive leniency), understate performance (negative leniency), or
allow the assessment of one characteristic to unduly influence the assessment of other characteristics
(the halo error). Some appraisers bias their evaluations by unconsciously favouring people who have
qualities and traits similar to themselves (the similarity error). And, of course, some evaluators see
the evaluation process as a political opportunity to overtly reward or punish employees they like or
dislike. While there are no protections that will guarantee accurate performance evaluations, the
following suggestions can significantly help to make the process more objective and fair.

Emphasize Behaviours Rather Than Traits Many traits often considered to be related to good
performance may, in fact, have little or no performance relationship. For example, traits such as
loyalty, initiative, courage, reliability, and self-expression are intuitively appealing as desirable
characteristics in employees. But the relevant question is: Are individuals who are evaluated as high
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on those traits higher performers than those who rate low? We can’t answer this question easily. We
know that there are employees who rate high on these characteristics and are poor performers. We can
find others who are excellent performers but do not score well on traits such as these. Our conclusion
is that traits such as loyalty and initiative may be prized by managers, but there is no evidence to
support that certain traits will be adequate synonyms for performance in a large cross-section of jobs.

Another weakness of trait evaluation is the judgment itself. What is “loyalty”? When is an
employee “reliable”? What you consider “loyalty,” I may not. So traits suffer from weak interrater
agreement.

Document Performance Behaviours in a Diary Diaries help evaluators to better organize informa-
tion in their memory. The evidence indicates that by keeping a diary of specific critical incidents for
each employee, evaluations tend to be more accurate and less prone to rating errors. Diaries, for
instance, tend to reduce leniency and halo errors because they encourage the evaluator to focus on
performance-related behaviours rather than traits.

Use Multiple Evaluators as the number of evaluators increases, the probability of attaining more
accurate information increases. If rater error tends to follow a normal curve, an increase in the
number of appraisers will tend to find the majority congregating about the middle. You see this
approach being used in athletic competitions in such sports as diving and gymnastics. A set of
evaluators judges a performance, the highest and lowest scores are dropped, and the final performance
evaluation is made up from the cumulative scores of those remaining. The logic of multiple evalua-
tors applies to organizations as well.

If an employee has had ten supervisors, nine having rated there excellent and one poor, we can
discount the value of the one poor evaluation. Therefore, by moving employees about within the
organization so as to gain a number of evaluations or by using multiple assessors (as provided in
360-degree appraisals), we increase the probability of achieving more valid and reliable evaluations.

Evaluate Selectively Appraisers should evaluate in only those areas in which they have some
expertise. If raters make evaluations on only those dimensions on which they are in a good position to
rate, we increase the interrater agreement and make the evaluation a more valid process. This
approach also recognizes that different organizational levels often have different orientations toward
ratees and observe them in different settings. In general, therefore, we would recommend that
appraisers should be as close as possible, in terms of organizational level, to the individual being
evaluated. Conversely, the more levels that separate the evaluator and evaluate, the less opportunity
the evaluator has to observe the individual’s behaviour and, not surprisingly, the greater the possibil-
ity for inaccuracies.

Train Evaluators: If you can’t find good evaluators, the alternative is to make good evaluators.
There is substantial evidence that training evaluators can make them more accurate raters.

Common errors such as halo and leniency have been minimized or eliminated in workshops in
which managers practice observing and rating behaviours. These workshops typically run from one to
three days, but allocating many hours to training may not always be necessary. One case has been
cited in which both halo and leniency errors were decreased immediately after exposing evaluators to
explanatory training sessions lasting only five minutes. But the effects of training do appear to
diminish over time. This suggests the need for regular refresher sessions.

Provide Employees with Due Process: The concept of due process can be applied to appraisals to
increase the perception that employees are treated fairly. Three features characterize due process
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systems: 1. Individuals are provided with adequate notice of what is expected of them; 2. All relevant
evidence to a proposed violation is aired in a fair hearing so individuals affected can respond; and
3. The final decision is based on the evidence and free from bias.

There is considerable evidence that evaluation systems often violate employees’ due process by
providing them with infrequent and relatively general performance feedback, allowing them little
input into the appraisal process, and knowingly introducing bias into performance ratings. However,
when due process has been part of the evaluation system, employees report positive reactions to the
appraisal process, perceive the evaluation results as more accurate, and express in creased intent to
remain with the organization.

Performance Development Plan

Developing employee performance furthers the mission of the organization and enhances the overall
quality of the workforce within the Organisation by promoting a climate of continuous learning and
professional growth; helping to sustain employee performance at a level which meets or exceeds
expectations; enhancing job or career-related skills, knowledge and experience; enabling employees
to keep abreast of changes in their fields; promoting affirmative action objectives; and motivating
employees. Performance development plans may be considered at each stage of the performance
management process.

An important component of the performance management process is development of employees’
work-related skills, knowledge and experience. The development process offers another opportunity
for you and your employee to work collaboratively to improve or build on his or her performance and
to contribute to organizational effectiveness.

Continuous Learning

Development of employee skills, knowledge and experience is essential in today’s rapidly changing
workplace. In order for the organization to remain competitive and to retain its reputation for
excellence, employees should have up-to-the-minute information and the ability to use new
technologies, adapt to organizational change, work in flatter organizations in which cross-functional
skills and knowledge are required, and work effectively in teams and other collaborative situations.
Employees, too, recognize that it is essential for them to continue to learn so that they will be
effective in their current jobs and able to move into other positions or accept new responsibilities as
circumstances demand.

Preparing the Plan

There are four principal occasions when preparation of a performance development plan might be
considered: 1. After definition or review of performance standards, 2. As a part of the ongoing
process of observation and feedback, 3. As the final element of the performance appraisal process,
4. When an employee initiates a request for education or development opportunities. At any of these
points in the performance management process, you may discuss training, education or development
opportunities with your employee. Identify the specific steps to be taken and document a strategy for
accomplishing these objectives. That documentation should include:

e A description of the specific steps to be taken.
e The names of those who will assist the employee.
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End dates for the completion of the plan’s objectives.
A statement of how successful completion of the plan’s objectives will be appraised.

BEST PRACTICES: PERFORMANCE APPRAISAL

A New Paradigm

Performance appraisal has finally caught up with 21st century management practices. In the old
model, performance appraisal tended to be one-way, adversarial, oriented toward the past and
universally despised by all. In the new model, performance appraisal:

Involves an ongoing process of planning, goal-setting, feedback and performance review.

Is an ongoing series of discussions between supervisor and employee rather than an annual
event?

Focuses on the future more than the past.

Focuses on improving employee performance and career development rather than employees’
mistakes.

Is used as a tool to build trust, open communication and better supervisor/employee relation-
ships at all levels of the organization.

Performance Appraisal Best Practices

Companies with world-class performance appraisal systems generally engage in the following prac-

tices:

Make performance appraisal part of the culture.

Walk the talk. (The CEO must model the right performance appraisal behaviour with his or her
direct reports).

Link performance appraisal to organizational objectives.

Invest in training and education.

Design the system for the unique needs of the organization.

Use performance appraisal to build relationships between supervisors and employees.

e Use flexible, customized appraisal forms.

Separate the compensation conversation from performance review.

Implementing a Performance Management System

Implementing an effective performance management system requires four basic steps:

1.

2.

4.

The planning session: Supervisor and employee mutually agree on the job responsibilities and
goals and the measurement criteria.

Regular performance reviews: Supervisor and employee meet every one to two months to
track progress against the goals.

. Ongoing coaching for improvement: Supervisor and employee identify areas for improvement

and supervisor provides additional coaching and resources.

A formal, year-end performance review: Supervisor and employee agree on performance
versus expectations and plan for the next year.
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Preparing for the Performance Review Session

Experts recommend a five-step process:
1. Review the objectives of the session: The primary objectives are to review performance over
that previous period, discuss any “leftover” issues and plan the future.’

2. Dual preparation: Both supervisor and employee should prepare a rough draft evaluation as
well as lists of any questions or issues to be discussed.

3. Plan your approach: Identify what you want to learn from and convey to the employee. Create
a list of open-ended questions to keep the employee talking during the session.

4. Check your attitude: Are you doing the review because you feel obligated or because your
view it as part of the performance management process?

5. Select the right time and place: Plan at least one hour of uninterrupted time preferably outside
your office, with no distractions or interruptions.

Creating a Customized Appraisal Form

Avoid standardized performance appraisal forms. Instead, create your own customized form that:

¢ Fits the unique needs of your organization and your performance appraisal system.
e Properly documents job-based understandings that develop between supervisor and employee.

Provides easy-to-reference information to properly guide the future development of the em-
ployee.

Is highly flexible.

e Focuses more on the future than the past.

Conclusion

Evaluating individual work performance is a form of control because it ties performance feedback to
rewards and corrective actions. Employee evaluation is an on-going process; taking place informally
every day in the organization performance appraisal is a formal, structured system that compares
employee performance to established standards. Assessment of job performance is shared with
employees being appraised through one of several primary methods of performance appraisals.
Elements in performance appraisal methods are tailored to the organization’s employees, jobs, and
structure. They include objective criteria for measuring employee performance and ratings that
summarize how well the employee is doing. Successful appraisal methods have clearly defined and
explicitly communicated standards or expectations of employee performance on the job. Performance
appraisals seek to meet specific objectives. They include tell and sell, tell and listen, problem solving,
and mixed model. It is used for employee development purposes. The supervisor does not offer
evaluation but lets the employee decide his or her weak areas and works with the employee to develop
an action plan for improvement. Performance appraisals are essential for the effective management
and evaluation of staff. Appraisals help develop individuals, improve organizational performance,
and feed into business planning. Formal performance appraisals are generally conducted annually for
all staff in the organization. Aside from formal traditional (annual, six-monthly, quarterly, or
monthly) performance appraisals, there are many different methods of performance evaluation. The
use of any of these methods depends on the purpose of the evaluation, the individual, the assessor, and
the environment.
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After employee selection, performance appraisal is arguably the most important management tool
a farm employer has at his disposal. The performance appraisal, when properly carried out, can help
to fine tune and reward the performance of present employees. In this chapter we: 1. discuss the
purpose for the performance appraisal, 2. introduce the negotiated performance appraisal approach,
and 3. talk about the steps to achieving a worthwhile traditional performance appraisal.

Base on the information provided by the organizations on their performance appraisal systems, it
can be concluded that the most of the organizations have initiated changes in their performance
management systems in order to improve service delivery and organizational efficiency. In particular,
the setting of the individual goals that are aligned with the objectives of the organization has been
developed in the most organizations. However, this practice can be improved or further developed in
some of them. Key objectives of performance appraisals include: 1. validating selection and other
management or cultural practices; 2. helping employees understand and take responsibility for their
performance; and 3. making decisions about pay or promotions.

Important steps to obtaining useful traditional appraisals include determining the type of data to be
collected as well as who will conduct the appraisal, establishing a rating philosophy, overcoming
typical rating deficiencies, creating a rating instrument, and engaging the employee in making
decisions on future performance changes.

An effective negotiated performance appraisal helps the employee take additional ownership for
both continuing effective performance and improving weak areas. Employee goals set through
performance appraisals should be difficult but achievable, as goals that are overly ambitious are
doomed for failure. Some employees tend to boycott their own progress by setting impossible goals to
achieve. Finally, employees want to know what you think of their work. Letting workers know that
you have noticed their efforts goes a long way towards having a more motivated workforce.
Performance appraisal is concerned with setting objectives for individuals, monitoring progress
towards these objectives on a regular basis in our atmosphere of trust and cooperation between the
appraiser and the apprise. Well designed appraisal systems benefit the organization, managers and the
individuals in different ways and the needs to fulfill certain key objectives if they are to be successful.
Appraisal systems should be designed to focus employees on the both of their short and long-term
objectives and career goals. It is also important to be awareness of the problems associated with the
performances appraisal system.

However, in the context of cultural change and on the basis of a robust performance appraisal
system, this issue should be overcome. Related to this is the broadening of the appraisal base and the
move to multiple assessor appraisals and committee reviews in a number of organizations, which
would provide staff members with the opportunity to respond in case of disagreement. The idea that
competencies are the foundation for effective performance in any job or position is widespread in all
the organizations of the common system. Accordingly, an increasing number of organizations have
recently developed competency frameworks, including core and functional competencies. Client
orientation, with a few exceptions, has not been widely developed. Here again, the issue would be
overcome if cultural change is effective and the leadership role of managers strengthened. A few
organizations of the common system have included the accountability of managers as a key element of
the new performance culture. In these organizations, all managers and staff with supervisory respon-
sibility are held accountable for the effective use of the performance appraisal system as a manage-
ment tool. In practice, the manager is responsible for matching performance at the department/unit
and individual levels, and for the measurement and interpretation of goal achievement and related
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corrective actions. An exemplary performance agreement should lie at the heart of the rigorous
management of individual performance. The development of this agreement would be based on
dialogue between the manager and staff member. It would draw its coherence from the work plans
and budget of the department or unit, the job description of the staff member and the competency
framework of the organization. It would identify objectives that are specific, measurable, agreed,
realistic and time-bound. A range of organizations have taken the necessary steps to move towards
linking pay to performance, regardless of the related pay system (i.e., broad banding system or the
current salary structure). However, it is clear that the need for cultural change is a major imperative.
Organizations are conscious of this prerequisite and have worked (or are working) towards changing
organizational cultures at all levels to emphasize results, performance and competitiveness.

CASE STUDY-I

Performance Appraisal System in the Cyprus Civil Service Problems

The aims of the performance appraisal system currently being used in the civil service, as provided in
the relevant regulations of 1990 and 1993, are the following:

(a) To decide whether employees on probation should be permanent,

(b) To identify employees’ readiness to be promoted to higher posts,

(¢) To help employees develop their abilities, and

(d) To promote a better functioning and management of the civil service.

Unfortunately, there are no signs that the system is being used for the latter two [(¢) and (d)]
purposes, and if it is used, it is done very rarely and not systematically. Since, also, without
exception, all the employees on probation are considered fit to become permanent, the system is, in
practice, used for promotion purposes only. But ironically, even for promotion purposes, the system
is, in practice, used for promotion purpose only. But ironically, even for promotion purposes, the
system is not effective it all, because of the widespread overestimation prevailing—97% of employees
are appraised as having outstanding performance. As a result, outstanding and bad performers are
equalized, and therefore, promotion is basically based on seniority alone, despite the fact that is
should officially (according to public service law) be based on merit, qualification and seniority.

The Public Administration and Personnel Department, which is the central government agency
responsible for all human resource matters in the whole public service, is, since a long time,
examining ways to overcome or minimize this problem, and ultimately, boost the morale of the
employees and the productivity of the public service.

This case study describes the problems of the appraisal system currently being used in the civil
service, their significance to the performance of the public service, and possible ways to address the
problem in the most efficient manner.

The problem described in the paragraph above, and other problems of the system can be attributed
to two main categories of reasons—those arising from the system itself, and those arising from the way
it is implemented.

Problems arising from the system are described below:

e Only one appraisal form is used for all civil servants, without taking into consideration the
duties and responsibilities of each post.
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The evaluation scale of four ratings (outstanding, very satisfactory, satisfactory and non
satisfactory) is inadequate to accurately measure employee’s performance. These ratings have a
reflection on ‘personality’ rather than performance—something which should be avoided.

The description of duties on the appraisal form is completely inadequate.

The criteria contained in the appraisal form are subject to different interpretation by appraises.
No common standards of appraising exist throughout the whole civil service.

No appeal mechanism exists in case of disagreement between the appraiser and the appraisee.

No provision for appraisal interviews exist for setting common targets to be attained by the
employee during the next year.

Problems related to its implementation are as follows:

Performance appraisal system is not considered as an ongoing yearly cycle process, but as a
mechanistic, one a year obligation (‘filling of a form”).

There is a lack of dialogue between the appraiser and the appraisee.

Criteria are not used as they were supposed to be used, and there is a lack of specific objectives
and agreed targets to be achieved, either at the departmental or the individual level.

There is a lack of commitment by Civil Service Managers and no leadership from the very top
to make the system work.

The appraisers seem reluctant to fair/evaluate employees, so as to avoid negative reactions and
conflicts.

Employees themselves are not willing to accept ‘criticism’ and comparison with their colleagues.

There is a perception, among some employees, that appraisers are unable to appraisers in a fair
manner.

Both appraisers and appraisees are not trained to a satisfactory extent.

External interference and influences exist in the system.

The system is quite vulnerable to problems related to human nature, such as subjectivity and to
pressures related to family and other relationships.

There is a tendency for appraisers to appraise in a more lenient manner, in cases where
promotions are imminent.

The Cyprus Public Service

It would be impossible for a performance appraisal system to operate in isolation. In order for such
system to serve its purpose, and to be an effective management tool, it must be designed bearing in
mind the environment in which it operates, and in correlation with the organization’s missions and
strategies. It must also be closely linked to all other human resource management policies.

Some negative situational factors are discussed below:

The structure of the public service is basically bureaucratic, with a high degree of centraliza-
tion, and inflexible organizational structure and procedures.

Objectives and targets, both at the department and individual level, are either absent or vague.

The current payment system in the civil service is a very competitive one and a vast different
exists between the level of public service pay and that of private sector pay, especially with
regard to the entry-level posts (pay in the private sector is lower than that in government)
addition, it does not contain any incentives elements; on the contrary, the majority of civil
servants are entitled to uninterrupted salary acceleration irrespective of actual performance.
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e The civil service is highly unionized, with one powerful union: PASYDY.
e Cyprus is a small country; it citizens are inevitably close to each other and this may lead, to
some extent, to a culture of favouritism.
Some promising changes in the recent years are as follows:

e Some years ago, the Council of Ministers approved a ‘comprehensive plan for reforming the
entire civil service’, most of the provisions of which are at the implementation stage. The plan
includes measures for controlling the size of the public service and improving its productivity.
Among others, it provides for:

Reforming the existing payment system, in order to make it more realistic, fair, and
flexible.

Improving the public service performance appraisal system.

