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BLOCK I BASICS OF HUMAN
RESOURCE PLANNING

This block comprises four units. The first unil deals with concept of human resources and ils
relevirice o economic development. I also discusses Quantitative and Qualitative
dimensions of Human Resources Planning, concept and flexibility of lsbour markets. The
second unit presents an overview of the concept, and different altemative approaches and
resultant prectices in Human Resources Planning.

The las1 two units deal with various aspects, methods and 1echniques of demand and supply
forecusting ol human resources at macra and micro levels,
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UNIT 1 MACRO LEVEL SCENARIO OF
HUMAN RESOURCES
PLANNING

Objectives
After reading (his unit, you should be able to understand :
e Lhe concept of huran resources and its relevance to economic development,

e quantitative and qualitative dimensions of human resources and their role in human
resources development,

e the concept of Labour market, the relevance of functioning and flexibility of labour
markets 10 human resources planning;

e dimensions of and the need for a comprehensive labour market information as a pre-
requisite to human resources planning.

Structure

1.1  TInuwoduction
1.2 Quantitative Dimensions of Human Resources Planning
1.3 Qualitative Dimensions of Human Resources Planning
1.4 Labour Market Behaviour
1.5 Summary
1.6 Further Readings
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1.1 INTRODUCTION

The word “resource’ refers to productive power of natural goods. Human resource is,
therefore, the productive power in human beings. Unlike the material resources, human
resources are the participants as also the beneficiaries of economic development process. In
that, human resources figure on the demand as well as the supply side of production of goods
and services in the economy. On the demand side, goods and services produced are used by

" the human beings to alleviate poventy, imprave health, generate better living conditions,
enhance peneral educational levels and provide better facilities for training. Utilisation of
goods and services thus leads to an improvement of quality of hurnan resources and hence
labour productivity. On the supply side, human rescurces and capital form o.ssenua]
ingredients of production system which transform natural and physical resources into goods
and services.

Complementarity between human resources and capital is so close (hat optimal increases in
output and hence optimal economic growth is not possible through increases in output and
hence optimal economic growth is not possible through increases in one of them - either
hurnan resources of capital- at the cost of the other. Theodore W. Schultz (1962) observes
"Some growth of course can be had from the increase in more conventional capital even
though the labour that is available is lacking both in skill and knowledge. But the rate of
growth will be seriously limited. It simply is not possible to have the fruits of modern

- agriculture and the abundance of modern industry without making large investments in

" human beings". Based on a study of per capita income differences among many countries
Anne O. Kmegar (1968) comes 10 the conclusion thar there is an optimal ratio of human
resources o caplta.l which has to be maintained to reach the attainable rate of economic
growth.

Given lhe,endownmenl of capital and other material resources, human resources could
accelerate the production process and hence economic growth. At the same ime,
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unrprecedented growth in human resources - dispraportioniate 10 the patern of aewwrmaation ol
capital and other matenad resources - could hinder development.

Rale of growth in human resources, in wrn. is determined by the Lwo dimensions of huni
resources: Quantity and quality, Quantity of human resources is determined Ny vanavie auch
uas

- populalion policy.

- populalion structare

- migration, and

- labour force participation.

Quality of human resources, on the other hand.is influenced by the status of variable like:

- education and training
- health and nuiritien, and
- equality of opportunity.

1.2 QUANTITATIVE DIMENSIONS OF HUMAN
RESOURCES PLANNING

Hunan resources viewed as the productive povver of human beings coustitute one of the two
parts of populalion of any economy. The other being tlie human beings without any
productive power. )

Definition Population .

Population of a country, in a generic sense, is laken as constiluting the lotality of all human
heings of the country. The coricept of population, viewed in this maaner. appears to be very
simple. However, in reality. the definitions used vary nol only from country to country but
even within a country also depending on the purpose of enquiry. Broadly, 1he definitions of
population used may be categorised into de facto and de jure,

de laclor and de jure,
A de ficto (or present-in-area) concept involves complele count of all persens — residents
and non-residents alike — physically present in the country at the time of enumeration.

A de jure concepl necessitates complete count of all persons considered to be normal
residents of the country. iespective of where each person is located, at the time of the
Census,

Strict conformity to either of theserconcepls is nol possible because of difficulties in
cnumeration.

- nmationals living abroad.

- nomadic population,

- jungle inhabiiants, and

- population in disturbed aseas.

Added to this, are the administrative difficultics — logistic. financial and human — of
recording everyone ut the same lime, There is thus a degree of inaccuracy in the census of
population of ény country. The greater the number 10 be counted and/or the larger the area to
be covered the larger * the degree of inaccuracy.

Human resources being an integral part of population, growth of huma  esources is
naturally dependent on the growth of population.

Population growth, in turn. Js Yetermined by three factors: Population p' licies, population
structure and migration.

LY
Population Policies
In terms of State intervention in population planning, it is useful to distinguish between
population - influencing policies and populalion responsive policies. The former are
anticipatory in nature and operate through the demographic sub-sysiem by influencing
factors primarily responsible for population growth such as fentility, marriage and monality.
The latter are essentially reuactive in characler which are often implemented through the socio-
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couninic sub-system to accommodate or adjust to observed demogriphic rends with the u Ma'-‘ﬂ:l Level Scelglla rl«bl of
help of programmes like health, nutrition, educanon housing, tra.nspon nc[work expansion winan Resources Flannipng
and employment promotion.