Restructuring departments and moving towards decentralization.

Improving the schemes of service (job descriptions) with a view to re-designing and
enriching jobs and adhering to European Union requirements.

Enhancing mobility of staff within the civil service.

Improving the selection and recruitment procedure.

Simplifying procedure.

Introducing new technology.

e The House of Parliament, political parties and the new government, elected in 2003, support
the plan for reforming the civil service, and, especially, the introduction of a new performance
appraisal system.

e The civil service trade union, PASYDY, seems to agree with the public service plan to improve
the appraisal system.

Addressing the Problem

Early in the previous decade, it was made clear that the performance appraisal system was not
succeeding in its goals; therefore, a decision had to be made to either partly change the current system,
or introduce a new one. Because of the complexity of the subject and its importance with regards to
the productivity of the civil service, it was decided to design and implement a new appraisal system.

To achieve that, first, it should be made clear what went wrong with the current system and how
the mistakes of the past could be avoided. The methodology of redesigning a new system should
involve:

e Collection of data from all interested parties (e.g., top-level management, PASYDY, political
parties, etc.) via personal interview and questionnaires.

e Careful examination of appraisal systems used in other countries, with a view to incorporating
any useful elements into the new system, always taking into consideration the Cypriot civil
service culture.

After a comprehensive evaluation of the data collected, as described above, a suggestion should be
prepared for a new appraisal system and presented to the decision-makers to approve its
implementation. Decision-makers are: (i) The Minister of Finance who is responsible for the civil
service human resource matters, (i) The Council of Ministers, and (iii) The House of Representatives.
Top civil service managers (permanent secretaries of ministries and heads of departments) and
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PASYDY, the public service trade union, should be consulted, and they should agree on all the
provisions of the proposed system.

The Public Administration and Personnel Department, in cooperation with a private consulting
firm, conducted a survey and came up with a preliminary suggestion that includes, among others, the
following:

Separation of the appraisal process conducted for promotion purposes, from the conducted for
development purposes, in an effort to eliminate the pressure, on behalf of appraisers, to
overrate employees so that they will be promoted to the next level.

At this stage, the ‘criteria’ for appraisal should include competencies (performance indicators).
Assessment on the basis of targets ‘objectives may be incorporated into the system at a later
stage, when the necessary culture prevails.

Detailed definitions of criteria for appraisal, taking into account the duties and responsibilities of
each post, and setting up of departmental committees that will ensure homogeneous evaluation.

Training of appraisers to equip them with the skills, knowledge, and specially, attitudes needed
for effectively appraising employees.

Incorporation of the ‘appraisal interview’ into the system, so as to enhance communication
between the appraiser and the appraisee.

Introduction of the ’self-appraisal process’ in an effort to foster critical self-examination of
one’s performance and areas that one needs to develop.

The next step/challenge is to finalize the suggestion for a new performance appraisal system. It
should be done by taking into account the views of the Attorney General of the Republic regarding the
legality of certain provisions, presenting it to the Council of Ministers and the rest of the decision
makers, gaining the support of all influenced parties including trade unions, and then proceeding with
its implementation.

QUESTIONS

. Critically analyze the performance appraisal system of the civil service in Cyprus.

Suggest method for improving the use of the performance appraisal system for the two key
factor—employee development, and improving the functional efficiency of civil services in
Cyprus.

Analyze the problems arising out of the implementation of the performance appraisal system
and suggest improvements to overcome them.

. Do you think that designing a performance appraisal system in isolation, without addressing the

negative situational factors, would lead to the desired results in this case? If not, suggest an
action plan.

CASE STUDY-2

Developing appraisal to align performance contributions with organizational
goals performance appraisal

A College of Business at a large university (we will not name it, but this is a description of a real
project) is currently implementing a new professor teaching appraisal system that is linked directly to
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college goals. Some of the college goals include teaching international aspects of business, providing
team skills and sensitivity to ethical issues, and encouraging collaborative learning. The dean formed
a committee to develop ways to measure how well professors meet each of these goals. For example,
the committee proposed that student give feedback about how much they developed team collabora-
tion skills in a course or how much they improved their ability to make ethical decisions.

With this type of appraisal system, the college goals are the dimensions on which professor
performance levels are measured. Because the major purpose of the new appraisal system is to
encourage professors to contribute to the college goals in their teaching efforts, merit pay is tied to
well professors rate in the categories.

QUESTIONS

1. A number of professors are concerned that their courses do not contribute to all the goals. For
instance, a course might address the international but not the ethical goal. How do you think
this problem should be dealt with in the appraisal system ?

2. Do you think students should be the rates in this appraisal system ? What other sources of
appraisal would you concerned ?

3. A number of faculty are concerned that student ratings are only a popularity contest and do not
indicate teaching quality or amount of learning. Do you agree ?

EXERCISES

1. Insmall groups design a faculty evaluation system for your college. Here are some key issues to
address:

What should be the criteria?

How should performance be measured (what items, or outcomes, and so on)?
Who should be the raters?

Should faculty set weights on criteria or choose criteria to be evaluated on?

e Should customers be involved in developing the system? Who are the customers?

2. The college goals promote teamwork and a collaborative learning environment. However,
some faculty are gifted presenters and may not perform as well if forced into a different mode
of instruction.

(a) Form small groups of two to six people and discuss this issue. The problem described here
has been characterized as a less than optimal use of the human resource. Describe what you
think this statement means.

(b) What should be done about the problem? Should all faculties be forced into the same mode
of instruction? If not, what should be measured in the appraisal?

CASE STUDY-3

Performance Appraisal

Unique Funds Ltd. is a reputed finance company having 10 branches in different parts of the country.
Its staff includes 290 operative employees and 70 executives. The company has a performance rating
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plan under which the staff members are rated at the end of each financial year by a committee of two
executives by means of graphic scale. The qualities considered are: Responsibilities, initiative,
dependability, leadership potential, cooperative attitude and community service. After the
performance is evaluated, the ratings are discussed with the concerned employees by their immediate
boss and are used to counsel them and arrange further training for them. The ratings are also used for
granting or with holding of increments and promoting or meritorious staff.

Recently, two employees working at the Head Office have been denied annual increments due to
comparatively low ratings. They have made a representation to the Chief Executive of the company
expressing their dissatisfaction with the appraisal system and insisting that community service is not a
part of their job and it should not influence their ratings. The employees seem to organize a union and
demand that annual increments should be granted automatically.

The Chief Executive feels that performance appraised is a dangerous source of friction and so it
should be discontinued altogether.

QUESTIONS

1. If you were the Human Resource Manager, how would you defuse the problem?

2. How far do you agree with the Chief Executive’s view that performance appraisal should be
discontinued?

3. On what lines would you recommend modifications in the performance appraisal system of the
company?

CASE STUDY-4

Internal appraisal and goal setting at FedEx: performance appraisal

Appraisal ratings from multiple sources can provide a rich source of feedback to employees. How-
ever, translating this feedback into concrete objectives that will guide and improve performance in the
next appraisal period may be difficult. To improve its internal operations, FedEx is shifting to a
future oriented approach and a 360 degree “goal-setting system.”

How does this system work? Departments at FedEx assess how well other departments are provid-
ing needed inputs to their internal customers. Based on the ratings it receives, each department
summarizes the goals of its internal customers and then provides those customers with a service
guarantee. For example, FedEx HR department has provided the following guarantee to its internal
customers:

e Timely response.

e A 24-hour turnaround for feedback on important requests.

e Two-hour response time to emergency call.

e Critical feedback on equal employment opportunity and employee grievances.
e Semi-annual training sessions on topical subjects.

e Updates on employee relations issues.

e Meetings with managers to review recruitment, plants, goals, and results.

e Bimonthly meetings with employees.
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e These goals set a clear foundation for future customer assessment of how well HR employees

10.

are performing.

QUESTIONS

. A potential problem with 360 degree goal setting is that various internal customers may have

unrealistic and conflicting performance expectations. What actions could managers take to
avoid this problem?

. It is possible for a business to be overly concerned with satisfying customers. For example,

giving away products for free might delight customers but would put the company out of
business. How could a company use customer-driven goal setting to avoid this problem?
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CHAPTER

CoOMPETENCY MAPPING

7.1 INTRODUCTION

Competency-based HR is considered the best HR. In India, however, competency development and
mapping still remains an unexplored process in most IT organizations despite the growing level of
awareness. The underlying principle of competency mapping just about finding the right people for
the right job. The issue is much more complex than it appears, and most HR departments have been
struggling to formulate the right framework for their organization. Competency mapping is a process
of identifying key competencies for a particular position in an organization, and then using it for job-
evaluation, recruitment, training and development, performance management, succession planning,
etc. “The competency framework serves as the bedrock for all HR applications. As a result of
competency mapping, all the HR processes like talent induction, management development,
appraisals and training yield much better results,” however points out that the competency movement
has caught on much better in the non-IT sector than the IT sector. Only a few IT organizations which
are at the higher end of the HR value chain are known to be doing some work in this area; most are
more busy handling recruitment and compensation-related matters. “Unless managements and HR
heads have holistic expectations from their HR departments, the competency movement is unlikely to
succeed as it requires lot of time, dedication and money,” pointing out that before an organization
embarks on this journey it has to be very clear about the business goals, capability-building impera-
tives and core competencies of the organization. The competency mapping process needs to be
strongly integrated with these aspects.

Best organizations succeed not because they have right people. A person may be capable of doing
things, which may be, bring in a paradigm shift in the industry and make you a leader but only if they
are provided an opportunity. Being capable alone does not have any significance unless one can prove
it. It is surprising what a man can do when he has to and how little most of the men do when they
don’t have to companies usually design the job descriptions and then search for the best people mainly
on the basis of qualifications. Scanning the competencies of the applicants will provide the company
a pool of employees with grate potential for performance excellences.

138
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What is Competency?

Competency is an underlying skill, potential characteristics, or motive demonstrates by a various
observable behaviours that contribute to outstanding performance in a job. Competencies exist at
different levels of personality. The various levels are:

e Knowledge: Information that an individual has in a particular area.

e Skills: An individual’s ability to do something well.

e Behaviour: Action of a person in a given situation.

o Personal Characteristics:
Traits: A typical way of behaving such as taking initiatives.
Motives: A fundamental and often unconscious driver of thoughts and behaviour for example
concern for excellence. Personal characteristics are hard to develop and it is more cost effective

to select people having the desired personality traits. Knowledge and skills are easy to develop
so training is cost effective.

What is Competency Mapping?

In this work we adopt the definition of competence as “effective performance within a domain/context
at different levels of proficiency”, as given in (Cheetam and Chivers, 2005). Note that there exists
some confusion on the term competency in the literature. (IEEE RCD, 2005; IMS RDCEO, 2002)
define the stricter term of competency as “any form of knowledge, skill, attitude, ability, or learning
objective that can be described in a context of learning, education or training”. In fact, if that
information becomes part of the competency definition, its reusability is drastically reduced (with the
consequence of, e.g., having different competency definitions for each context in which a competency
is applied, and for any proficiency. “A specific, identifiable, definable, and measurable knowledge,
skill, ability and/or other deployment related characteristic (e.g., attitude, behaviour, physical ability)
which a human resource may possess and which is necessary for, or material to, the performance of an
activity within a specific business context”. In this case, “measurable” indicates a relationship with a
specific proficiency level and competency now applies only to the business context.

As stated above, current approaches to modeling competencies do not explicitly address profi-
ciency level and context. On the contrary, we believe that competency, proficiency level and context
are three different dimensions that should be modeled separately in order to maximize their reuse.

It is about identifying preferred behaviours and personal skills which distinguish excellent and
outstanding performance from the average. A Competency is something that describes how a job
might be done, excellently; a Competence only describes what has to be done, not how. So the
Competences might describe the duties of a Sales Manager for example, such as manage the sales
office and its staff, prepare quotations and sales order processing, manage Key Accounts and super-
vise and motivate the field sales force. The Competencies which might determine excellence in this
role could include Problem Solving and Judgment; Drive and Determination; Commercial Aware-
ness; Inter-personal skills etc. all of which might be described further by Behavioural Indicators
relating specifically to that post in that organization. The broad concept might be said to be based on
the frequently quoted adage: people get hired for what they know but fired for how they behave!

Competency Mapping is a process of identifies key competencies for an organization and/or a job
and incorporating those competencies throughout the various processes (i.e., job evaluation, training,
recruitment) of the organization. To ensure we are both on the same page, we would define a
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competency as a behaviour (i.e., communication, leadership) rather than a skill or ability. The steps
involved in competency mapping with an end result of job evaluation include the following:
1. Conduct a job analysis by asking incumbents to complete a position information questionnaire
(PIQ). This can be provided for incumbents to complete, or you can conduct one-on-one interviews
using the PIQ as a guide. A sample PIQ that we use when conducting this step with our clients was
provided to this client. The primary goal is to gather from incumbents what they feel are the key
behaviours necessary to perform their respective jobs. 2. Using the results of the job analysis, you are
ready to develop a competency based job description.

When the technique is applied this way, it is not strictly correct to call it “concept mapping”. The
term implies that what is being measured is purely conceptual, but no assessment method captures
pure conceptual understanding: there is always a practical element. Furthermore, computer program-
ming is not in itself a pure theory subject. The ability to write useful, efficient and correct programs
is more of a craft than a science. Because practical abilities such as proficiency with the compiler are
likely to affect students’ marks, it is to be expected that they should show up on the map—indeed, for
some tasks they might dominate the clustering pattern. “Competency mapping” is a better phrase. A
competency is a practical ability that is informed to some degree by theoretical understanding: this is
a much better model for assessment than any purely conceptual model. Although the aim of the
assessment may be to work out the students’ grasp of a concept, what is measured is of necessity the
result of some practical process.

Fig: 7.1 Competence is the combination of Context, Competency and Proficiency Level

Proficiency
level

Competency

Competence

History of Competencies

A team of Educationists lead by Benjamin Bloom in the USA in mid fifties laid the foundation for
identifying educational objectives and there by defining the knowledge attitudes and skills needed to
be developed in education. The task force lead by Bloom took several years to make an exhaustive
classification of the educational objectives that were grouped under the cognitive domain.

David McClelland the famous Harvard Psychologist has pioneered the competency movement
across the world. His classic books on “Talent and Society”, “Achievement Motive”, “The Achieving
Society”, “Motivating Economic Achievement” and “Power the Inner Experience” brought out
several new dimensions of the competencies. These competencies exposed by McClelland dealt with
the affective domain in Bloom’s terminology. The turning point for competency movement is the
article published in American Psychologist in 1973 by McClelland titled where in he presented data
that traditional achievement and intelligence scores may not be able to predict job success and what is
required is to profile the exact competencies required to perform a given job effectively and measure
them using a variety of tests. As Douglas Brey and his associates at AT and T in the US where in they
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presented evidence that competencies can be assessed through assessment centers an on the job success
can be predicted to some extent by the same has laid foundation for popularization of the competency
movement.

Latter McBer a Consulting Firm founded by David McClelland and his associate Berlew have
specialized in mapping the competencies of entrepreneurs and managers across the world. They even
developed a new and yet simple methodology called the Behaviour Event Interviewing (BEI) to map
the competencies. With increased recognition of the limitations performance appraisal in predicting
future performance potential appraisal got focused. And assessment centers became popular in
seventies. The setting up an assessment center was in integral part of the HRD plan given to L & T by
the IIMA professors as early as in 1975. L & T did competency mapping and could not start assessment
centers until much latter as it was not perceived as a priority area.

Competency mapping is the process of identification of the competencies required to perform
successfully a given job or role or a set of tasks at a given point of time. It consists of breaking a given
role or job into its constituent tasks or activities and identifying the competencies (technical, managerial,
behavioural, conceptual knowledge, an attitudes, skills, etc.) needed to perform the same success-
fully. Competency assessment is the assessment of the extent to which a given individual or a set of
individuals possess these competencies required by a given role or set of roles or levels of roles.
Assessment centers use multiple methods and multiple assessors to assess the competencies of a given
individual or a group of individuals. In order to enhance objectivity they use trained assessors and
multiple methods including psychometric tests, simulation exercise, presentations, in-basket exer-
cises, interviews, role-plays, group discussions etc. The methods to be used depend on the nature of
competencies.

Who Identifies Competencies?

Competencies can be identified by one of more of the following category of people: Experts, HR
Specialists, Job Analysts, Psychologists, Industrial Engineers etc. in consultation with: Line Managers,
Current and Past Role Holders, Supervising Seniors, Reporting and Reviewing Officers, Internal
Customers, Subordinates of the role holders and other role set members of the role (those who have
expectations from the role holder and who interact with him/her).

Benefits of Competency Mapping

Competency maps have many potential benefits for students and teaching staff. Of course, because
staff and students share many goals, these benefits are not entirely divisible; some aspects of compe-
tency mapping will benefit both staff and students. A partial list of potential uses for competency
mapping follows. It is likely that more benefits will be discovered as the technique matures.

Benefits for Staff

If competency mapping can actually give a picture of the structure of the course as the students
experience it, teaching staff will be able to use that picture as the basis for course refinement. The
identification of key concepts is the first step towards designing a syllabus. The information gained
can also be published to the students, for example by including it in the subject information handout
that students usually receive in their first lecture, or by putting it on the courseware web page.

Of course, it is quite possible that the structure revealed by analysis of student results does not match
the lecturer’s idea of the conceptual structure of the course. In this case, the revealed structure may
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suggest ways in which the course can be improved. For example, if two competencies that should be
related (for example, C pointers and passing by reference) are not clustered together, it could indicate a
need to make the connection more explicit to the students. If the competency map uses all the coursework
marks as input, this will not help the students of that year; however, it may well help teaching staff to
refine the coursework for the next delivery of the course. It would also be useful to staff who are
teaching follow-on courses, as they would gain a better idea of which topics need revision.

There are different approaches to competency analysis. While some competency studies take
months to complete and result in the vague statements that have little relevance to the people in the
organization but if done well they provide the following benefits of the organizations:

e Increased productivity.
e Improved work performances.
e Training that focused on organizational objectives.