In an over-populaied ecoriomy, sufficiently robust population - influencing policies
alongwith appropriate population-responsive policies (complementary in nature) might be
the optimal population policy framework. In any case. understanding the structure and
pattern of growth of papulation is essential for evolving an appropriate combination of
population— influencing and population — responsive policies towards achieving an
optimal pepulation policy framework.

Population Structure

Population is a dynamic concept. Consequently, structure or composmon of population at
any point of lime reveals two things: First, it is the result of interaction in the past among
factors causing population growth. Sccond, it reveals the potential for fulure growth in,
population. In %o far as population growth is concerned, there are two aspects of popu]anon
composition which are mosl important: Sex compaosition and age composilion.

Sex Composition
The principal measure of sex composition is the sex ratio - defined as the number males per”
100 females. In other words

. Number of males in the population

Sexratio = [ T m e I e

Number of [emales in the population

One hundred is the point of balunce between males and leamales. A sex rate above 1(0)
Jdenotes an excess of males. Likewise, a sex ratio below 100 indicates un excess of fenuices,
In general sex ratios tend to range between 93 1o 102, Meavy war losses, heavy migration
and local sociad consideralions such as female infanticide may upser the sex ratio. In any case
a sex ratio outside the range of 90-105 is to be viewed wilh suspicion.

Starting point for all population projections is the projection of female population on wlom
the number of births crucially will depend. Higher the female population. higher will be the
number of births and hence the higher will be the populalion growth. Sex composition thus
indicates the potential future growih in population.

Age Composition

Age composition is the distribution of population by age groups - usuvaily five year age
groups. Age composition al any given point of time is 1he result of past trends in fenility
and mortality and is also the basis for establishing future trends.

[n the computation rate of growth of population. future births are usually compuled by
applyving five year age specific fenility rates 10 the women of child bearing age (10 w 49
years) at the midpoint of each five-years time imerval.

Data on age composition is also uselul in the computation and analysis of labour supply.
Economically active age-group is considered to be 15 1o 65 years. Population in the ape
group crucially determine the extent and composition of labour force.

Migralion

Age and sex composition are indicative of only the mlural ‘growth in population. Another
factor which causes changes in poputlalion is the net migration. If the nei migration is
positive, the population grows at a rate faster than that indicated by natural growth. On the

" contrary, if the ner migration is negative it causes decline in the rate of growth indicated by
the naltural growih.

Movemenls {rom and 10 other regions within t\% country are lermed as out-migration and in-
- migration, respectively, and these movements togethér are known as internal migration. Data
on inlemal migration are useful, when it is intended to.analyse population changes at
. provincial level or some other administrative leve). Internal migration is a funclion of the
inter-regional and imer-sectoral rates of growth and wage differentials.

Movement across national boundaries — termed as international migration — causes
changes in the population at the national level. The effeet of *intemational migralion on the
national population is measured by the rate of nel-migration defined s

L8 = o
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Total immigrants-Total emigrants

Mid-year population * 1000

Rate of net migration =

Rate of population increase ar any point of lime equals the rate of natural increase plus the
rate of net migration. ’

Labour Force Participation
Population change as such do not cause changes in human resources. Rather it is the change
in the economically active component of population which affecis growth in the human

resources. In terms of economic activity classification, population (nay be divided into
workers and non-workers.

OO U L I

Worker is defined as a person whose main activity is participation in economically t

productive work by his mental or physical presence. Work involves not only actual work but
also effective supervision and direction. Workers thus defined, others in 1he population are
considered as non-workers. For the purpose of ¢laboration non-workers may be caiegorised
as: ’

- fuil-rime students;

- persons engaged in houschold duties;

- infants and dependents doing no work;

- retired persons and rentiers living on rent on an agricubwral or non-agricultural

royaliy:

- beggars. vagrants and others with unspécified sources of income;

- inmaes of penal, charitable and metal institutions;

- unemployed but avuilable for work: and - i

- others. . "

Labour force ar economically active papulation is that segment of the population whose
function is 10 produce goods and services demanded by the whele population. Usually, those
aped 15-64 years arc considered 1o be in the productive age-group. However, nol cveryone in
the productive age-group is e(fectively in the lubour lorce. According to the accepled
delinition. labour forces comprises all persons of cither sex who furnish the supply of labour
available Tor the production of economic goods and services including

TR

- cmplovers,

- employees,

- self-cmployed persons. and

- lhose engaged in family enterprises withoul pay,

In other vords. labour-force may be defined as comprising workers and non-workers in the
praductive age-group who are “unemployed but avidilable tor work'. Labour-force
participation rae is then delined as ’

- e Labour force
Labour loree paraucipanon rale = - ° = ° ° o

Total populalioﬁ W0

1.3 QUALITATIVE DIMENSIONS OF HUMAN 5
RESOURCES PLANNING -

While the quansitative dimensions assist in 1he analysis of human resources in terms of

numbers, qualitative dimension facilitales assessmenl and analysis of productive power in
human resources.

Fducation and Training

Eclucation and training is the mast dominitnt dimension aftecling quality of human resources
in terms of knowledge and skill. Education and training serve both individual and social ends.
To an individual, it has both vocational and culwral significance in achieving economic
emancipation and social upgradation. To the society, education and training is a means which

makes possible 10 take advaniage of technological changes as well as furthering
technological progress. '

Depending on the method of impaning knowledge and skill. education and training may be
classified into 1wo typés: Formal and informal. Formal education and training, which is
imparted through schools and colteges. emphasises transfer of knowledge. Informal education




and training such as an-the-job training and hereditary haining lays stres§ on transfer of skill Macro Levet Scenario of
- . . . Human Resources Planning
i.., practical application of knowledge. . . .

Education and training as a means of human resources planning involves critical choices, as
no country can have all education and training. Rather, it is essential to identify priorities in
education and training, emphasise programmes which have high priority and tone down or
even discard programme with a low priority. As far as development of education and training
is concerned there afe six choice areas which are critical: :

e Choice between levels of education such as primary, scconda-.ty and higher education.
e Choice berween quality and quantity in education and training.

s Choice between science and technology on the one hand, and humanities and liberal arls
on the other hand. :

e Choice between market forces and incentives to attract people into some accupations.

e Choice between the aspirations of individuals and needs of the ‘society.

Health and Nutrition

Health and nutrition status constitute one of the most important indicators of quality of
human resource, as they contribute significantly to building and maintaing a produclive
hurman resource as well as improving average expectation of life and quality of hfe.

There are three determinants of health status:
e Purchasing power of peaple
e Public sanitation, climate and availability of medical facilities.

e People’s knowledge and understanding of health hygienc and nutrition.

Education, health and nutrition are interlinked, and complement each other in me'proccss of
human resources development. )

Equality of Opportunity -
Investments in human resources development do not always cosure proportionale
development of all sections of population. In the absence of deliberate policy intervention,

there are bound to be discriminations. There are three distinct forms of discriminations which
are relevant to developing nations:

e Social discrimination
e Economic discrimination

o Regional discrimination.

These three forms of discriminations individually and/or jointly lead to inequality of
opportunities of varying degrees among different sections of population.

Social discrimination may take éither the form of sex discrimination of discrimination
among different social groups of both. '

Economic discrimination takes place largely among groups of population belonging to
different economic strata classified in terms of either income generating assets.

Regional discrimination can be in the form either discrimination between rural and urban
population or discrimination among population belonging to different regions.

Discrimination of any form causes differential access to education and training, and health
and nutrition. This in turn leads to differences in quality and productivity of human resources
belonging to different segments of the population - with the privileged benefitting the most
and under priviledged being deprived of their due share in the development process.

Opportunity costs of discrimination are very high, as it leads t0 many social and economic
evils apart from retarding the pace of economic development. In the context of recial
discrimination in the United States, it has been demonstrated in particular that the national
out-put can be further expanded by improving the average level of productivity of each
individual through appropriate social and economic policies directed towards equality of
opportunity in the fields of education and health.
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1.4 LABOUR MARKET BEHAVIOUR

Quantitative and.qualitative dimensions of human resources only regulate the supply of
human resources. Utilisation of human resources, which results in the demand for the same,
depends crucially on the functioning and flexibility of labour markets. The primary
constituents of labour markets are employers and employees.

Employers can be either individuals, or establishments or lnsulutlons including those in the
public sector.

Employees, on the other hand, can be indivuduals, groups of house-holds or their
representatives such as labour union leaders and labour centractors,

Interactions among these different groups of employers and employees together characterise
the behaviour of labour markets,

The resulting decision of these interaciions are in the form of overall labour allocation
among different segments of the economy within the context of relative faclor prices,
technological pregress and organisationat (ramework.

The level of compelition dmong the employers and employees, which indicates the degree of
flexiblility of labour markets, in tum determines the level of employment/unemployment
and hence the demand {or human resources. In an extreme rigid form, where employers are
dominating, it may lead 10 inveoluntary unempleyment and hence reduced demand for human
resources. On the other hand, if the employees are dominating in a rigid labour market. it
may result in disguised unemployment and increased demand for human resources,

The structure of labour markets is determined by intemal and extemal economic

environment; technological progress and technology absorption; degree of labour mobility -
sectorial, spatial and occupations; and wage structure with reference to productivity
differentials. In developing countries, because of labour market imperfections, labour markets
are usually segmented and the segmentation is primarily caused by the various factors

influencing the structuse of labour markets. Somne of the important forms of segmentation
are :

e agricultural and non-agricuiural,
« rural and urban,

¢ formal and informal,

« male and female, and

o skilled and unskilled.

Labour market analysis should be the principal instrument of human resource planning, as it
helps identify skill shortages at more disaggregated levels of occupations and geographical
locations and also enable a diagnosis of market failure to match labour supply with dermand.
In developing countries, labour market analysis is not used as a means of human resources
planning primarily because of lack of information on labour markets.

For effective human resource planning [abour market information should be comprehensive,
updated at regular intervals and should throw light specifically on the {ollowing aspecls:

e Population, labour force and workforce.

¢ Unemployment and undcrcmpioymenl.

s Manpower requirements by occupation, education and experience.
e Wages and earmning su'uclu;e.

e Job search patterns.

o Formal and informal sector entry requirements, uccupanonal profiles and honzonla.l
relationships among occupations.

™ Work environment and industrial rcla}ions.

s Stocksand output of different education/skill categonies.