Employees know up front what is expected of them.

Employees are empowered to partners in their own performance development.

The approach builds trust between employees and the managers.

7.2 COMPETENCIES AND HR

In the struggle to rethink new approaches to HR, many private businesses and government entities are
moving toward competencies and competency-based systems as the answer to meeting organizational
needs. But, what do we mean by competencies and how do they actually relate to HR? For the purpose
of this study, the following definition was chosen for the word “competency”: “An underlying
characteristic of an employee (i.e., a motive, trait, skill, aspects of one’s self-image, social role, or a
body of knowledge) which results in effective and/or superior performance (Boyatzis, 1982).”
Competencies may be grouped as follows (Tucker and Cofsky, 1994):

Skills: The demonstration of expertise (e.g., the ability to make effective presentations, or
to negotiate successfully);

Knowledge: Information accumulated in a particular area of expertise (e.g., Accounting, Hu-
man resources management);

Self-concepts:  Attitudes, values and self-image;
Traits: A general disposition to behave in certain ways (e.g., flexibility); and
Motives: Recurrent thoughts driving behaviours (e.g., drive for achievement, affiliation).

Organizations that have used competencies tend to define these competencies in their own terms,
tailored to their own unique situations. The National Park Service, for example, defines its competen-
cies as a combination of knowledge, skills, and abilities in a particular career field which when acquired,
allows a person to perform a task or function at a specifically defined level of proficiency. Competencies
can be further broken down into different categories that distinguish different purposes and/or uses:

Essential Competencies serve as the foundation of knowledge and skills needed by everyone.
(Spencer etal., 1990). These can be developed through training and are relatively easy to identify.

Differentiating Competencies distinguish superior performance from average performance (Spencer
etal., 1990). These include self-concepts, traits and motives and although hard to develop, can determine
long-term success on the job. With a valid competency-development methodology, one can define,
measure and reward these competencies.
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Strategic Competencies include those that are “core” competencies of the organization. These tend
to focus on organizational capability and include competencies that create a competitive advantage
(e.g., innovation, speed, service, technology).

Why Competencies?

Competencies can be used to facilitate change in Human Resources: There is recognition that the
role of HR is moving from an emphasis on rules to a focus on results. To help facilitate this paradigm
shift, a variety of organizations, both public and private, are identifying new competencies. Compe-
tencies are being used as a way to refocus the organization on what is really important and what it
takes for the workforce to be successful. In addition, competencies provide the mechanism to zero in
on the technical aspects of a particular job and devise a critical path through regulations and laws to
the results desired by management. Furthermore, competency models highlight competencies needed
by the organization and serve as vehicles for change.

Competencies can be used to ‘““raise the bar’’ on employee performance: According to a 1996
American Compensation Association (ACA) study focusing on competency applications in HR,
Organizations are using competencies to integrate selection, training, appraisal, and compensation. In
staffing, competencies are used to select and promote employees. In human resources development,
competencies are used to identify and close the gaps in individuals’ capabilities. In performance
management, competencies and results are appraised to connect how a job was done to the results
achieved. In compensation, pay can be based on the certified skills and competencies used on the job.

Many hope that competencies will also help their organizations communicate desired behaviours,
control costs and increase customer satisfaction.

Competencies are also being used in the following ways to support the new
role of Human Resources

e As a strategy to strengthen the link with organizational culture, results, and individual.

e Performance by emphasizing competencies that are needed across occupational specialties.

e As atool to help describe work and what is required from employees in jobs in a broader, more
comprehensive way.

e Asamethod to align individual and team performance with organization, vision, strategies, and
the external environment.

How Do Competencies Relate to KSAs?

Traditionally knowledge’s, skills, and abilities (KSAs) have been used in the organization is currently
exploring the use of competencies as the basis for establishing qualifications for employment.
Knowledge, skills and abilities (KSAs) and competencies are not mutually exclusive, but can
complement and build upon each other to reinforce desired behaviours. Determine an appli-
cant’s qualifications for selection or promotion. Such KSAs serve as the foundation for competency
models. Competencies can be used to assess and train employees for future needs, while KSAs focus
typically on what is needed to do the job today. Competencies build upon the same KSAs used under
the current Federal system but are more inclusive in that they also include traits, motives, and
behaviours. Additionally, key knowledge, skills and abilities can be clustered to form a set of
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competencies that determine superior, not just basic, performance. Competencies can then be linked
to a set of behaviours that answer the question, “How do we know good performance when we see it?”
And they can serve as the foundation to hire, train and develop employees and ultimately to set their
pay. The ease of integrating all HR applications and communicating these linkages to stakeholders
appears to be an attractive feature of competencies and serves as the compelling reason for their
increasing popularity over traditional HR methods.

WHAT IS ACOMPETENCY MODEL?

In the book, Human Resource Champions, David Ulrich speaks of a new vision for HR, “that it is
defined not by what it does, but by what it delivers—results that enrich the organization’s value to
customers, investors (taxpayers), and employees.” He believes HR needs to shed “Old Myths” and
take on “New Realities” and adopt competencies and redefine roles focused on results in order to
evolve into a true profession that makes a difference for the organization.

OLD MYTHS
People go into HR because they like HR

NEW REALITIES

HR departments are not designed to provide corpo-
rate therapy or social or people. Health-and-happi-
ness retreats. HR professionals must create the prac-
tices that make employees more compe-titive, not
more comfortable.

Anyone can do HR HR activities are based on theory and research. HR
professionals must master both theory and prac-

tice.

HR deals with the soft side of a business. The impact
of HR practices on business results can and must be
measured, and is therefore not accountable

HR professionals must learn how to translate their
work into financial performance.

HR focuses on costs, which must be controlled

HR practices must create value by increasing the in-
tellectual capital within the firm HR professionals
must add value, not reduce costs.

HR’s job is to be the policy police health-and-
happiness patrol

The HR function does not own compliance managers
do. HR practices do not exist to make employees
happy but to help them become committed. HR pro-
fessionals must help managers commit employees
and Administer policies.

HR is full of fads

HR practices have evolved over time. HR profes-
sionals must see their current work as part of an
evolutionary chain and explain their work with less
jargon and more authority.

HR is staffed by nice people

At times, HR practices should force vigorous debates.
HR professionals should be confrontational and
challenging as well as supportive.

HR is HR’s job

HR work is as important to line managers as are
finance, strategy, and other business domains. HR
professionals should join with managers in
Cham-pioning HR issues.

Source: Ulrich, Dave, Human Resource Champions, Harvard Business School Press, Boston, MA,

1997, p. 18.
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Ulrich’s vision of the “New Realities” of HR is applicable to all sectors. With HR changes
occurring in Government related to HR processes, structures, and delivery of HR services, HR
professionals are taking on new roles to perform effectively in this changing environment.

Fig: 7.2 Making Competencies Work ...
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Competency Research and Development

Using best in class processes:
e Develops competency models with leveled behavioural indicators.
e Updates, and/or validates existing models.
e Globalizes models.

Creating Job Family Competency Models

Companies that have a wide variety of job titles often find there are just a few actual job families.
ITAP can help define those jobs that are related enough to fit into “job families.” Then the develop-
ment of competency models is easier to manage and less expensive.
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Creating Themed Competency Models

Rather than provide competency models for entire organizations, ITAP recommends a focus on
mission critical positions, such as leadership, call center agents, sales professionals, and global
branding themes. Investing in defining effective and exemplar behaviour in just a few of these areas
creates the opportunity for a significant return on investment.

Competency-based HR

If it is possible to define the behaviours that create exemplary employees, and you can create a model
to codify that, you can promote those who “have it”, hire those who “have it”, train those who don’t
have it on how to “have it”, compensate those who exhibit behaviours aligned against the model...
thus drive your organization to achieve a higher level of success.

By supporting your competency design and implementation projects, ITAP can help your organi-
zation across key HR processes such as:

Recruitment and Selection

Services

e Getting the role specification right and designing a recruitment process that attracts the right
candidates.

e Designing and supporting assessment and selection processes that identify, quantify and differ-
entiate the capabilities of good candidates.

e Design and delivery of ‘Behavioural’ interview techniques, which independent research indi-
cates are significantly more effective at predicting success in role than conventional interview-
ing.

e Consolidating and analyzing assessor analysis to ensure full and detailed feedback against the
needs of the role, of critical importance particularly for internal promotion selection processes.

e Training internal assessors in the process skills necessary for effective, high-quality and non-
discriminatory selection.

Benefits

Reduce staff turnover

Reduce recruitment costs

Reduce training costs
e Improve new staff productivity

Improve long-term performance

Improve the return on training and development investment.
Performance Management

Services

e Integrating competencies into existing or new performance management processes.
e Designing or integrating with 360° or other multi-rater processes.
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e Validating, calibrating and assuring the quality of performance management process output.
e Creating effective links between capability, performance and compensation.

Benefits

e Improve the accuracy, consistency and reliability of performance data, within cultures and
across multiple cultures for international organizations.

e Capture and integrate behavioural measures with quantitative measures of performance.
e Improve the performance and capability development output from your process.

e Accurately target rewards and incentives effectively across the international business environ-
ment.

Training and Development

Services

e Identifying training and development needs accurately and methodically across key behavioural
and technical competencies.

e Enabling accurate ‘gap analysis’ between the capability of the individual and the requirements
of current or future roles.

e Facilitating reality-based assessment and valuable feedback through ‘critical incident’ focus.

e Identifying and quantifying T and D needs across teams, functions, locations and organizations,
translating into comprehensive T and D plans.

Benefits

e Radically improve the accuracy of T and D needs analysis.
e Deliver comprehensive T and D plans for individuals, teams, functions, organizations.

e Create T and D processes that identify and deliver the most effective interventions, sensitive to
the cultural norms of international staff.

e Radically improve the return on T and D investment and build the ‘human capital’ of the
organization.

Succession Planning and Capability Mapping

Services

¢ Building succession-planning processes that focus on and deliver the competencies the organi-
zation needs for its current and future roles, not to match job-descriptions and boxes on
organization charts that will be out-of-date by the time the position is available.

e Enabling the identification and accessibility of competency anywhere in the organization, when
it is needed: ITAP’s ‘Real Time Succession’ process.

e Enabling organizations to build accurate ‘maps’ of capability across teams, functions, business
units, locations, countries and regions.

Benefits

e Identify the capabilities the organization needs for its future, not its past.
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¢ Quantify and analyze capability gaps at organization level, against the strategic requirements of
the business, internationally.

e Identify capability surpluses that can be utilized in other parts of the organization.

Assessment Center Design and Delivery

Services

e Designing and building assessment center processes that can be delivered on flexible platforms.

e As events, in modular form, in ‘virtual’ form, in self-assessment formats, in tight or extended
time-scales.

e Utilizing behavioural-event assessment focused against competency-based role profiles, in
selection and/or development scenarios.

e Ensuring accurate and appropriate use of psychometrics, capability measures and other meth-
odologies.

e Ensuring effective assessor training and consistent evaluation of capability.

e Delivering design that ensures applicability and fair assessment across multiple cultures.

Benefits

e Significantly improve the credibility of assessment feedback.

e Develop assessment processes that are genuinely effective across multiple cultures—not just in
the home-country of the organization—so that the international strategic needs of the business
can be met.

e Enable flexible delivery that engages individuals and delivers the information and capability
the organization needs.

Competency approach to the job depends on the competency mapping. Competency mapping is a
process to identify key competencies for an organization and/or a job and incorporating those
competencies throughout the various processes (i.e., job evaluation, training, recruitment) of the
organization. A competency is defined as a behaviour (i.e., communication, leadership) rather than a
skill or ability.

Competency mapping is a process of identifying key competencies for a company or institution and
the jobs and functions within it.

To make it even clearer, we could say that a competency is a behaviour (i.e., communication,
leadership) rather than a skill or ability although it sometimes includes these steps:

Step 1: Find and locate relevant competency resources

The first action here must be to identify what types of competencies the individual most needs to
focus on. The individual may be employed by or seeking employment with an organization that uses
any one of the four ways of categorizing competencies that were identified earlier in the article:
Organization-Wide Core Competencies, Job Family or Business Unit, Position-Specific, or by Levels
of Contribution (i.e., Individual Contributor, Manager, or Organizational Leader).

Then, of course, the next action is to find a resource that covers the types of competencies the
individual is focusing on.
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Some primary options for competency resources would include

1. A variety of competency listings and corresponding materials such as card sorts, are immedi-
ately available on the Internet. (Competency card sorts are decks of cards with individual
competencies described on each card. They are useful for individuals during the sorting
process, in determining the competencies that are part of their map). Some of these resources
are in the public domain while others are not. Some are available at no charge, and some must
be purchased from private consulting organizations.

2. Numerous books on the subject of competency identification, available on the Internet, directly
from publishers, and sometimes at bookstores. On-line booksellers are an immediate source of
these items.

3. Local career coaches who are experienced in identifying competencies.

(Note: The International Association of Career Management Professionals has an “Experts Sec-
tion” on its website, www.iacmp.org <http://www.iacmp.org> that would be a good resource).

4. Informational interviews with known experts in an occupational field, and within key organiza-
tions the individual is targeting in his/her career search. In order to increase the effectiveness of
discussing the individual’s competencies during informational interviews, there is one sugges-
tion to make. Many subject-matter experts, both inside and outside of the human resource field,
have little direct knowledge or experience with the language of competencies or behavioural
science. Therefore, it is found beneficial for the individual to take a sample list of easily
understood competencies, including their own top competencies, to their informational inter-
views. Such a visual aid will provide an example of how the person being interviewed can best
support to meet the individual’s needs for information.

Step 2: Identify one’s competencies and determine their top competencies

As noted in Step 1 above, the individual can identify current competencies directly by using a card
sort. Competencies can also be identified with the assistance of an experienced coach, either organi-
cally through sample interview questions, standardized assessments, answer and writing exercises, or
through the use of a 360-degree feedback process (i.e., a full-circle multi-rater evaluation) where one
is assessed by one’s supervisor, subordinates, peers, customers, clients, or others.

No matter which method is used, the individual should do a quick validation of the list of
competencies that emerge to establish their face validity—in other words, a “reality check.” (A
validation of this sort need not be scientifically done to add important value to the process.) Next, the
individual should identify the four to seven Top Competencies that they believe are the most
important to success at this point in their career. As described in the definition of a “Top Compe-
tency” and “Importance” from the individual’s perspective is an intuitive decision based on a combi-
nation of three factors: 1. Past demonstrated excellence in using the competency; 2. Internal passion
for using the competency; and, 3. The current or likely future demand for the competency in the
individual’s current position or targeted career field.

Three primary ways of validating one’s competencies, and then determining the top competencies,
include:
e A review of the list by an experienced coach who knows the client well, in comparison to an
established list of competencies.

e The inclusion of the individual’s competencies in a 360-feedback or multi-rater evaluation
process, if feedback is sought from others as part of the coaching process.

e Feedback from one or more trusted, experienced mentors.



150 Human Resources Management

Step 3: Define the top competencies using behaviours the individual has demonstrated through
past performance

Career or performance coaches who have expertise in resume writing often are ideally suited to
assist with this task. It can be a somewhat time-intensive task, made easier by the use of competency
development resource materials (see Step 1). One caution is to ensure that behaviours are worded to
include specific, concrete action verbs (e.g., “Helps others see the personal benefits of doing their job
well”) instead of vague, cliche-oriented wording (e.g., “Inspires others to go the extra mile”).
Another suggestion is to limit the number of behaviours per competency to no more than seven, since
the human mind starts to lose its focus once a list exceeds seven items in length.

Step 4: List performance examples of each key behaviour

This is one of the most crucial steps in preparing individuals for competency-based self-presenta-
tion. In addition, it’s a step for which the individual owns the bulk of the initial responsibility, since
the coach does not have easy access the individual’s library of all past experiences. Individuals should
compose a list of their prior work experiences, projects, and volunteer roles. Then, under each entry,
they should spend “quiet time” thinking of one or two concrete behavioural examples—times when
they had positive results from their effort. More recent examples are most advantageous, as they tend
to have greater “selling value.”

Most career coaches have probably encountered many scenarios where individuals state some
difficulty and/or discomfort with coming up with specific examples of accomplishments for resume
writing. A very useful technique for clients in envisioning their competency examples is to suggest
categories of end results, and then ask the individual to brainstorm examples that fit under each
category.

Step 5: Prepare verbal explanations of the examples, using the CAR Model

Many career development practitioners have had experience in preparing clients to develop and
present CAR examples. Provided below are a few tips for coaching individuals to come up with
examples when they are confronted with unexpected interview questions, or requests for unusual
examples:

Have written notes, with condensed CAR examples organized by competency, in one’s portfolio
during an interview or performance discussion.

Take time to pause and think during the discussion—although silence at these times can be a
painful experience to the candidate, when an example does not immediately come to mind. A quick
glance at one’s notes during these times will be a great help, as well. The pausing technique requires
individuals to develop an inner reservoir of tolerance for silence. Becoming comfortable with these
moments of silence requires practice on the part of the individual. Our mainstream Western culture
does not tend to reward silence, as does Eastern thinking and culture.

Ask the questioner to rephrase the question, if the meaning is not clear. This allows
the individual more time to think, and may also result in a more clearly worded question from the
questioner.

Step 6: Use the top competencies and key behavioural examples to write or revise resumes

But there are at least four areas where a competency-based approach to writing a resume has
impact:
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1. In writing a chronological resume, the competency titles and some of the behavioural action
verbs should be integrated into the descriptions of ongoing responsibilities for each position.

2. In writing a functional resume, the headings of the functional accomplishment sections should
lie directly into the titles of the individual’s most important competencies. This is especially
true for self-employed consultants, whose functional experience headings should correlate with
their most important consulting service offerings. Those service offerings should be ones that
incorporate the consultants’ top competencies.

3. In either version of a resume, accomplishment statements should form a solid core of informa-
tion in the experience section. The verbal CAR statements previously developed can be con-
densed into ideal resume accomplishment statements.

4. The summary of qualifications section, usually found at the beginning of a resume, is an ideal
place to list the titles of the individual’s top competencies, almost verbatim.

What Challenges Do Individuals Face, Who Want to Map Their Competencies

Yes, there are some challenges that an individual will have to surmount in order to truly integrate
competency mapping into his or her career management efforts. It is important to highlight some of
those challenges here, and to make some suggestions for overcoming them.

The first challenge has to do with the fact that effective competency mapping calls for some insight
into the requisite competencies for success in the individual’s career field and in key positions of
interest. It is often difficult to find competency-based position descriptions, or organizational lists of
key competencies with effectively-worded behavioural definitions. And many of the key contacts the
individual might seek out for informational interviews will not be used to describing success in an
organization or position in competency terminology. So, the individual’s questions to their contacts
about essential competencies for success in a position or organization may not be answered well or
accurately. These factors will require the individual to do some guessing as to the most desired or
required competencies.

This raises the second challenge. It will be a bit difficult for many individuals to create their own
competency maps, given limited experience with competencies and their behavioural definitions, as
well as some “blind spots” about their own prior accomplishments. The apparent solution is for the
individual to find and hire an experienced career coach, as mentioned earlier. If this option is taken,
the individual should use “due diligence” in selecting their coach by conducting thorough investiga-
tions of candidate coaches’ credentials and experience in working with the design, development and
application of competencies in organizational settings. Many career coaches are experienced in
working with their clients to identify knowledge and skills, but they may not be experienced in the
more substantial practice of identifying competencies as they are used in organizations today. The
major reason for this is that competencies include, in addition to knowledge and skills, other attributes
such as traits, thought patterns, self-esteem, mindsets, and other characteristics that extend beyond
one’s knowledge and skills alone. (This would be a good time for the reader to pause and review my
earlier definition of a competency).

A third challenge has been mentioned earlier. A common occurrence for many career consultants is
encountering individuals who are less than comfortable putting the extra effort into: (a) writing their
examples, and (b) focusing so much on accomplishments, since this activity often feels to them like
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self-congratulatory back-patting. The value of working with an experienced career coach to over-
come these two barriers cannot be overestimated.

Fourth and finally, there is an issue also mentioned earlier that, based on the Gallup Organization’s
research, many competencies may not be “trainable” or, cannot be developed by an individual, no
matter their level of personal effort. Suffice it to say here that a good career coach will do a great
service to individual career clients by seriously focusing on the idea of position or career field “fit” in
light of their current competencies, while advising them to be cautious about attempting to develop
competencies that might not be developable.

Methods of Competency Mapping

The competency mapping process is a way of identifying competencies that are required to meet or
exceed customer requirements. It charts the critical competencies that a person must have and the
desired competencies that would be an added advantage, if the person has them. Competency mapping
aids in both, the recruitment of new staff and in the training requirements of existing staff. For
example, in recruitment, candidates with more of the desired competencies can be recruited, from
among those who have the critical competencies required.

It is not easy to identify all the competencies required to fulfill the job requirements. However, a
number of methods and approaches have been developed and successfully tried out. These methods
have helped managers to a large extent, to identify and reinforce and/or develop these competencies
both for the growth of the individual and the growth of the organization. In the following discussions,
some major approaches of competency mapping have been presented:

Assessment Centre

Before World War II, the German army implemented a multiple-assessment procedure they believed
would greatly help in selecting military officers. The Germans knew that paper and pencil tests alone
didn’t give a proper or total picture of a person’s potential as an officer and wanted to be able to
observe the behaviour of potential candidates under different situations. England and the United
States soon followed Germany’s technique, using a similar procedure to select spies. Since, this
wartime effort, American and European businesses have used and improved the multiple-assessment
concept, now using these centers for staff development and promotional purposes.

An assessment centre is one of the most sophisticated selection methods available. It is a process
incorporating group and individual exercises, tests and interviews for the measurement of performance
against key criteria, which have been identified (by job analysis research) as critical to the success of
a particular position, or level of management. Research has shown assessment centres to be a much
more accurate and cost effective way of selecting individuals than a standard interview. They work on
the principle of multi-trait multi-method assessment. Any single assessment method may give mis-
leading results; some people interview well, while others are good at tests, whereas a well designed
assessment process is based on a criteria/assessment grid and allows multiple assessments of each
criteria.

Why use them?

Many major business, government and non-profit organisations are now using assessment centres to
assist them in selecting their future employees, due to the wide range of benefits they offer.
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Assessment centers can

e Improve the accuracy of selection decisions by providing the opportunity to observe candidates
actually handling the types of tasks and situations with which they will be faced on the job.

e Produce a far higher capacity for predicting job performance than that of an unstructured
interview.

e Save time and money by combining selection, assessment and the identification of training
needs in the same procedure.

e Allow group testing; saving time and staff resources when compared to one-to-one testing.

e Create group dynamics, allowing aspects of the individual to be studied that cannot be mea-
sured by other means.

e Allow one to obtain a more accurate impression of candidates’ true qualities.

e Help an organization in the early identification of management potential and in the diagnosis of
individual management development. Thus, training and development effort can be invested
more cost effectively.

e Provide valuable training for those managers used as assessors, particularly in the areas of
performance appraisal, counseling and interviewing skills.

In short, assessment centers are a good way of predicting how a candidate is likely to behave on a
job.

How can competency models be used to integrate all HR functions?

A competency model, when developed and constructed appropriately, is a beautiful thing. For
example, if a thoroughout job analysis is conducted, the job analyst should have a plethora of
information about the job of interest. These data should alert the HR team which competencies should
be required upon hiring (i.e., the competencies for selection) and which competencies could be
learned on the job (i.e., the competencies for training and development). In addition, since the job
analysis will make very clear that the competencies are absolutely required for effective job perform-
ance, it should also be these same competencies that are used to design compensation systems, develop
incentive programs, and should be the exact criteria on which a performance appraisal system is
based. In other words, the competency model is the mechanism by which all HR functions are linked
together. It is the umbrella. It is the circulatory system. It is the anchor. There are a striking number
of organizations that have yet to discover this truth. However, it is my colleagues and my hope that
HR practitioners will come to understand that this is the best way to develop HR systems that are
effective (valid), fair, and legally defendable.

Why are assessment centers well suited for integrated HR systems?

Several global companies are beginning to discover that an effective tool for linking HR practices
together through competencies is the assessment center method. Assessment Centers (ACs) refer to a
method by which applicants or employees participate in several assessments, some of which are
behavioural simulation exercises, which are observed and rated by multiple trained assessors. The AC
method allows for multiple competencies to be assessed across multiple assessment formats. Research
has shown that the method is quite valid for both selecting/promoting employees as well as for
diagnosing training needs. In addition, because behavioural simulation exercises are used, and feed-
back can be incorporated at multiple points in the assessment process, ACs have also been shown to be
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successful in training and development interventions. We refer to such centers as DACs (Develop-
mental Assessment Centers) because they are for the purpose of assessment, diagnosis, and develop-
ment. If the job analysis/competency modelling process is carried out appropriately, information
collected about the job can be used to develop behavioural definitions for each competency, and can
also be used to develop high fidelity assessments (e.g., behavioural simulation exercises).

Assessment Center Process

Three trained assessors evaluate participants, in groups of six, on their performance in eight indi-
vidual and group exercises. A candidate’s overall evaluation is based on a pooling of information
from the assessors. Performance on the eight exercises rate according to 16 job-related dimensions
that were identified by a team of county chairs at a special job-analysis workshop. The dimensions,
with abbreviated definitions, the exercises, and how the exercises relate to the different roling
dimensions. Here’s a brief description of the eight exercises:

Inbasket: Assesses are given an adequate period of time to respond to a number of actual letter,
memos, etc. taken from county chair inbaskets.

Inbasket: Interview. Assesses explain their handling of these items to assessors.

1. Leaderless Group (Assigned Roles): Assesses are assigned an issue that will require a verbal
report. Adequate preparation time is given. After the report, the balance of the allotted time is
used by the six assesses to come to a consensus on the issue.

2. Leaderless Group (Unassigned Roles): Assesses are each given a description of the same
typical county problem. The group is then charged with coming to a consensus on how to
handle the problem in an allotted time period.

3. Case-Study Analysis: Assesses are given a typical county budget problem and an adequate
amount of time to provide a written solution.

4. Background Interview: Assessor’s interview assesses one-on-one to determine leadership
qualities, communication skills, and ability to work with committees or small groups.

5. Fact Finding: Assesses are given an overview of a conflict in a county office. They then
question the resource person (assessor) for additional facts that would help solve the problem.
After a short period provided to organize their thoughts, they explain to the assessor how
they’d handle the conflict.

6. Interview Simulation: Assesses are given some background information on a “typical” county
agent (either agriculture, or home economics) for overnight perusal. The next day, they
interview this agent (actor) in a performance appraisal setting.

The assessment planning, implementing and continually evaluating such a program worth it?
We’ve discovered, as others have, that the center:
Has greater validity for promotion and selection than traditional techniques.
Having been developed on the basis of a job analysis is inherently content-valid.
Has shown itself to be a better indicator of future success than any other tool yet devised.

BN

Is relatively objective, provides uniform standards for judgment by trained observers, is valid,
and can serve as a developmental experience for the participants.

5. Could aid an organization in the early identification of management potential and in the
diagnosis of individual management development needs so that training and development
efforts can be invested more efficiently.
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We are particularly concerned with numbers 4 and 5, in that we’re trying to provide a valid
developmental activity that not only will aid current chairs, but help administration choose competent
agents for future chair positions. Plans are to continue to help administration select county chairs and
help agents with developmental plans that will aid them in sharpening specific skills needed to be
effectively utilized by the organization.

Critical Incident Technique Method

The critical incident method of performance appraisal involved identifying and describing specific
events (or incidents) where the employee did something really well or something that needs improve-
ment. It’s a technique based on the description of the event, and does not rely on the assignment of
ratings or rankings, although it is occasionally coupled with a ratings type system.

The use of critical incidents is more demanding of the manager since it requires more than ticking
off things on a form—the manager must actually write things out. On the other hand critical incidents
can be exceedingly useful in helping employees improve since the information in them is more
detailed and specific than in methods that involve rating employees.

Some managers encourage employees to record their own critical incidents (where the employee
excelled, situations that did not go well). That’s an interesting variation that places more responsibility
with the employee, and also does not require the manager to have been present when the incident
occurred.

Generally, it’s important that incidents be recorded AS THEY OCCUR, and not written at or
around the annual performance review. Delaying the recording of critical incident reports (either
good incidents or not so good) means a loss of detail and accuracy.

Critical incident technique is a method of gathering facts (incidents) from domain experts or less
experienced users of the existing system to gain knowledge of how to improve the performance of the
individuals involved:

e Basic Description
e How To
e Special Considerations

The Critical Incident Technique (CIT) is used to look for the cause of human-system (or product)
problems to minimize loss to person, property, money or data. The investigator looks for information
on the performance of activities (e.g., tasks in the workplace) and the user-system interface. Both
operators and records (e.g., documented events or recorded telephone calls) can provide such infor-
mation. The investigator may focus on a particular incident or set of incidents which caused serious
loss. Critical events are recorded and stored in a database or on a spreadsheet. Analysis may show how
clusters of difficulties are related to a certain aspect of the system or human practice. Investigators
then develop possible explanations for the source of the difficulty.

Despite numerous variations in procedures for gathering and analyzing critical incidents researchers and
practitioners agree about the definition of what Critical Incident Technique (CIT) analysis should do:

The critical incidents technique can be defined as a set of procedures for systematically identifying
behaviours that contribute to success or failure of individuals or organizations in specific situations.

In real world task performance, users are perhaps in the best position to recognize critical incidents
caused by usability problems and design flaws in the user interface. Critical incident identification is
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arguably the single most important kind of information associated with task performance in usability
oriented context.

Several methods have been developed for conducting usability evaluation without direct observa-
tion of a user by an evaluator. However, contrary to the modern—‘user reported critical incident
method’, none of the existing remote evaluation methods (nor even traditional laboratory-based
evaluation) meets all the following criteria for a successful CIT analysis:

Data are centred around real critical incidents that occur during a task performance.
Tasks are performed by real users.

Users are located in their normal working environment.

Data are captured in normal task situations, not contrived laboratory settings.

Users self report their own critical incidents after they have happened.

No direct interaction takes place between user and evaluator during the description of the
incident(s).

Quality data can be captured at low cost to the user.

Typical application areas

Useful for obtaining in-depth data about a particular role or set of tasks. Also extremely useful to
obtain detailed feedback on a design option.
The basic steps involved are:
Gather facts (incidents) about what actually happened
e Before
e During
e After the incident
Analyse the content of the verbal report.
Infer how to improve performance based on the above feedback.
Step 1: Gathering facts

The methodology usually employed is an open-ended questionnaire, gathering retrospective data.
The events should have happened fairly recently: the longer the time period between the events and
their gathering, the greater the danger that the users may reply with imagined stereotypical responses.
Interviews can also be used, but these must be handled with extreme care not to bias the user.

CIT generates a list of good and bad behaviours, which can then be used for performance appraisal.
Vague, generic answers suggest:

e Poor focus of study to begin with.

e Inaccurate perceptions/memory in users.

e Response bias or cultural norm responding.
Step 2: Content analysis

Subsequent steps in the CIT consist of identifying the content or themes represented by clusters of
incidents and conducting “retranslation” exercises during which the analyst or other respondents sort
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the incidents into content dimensions or categories. These steps help to identify incidents that are
judged to represent dimensions of the behaviour being considered.

This can be done using a simple spreadsheet. Every item is entered as a separate incident to start
with, and then each of the incidents is compiled into categories. Category membership is marked as:

e Identical
e Quite similar
e Could be similar.
This continues until each item is assigned to a category on at least a ‘quite similar’ basis.

Each category is then given a name and the numbers of the responses in the category are counted.
These are in turn converted into percentages (of total number of responses) and a report is formulated.

Step 3: Creating feedback

It is important to consider not only the bad (negative) features of the report, but also the positive
ones, so as not to undo good work, or to make destructive recommendations.

The poor features should be arranged in order of frequency, using the number of responses per
category. Same with the good features.

Go back to the software and examine the circumstances that led up to each category of critical
incident. Identify what aspect of the interface was responsible for the incident. Sometimes one finds
that there is not one, but several aspects of an interaction that lead to a critical incident; it is their
conjunction together that makes it critical and it would be an error to focus on one salient aspect for
instance, to focus on the very last event before the incident when a litany of errors has preceded it.

Drawbacks of the method

1. It focuses on critical incidents therefore routine incidents will not be reported. It is therefore
poor as a tool for routine task analysis.

2. Respondents may still reply with stereotypes, not actual events. Using more structure in the
form improves this but not always.

3. Success of the user reported critical incident method depends on the ability of typical end users
to recognize and report critical incidents effectively, but there is no reason to believe that all
users have this ability naturally.

Interview Techniques

Almost every organization uses the interview techniques in some shape or form, as the part of
competency mapping. Enormous amounts of research have been conducted into interviews and the
numerous books have been written on the subject. There are however, a few general guidelines, the
observation of which should aid the use of an interview for competency mapping.

An interview is a face-to-face situation. The applicant is on guard and careful to present the best
face possible. At the same time, he or she is in tense, nervous and possibly frightened. Therefore,
during the interview, tact and sensitivity can be very useful. The fundamental step is establishing
‘rapport’ putting the interview at ease, conveying the impression that the interview is a conversation
between two friends, and not a confrontation of employees and employers. Once the interviewee is
put at ease the interviewer starts asking questions, of seeking information related to the job. It is
advisable to follow the simple to the complex sequence while asking questions. Leading questions
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should be avoided because they give the impression that the interviewer is seeking certain kinds of
answers. Finally, the interviewer should discuss the interview, identify areas of disagreement, and
make a tentative decision about the candidate.

Before the actual interviews begin, the critical areas in which questions will be asked must be
identified for judging ability and skills. It is advisable to write down these critical areas with
examples, and form a scale to rate responses. If there is more than one interviewer, some
practice and mock interviews will help calibrate variations in individual interviews rating.

The second step is to scrutinize the information provided skills, incidences and experiences in
the career of the candidate, which may answer questions raised around the critical areas. This
procedure will make interviews less defferent from the reality and the applicant will be more
comfortable because the discussion will focus on his experiences.

An interview is a face-to-face situation. Therefore, during the interview, tact and sensitivity
can be very useful. The interviewer can get the better response if he creates a sense of ease and
informally and hence uncover clues to the interviewee’s motivation, attitudes, feelings tem-
perament, etc. which are otherwise difficult to comprehend.

The fundamental step is to establishing the “rapport” by putting the interviewee at ease;
conveying the impression that the interview is conversation between two friends and not the
confrontation between the employee and the employer. One way is to achieve this by initially
asking questions not directly related to the job, i.e., chatting casually about the weather and
journey etc.

Once the interview is put to ease the interviewer starts asking the questions, or seeking
information related to the job. Here, again it is extremely important to lead up to complex
questions gradually. Thus, it is advisable to follow the pattern of simple-to-complex sequence.

Showing the surprises or disapproval of speech, clothes, or answers to questions can also inhibit
the candidate. The interviewee is over-sensitive to such questions. Hence, an effort to try and
understand the interviewee’s point of view and orientation can go long way in getting to know
the applicant.

Leading question should be avoided because they give the impression that the interview is
seeking certain kind of answers. This may create a conflict in the interview, if he has strong
views on the subjects. Nor should the interviewer allow the interview to get out of the hand. He
should be alert and check the interviewee if he tries to lead the discussion in the areas where he
feels extremely competent, if it is likely to stray fro the relevant areas.

The interview should be prepare with precise questions, and not take too much of time in
framing them.