L
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h flow of information on the aspects outlined above and easy access to such - m Macro Level Scesarlo of
nation ot onty facilitates detailed labour market analysis but it has also the potential ° uman Resources Flanolng

luce labour market imperfections, thereby eliminating segmentation of labour markets. -

les information networks, the other fgctor which can contribute to the reduction of
ir market information is the public policy towards wages and salaries, labour-
\gement relations, regional and industrial development, and education and training.

ympetitive labour market is the prime requirement for achieving optimal human - v
ices planning. '

5 SUMMARY

dimensions, attributes and distribution of population the preduct of whose labour adds to
onal wealth constitute human resources. They are thus the participants and beneficiarics
conomic development. The demographic profile, migration and mobility and

icipation patierns in economic activity determine the quantitiative aspects of actual and
antial human resources. Investments in education and training, health and nutrition, and
ial welfare and quality promote quatity of human resources through enhanced labour

ductivity.

lile quantitative and qualitative dimensions only regulate supply of human resources, the
«r aspect of human resources planning namely the demand for human resources erucially
sends on the functioning and flexibility of labour markets. Labour market analysis is a
ncipal insicument of human resources planning, as it helps identify skili shortages and

0 enables a diagnosis of market failure to match labour supply witih demand. To facilitate
your market analysis, there is a need for a comprehensive and regularly dpdated labour

ket information sysien.
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| 'UNIT 2 CONCEPTS AND PROCESS OF

HUMAN. RESOURCES
PLAN’NING :

Objectives

After reading this Unit, you should be able to understand:
e the concept of human resources planning; -
e the need for public intervention in human resources planning;

o _ the theoretical basis and conceptual issues associated with alternative approaches o
human resources planning; and

s conflict between the theoretical construct and political process of human resources
planning and the resvitant practices in human resources planning.

Structure:

2.1 Concept of Humon Resources Planning
2.2 Need for Human Resources Planning

2.3 Approaches to Human Resources Planning
2.4 Practices in Human Resources Planning
2.5 Summary

2.6 Further Readings

2.1 CONCEPT CF HUMAN RESOURCES
PLANNING

Planning is a process of preparing a sct of decisions for action in the future. Human
Resources planning may then be intcrpreted as a process of preparing a set of decisions on
human resources development for action by human resources in future, The actions required

on the part of human resources arc cxogenous to human resources planning and they arc
primarily ol two types:

e Availing the emptoyment opportunities gencrated by the technologics in vogue in the
process of cconomic development, and

e cvalving new technologics to aid the process of economic development.

Given the pattern of growth in population, fabour force and hence the human resources; there

are three types of investments which have the potential 10 coniribute to human resources
devclopment.

They are investments ir :
e health and nutrition,
e social and economic equily, and

s education.

The first two types of investment can only contribute 1o the accumulation of human beings
in terms of health, physical capacity to work and socib-cconomic status. As an £conamic
asset - human capital a maiure human being is similar to unimproved land that has been
protected from destruction by fire and erosion. It is the education and training. directed toward
development of skills in human beings, the at chance the future asset value, productivity and
eamning power of human beings. Thigis the human capital approach to human resources

planning which attaches prime importance to investment in education as 2 means of human
resources development.

e 1 e e R
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In a broader sense, thus, human resources planning and educational planning are almost Concepts and Process aof
SYnonymous . Co ] . Human Resource Plamming

5.2 NEED FOR HUMAN RESOURCES PLANNING T

Education being the dominant dimension, human resources planning esscntially involves

making conscious decision with regard o education to faciliate future aclions regirding

participalion of human resources in economic development. The natural question that arises '
is that should policy planners make such decisions? Can not the market mechanism

involving employers as users of human resourcecs. and students and their parents as

supplicrs of human resources make such decisions? These are very relveant questions which

must be answered before moving on to techniques of human resources planning.

Any markel mechanism essentially involves interactions between profit maximising
producers and uiility maximising consumers. In a perfectly competilive market economy.
wherein each of the participants among the producers as well as consumers is endowed with
perfect knowlcedge about the markel forces. the interactions between producers and consumers
result in a set of prices which guarantee optimum allocation of resources provided certain
conditions are inet. Allocative cificiency of resources is considered optimum when itis not
possible to improve welfare of anyone of the paricipants in the market without impairing
the wellare of at least one of the participants in the market. Welfare ol cach particigant is
viewed here from the point of view of individual's pereeptions of choices and preferences
according 1o s or her own standards. This is the standard defnition of Parcto optimality .

The conditions which must be fulfilicd to achieve Pareto optimality in resource atiocation
are [our:

o inlormed consumers,
e absence of intemal economies of scale in production.
e ubsence of extermalitics either in production or in consumption. and

e absence of public poods.

Fatlure to fulfitl any one or mare of the above conditions leads to wiarket Milure inellecins
oplimum allocation of resources and justifies state nlenvention 1© ellect necessary
corrections through policy decisions.

The next relevant question is whether education violates any one of the four condilions,

Consumer's Knowledge of Education
Parental influence is a decisive Tactor in the educational achievements of children. Parent:
ipnorance caused by cither lack of adequate knowledge aboul the market for educated or

" perceptions based on their career experiences rather than based on the career challenges ahead
of their children or both is often vicwed as the basis for siate imervention in education. Siae
sponsored vocational guidance programmes and (he siress on gencrating employment murket
information through gevernment machinery is 4 means 1o provide appropriate lubour markel
signals among developing nations bears evidence 1o state intervention o make up for

- consumer ignorance or lack of adequate knowledge.