Once this phase is over, the interviewers should discuss the interviewees, identify areas of agree-
ment and disagreement, and make tentative decisions about the candidate. It will be helpful if, in
addition to rating the applicants, interviewers made short notes on their impression of candidates’
behaviour responses. Which can then be discussed later? If the interview is to continue for many days
and evaluation of the days work, content of the questions and general pattern of response should be
made for possible. In addition, large number of methods have been developed to measure and map
competencies. Most of them are of recent origin and are designed to identify those skills, attitudes and
knowledge that are suited for most for specific job.
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Questionnaires

Questionnaires are written list of questions that users fill out questionnaires and return. You begin
questions about your product based on the type of information you want to know. The questionnaires
sources below provide more information on designing effective questions. These techniques can be
used at any point of time of development, depending on the questions that are asked in the question-
naires. Often questionnaires are used after products are shipped to assess customer satisfaction with
the product. Such questionnaires often identify usability issues that should have been caught in house
before the product was released.

(a) Common Matric Questionnaire (CMQ): They examine some of the competencies to work
performances and have five such sections i.e., Background, contact with the people, decision-
making, physical and mechanical activities and work setting.

(b) Functional Job Analysis: The most recent version of Functional Job Analysis uses seven scales
to describe what worker does in their jobs. These are: Things, Data, People, Worker Instruc-
tions, Reasoning, Mathematics and Proficiency of the languages.

(¢) Multipurpose Occupational System Analysis Inventory (MOSAI): The job analysis inventory
collects data from the office of the personal management system through a variety of descrip-
tors. There are two major descriptors such as the task and competencies. Tasks are rated on
importance and competencies are rated on several scales including importance and require-
ments for performing the task.

(d) Occupational Inventory Analysis: The major analysis is based on five folds: Information
Received, Mental Activities, Work Behaviour, Work Goals, and Work Context. Then the
matching is done between competencies and work requirements.

(e) Position Analysis Questionnaire (PAQ): It is the instrument for measuring the job character-
istics that fall into five categories: Information input, mental processes, work output, relation-
ship with other persons and job context.

(f) Work Profiling System (WPS): It helps employers to accomplish the human resources func-
tions. The competency approach is designed to yield reports targeted towards various human
resource functions such as individual development planning, employee selection, and the job
description which covers all types of functions of an organization. This is consisting of
structured questionnaires which measures ability and personality attributes.

Psychometric Tests

Most of the organizations are using the psychometric evaluation as the part of their selection and other
related functions in HR. This is a prospect for some people towards the understanding about the
unknown. It is a standardized measurement of sample behaviour. Most of the psychometric tests are
classified in two broad categories i.e., Aptitude Tests and Achievement Tests.

Some of the methods that can be used to map competencies are

e Identification and Analysis of Tasks/Jobs
e Analyze Recruitment Strategies

e Interviews

e Questionnaires
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e Performance Appraisals: Assessment Centre
e Group feedback

Following is a step-by-step process of creating a competency map

e Profile, a particular job or a role.

e Work out competencies with the help of a job specialist; interviewing past members who have
been successful in that role or current members successful in that role, will additionally help.

e Point out knowledge, skills, attitudes, values etc.

e Competencies are then further broken down into results i.e., what has to be achieved,
behavioural indicators etc.

e Once done, the same process can then be repeated for other roles too.

More on SWOT analysis

A SWOT analysis is a strategic planning tool used to identify the strengths, weaknesses, opportunities
and threats involved in a project or venture. It audits both an organization and its environment.
SWOT gives a good snapshot of an individual’s approach as well as his competencies by indicating
internal factors such as the individual’s strengths and weaknesses, and the external factors in the
environment that serve as opportunities and threats to the individual’s strengths and weaknesses as
well as to the company.

SWOT is highly recommended because of its ease of use and its ability to scope the entire setting
(playing field) i.e., both internal and external factors (environments), its ability to match between the
two and because of its ability to chart out sound strategies thereafter.

How to fill capability gaps?
Once the capability gaps have been identified, they can be filled by:

e Moving to technologies which are recent and the need of the hour.

Obtaining appropriate capabilities.

Training available resources through workshops and seminars.

Coaching and mentoring existing team.

How to avoid capability gaps?

Capability gaps can be avoided by incorporating an integrated strategic planning process to facilitate
development of cohesive planning options that anticipates and identifies potential gaps, so that timely
and cost-effective solutions can be formulated. This planning process, then needs to be integrated to
a smart decision-making process that will seek to implement the outcome of the planning process.

Capability gaps are closely tied with customer needs and requirements. It is crucial then to:

e Constantly define customer needs.

e Constantly review, evaluate solutions and people capabilities. It is pivotal that an organization
keeps pace with the best solutions that the market offers.

e Constantly evaluate to see if customer requirements are met, else identify the discrepancy and
re-run the same process.
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Conclusion

Competence refers to an individual’s knowledge, skills, abilities, or personality characteristics that
directly influence his or her job performance. The concept of individual competence has a long
tradition in the managerial field. Most of this work has focused on leaders and general managers.
Other research has sought to specify HR competencies through interviews with executives within a
single firm or from a limited set of firms. Many companies have tried to identify HR competencies by
asking line managers within the company what they expect from HR and the kinds of competencies
HR professionals should exemplify (e.g., what line managers need from HR). This approach assumes
that each company may have unique expectations of its human resources professionals and that, as
clients, line managers play a central role in defining those expectations.

Defining HR competencies company by company through executive interviews has some advan-
tages. For one thing, it anchors the findings in behaviours, because the questions asked in the
interviews can target actual cases in which HR professionals within the company demonstrated
competence. It also tailors the process to the specific needs of the companies in question. However,
the danger is that executives may not know what they don’t know. That is, they may identify only
those competencies they have seen, when in fact other HR competences may have more importance
for their firm if they only knew about them. This approach may also lead to biased results, depending
on the sample of executives chosen for interviews. Executives’ managerial orientation, rather than the
actual needs of the business, may influence their expectations of HR. The line managers that have
never seen HR professionals in a strategic role may not be able to think of HR as anything other than
administrative overhead.

In the years ahead, agencies will likely be given new authorities to design unique pay systems
tailored to their agency mission. HR professionals will be relied upon by managers to use their HR
technical competencies to help design and implement these new pay systems and to meet other
challenges that arise in aligning HR systems to agency mission. In addition to HR technical expertise
which will be a continuing requirement, competencies in the areas of system design, organizational
culture, business strategy, change, consensus building, consultation, communication, and marketing
skills will be even more important than they are now. A cross-functional team of HR experts and
agency managers and based on the experience, managers will be willing to bring HR “to the table”
once HR has proven its worth. The most credible HR professionals in the eyes of the managers are
those who serve in the role of business partner by providing a variety of options and solutions. Instead
of just saying “no” to some perhaps ill-conceived idea, HR experts say “yes” and help managers
design systems tailored to their agencies within the framework of the Merit System Principles. With
increased flexibility in pay, performance-based organizations and higher expectations on the part of
16 line managers for strategic HR programs, HR will also be relied upon to a greater extent to serve
in the role of change agent. That is, they will be called upon not only to design new HR systems and
processes, but also to facilitate and manage the change process. Knowing that these changes are
necessary is a major step on the road to transforming HR. To begin moving forward, agencies need to
know where they stand in terms of the necessary HR competencies that are required for organizational
effectiveness. As mentioned earlier, the next report in this study will provide findings and insights on
which competencies are currently possessed by Federal HR professionals. These will be compared to
those competencies which experts in both the private and Federal sectors say are needed now and in
the future. Based on this analysis, competency gaps will be identified and practical recommendations
will be made so that each agency can assess its own situation, take corrective actions, and better
prepare to meet the future challenges of our dynamic HR community-based organizations.
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CASE STUDY-l Management skills builder: Issue and exercise

Ron Moore has worked for Assessment System, Inc., for five years. In his third year with the
company, he was recognized as a top performer because of his outstanding enthusiasm and reliability,
his team orientation, and his dedication to charitable activities. Don Madison, his manager, was very
proud of Moore’s performance and often held him up as a model employee. A little over a year ago,
Madison left to direct an overseas arm of Assessment Systems, Inc., and another manager, Paul
Adams, took his place. Shortly afterward, Moore’s performance began to decline.

When Adams arrived, Madison told him that Moore was an excellent performer. Adams met with
Moore and told him that he felt fortunate to have such a good performer under his direction.

At first, things went well. Adams found he could even count on Moore to take responsibility when
Adams was called away for meetings and other duties. Then Adams started to notice a dip in Moore’s
performance. At first this consisted of avoiding responsibility in Adams’s absence and responding to
other employees’ requests by telling them to wait for Adams to deal with the issue. Then Moore
started calling in sick and showing up late for work. This pattern was unprecedented in Moore’s work
record, and Adams thought that Moore might be having some personal problems. He decided not to
confront him about the change in his performance, but rather to cut his some slack so he could work
out whatever problems he was having.

When the performance problems continued for more than a months, Adams felt compelled to
confront Moore. The following conversation occurred at Moore’s workstation after he arrived late yet
again.

Adams: About time you rolled in, Ron. I’ve been waiting for you since 8 A.M., and it’s now 12
minutes after. I don’t have time for this and you, award-winning performance or not, have no
business showing up here late.

Moore: Well, good morning, Paul. It’s nice to see you.

Adams: Listen; don’t give me that nonchalant stuff. Your whole attitude has become too noncha-
lant. It’s time you turned things around.

Moore: Hey, what’s the big deal? Other people come in late and don’t have you jumping on them for it.

Adams: I know what you’re capable of, Ron. You owe it to yourself and the company to perform
to the best of your potential. I'm going to be watching you closely from now on, and another string
of absences or late arrivals in going to get you a verbal warning.

Adams walked away. He hated making threats, and the confrontation had gone even worse than he
had anticipated. But, he told himself, he couldn’t just let things go on as they were. He hoped he
would see Moore’s performance jump back to what it had been when he first arrived at the unit.

Two weeks later, Adams was examining performance records and noticed that Moore was today
only one day. “What an improvement,” he thought, “I guess our little talk did some good after all.
“But this positive feeling soon disappeared when he noticed Moore’s productivity. Although Moore
had routinely performed at or near the top, he was now in the average range. Another talk with Moore
was definitely in order.

Adams: Ron, your performance over the past few weeks hasn’t been up to pay. You can do better
if you apply yourself. I know you can.
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Moore: What do you mean; My performance hasn’t been up to par?

Adams: It looks like you’ve locked the problem of getting here on time, but your productivity is
off. You’re only hitting the average for your group.

Moore: So, what’s so bad about average?

Adams: You know the answer to that. You're capable of doing better. Let me give you some
advice. I’ve had rough periods, too. The key is to just knuckle down and do it. When the going gets
tough, the tough get going, and all that sort of thing. OK?

Moore: Yeah, I'll see what I can do.

Moore’s performance problems continued and so did Adam’s frustration. Every performance record
gave Adam’s a reason to confront Moore. The confrontations accomplished nothing and Adams was
feeling increasingly frustrated. The annual appraisal was coming around, and Adams was considering
giving Moore a low rating so that he would get the message that his performance was unacceptable.

Consider the Issue

1. What is wrong with Adams’s approach to managing Moore’s performance problem?

2. Do you agree with Adams’s decision to give Moore a low rating to send him a message? Why
or why not?

Take Action

1. How would you try to identify the causes(s) of Moore’s performance difficulties?
2. How would you approach the issue of improving Moore’s performance?

Do It Together

1. Form groups of three students each. One student in each group takes the role of Ron Moore and
the other two play Ron’s coworkers. The role-play begins with Ron describing his recent run-
ins with Paul Adams, perhaps over lunch. The coworkers should react as they think coworkers
would react in such a situation.

2. Form pairs of students. One student takes the role of Paul Adams, the second the role of Don
Madison. Paul has placed on overseas call to Ron Moore’s former boss because he is very
frustrated by his inability to reach Ron. Role-play the resulting phone conversation.

3. Form into groups of four students each. One student assumes the role of Ron and another plays
Paul Adams. The situation is the performance review session that has followed the interactions
described in the case. As the two students role-play that session, the other two students observe
and then critique the interaction. What alternate approaches might Adams take?

CASE STUDY-2 Performance contributions with organizational goals

A College of Business at a large university (we will not name it, but this is a description of a real
project) is currently implementing a new professor teaching appraisal system that is linked directly to
college goals. Some of the college goals include teaching international aspects of business, providing
team skills and sensitivity to ethical issues, and encouraging collaborative learning. The dean formed
a committee to develop ways to measure how well professors meet each of these goals. For example,
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the committee proposed that student give feedback about how much they developed team collabora-
tion skills in a course or how much they improved their ability to make ethical decisions.

With this type of appraisal system, the college goals are the dimensions on which professor
performance levels are measured. Because the major purpose of the new appraisal system is to
encourage professors to contribute to the college goals in their teaching efforts, merit pay is tied to
well professors rate in the categories.

QUESTIONS

1. A number of professors are concerned that their courses do not contribute to all the goals. For
instance, a course might address the international but not the ethical goal. How do you think
this problem should be dealt within the appraisal system?

2. Do you think students should be the rates in this appraisal system? What other sources of
appraisal would you concerned?

3. A number of faculty are concerned that student ratings are only a popularity contest and do not
indicate teaching quality or amount of learning. Do you agree?

GROUP LEARNING EXERCISES

1. In small groups design a faculty evaluation system for your college. Here are some key issues to
address:
e What should be the criteria?
e How should performance be measured (what items, or outcomes, and so on)?
e Who should be the raters?
e Should faculty set weights on criteria or choose criteria to be evaluated on?
e Should customers be involved in developing the system? Who are the customers?

2. The college goals promote teamwork and a collaborative learning environment. However,
some faculties are gifted presenters and may not perform as well if forced into a different mode
of instruction.

(a) Form small groups of two to six people and discuss this issue. The problem described here
has been characterized as a less than optimal use of the human resource. Describe what you
think this statement means.

(b) What should be done about the problem? Should all faculties be forced into the same mode
of instruction? If not, what should be measured in the appraisal?
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CHAPTER

POTENTIAL APPRAISAL, ASSESSMENT CENTER
AND CAREER SUCCESSION PLANNING

8.1 INTRODUCTION

Commitment to the ‘People, Process, and Technology’ (PP and T) concept has never been more
prevalent among businesses. Large firms, small firms, service firms, product firms, global firms, and
regional firms alike—all, it seems, have adopted the potentials of human resources. But given the ease
with which “people, process, and technology” rolls off the tongue, it can be easy to begin to
continuously group them together as three equal and homogeneous concepts. In reality, the most
successful businesses consider each element—and its proper weighting and role in organizational
execution—individually and carefully. Increasingly, organizations are realizing that people, process,
and technology do not carry equal weight in organizational design. People, process, and technology
do not require the same type or degree of attention and interaction in order to succeed. Unfortunately,
not every company has recognized that lesson. Given the importance of the employee in reaching
organizational goals, it is surprising how little is invested in human capital management, best
companies to work for demonstrates the importance of training to companies committed to attract the
best human capital. On and on the human capital theme go down Fortune’s list; investment in training
and the establishment of strong goal-oriented reward systems to attract and maintain the best possible
personnel. Combine the improved workflow of a well-trained employee with the reduction in the
‘hidden cost’ of employee turnover by engaging, incentivizing and retaining key employees, and the
dividends begin to stack higher and higher. But one key component is still crucial to realizing those
financial returns: ensuring that employees are focused and directed toward achieving the company’s
goals.

The employees aspire to grow and expect this growth to take place at frequent intervals. Achieve-
ments of organizational goal, increased productivity and fulfillment of corporate objectives can be
possible if the employees are feeling satisfaction and achievement. To achieve this, there must be a
well thought system of career planning and also the succession planning in an organization. This
chapter deals with the growth opportunities as provided by the organization.

166
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Human capital is one of the most challenging strategic assets to manage for many firms. It can
often seem easier to choose exciting new technology products or revisit existing business processes
with the latest management textbook thinking than to carefully and objectively develop a plan for
maximizing the value of human capital. But as shown in this document, the ultimate source of
maximum enterprise value for an organization is seated at desks and around conference room tables,
not located in the data center or the process transformation ‘war room.’ Investing in human capital
provides a true ‘force multiplier’ for the other elements of the people, process, and technology
equation; such investment does not just improve the efficiency of good processes and state-of-the-art
technology, but amplifies their effectiveness by orders of magnitude. We, the people are committed
to the success of the process in order to:

1. Fully develop employee potential and improve communication relating to performance.
2. Provide a method to reward employees on a merit basis.

3. Improve productivity and the performance of the organization.

4. Reinforce mission, value and culture.

The success of the process depends on your understanding and use of the performance appraisal
process as an opportunity to improve your productivity and develop your full potential. Understanding
expectations is an important element of the appraisal process. Defining the expectations is the joint
responsibility of you and your supervisor. Using the job description as a starting point, employees and
supervisors must develop a mutual understanding of the roles, responsibilities and expectations of the
position. The objectives of the performance appraisal are to provide feedback on your past performance,
to agree on standards for future performance, and to develop goals and objectives for your personal
and professional growth. For these objectives to be achieved, both you and your manager must have
a good understanding of the process and fully support it. In addition to your annual performance
appraisal, supervisors should conduct reviews regularly during the year in order to discuss the
employee’s progress toward accomplishing desired results and to address ongoing issues. Good
employee relations are built upon fair and equitable treatment. We must base our treatment of employees
on definite standards, applied fairly and without discrimination. The performance appraisal is a tool
to honestly and objectively evaluate performance.

Maximizing the People Potential

Most employees now-a-days expect to be appraised as part of their job. But now can appraisals be
used to add real value and meet the strategic needs of the organization. A performance appraisal is a
discussion between two people (normally line manager and employee) which sets out to achieve the
following:

e Confirms the progress of the individual.

e Highlights the strengths and development areas of the person against previously agreed objec-
tives.

e Examines ways to develop strengths and overcome weaknesses.
e Identifies training and development needs.

e Ensures that both manager and employee are involved in and committed to further performance
improvement.

e Raised performance levels.
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e Identification of potential.
e Feedback.
e Increased motivation.