. .
Scale Economies in Production in Education :
In the context of education, optimum atocation of resources implies that all resoucces
should be equally productive in evety possible use in education. If there are scale econcimies
in any one or more segments of education, then the resource allocation patiern is not
optimum. Available empirical evidence based on studies relating to American urban schools
and privale colleges, British Universities, and Indian Technical education colleges and poly-
technics supports the belief that scale cconomies do exist in educational system and that
resource allocation within education system is not necessarily optiman.

Cuearnalities in Production or in Consumption

Ffﬁc‘_cm allocation 01 tesuwe—  =-——sac thay the value of output in different end uses is
identical. 1f some activitics gencrle exEemarbencne: . «. arv would he betfer ofl il

more of these actvities are carricd out. Bxtertai penclits of educution are enotgw. ... 4
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vaned Some-are ¢conomic beneﬁts suchas income gams topcrsons or.her lhan those-who -
are educated and income gains ot'subsequent generations from a bétter educated present’
generation. Some are social benefits like reduced crime and encouragement of lawful

hehaviour. And, others are the cultural b«:_rlcﬁ‘gvé-gch ag w:dcmng of mtellecutual horizons -
and increased interests in cultural pursuits.

t is the presence and recognition of these external benefits of education which have

supported state intervention in education as a means of maximising the externat benefits of
education lo the society.

Public Good

Public paods are generated by such economic aclivities whose benefits 'or losses cannot be
assigned to any single individual. They belong to the socicty as a whole and their
consumption is nccessarily joint and is cqual among all individuals in the society. Asa
result, the markel mechanism is powerless to induce anyone to reveal their preferences for
public goods. Tt is thus difficult to establish oplimum quantity of public goods and the
quantity 10 be provided can only be determined through deliberate policy decision based on
non-economic objectives. Existence of public goods is 1hus a case in'State intervention.

The advocates of education as a public good resied Wheir case more often on non-cconomic
objectives of education (than economic considerations underlying conditions essential to

achieve Parcto optimality) in resource allocation io education. The three non-cconomic
objectives which are of prime imponance are :

e equality of educational opponunities,
s sacial coheston. and

e soccialization function of cducation.

Parental choice, particularly in a developing economy with diverse socio-cconomic structure.
can neither guarantee optimal use of resources nor has the potential 10 meet the non-

economic objectives. State inlervention in the pianning und development of education is thus
imperative.

2.3  APPROACHES TO HUMAN RESOURCES
PLANNING

On the theoretical plane there are three options to any educational planner: The first option is
to ;reat education as a cansumplion good and dernand for education as an aggrepate of
individual consumer's demand for scheoling, and to provide facilities for education and
training accordingly. The second oplion is to view education as an investment good, evaluate
investment in edueation at par with invesiment in physical capital, and provide just enough
schooling to cqualize rates of retum on investment in education with the rates of retum on
investment in physical capital. The third eptien is to consider skilied manpower as basic
input to production of goods and seryices with in the cconomy, assess the skill requirements
to achieve any predetermined cenomic growth larget, and (o gear the expansion of
educational system to provide the needed e<'uication and training.

Accordingly, there are three approaches to educational planning:
« Social Demand Approach '
e Rate of Retum Abpr‘oach

e« Manpower Requirement Approach.

Social Demand Approach

The social demand approach relies on an assessment of socicty's requirement for educauon. In
principle, it is ah aggregate of individuals demand for education in respect of all indivduals
within the society. It is not always possible panicularly in large societics. to asscss
individuals demand for education. in practice, therefore, social demand approach relies on
projection of past frends in dcmngraph:c ASPECTs aF mmmsr<s G i Caroiment at different
lcvels ol'educarmn

e
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Social demand approach is thus capable of revealing the number of students with different
lypes of professional preparation ihat may be expected by a given warget dale, based on past
eapericnee, Projections of social demand for education are contingent upon given levels of

e incomes®f educated people,

e (astes and preferences of households for education.

»  demographic characteristics such as fertility and mortality,
s direct costs of éducalion,

e student grants, and

# existing standards of admissions lo various levels of education,

Added to these constraints, there are the perem:lial problems associated with the data base on
demographic aspects at disaggregated levels such as district, block and village; and data on
wastage and stagnaticon in education, and intensity of utilisation of existing educational
facilities. '

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

Rate of Return Approzch

Critics of social demand approach argue thal the decision to choose more or less of
education, beyond a legal school-leaming age, is made by an individual who attaches a
positive value 1o the present and the future benefits of education. Aggregate of individuals
demand for education, which is construed as the social demand for education, should ther be
based an aggregate of individuals assessment of benefits of education-reflecting the social
benefits. -

This brings us to the rate of return approach to education.

Rate of return approach looks upon.education as a contributor Lo productivity and in this
sense, it is expected 1o facilitate investment decisions in education - whether or not the
student should undergo rhere schooling, or whether or not the state should invest more and
expand educational facilities.

4
Like in the rate of retum analysis of any investment, rate of return on investment in
edication is used to expand educational facilities until schooling equalizes.

o 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 the
economy.

The analysis, however, is confined to formal education only.

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

- rate of return.

e Cosls of education
¢ Retumns to education

» Discount rate (used in discounting future retums to arrive at present value),

Variety of conceptual issues are involved in the estimation of these three paramelers.

Costs of Education .
Economic analysis of investment in education has a simple two-element taxonomy of cost:
Direct costs and indirect costs.