People designated as leaders because of their actions, rather than title alone, know that their success
is measured by the success of their employees. Such leaders know that if they foster an inhospitable
environment, only the hardiest of employees—Ilike the determined Cops will grow despite the harsh
conditions. The most skillful leaders uncover and help nurture individuals’ potential, using missteps
or mistakes as opportunities to augment and build on strengths. This approach elevates the perform-
ance of the group, and thus, supports and reflects well on the leader.

However, many evaluation methods, such as performance reviews, focus too heavily on identify-
ing areas of low performance or weakness. Concentrating on these weaknesses, without highlighting
strengths and emphasizing how weak areas might be strengthened, may result in a self-fulfilling
prophecy, where you build a poor image of the employee and he performs “down to” his potential. Or
it can lead to waste of resources, where you get a minimal level of performance from an employee
with star potential.

Some results of under-expecting the performance potential of employees are guaranteed, in comparison
to what’s possible: Low morale, unsatisfactory performance and higher degrees of employee turnover.

How can you unearth and nurture an employee’s strengths?

Make time for positive recognition: Whether in casual conversation or a formal performance
review, think about and genuinely express positive feedback for the employee. Be specific about what
she or he is doing well, and share examples. The benefit is two-fold: The employee knows what behaviours
are most valued, and what help shift your thinking from “can’t do” to “there’s potential here.”

Identify ways to apply existing strengths in new ways: Thomas Edison saw sewing-thread as a
light bulb filament. What qualities has your employee demonstrated, and how can they translate to
needed skills.

Ask the employee what he/she likes to do: There’s a funny equation applied to many promo-
tions: People who excel at a specific job are promoted to management level. Often, you’ve taken the
person out of the exact environment in which he or she succeeds and likes—possibly reducing his or
her success in the new position. Also, you cannot fully uncover a person’s strengths without his or her
input. Tap into what he or she discerns as his or her strengths by asking what he or she enjoys most,
and why, and in what role he or she believes she or he of most value to the organization.

Get co-workers’ thoughts: As the business leader, you work with employees in different ways
than they work with each other. “Fertilize” your assessment about an employee’s strengths with co-
workers’ thoughts. However, implementing a 360-degree feedback or sharing thank-you’s at staff
meetings can provide insight into traits and behaviours that suit and benefit the entire team.

Turn a weakness on its head: Physicists know that every action has an equal an opposite reaction.
Applied to employees, consider, “What’s the opposite of this weakness?” To unearth possible
strengths. For instance, if an employee inconsistently completes projects that he or she developed in
the first place, perhaps his or her strength is in generating ideas, not executing them.

Allow the employee to test-drive a new role: May be you’ re seeing the employee in his or her
specific role, yet more of his or her strengths would blossom in another role. This test-drive might
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spark new ideas about increased value from the employee, and allow you to see where a role-shift may
make sense for the company.

These may be areas where the employee has not had a real opportunity to demonstrate the potential
ability and there may be areas with which you, as the appraisers are not familiar. There are few
indicators of potential which may be considered.

Fig: 8.1 Indicators of Potential

A sense of reality: This is the extent to which a person thinks and acts objectively, resisting
purely emotional pressures but pursuing realistic projects with enthusiasm.
Imagination: The ability to let the mind range over a wide variety of possible causes of
action, going beyond conventional approaches to situations and not being
confined to, “This is the way it is always being done”.

Power of Analysis: The capacity to breakdown, reformulate or transform a complicated situa-
tion into manageable terms.

Breadth of Vision: The ability to examine a problem in the context of much broader framework of
reference; being able to detect, within a specific situation, relationships
with those aspects which could be affecting the situation.
Persuasiveness: The ability to sell ideas to other people and gain a continuing commit-
ment, particularly when the individual is using personal influence rather
than “management authority”.

Sources: Adopted from Philip, Tom (1983). Making Performance Appraisal Work, McGraw Hill Ltd., UK.

Like the performance appraisal, potential appraisal is also done by the employees’ supervisor who
has had the opportunity to observe the employee for some time. Potential appraisal may be done
either regularly or as and when required. The feed-back that you get from the appraisal should be
constructive so that it can be used to help them progress as an individual by rectifying their weak-
nesses. It is important that you comment on their better aspects instead of just identifying their areas
of concern. By doing so, it will give them the sense that they can perform and therefore will have the
motivation to act upon any actions suggested. Once the feed-back has been acknowledged and an
action plan has been created, you should have a follow up assessment to check up on the progress of
the employee.

How to Appraise Potential

It is a tough practice, but it has tremendous potential. Measuring an employees potential in order to
gauge today what he could achieve tomorrow may be the stiffest challenges ever posed to the science
of performance appraisal and it is already worrying corporate India.

“People are like icebergs, what you see above the surface (Performance) is only a small part. A
large part of the attributes needed to perform excellently in a future job which people call potential,
is not immediately visible. It is hidden below the surface”. Unleashing the iceberg may be the
difficult, but it is also critical for corporate survival. Not only does potential appraisal help in
catching high fliers but snapshot of breeding CEOs for the corporate.

The recent organizations are now redesigning their system by shifting from pure performance
orientations-potential-cum-performance-based appraisal system.
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“The potential to adapt to changing market conditions and the potential to assume responsibility
for complex tasks and decisions have to be assessed early and continuously watched” .

In the matrix model, the vertical axis measure potential whiles the horizontal, performance. Both
are further subdivided into two major parameter i.e., low and high resulting the four quadrants of
classification.

The Two-by-two Fig: 8.2 Matrix Model: The Philip Model
THE PHILIP MODEL
HigH | Problem Stars
children
POTENTIAL
Planned Solid
Low 5
Separation Citizen
LOW HIGH
Performance

8.2 PERFORMANCE

Low potential-low performance: It defines these employees as question marks. The company asks
such employees to improve their performance levels. If those efforts fail, it works towards a planned
separation.

High potential-low performance: These are the problem children, in 8 out of 10 cases, if
location, boss, or job profile changes, they groom to become star performers. To tap their potential
such employees are given a new scenario to work in and are closely monitored. However, if the
performance levels still remain low, they are reclassified as question marks and the separation process
is initiated.

High potential-high performance: These are the star performers. These are the race horses.
They are to be kept engaged with complex assignments all the time and groomed to take up the top
positions in the organization. Or they will leave.

Low potential-high performance: Defined as the solid citizens’. High skilled but limited capa-
bility to grow beyond their current job—profile they constitute 70 to 75% of the companies employees.
The company constantly recognizes their limitations and look after their needs. The potential appraisal
system use a five point grading scale—excellent, very good, good/adequate, weak and insufficient—
to evaluate employees on the four broad attributes of conceptual effectiveness operational effectiveness,
impersonal effectiveness and achievement motivation.
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Fig: 8.3 Potential Appraisal Criteria

Conceptual Interpersonal
effectiveness effectiveness
* Vision * Network directedness
* Business orientation * Negotiating power
*
Entrepreneural * Personal influences

orientation .

Sense of reality Verbal behavior

Operational Achievement
effectiveness motivation
* Result orientation * Drive
* Individual * Professional
effectiveness ambition
* Risk-taking * Innovativeness
* Control * Stability

Potential appraisal is the critical for succession planning. As it is encourages employees to grow
from within the organization, the company already identified the potential candidates for the impor-
tant positions of the company. As the informal cross-reference, the company also asks supervisors to
fill out a small section in the performance appraisal form on employee potential by listing the
attributes i.e., accountability, attitudes, commitment, initiative, drive, judgment, leadership and
ethics. To further assess its manager’s potential, the company sets up task-forces to tackle minor and
major emergencies. But some companies rate their employees on the basis of their generic competen-
cies i.e., Job Knowledge, Thinking Clearly, Goal-Setting and the Planning, Relationships, Leadership
Innovation etc. “These competencies which are scored on a five point numerical rating scale, with
five for outstanding performance and one for unsatisfactory performances. We believe that a
potentially good manager must display certain behavioural characteristics which transcend his job”.
But for an accurate picture, a structured approach will be necessary. The company has able to measure
the quantitatively measure the qualitative potential of their managers.

The Best Practices

Build the appraisal and reward of potential into your assessment system.

Clearly separate reward for potential from reward for past performances.

Start evaluating potential as early as possible to identify the best talent.
e Factors used to evaluate potential must be explained to every employee.
e Communicate potential assessment to each individual at a regular interval.
Most businesses have invested in an arsenal of strategic and operational tools to deliver sustained

corporate productivity. Their investments in structure, process and systems have yielded benefits in
the short-term but for the some of the leading companies; this has leveled off fairly quickly and often,
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does not give a competitive edge any longer. Clearly the organizations need a new engagement model
to build business agility and sustain productivity. An insight what constitutes the true value of
organization’s work force may possibly be the enduring driver of corporate growth; that companies
need to recognize, cultivate and channel the inner potential of the individual workers as a source of
organizational creativity, innovation.

Recognizing its managing energy, not Just People

The effective management of the strategic workforce extends beyond mapping their “hard skills and
competencies” rationally and then deploying them to key initiatives. A holistic understanding of the
individual, the acknowledgement of the emotional drivers of the employee potential, and the capacity
to use this knowledge towards organizational goals are a powerful and strategic HR opportunity.

Unlocking individual potential and raising the organizational adrenalin can spur corporate growth
even in the face of constrains in process, capital or other extrinsic factors. This built-in resistance to
otherwise crippling issues that organizations have a sustainable road map to productivity. Cultivating
the organizational energy is not easy.

Channeling the potential to Corporate Productivity

The management of rational extrinsic factors, like structure, process and subsystem needs to be
matched to the effective management of intrinsic factors, like clarity, catalysts development and
recognition. However, employees must always be recognized to perform in a manner and direction
that is aligned to organizational goals that are well-defined, mutually accepted and transparent.

Fig: 8.4 Aligning HR with Business Strategy: Gartner's Four-Step Approach

Know Know intangible Align assets and Measure and
strategy/goals assets strategy: Drive Reinvest
performances

Revenue growth, Customer Work force Financial return,
operational knowledge, Analysis Key performance
excellence, Employee Performance indicators
Innovation, knowledge, Management Economic value-
Customer Core E-Learning added balanced
Satisfaction/ competencies, E-Recruiting scorecard
loyalty, Digitized Knowledge Intellectual assets
Employee information, Management Balance sheet
enrichment, Operational Career/Succession SBU scorecard.
Talent excellence, Planning
development. Networks, Talent

diversity, Management

Experts,

relationships

Source: Gartner
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Gartner research in a 2003 study recommended a four step approach to aligning with business
strategy. Step three highlights specific systems that play a role in alignment of HR strategy to
corporate goals. Further, according to a recent industry research, workforce management strategies
that are disconnected from business needs will be unable to keep pace with shifting operational
models in a volatile economy. To thrive, companies will need adaptive workforce management,
which Forrester defines as “relentlessly aligning the supply of talent with changing business needs” .

However, without actively engaging the intrinsic potential of the workforce, an organization
cannot expect its drive to corporate productivity to be optimal.

The enormity of human capital and its pivotal role in corporate productivity cannot be overstated.
While the most of the organization have employed comprehensive process and rationale-driven
metrics to drive performance, only a more holistic view of individual engagement in the workplace
can raise organizational energy level and deliver a sustained boost in individual productivity.

Organizational energy can be recognized, cultivated and aligned to corporate goals simply when
HR plans expand their scope of what constitutes individual engagement to the professional tasks.
There are four basic sources—Clarity, Catalyst, Development and Recognition—must be tapped in a
structured and transparent manner organization who thus optimize the investments in their people and
find the organization gets the ’soft benefits’ in the form of quicker response to the business events and
opportunities, better deployment of capable resources to key initiatives, qualitative superiority and
innovation in the work practices and a satisfied workforce that actually optimize the competitive
advantage of the company.

Assessment center

We have a wealth of experience in assessment and development center design, delivery and manage-
ment, role and competency profiling and are also able to design, and offer independent advice on,
assessment tests and exercises. In 2003, we assessed over 150,000 people and ran over 5,000 assess-
ment events.

What are they?

An assessment centre is one of the most sophisticated selection methods available. It is a process
incorporating group and individual exercises, tests and interviews for the measurement of performance
against key criteria, which have been identified (by job analysis research) as critical to the success of
a particular position, or level of management.

Research has shown assessment centres to be a much more accurate and cost effective way of
selecting individuals than a standard interview. They work on the principle of multi-trait multi-
method assessment. Any single assessment method may give misleading results; some people inter-
view well, while others are good at tests, whereas a well designed assessment process is based on a
criteria/assessment grid and allows multiple assessments of each criteria.

Why use them?

Many major business, government and non-profit organizations are now using assessment centres to
assist them in selecting their future employees.
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Assessment centers can

e Improve the accuracy of selection decisions by providing the opportunity to observe candidates
actually handling the types of tasks and situations with which they will be faced on the job.

e Produce a far higher capacity for predicting job performance than that of an unstructured
interview.

e Save time and money by combining selection, assessment and the identification of training
needs in the same procedure.

e Allow group testing; saving time and staff resources when compared to one-to-one testing.

e Create group dynamics, allowing aspects of the individual to be studied that cannot be mea-
sured by other means.

e Allow one to obtain a more accurate impression of candidates’ true qualities.

e Help an organization in the early identification of management potential and in the diagnosis of
individual management development. Thus, training and development effort can be invested
more cost effectively.

e Provide valuable training for those managers used as assessors, particularly in the areas of
performance appraisal, counseling and interviewing skills.

In short, assessment centers are a good way of predicting how a candidate is likely to behave on a
job.

The most important and precious resource in company is its employees. The results are produced
thanks to technologies, capital, and also well prepared and trained team. We believe in potential of
every person, and the potential of organization. The organizations want to help managers and staff
members work effectively on the market. The organization has recruitment, selection, and assessment
services constructed to build, and maintain, stable, and flexible, and creative structures. The most

efficient and successful method helping to assess human potential at work is Assessment Centre
Method.

Our approach is based on four major components of Human Resources Management: recruitment
and selection of personnel, assessment of an employee potential, remuneration and development. The
most strategic of it is: long-term criteria for selection, assessment for an employee potential, career
planning, and alternative remuneration systems. The most efficient and successful method helping to
assess human potential at work is Assessment Centre Method.

Assessment Center Defined

An assessment center consists of a standardized evaluation of behaviour based on multiple inputs.
Multiple trained observers and techniques are used. Judgments about behaviours are made, in major
part, from specifically developed assessment simulations. These judgments are pooled in a meeting
among the assessors or by a statistical integration process.

Candidate: A managerial candidate, a person assessed, someone who has applied for a managerial job.

Dimensions: Aspects of people that are assessed, such as leadership and decision-making. The
dimensions are managerial skills that come from a job analysis.

Exercises: Activities or tasks given to the candidates. These are used to elicit behaviours used in
judging the candidates relative standings on the dimensions.
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Assessors: Judges trained in the assessment center method. The judges record candidate behaviour
and evaluate candidate standings on the dimensions.

Assessment Centre Method enables to assess effectively assess the potential of individual growth
and development of an employee. Thanks to it, the organization has possibility to allocate its
resources in the most optimal way, due to organization’s growth. The aim of Assessment Centre is to
define critical success factors for specific position, and their systematical evaluation. The criteria are
defined. Their choice is the result of job analysis.

The most important for the job analysis are:
e the results of functioning of the position;
e tasks and the responsibilities;
e other activities on the position;
e environment of the position (ex. market, clients);
e internal environment of the position;
e critical success factors;
e skills and knowledge.

History

The origins of the Assessment Centre lie in the period before Second World War, when it was used
for selection of British and German officers. There are also some, who believe Cesar Hadrian has
started it; recruiting officers for his army through simulations.

The method began to get off the ground in the forties, primarily in United States, and by the late
fifties was being further developed by the business community, in particular by the American
Telephone and Telegraph Company (AT and T). Since 1970, the Assessment Centre Method has
grown into a force to be reckoned with in the United States and in Europe.

Early Roots (“‘Pre-history’’)

e Early psychometricians (Galton, Binet, Cattell) tended to use rather complex responses in their
tests. First tests for selection were of “performance” variety (manipulative, dexterity, mechani-
cal, visual/perceptual):

e Early “work samples”
e World War I
e Efficiency in screening/selection became critical

e Group paper-and-pencil tests became dominant

German Officer Selection (1920’s to 1942)

e Emphasized naturalistic and “Gestalt” measurement

Used complex job simulations as well as “tests”

Goal was to measure “leadership,” not separate abilities or skills

Assessment staff (psychologists, physicians, officers) prepared advisory report for superior
officer
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No research built-in

Multiple measurement techniques, multiple observers, complex behaviours

British War Office Selection Boards (1942...)

Sir Andrew Thorne had observed German programs

WOSBs replaced a crude and ineffective selection system for WW II officers
Clear conception of leadership characteristics to be evaluated

Level of function

Group cohesiveness

Stability

Psychiatric interviews, tests, many realistic group and individual simulations

Psychologists and psychiatrists on assessment team—in charge was a senior officer who made
final suitability decision.

Lots of research criterion-related validity incremental validity over previous method

Spread to Australian and Canadian military with minor modifications

British Civil Service Assessment (1945...)

British Civil Service Commission—first non-military use
Part of a multi-stage selection process

Screening tests and interviews

2-3 days of assessment (CSSB)

Final Selection Board (FSB) interview and decision
Criterion-related validity evidence

See Anstey (1971) for follow-up

Harvard Psychological Clinic Study (1938)

Henry Murray’s theory of personality

Sought understanding of life history, person “in totality”
Studied 50 college-age subjects

Methods relevant to later AC developments

Multiple measurement procedures

Grounded in observed behaviour

Observations across different tasks and conditions
Multiple observers (5 judges)

Discussion to reduce rating errors of any single judge

OSS Program: World War I

Goal: Improved intelligence agent selection
Extremely varied target jobs and candidates
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Key players: Murray, McKinnon, Gardner

Needed a practical program, quick!