Direct - costs
Direct cost again have two compaonents: priviate expenditure on education and public
+xpenditure on education. '

Private expenditure on education is the expenditure incurred by the individuals pursuing
education which includes items such as tition fees, cost of books, extra room and board

Concepts and lProcess of
Human Resource Planning
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expenses and out-of-pockel expenses. It is relatively easier to estimate expenditure on these
iems.

Public expenditure on education is what the government spends on creating, exp.mdmg and
maintaining educational facilities. Public expenditure may be divided into recurring and non-
recurring items of expenditure. Recurring expenditure consists of items such as salaries of
teaching and non-teaching staff, maintenance expenditure, office expenses including
contingencies, and 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 staff lecturing to students in more than gne
discipline is a problem, as it requires an assessment of workload distribution which is not .

uniform among various educational institutions. Non-recurring expenditure poses two sets of .

problems: One, imputing costs Lo any particular cohort of students. Second, apportioning
costs imputed to any cohort ameng students belonging to various disciplines, as all students
may not use each and every facility in an identical manner. For exa.mple social sciences
students do not use laboratories. - :

Indirect Costs .

Indirect cost may be viewed from both private and social angles. From the pnvatc angle it is
the earning foregone by individual students while attending school. There are a variety of
conceptual issues involved in estimating eamings and in attributing it to a particular level of
education which will be discussed later. Estimaticn of forcgone earnings is even more
difficult; as it calls for identification of all possible avenues of employment and possible
earnings therefrom, and an assessment of money value of foregone leisure. This necessitates -
subjective valuation of eaming and leisure.

Social view point of indirect costs involves estimation of opportunity cost of public '
expenditure on education. There are no standard procedures in the estimation of social indirect
costs, ’ - :

Returns to Education
Return to education may be categorised into three types: Direct monetary benefits, indirect
monetary benefits and non-monetary benefits.

Direct monetary benefits
Direct monetary benefits to education are the exura life-time eammgs recéived that can be
attributed to schooling.

Observed eamnings differential of any education program, say college education, can at best

. constitute a first approximation to the true eamings differential attributzble to college

education. This is because intelligence, family wealth, parents education and eamnings, and
motivation play an important role - more than education per-se. Isolating the effect of all

such factors and estimating the frue ea.mmgs differential atributable to any gwcn lcvcl of
education is a diffigult 1ask.

As for eamings data on only the past and present retums are available. 1T 0 estimate future
returns it calls for intel. gent guess regarding ‘productivity and growth in incomes. Any
assurption on the secu v rate of growth of eamings differential between high school and
college graduates mayt ‘'ea cruc1a.l effect on the rate of retum to college education.

_Computation of life time earnings also necessitates adjustments for education specific

unemployment and monality rates; which is a difficult task as no data exists 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 earnings from the first job. Earnings ffom 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 eamings attributable 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 the
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effect of the such training on future camings from the life time eamings 10 a given initial Cancepts and Process of
N . . . . . . . Human Resource Planning
education. in computing refumns 1o a given level of education. is a difficult job. :

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

If the meaning of private returns is extended further to include all benefits received by the .
recipient’s family, then there are other forms of indirect monetary benefits such as: :

o child-care services - during the period the child is at school the parents have free time to ]
further their economic interests, and

e penerational transmission of education - educated parents facilitate inherited aptitude for
schooling among their children and effective home instruciion which saves expend:rure
on private tuition.

It is easier to visualisc nurmerous 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 which accrue to the individual pursuing education. :
Education may, for instance, alter and modify tastes, preferences and oudook leading to -
cultural upgradation. Likewise, education may facilitate individuals ;o take up more v
satisfying job with higher prestige and greater independence, and less of stress and strain. In

fact, the attraction of such psychologtcal returns as compared with the monetary retums of

white collared jobs which swells the number seeking them among the educated, -

Many other non-monetary benefits of education are not captured by the educated individual.
Rather, they benefit the society. These benefits are categorised as " extemnalities”. The
educated mind is trained (0 inquire and question, and not 1o accept authority by default. This
aspect of education is expected 1o strengthen democratic principles, and reduce the chances of
losing collective and individual freedom of the society. Like wise, education causes better
understanding and appreciation of the importance of health and hygiene thus leading to
improved health standards of the society at large. Proponenls of cducauon even argue that
schooling reduces crime and improves social order.

Bt

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

BT eiEE

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

Discount Rate )

While the costs of educalion are incurred at the beginning, returns to education accrue over
the life-time. In the computation of internal rate of return, which is used as a criteria for
making investment decisions on education, there is a need to discount future refumns to arrive
at their present value. Rate of return to ediication thus cruc1ally depends on the discount rate
used for discounting future returns.

In the case of privale retumns the discount rate could be :
» ceither the rate of interest at which an individual borrows for firancing education,
» orthe rate of return from the best possible alternative to investment in education.

Here again there are a number of possible aliernatives and ihere is no objective criterion for
. making a choice among the aliemnatives.
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Clicosing a discount rate in respect of social returns is even more complicated, This is
because. apart from economic criteria, welfare consideratiens also enter the calculus to the
dermination of an acceptable social rate of discount. f

: ot
Limitations of Rate of Return Appreach -
Apart from the concepiual {ssues associated with the parameters involved in the estimation
of rate of return to education and difficulties associated with the availabitity of data, there are

a number of other limitations associated with this approach.

The primary limitation is the in-determinancy of the signals it generate for educational
planning. Rate of return analysis is only indicative of relative priorities. It does not facilitate
value judgement among different projects in the priority ordering. In particular, when it
comes to making a choice among non-comparable projects, rate of retum approach is an
extremely defective tool. Even within education, because of sequential hierarchical linkages
(like college education follows school education), it is difficult to make decision on how
much to invest at each level purcly based on rate of return analysis and without any reference
to backward and forward linkages of the level of education concemned. '

Rate of return analysis does not take cognisance of supply and demand of skills in the labotr

. market. Excess supply (or excess demand) is likely to cause distortions in the occupation-

education profiles and hence affect the life-time caming profiles. These distortions are likely
to vitiate the signals made available by rate of return analysis which may ultimately lead to a
wrong set of choice in education.

To an economist, education is only a screening device in analysing the process of human
capital formation. Even here there is no unanimity among scholars with regard to the
filteration function of education. In virw of this, it is doubdful whether rate of return to
education could be used as an effective tool in making investment decisions within education

sector as well as among different seclors of economy with education included as a sector.

Manpower Requirements Approach

The fundamental axiom of manpower requirements approach is that there is a definite link
between education and economic growth, and that lack of skilled manpower in reyuired
numbers impedes growth.

In this approach an attempt is made to forecast future requirements of educated manpower to
fulfil a future target of gross national product (GNP) or specific targets of industrial
production. Based on the forecasts of educated manpower requirements over a specified peried.
the planners would then indicate the directions of development of the educational sector over

the same specified period.
_The basic steps involved in this exercise are as under:

] Antiéipating the directions and magnitude of devetopment of each individual seators of
the economy. : ’

« Evolving nomns for empldying manpower in each individual sector keeping in 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
manpower requirements using sector specific manpower norms.

« Estimating the educational equivalents of the manpower requirements.

» Analysing the implications of estimates of educated manpower requirements for
educational development; based on assumptions regarding enrolment rates, transition
probabilities, and wastage and stagnation rates at each tevel of education. ‘

Limitations of Manpower Requirements Approach .

The first limitation is that the approach assumes that educated manpower of different types
are used in fixed proportion and that.there are no substitution possibilities among the various
categories of educated manpower. '

. i : .
The second limitation is that it postulates a dgfinite link between an industrial task and an
educational level.

—
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Prices — either in terms of cost of producing educated manpower or in terms of saluries and . Concepts dnd Process of
. 3 - . Humun Resource Planning

wages of educated peopte — do not play any role in matching demand ‘with supplies of

cducated manpower in this brand of educational planning. This makes good sense if formal

edugation 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 manpower requirements approach fails to take cognisance of this aspect.

In the Indian contexi, even in 1he case of highly skilled occupatations where graduate level

engincers are required. it has been observed that over 30 per cent of the manpower do nol

have the basic minimum qualifications. They have reaclted these high levels lhrdugh on-the-

job training and such other informal training, in the requisite skils. Such persons are

‘catggorised as “practicals’, and these “practicals' are to be found in every occupation.

The crucial limitation in all forecasting excrcises is the assumplion about the distant
unknown future. Any error in judgement, in this regard, wiil 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 o manage. Excess supply, on the
other hand, leads 10 serious economic and sociological problems which are often difficult to
deal with, ‘

2.4 PRACTICES IN HUMAN RESOURCES .
PLANNING

Educational planning essentially aims ar improving the quality of manpower resources in the
country. The beneifits to the cconomy fron educational ptanning are thus indirect and
intangible. Planning in other szctors of the economy have tangible benefits and hence
contribute directly to the growth of the economy. It is this aspect of the education sector
which has led to a bias against the education sector in macro economic planning exercises
among many developing nations. -

The practices jn planning indicate that other sectors of the econoimny }:ovcnly and averily
claim higher priority in the thinking of planners. Also, it is in the nature of projects in other
sectors of the economy that once they are started they will have to be completed so as 1o be
of any use 10 the economy. Projezts in education sector on the other hand can cither be
postponed or left incomplete. For example, and incomplete irrigation dam cannot be of any
use to the economy: while school buildings without roof, without a black beard, or without
teacher in some cases can be put 1o use by the socicty through improvisation. As a result,
education seems 10 have residual claim to the plan resources.

The interaction between technical inputs to educational planning — based on well thoughl
out dicara of planning — and the political process of planning often results in the statement
of monetary resources available to educalion sector as a whole which need to be allacated to
different sub-sectors of education. Added to this, lack of effective monetary device in ’
education - resulting again form the inadequiacy of financial resources to education - often
causes divergence in the implementation of monetary plans for education from the physical
plan for education. In the process it may even result in the distortion of physical priorities -
within the education sector. :

Decision making with regard to education seclor development, in practice, has been such that
the essence of the ritval of educational planning is horioured more in its breach than in its
observance. Yet, many developing countries go through these rituals at definite intervals.

: 1
In view of the qualitative aspects which predominate educational planning decision, it

appears that comprehension of quality as a varfable and its manocurability is better facilitated

at micro-level. There is thus a case for decentralised planning with regard 1o education sector. -

2.5 SUMMARY

Human resources planning. as a process of human resources development, involves
investment decisions on three aspects which are compiemcnlary 1o cach ether. Education,
health, and social and economic equity. Education has undoubtedly been the dominant aspect.
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Hunan resources planning has, therefore, becn treated 2: svnonymous with ecucational
planning,

Educational planning involves both privaie and public investments. Yel, public investment
decisions have dominated educational planning exercises in almost all the counties. This is
because of labour market imperfections and failure of the market mechanisms to facilitate
optimal investment decisions in education.