Best attempts made at analysis of job requirements

Simulations developed as rough work samples

No time for pretesting

Changes made as experience gained

3 day program, candidates required to live a cover story throughout
Used interviews, tests, situational exercises

Brook exercise

Wall exercise

Construction exercise (“behind the barn” )

Obstacle exercise

Group discussions

Map test

Stress interview

A number of personality/behavioural variables were assessed
Professional staff used (many leading psychologists)

Rating process

Staff made ratings on each candidate after each exercise
Periodic reviews and discussions during assessment process
Interviewer developed and presented preliminary report
Discussion to modify report

Rating of suitability, placement recommendations

Spread quickly. over 7,000 candidates assessed

Assessment of Men published in 1948 by OSS Assessment Staff
Some evidence of validity (later re-analyses showed a more positive picture)

Numerous suggestions for improvement

AT and T Management Progress Study (1956...)

Designed and directed by Douglas Bray

Longitudinal study of manager development

Results not used operationally (!)

Sample of new managers (all male)

274 recent college graduates

148 non-college graduates who had moved up from non-management jobs
25 characteristics of successful managers selected for study

Based upon research literature and staff judgments, not a formal job analysis

Professionals as assessors (I/0 and clinical psychologists)

177
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Assessment Techniques

Interview

In-basket exercise

Business game

Leaderless group discussion (assigned role)

Projective tests (Thematic Appreciation Test)

Paper and pencil tests (cognitive and personality)

Personal history questionnaire

Autobiographical sketch

Evaluation of participants

Written reports/ratings after each exercise or test

Multiple observers for LGD and business game
Specialization of assessors by technique

Peer ratings and rankings after group exercises

Extensive consideration of each candidate

Presentation and discussion of all data

Independent ratings on each of the 25 characteristics
Discussion, with opportunity for rating adjustments

Rating profile of average scores

Two overall ratings: would and/or should make middle management
Michigan Bell Personnel Assessment Program (1958)

First industrial application: Select 1st-line supervisors from craft population
Staffed by internal company managers, not psychologists
Extensive training

Removed motivational and personality tests (kept cognitive)
Behavioural simulations played even larger role
Dimensions based upon job analysis

Focus upon behaviour predicting behaviour

Standardized rating and consensus process

Model spread rapidly throughout the Bell System

Use expands slowly in the 60’s

Informal sharing of methods and results by AT and T staff
Use spread to a small number of large organizations

IBM

Sears

Standard Oil (Ohio)
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General Electric

J.C. Penney

Bray and Grant (1966) article in Psychological Monographs
By 1969, 12 organizations using assessment centre method
Closely modeled on AT and T

Included research component

1969: two key conferences held

Explosion in the ‘70’s

1970: Byham article in Harvard Business Review

1973: 1st International Congress on the Assessment Centre Method
Consulting firms established (DDI, ADI, etc.)

1975: First set of guidelines and ethical standards published

By end of decade, over 1,000 organizations established AC programs
Expansion of use:

Early identification of potential

Other job levels (mid- and upper management) and types (sales)

US model spreads internationally

We offer a human resource management system incorporating various aspects of personnel
management. The heart of this system is formed by the Assessment Centre Method. It’s a modern
method for determining job requirements and evaluating human capacities in terms of objectively
observable behaviour.

Underlying Assumptions

Employees are a valuable asset.
Selecting the right people makes a difference.

Corporate culture should be managed to achieve compatibility between individual development
and corporate objectives.

Committed employees are more valuable than those who are merely complaint.
Commitment is achieved through mutuality.
Appraisal processes are one aspect of managing the corporate culture to achieve mutuality.

Aims of Assessment and Appraisal

Selecting qualified and talented people.

Highlighting potential/succession planning.

Identification of training and development needs.

Providing individuals with feedback on their personal strengths and weaknesses.

Creating a dialogue between superiors and subordinates about performance.
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e Encouraging the (formal) exchange of performance information.
e Validating previous recruitment, selection and training decisions.
e Motivating and rewarding employees by providing data for Performance Related Pay (PRP).

e Setting up a performance management system.

Characteristic of the method

The following elements are characteristic of the method:
e behaviour is central: behaviour predicts behaviour,

e the qualities of the various candidates are determined with the aid of various techniques, such as
interviews, psychological tests and exercises,

e most of the exercises take the form of simulations of tasks and situations which arise in the
future job,

e the exercises can also be carried on in a group, so that the candidates’ interaction and co-
operation can be observed,

e the candidates are observed by a number of different appraisers, preferably senior managers
from their own organizations,

e the observed behaviour is evaluated on the basis of previously defined criteria derived from job
analysis,

e the final evaluation is the outcome of synthesis of the judgments of the different appraisers.

Many methods base the evaluation of an individual’s aptitude for a new job primarily on performance
in previous jobs. This is quite possible when the new job does not appreciably differ from the old.
When it does differ, however, trying to predict future performance on the basis of present can be
fairly risky business. The fact, that someone is an outstanding salesman, for example, does not
guarantee that he will be a good sales manager. In such cases, the Assessment Centre method can be a
real boon.

Managing for Results

The human resource management system incorporating various aspects of personnel management.
The heart of this system is formed by the Assessment Centre Method. It’s a modern method for
determining job requirements and evaluating human capacities in terms of objectively observable
behaviour.

Assessment Centre Method has a bearing on the following aspects of personnel management:

Staffing: Decision-making on selection, promotion, turnover and dismissal;

Staff development: Determining educational and training requirements;

e Improving performance in the management/staff relationship;

Bringing compensation policy in line with general policy objectives.
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Fig: 8.5 Assessment Centre: An Integrated Evaluation.

Objectives of
organisation,
department and job

Assessment Centre-
Staffing integrated evaluation by
means of behavioural
assessment

Staff development
and career Performance
planning

The Assessment Centre Programme

Compensation

The average Assessment Centre Programme involves six to eight candidates over a one to two
day period. The participant takes part in interviews, tests, and exercises designed to bring the
light on the particular behavioural criteria considered to be significant for a given position.
During the assessment session, the candidates are observed, and interviewed by two to four
appraisers who make notes concerning their behaviour. Each appraiser changes candidates with
each new exercise, or interview. When the participants depart at the end of the session, the
appraisers meet to discuss their findings and come to unanimous opinion. A final report is then
drawn up for each participant. The information contained in this report is made available to both
the candidate and the company.

In today’s competitive business world, making sure that having the right knowledge, skills and
abilities (KSAs) among people are important for an organization to stay afloat in the industry.
Competencies are the KSAs that will lead to successful performance. Competency assessment is the
process of assessing those defined competencies. Selection of competencies, methods to assess
competencies, applications of competencies in the organization, and validity and reliability of
competency assessment are discussed. Competencies form the foundation for many human resource
functions (e.g., selection) and are an integral part in maintaining a competitive advantage.

Assessment Centre Process

The Assessment Centre is a very systematic, step-by-step approach, which produces results at every
phase and thus has a wide range of possible applications. The method consists of the following:
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Fig: 8.6 Assessment Process
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Stages of the Assessment process

Formulate goal

For which purpose is the Assessment Centre Method to be used? For selection? Management develop-
ment? Evaluation? Schooling and training? Each purpose demands its own particular approach and
methodology.

Target jobs

What is the target group? Sales personnel, trainees, specialists, managers?

Analyse jobs and establish criteria

How are the target jobs structured? What are their key characteristics? What does the appraiser need
to know about: leadership, organizational ability, planning, communicating skills, stress tolerance?
Choose the methodology

Which tools to use and why? Which simulations, interview questions and/or psychological tests will
be employed?

Draft scenario for the session

How is the programme to be carried out in practice, how long will it last and where and when will the
session be held?
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Assessment Centre session

The session is going, the assessors are recording the behaviour, candidates are working on simulations.

Final report, evaluation and follow up

After the session the assessors give the final opinion about the candidates. They produce the report,
constructed to be a guide for further development. The final decision is made: Who is promoted, who is
accepted, what are the development areas of candidates? A follow up for manager and candidate is made.

THE EXERCISES

Many kinds of exercises are used in assessment centre session. The examples are:

Biographical interview

The biographical interview helps to check the meritorical knowledge, experience and skills of
candidate. It lasts about 60 minutes.

Behavioural interview

The behavioural interview is based on behavioural criteria. The questions and the interview process is
build on the critical behavioural criteria chosen during the job analysis. The interview lasts 90-120
minutes.

The simulation interview

The simulation interview—role playing depends on the individual characteristic of the exercise. It
takes, together with preparation phase 60 minutes. During this stage the candidate faces an interper-
sonal problem to be solved.

“In-basket’ exercise

The candidate has to handle several written problems concerning some situation in a company. It
takes 90-240 minutes.

Group exercise

The participants are working in a group. They have roles to play. Together they must solve a
problem. Created situations are similar to their everyday responsibilities. The group exercises take
30-120 minutes.

Presentations

The participant obtains a description of an situation and problem. His job is to show his opinion about
the problem. Average time takes 120 minutes.

Fact-finding

This kind of exercise bases on decision-making. The candidate has to make decision about the
situation. He/she has to ask questions to obtain enough information to make decision. This kind of
exercise takes 60 minutes.
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Benefits

Proper job analysis

The construction of job analysis bases on the results the position should generate for the company, and
the function it holds. The responsibilities need special behaviour of an employee. On this basis critical
success criteria are defined and chosen. Job analysis is systematic: starts a from responsibility, than to
activities, and finally to behavioural criteria.

Exact and completed information on the potential of an employee

Thanks to Assessment Centre a company can obtain completed information about an employee
possibilities, and potential, his strengths, and developmental area.

Understandable report

All the information concerning the process and the opinion are placed in the final report. The report
is a tool to the candidate’s development. The report is written in clear and understandable way. It
consists of the information about the criteria, their levels, and information concerning future work on
the development of an employee.

Assessment Centre Method and its wide range of activities

Assessment Centre Method is used on many occasions in personal policy management. Thanks to
information gained by Assessment Centre one can plan careers for staff, promotions, trainings,
remuneration systems, performance appraisal. Thanks to it Assessment 360° can also be constructed.

Competency Assessment

In the corporate world, identifying characteristics for successful performance is more important than
ever, given the growing competition among industries. Recognizing the different components and
behaviours leading to success helps the organization grow and become more competitive in its
industry. These behaviours are labeled competencies. Competencies are distinguishing characteristics
of successful performance within an established role (Wolfe, 1998, p. 228). The characteristics may
include any combination of the following: knowledge, skill, traits, values/beliefs, motives, and
physical ability (Wolfe, 1998, p. 228).

By extension, competency assessment is the process of identifying the competencies among a group
of employees, typically by department, job category, or hierarchical structure (McNerney and Briggins,
1995). About one-third of organizations use competency assessment today (Armstrong and Baron,
1998). A success profile is usually created to describe the behaviours relevant to success at a company;
the success profile is usually called a competency model. A competency model lists the competencies
associated with exemplary performers and ties to a corporate culture (McNerney and Briggins, 1995).

McNerney and Briggins (1995) distinguish between competency assessment and task analysis in the
following way: task analysis bases training on what people do, whereas competency assessment bases
training on who the successful performers are. Task analysis typically focuses on jobs with an
emphasis on manual labour and psychomotor skills, whereas competency assessment conducts train-
ing for workers who perform decision-making and knowledge work such as managers and profession-
als (McNerney and Briggins, 1995).
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Competencies are used in many different human resources (HR) functions. Primarily, competency
assessment and modelling are used heavily in performance management, compensation, developmen-
tal purposes (i.e., to improve in areas where one is weak), and training. Applications of competencies
used in HR functions will be discussed later in the chapter.

McNerney and Briggins (1995) state several reasons for the increasing use of competency assess-
ment in corporations today. First, the speed of change in today’s business environment is sparking
interest in assessment because of the dated nature of task analysis; competency assessment is much
more flexible and does not date itself as quickly. Second, the nature of work is changing. Hourly
workers are beginning to make more decisions these days, relying less on psychomotor skills than
before. Employees are becoming more empowered. As stated before, competency assessment is used
more as more decisions are made in job responsibilities. Third, widespread corporate downsizing
requires training and development professionals to move away from tightly constructed and bureau-
cratic jobs to more flexible definitions of work. Finally, competency assessment can become the basis
for an entire corporate HR department’s activities such as those mentioned before and more. Recruit-
ment, selection, orientation, training, work design, compensation, performance appraisal, career
paths, and succession planning all use competency assessment as the centerpiece of the function.

Selection of Competencies

Companies that assess companies use different methods in how to select competencies. However,
most companies assess competencies based upon previous research models in academia, such as
Industrial/Organizational psychology and management. Also, many companies use surveys to better
understand what is happening in their organization. Data from previous research in the company is
used. For example, at American Airlines, in an attempt to define the competencies that will fit the
desired culture for a rollout of multi-rater feedback for managers, two other project leads and use a
combination of research methods. First, data from employee opinion surveys and organizational
culture surveys mould the initial competencies. We developed verbiage around the competencies
using research from consulting firms and other companies. Existing job analyses helped in further
defining the behaviours associated with successful performance.

Transamerica Life Companies identified competencies using a five-step process. The first step was
strategy. They asked the question of how they wanted to achieve their goals. Secondly, they wanted to
know their capabilities—what must they do well. The third step is processes—how do they work.
Structure is the fourth step asking how do they organize. Lastly, competencies were developed asking
what skills, knowledge, and behaviours they needed in order to perform successfully (Wolfe, 1998, p.
237).

Another way to select competencies is using job analysis. HR Zone defines job analysis as the
research and analysis of all aspects of work and all its aspects; job analysis is the systematic analysis of
an existing or proposed position or group of positions within an organization (cited in Harris, 1998).
Defining the skills needed to perform a job help in identifying the competencies, which include skills.

Methods Used in Assessing Competencies

Competency tests are often used in assessing competencies. Pharmacists use testing as a way to assess
whether or not they still possess the professional skills necessary for relicensure (Ukens, 1996). The
National Association of Boards of Pharmacy authorized a study for the development of a Pharmacist
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Competency Assessment (PCA) mechanism. Mostly, the program would be to help pinpoint some
practice deficiencies and may be send them to continuing education programs in order to help them
develop and improve; no punishment is meant for the pharmacists. In other words, PCA is a
developmental tool for pharmacists. An expert panel of practitioners, pharmacy board members, and
academics will set the areas of competence. The panel would first have to define continuing compe-
tence and how that differs from beginning competence. That is, what knowledge, skills, and abilities
(KSAs) are necessary for those who have been working for a while as opposed to those who have just
entered the field. The panel of experts would also have to determine how continuing competence can
be assessed in a practical way (Ukens, 1996).

Assessment centres are another method used in assessing competencies. Assessment centres use
situational tests to observe specific behaviours of the participants (Thornton, 1992, p. 2). Individuals
are evaluated based upon the behaviours exhibited throughout in the tests. Competencies are the
foundation of the assessment centre process. The behaviours being assessed are determined from the
competencies. Assessment centres are valuable in that there appears to be a high correlation between
assessment centre scores on high-performance competencies and actual performance in jobs (Sparrow,
1996).

One approach suggests six modules to assessing core competencies (Gallon etal., 1995). The first
module is the planning stage where everyone involved has a common language and knowledge base
from which to work. In the second module, inventories of capabilities are developed in order to
determine the categories needed to be assessed. Then, using questions developed by experts then
assesses core competencies in the third module; for example, does it translate into customer-perceived
value? In the fourth module, candidate competencies are selected from those that were assessed as
being better than the other competencies. The fifth module tests those candidate competencies, and in
the sixth module are evaluated to see which ones are finally selected.

Strategic approaches to competency assessment have also been investigated. The premise behind
competency assessment is that if an organization’s managers are equipped with the right competencies
to carry out their jobs effectively, corporate success should, all things being equal, not only be
improved, but accelerated (Tovey, 1993-a). The link between management development and corpo-
rate strategy are growing these days for several reasons: the emergence of new organizational
structures and designs to cope with the pressures and competition of the 1990s. Human resource
departments are now being seen as being able to enable a deeper understanding of business objectives
and the actions that need to be taken in order to achieve them. Therefore, competency assessment is
the bridge between strategy and management development (Tovey, 1993-a).

Before beginning competency assessment, some questions, taken verbatim from Tovey (1993-a),
are worth asking:

1. What is the nature of the organization? Is it structured and hierarchical, operating in a relatively
stable industry or is it fast-moving and in an industry which is “high-tech” related?

2. What is the purpose of competency assessment? Will it serve as a basis for all activities in the
management development cycle: selection, assessment, development, and/or succession? Is it
required for a specific element described above for a competency-based performance manage-
ment system?

3. For which levels of the organization do you want to identify competencies? All levels, non-
managerial, supervisory/junior management, middle/senior management?

4. How can competencies be defined so that they are meaningful to the organization in question?
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This method of assessment is a popular option for companies who want to maintain a competitive
advantage. There are many uses for competencies such as selection, assessment, training and develop-
ment, succession planning, and supporting organizational change efforts. In all of these areas,
competencies are forming the foundation of these efforts. The company will gain an advantage if it
decides to invest in using and assessing competencies.

Career Development

Introduction: IT IS HOT HOLD-THEM-BACK STRATEGY. Realizing that they can expect to
retain their top talent—and get the best out of them—only by the offering the prospect of unhampered
growth, corporate are beginning to plan, design and mould their employees’ careers. But just how
should you manage your employees’ growth? Should the company have out a clear career path for
each, simply taking care to match ability and prowess to the job? Or should it leave every executive to
plan his own career, accommodating all individual aspirations somehow? Or is it a better idea to make
the process an effort, fitting the employees’ goals to those of the corporations and thus evolve an
optimum fit? Actually, there cannot be one approach for all the problems.

Career development and succession planning go hand in hand. When they are linked to the
organization’s vision, employees can align their personal aspirations to the organization’s current and
future needs, creating a mutually beneficial environment. Career development and succession plan-
ning synergy creates happier and more productive employees in a growth-oriented company. The
organization experiences positive bottom-line results while preparing for future business needs based
on mutual corporate and individual growth. The ongoing business strategy incorporates retention and
succession planning as part of the systemic structure. Internal career development, training initiatives,
mentoring, coaching, evaluations, annual reviews, and orientation programs are meaningfully con-
nected to organizational goals. The result is a workable process that consistently addresses the
corporate requirements for finding, keeping, and placing talent in key positions as needed. Internal
career development programs are proving critical in keeping valued employees while concurrently
ensuring greater control over the succession planning process. Retention research indicates that
individuals tend to stay longer where they are experiencing personal and professional growth.
Employers who actively partner with their employees to align career direction with company goals
are realizing better retention rates. Employees actively involved in their personal development more
satisfaction with their work and tend to stay longer with the organization.

The business environment today is highly competitive and complex and there is a certain degree of
ambiguity and uncertainty about the career development. Consequently, employees are also confused
about their career development. Earlier the employees are enjoyed the job security by taking up a
position in an organization. It is a psychological contract between the employee and the employer. In
the then time, the loyalty and devotion, commitments were the factors for higher position in an
organization. Now, contrastingly, career planning for an employee is very difficult. Career growth
has already crossed the boundaries and has undergone a great change. Switching organizations and
ideas are now the common phenomenon in the present situation. The need of the employees are also
has gone sea of changes and the trainers are experiencing difficult times in organizing and developing
programs to suit their needs. In addition to it, restructuring, downsizing, rightsizing and layoffs have
become common practices in the organizations. Hence, the need of the hour is enhancing or increas-
ing the employability of individuals in an organization. So attempts to differentiate between career
and job, identify steps in career planning, and analyze the steps require by an employee for success in
the career.
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The traditional career paths of yesterday defined a point-to-point progression that targeted a select
few for specific leadership positions. Career-management pathing programs generally worked because
the environment was more static, jobs more stable, and employees were loyal and more connected to
their organization. These conditions do not describe today’s world of work. Job jumping, career
changing, volatile industries, and shifting work environments are now a way of organizational life.
The contracts between employer and employee have significantly changed.

Organizations wanting to effectively manage the career expectations and progression of their
employees are working in an environment radically different from that of a few years ago. Current
career planning challenges include:

e Operating in a hyper-competitive business environment in which resources are scarce.

e Attracting and retaining highly skilled and capable people within an aging workforce.

e Factoring in a greater proportion of contract and casual employees with no long-term alle-
giance to the organization.

e Engaging the talents, motivations and creativities of people whilst aligning to business require-
ments.

e Managing employee expectations in an environment in which there are fewer opportunities for
promotion.

e Supporting marginal performers in increasing their discretionary effort and contribution to the
role.

e Encouraging poor performers to move on in a respectful way.

Career Planning and Development Defined: A Career is a general course that a person chooses
to pursue through out his/her working life. Historically, a career was a sequence of work-related
positions an individual has occupied during a lifetime, although not always with the same company.
However, there are a few relatively static jobs that require infrequent training and virtually no
development for maintaining acceptable productivity levels. This may satisfy the objective perspec-
tive of career. The subjective viewpoint is more or less held together by a self-concept that consists of
perceived inclinations and abilities, basic values, career motives and needs. In the both the perspec-
tives we assume that individuals control their destiny and that available opportunities need to be
manipulated to maximize the success and satisfaction in their careers. So, career planning is very
important because the consequence of the career success or failure is linked closely to each individual’s
self-concept, identity, and satisfaction with career and life.

Career Planning is an ongoing process whereby an individual sets career goals and identifies the
means to achieve them. Career planning should not concentrate only on advancement opportunities
since the present work environment has reduced many of these opportunities. At some point of time,
career planning should focus on achieving success that does not necessarily entail promotions.

Organizational Career Planning is the planned succession of the jobs worked out by afirm to
develop its employees. With organizational career planning, the organizations identifies paths and
activities for the individual employees as they develop. A career path is a flexible line of movement
through which an employee may move during employment with a company. Following an established
career path, the employee can undertake career development with the firm’s assistance. From the
workers prospective, following a career path may involve weaving from the company to company and
from position to positions he/she obtain greater and experience.

Career Development is a formal approach used by the organization to ensure that the people with
the proper qualifications and experiences are available when needed. Formal career development is
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important to maintain a motivated and committed workforce. Career development tools, which are
specified during career planning and utilized in the career development program, most notably
include various types of training and the application of organizational development techniques.
Career planning and development benefit both the individual and the organization and must therefore
be carefully considered by the both.

Individual Career Planning: The self-assessment: Through the career planning, a person
continuously evaluates his/her abilities and interests, considers the alternative career opportunities,
establishes the career goals and plans practical developmental activities. Individual career planning
must begin with self-understanding or self-assessment. Then, the person is in a position to establish
realistic goals and determine what to do to achieve these goals. This action also lets the person know
whether his or her goals are realistic.

Self-assessment is the process of learning about oneself. Anything that could affect one’s
performance in a future job should be considered. Realistic self-assessment may help a person avoid
the mistakes that could affect his or her entire career progression. Often an individual accepts a job
without considering whether it matches his or her interests and abilities. Some useful tools are
including a strength/weakness balance-sheet and likes and dislikes surveys. However, any reasonable
approach that assists self-understanding is helpful. A self-evaluation procedure, developed originally
by Benjamin Franklin, that assist people in becoming aware of their strengths and weaknesses by the
strength/weakness balance-sheet. Employees who understand their strengths can use them to maxi-
mum advantage. By recognizing their weaknesses, they are in a better position to overcome them. The
mechanics of preparing the balance-sheet are quite simple. A person should take minimum devote
sufficient time to the project to obtain a fairly clear understanding of his or her strengths and
weaknesses. Typically, the process should take minimum of one week. The balance-sheet may not
give the answer to all questions regarding strength and weaknesses, but many people have gained out
of it. You can determine the means to react to your findings and perhaps, overcome a weakness after
you have conducted the self-assessment.

Likes and Dislikes Survey: An individual should also considered Likes and Dislikes as the part of
a self-assessment. Likes and Dislikes Survey assists individual in recognizing restrictions they place
on themselves. A self-assessment such as this one helps a person understand his or her basic motives
and sets the stage for pursuing a career. People who know themselves can make more easily make the
decisions necessary for successful career planning many people get sidetracked as they choose careers
based on haphazard plans or wishes of others rather than on what they believe to be the best for them.

Organizational career Planning: The process of establishing career paths and activities for
individuals within a firm is referred to as organizational planning. Organizational career planning
should begin with person’s job placement and initial orientation. Management then observes the
persons job performances and compares it to job standards. At this stage, strengths and weaknesses
will be noted, enabling management to assist the employee in making a tentative career decision.
Naturally, this decision can be altered later as the process continues. This tentative career decision is
based on a number of factors, including personal needs, abilities and aspirations and the organizations
needs. Management can then schedule development program that relate to employees specific needs.
Career Planning, is an on going process. It takes into consideration the changes that occur in people,
in organizations and in the environment. This type of flexibility is absolutely necessary in today’s
dynamic organizational environment. Not only do the firm’s requirements change, but individuals
may also choose to revise their career expectations.
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Although the primary responsibility for career planning rests with the individual, organizational
career planning must closely parallel individual career planning if the firm is to retain its best and
brightest workers. Employees must see that the firms’ organizational career planning efforts is
directed toward furthering their specific career objectives. Organizational career planning must begin
with a virtual redefinition of the way work is done. Creativity, resourcefulness, flexibility, innovation
and adaptability are becoming much more important than the ability to perform a precisely specific
job. Through the effective organizational planning a pool of men and women can be developed who
can thrive in any number of organizational structures in the future. Firms should undertake organiza-
tional career planning (varies from organizations to organizations) programs only when the programs
contribute to achieving current and future organizational goals. This rationale is more important in
today’s environment. Career planning programs are expected to achieve one or more of the following
objectives; Effective development of available talent.

e Self-appraisal opportunities for employees considering new or non-traditional career paths.
e Development of career paths that cut across divisions and geographic locations.

e A demonstration of a tangible commitment to CEO and affirmative action.

e Satisfaction of the employees’ specific development needs.

e Improvement of performances.

e Increased employee loyalty and motivation, leading to decreased turnover.

e A method of determining training and development needs.

Successful career planning depends on firm’s ability to satisfy those that it considers most crucial
to employee development and the achievement of the organizational goals.

Career Development: Career development is a formal approach taken by the organization to
ensure the people with the proper qualifications and experiences are available when needed. Career
development benefits both the organization and also the employee because properly developed
employees are better prepared to add value both to themselves and to the company. Thus career
development includes exposure to any and all activities that prepare a person for satisfying the present
and future needs of the firm. Career development tools consist of skills, education, and experiences,
as well as behavioural modification and refinement techniques that allow individuals to work better
and add value. Therefore, the need for organizational development is often essential. Organizational
development is important because it helps develop total units behaviour. Organizational development
efforts include number interventions such as survey feedback, quality circles, sensitivity training and
team building. The career development methods are: discussion with the knowledgeable individuals,
company materials, performance appraisal system, workshops, and personal development plans etc.

Succession planning: In today’s highly competitive global environment, human capital is an
organization’s most important asset, often differentiating highly successful businesses from those that
struggle. Yet, in the ongoing effort to develop a strong and capable workforce, many organizations
focus almost entirely on hiring and training. They neglect succession planning—perhaps the most
essential ingredient in building an organization that is capable of achieving its strategic goals.

Today, succession planning requires more than just an organizational chart showing who holds
what job within the enterprise. Best practice organizations use succession planning to develop and
maintain strong leadership and to ensure that they address all the skills and competencies required for
today’s business environment. Succession planning can also be an extremely powerful tool in moti-
vating and retaining top leadership.
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Succession planning is an ongoing, dynamic process that helps an organization to align its business
goals and its human capital needs. It also ensures that an enterprise can keep pace with changes to the
business, industry, and overall marketplace. To achieve outstanding results using succession planning,
an organization must develop an effective and highly focused strategy that centres on organizational
excellence.

Understanding the need: In most cases, succession planning focuses on three main areas. First, it
addresses the needs of the organization as senior management ages. During that time, business
practices and procedures become increasingly entrenched and daily issues take precedence. Too often,
the enterprise neglects succession planning and does not have people available who are fully prepared
to assume the top posts at many businesses, having little or no succession planning wreaks havoc when
the organization’s leader retires. Nobody is fully prepared to assume the top post. Second, succession
planning helps an organization to prepare for an unexpected event. It is often difficult to plan for the
unimaginable. Yet, the sudden eventualities (Unfortunately, diseases, automobile accidents, plane
crashes, and other disasters) are an ongoing reality. It can reverberate throughout an organization,
paralyzing both management and staff and impeding the organization’s ability to execute its business
plan, recent world events illustrate how important succession planning. Finally, succession planning
ensures that an organization has the right personnel to function at peak efficiency. Today, many
organizations strive to identify key objectives and business goals and shape a work-force accordingly.
Although executives and senior managers play a crucial role in defining such organizations, there is a
need for specific skills and competencies throughout the enterprise. Not only does succession
planning serve as a way to create an organizational hierarchy, but it can also help organizations
conduct an inventory of human capital and better understand gaps. It can also help organizations
manage change in a more holistic way.

A strategic approach: Although successful organizations usually focus on training to develop
leadership from within the executive circle, they also understand that it is sometimes wise to look
outside for particular skills and knowledge. Of course, the more prominent a position within an
organization, the tougher it is to find a suitable candidate. Thus, some turn to outside consultants to
manage recruiting and, sometimes, the entire succession planning process. Consultants can provide
objectivity and help develop a strategic plan that encompasses all levels of the enterprise. This
approach is useful to a wide range of organizations.

Succession Planning: The Concept and Definition

In organizational development, succession planning is the process of identifying and preparing
suitable employees through mentoring, training and job rotation, to replace key players—such as the
Chief Executive Officer (CEO)—within an organization as their terms expire. From the risk manage-
ment aspect, provisions are made in case no suitable internal candidates are available to replace the loss
of any key person. It is usual for an organization to insure the key person so that funds are available if
she or he dies and these funds can be used by the business to cope with the problems before a suitable
replacement is found or developed.

Definition: Succession planning can be broadly defined as identifying future potential leaders to
fill key positions. Wendy Hirsh' defines succession planning as ‘a process by which one or more
successors are identified for key posts (or groups of similar key posts), and career moves and/or
development activities are planned for these successors. Successors may be fairly ready to do the job
(short-term successors) or seen as having longer-term potential (long-term successors).’
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According to Hirsh, succession planning sits inside a very much wider set of resourcing and
development processes called ’succession management’, encompassing management resourcing
strategy, aggregate analysis of demand/supply (human resource planning and auditing), skills analysis,
the job filling process, and management development (including graduate and high-flyer programmes).

Succession planning involves having senior executives periodically review their top executives and
those in the next-lower level to determine several backups for each senior position. This is important
because it often takes years of grooming to develop effective senior managers. There is a critical
shortage in companies of middle and top leaders for the next five years. Organizations will need to
create pools of candidates with high leadership potential.

Succession planning is a process whereby an organization ensures that employees are recruited and
developed to fill each key role within the company. Through your succession planning process, you
recruit superior employees, develop their knowledge, skills, and abilities, and prepare them for
advancement or promotion into ever more challenging roles.

Through your succession planning process, you also retain superior employees because they
appreciate the time, attention, and development that you are investing in them. To effectively do
succession planning in your organization, you must identify the organization’s long-term goals. You
must hire superior staff.

You need to identify and understand the developmental needs of your employees. You must ensure
that all key employees understand their career paths and the roles they are being developed to fill.
Succession planning is seen as an important process by most large businesses but what does it mean?

Some of the confusion surrounding succession planning is due to people using the term in many
different ways. Succession planning is best described as a process where one or more ‘successors’ are
identified for key jobs, and career moves and/or employee development activities are planned for
these successors. Successors may be fairly ready to do the job (short-term successors) or seen as
having longer-term potential (long-term successors).

Objectives of Succession Planning: The main objectives (and advantages) of succession planning
are:

e Improved job filling for key positions through broader candidate search, and faster decision-
making.

e Active development of longer-term successors through ensuring their careers progress, and by
making sure they get the range of work experiences they need for the future.

e Encouraging a culture of “progression” through developing employees who are seen as a
‘business resource’ and who share key skills, experiences and values seen as important to the
future of the business.

Of the above objectives, it is the active development of a strong ’talent pool’ for the future which
is often viewed as the most important. Increasingly, this is also seen as vital to attraction and retention
of the ‘best’ people (particularly in service businesses like the accountancy and legal professions).

All organisations, whether in the private or public sectors, need to be able to find people with the
right skills to fill key and top leadership jobs. This process needs to be managed, and traditionally,
large blue-chip companies ran highly-structured, mechanistic, secretive and top-down schemes aimed
at identifying internal successors for key posts and planning their career paths to provide the necessary
range of experience. These schemes worked reasonably well in a stable environment where structures



Potential Appraisal, Assessment Center and Career Succession Planning 193

were fixed and careers were long-term. But with growing uncertainty, increasing speed of change in
the business environment, and flatter structures, succession planning of this sort declined in the 1990s.
How could one plan ahead, it was argued, for jobs that might not exist next year? One apparent result
was that more and more people came to be appointed to top jobs from outside organisations. A further
problem with traditional succession planning was that it failed to take account of non-managerial
roles—a brilliant scientist, for example, who might be crucial to the future of the organisation and
who wanted to stay in a research role. In a climate of growing skills shortages and lack of confidence
in the leadership potential of the existing workforce, interest in succession planning has revived. But
the new succession planning looks quite different from the old version, with a broader vision and far
closer links to wider talent management practices. This factsheet looks at the main features of modern
succession planning and the role of the HR function in the process.

Main features of modern succession planning

Organisations differ in size, scope and type, so it is difficult to point to any single model of succession
planning. However, it is most common for succession planning to cover only the most senior jobs in
the organisation, plus short-term and longer-term successors for these posts. The latter group are in
effect on a fast-track, and are developed through job moves within various parts of the business. This
focus on the most senior posts—perhaps the top two or three levels of management—means that even
in large organisations, only a few hundred people at any given time will be subject to the succession
planning process. It also makes the process more manageable, because it is much easier to concentrate
on a few hundred individuals rather than (say) several thousand. However, many large organisations
attempt to operate devolved models in divisions, sites or countries where the same or similar processes
are applied to a wider population.

Balance between individuals and organisations

The old succession planning was purely about organisational needs. The modern version takes
account of the growing recognition that people—men as well as women—increasingly need to make
their own career decisions and to balance career and family responsibilities. So the emphasis is about
balancing the aspirations of individuals with those of their employing organizations, as far as possible
customizing moves to meet the needs of employees, their families and the changing skill requirements
of the organization.

Broadening experience by lateral moves

Traditionally, people would have gained experience by upward moves, with accompanying increases
in status and salary. Now-a-days that may not be possible, because organisations are less hierarchical,
with fewer management layers. A sideways move into a different job may be all that is available,
without any extra cash. Traditional fast-tracking created expectations of upward progression, and if
status and money are thought to be motivators, different methods of generating commitment may
have to be found.

Roles, not jobs

In the past, people would move up to specific, often specialist, jobs. Now (although some jobs will
always require specialists) the main focus is on identifying and developing groups of jobs to enable
potential successors to be identified for a variety of roles. So jobs might be clustered by role, function
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and level so that the generic skills responsible for particular roles can be developed. The aim is to
develop pools of talented people, each of whom is adaptable and capable of filling a number of roles.
Because succession planning is concerned with developing longer-term successors as well as short-
term replacements, each pool will be considerably larger than the range of posts it covers.

Competencies

Many organisations have developed frameworks for technical and generic competencies, which relate
to a broad range of desired skills and behaviours. The assessment process attached to generic
frameworks (especially for management competencies) can provide a useful starting point for
evaluating an individual’s potential for a senior role. Thus s