On the theoretical plane. there are three different approaches 1o human resources planning:
Social demand approach, rate of return approach and manpower requirements approach. In
practice, however, political process of planning - often at variance with the rationale based
on a well thought out dicata of planning - has been dominating. This has resulted in the
distortion of physical priorities within education sector in many cases.

In view of the predominance of qualitative aspects, there is a growing realisation that -
educationat planning at micro fevel will be more meaningful than at the macro level.
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UNIT 3 METHODS AND TECHNIQUES:
DEMAND FORECASTING

Objectives

After reading this unil, you should'be able to understand:

e lhe concepl 61‘ manpower demand,

e the need for manpower demand forecasting and types of forecays.

» the methodologies of manpower demand forecasting at the macro and- micro levels, and

e . the daia base required for manpower demand forecasting at the macro and micro levels.

Structure

3.1 Introduction

3.2 Macro Forecasting

3.3 Micro Forzcasting

3.4 Data Base for Manpower Forecasling
15 Summary

3.6 Further Readings

3.1 INTRODUCTION

There are scme conceptual issues which need elaboration. The primary issue relates 1o
manpower demand. The other issues concern the manpower forecasts, need for manpower
forecasts and wypes of forecasts.

Manpower demand - )

[n manpower literature, there is considerable confusion conceming the precise meaning of the
words ‘demand', 'need' and Tequirements.’ Some writers have used the terms as synonymous.
Others, on the other hand, have used them in distinct senses.

‘Demand’ for a particular category of manpower, from the economists angle, is a schedule of
relationships between quantities of that particular category of manpower demanded and a
series of possible wage rates. It is conceived here that the quantity of manpower demanded
varies with the wage rates — more at a lower wage rate than at a higher one. Estimating. |
future manpower 'demand’ from the economists angle is not an easy job, as it calls for

. detailed knowledge about the established relationships between manpower demand and wage
rates paid by category of manpower. and knowledge of the future pattern of relative wage
rates for various occupations — reflecting the marginal productivity in value terms,

'Need' refers to the number of people required to provide an ideal level of service. What is
ideat is never achieved, because of structural, technological and other constraints. For
example, a country's 'need’ for education right be that every one should have education upto
the secondarv school level. However, because 6f socio-cultural constraints leading to
discrimination against females and class distinction among various section of social
hierarchy, resource constraint. and inadequate infrastructure support like school buildings and
teachers, it may not be feasible to plan to provide secondary school level of education 1o
cvery one.

'‘Requirements’ are then the functional composition of employment that will be necessary to
predice goods and services within the framework of social, cultural, economic and
technilogical targets (or constraints) specifies. They are more often described as
technological requirements, because manpower requirements of any task performance is
conditioned by the state of technology.
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In ar:-'cx:rcmc case. witere the elasticity of substitution between different factors are zero or
close 10 zero, any change in relative wages has cither no etfect or has insignificant effect on
the ‘demand’ for manpower; and the tevel of employmeni resulling 1n such a situartion is in
tact tegchnologically determined. Such a situation seems plausible in the short run; and it is
untikely to happen in the lonz run, because in the long run technologies might change
giving rise Lo substitution possibilities.

Likewise, ' requirements’ - which are in fact ‘needs' in a constrained situation - may conl'orm
to 'need’. if the constrainis are not bmdmg al the time of estimation,

In effect. ‘demand’, 'requirements’ and needs might mean’ the same
- if there are no substitution possibilitics among factors of production, and
- if ihe constraints arc not binding.

The operative terms ‘manpower demand’ {or 'Imanpower requirements’ or 'manpower needs'} in
the manpower literature implies manpower required 1o fulfil cenain physical largets for Gross
Domestic Product {GDP) or indusitrial output or socio-culiural status.

Manpower Forecasts
In the context of manpower forecasting, there is a need to make a distinclion between
‘projections’ and forecasts.

'Projections/predict the outcome of spenlancous forces i.e., the outcome which is expected
in the normzl course of events and in the absence of external stimulus.

Forecasts, on the other hand. refer to a prediction of the cutcome when normal course of
events are influenced and aliered by external forces. For example. in the macro context,
forecasts could result in a statement of what would happen if economic growth were
deliberately manipulated by government policy.

Need for Manpower Farecasts -

The basic rationale for making manpower forecasts is the long gestation lags in the
production of skilled professional people. Manpower forecasts made well in advance,
facilitate planning of educationfiraining in the effort 1o ensure that manpower required are
available at the time when they are needed.

The sceond major reason is the observed imperfections in the labour market. Markets for
manpower wilh lang lead time for production are characterised by cobweb cycles, because of
long lags ir the supply side and short lags, on the demand side. In the event supply is not
planned to meed the requirement, cobweb cycles in the labour niarket may ultimately lead o
distortions in occupation-education correspondence, the fail out of which could either result
in huge educaled unemployment or with people taking up occupations for which they are not
adequately prepared or both, Manpower forecasts, it is expecled would facilitate correction of
labour marke distortions. -

The third major reason is that in the short-run atleast, elasticities of substitution among
various skills have been observed 1o be either zero or near zero. Production of goods and
services, therefore, require various categoreis of skilled manpower in fixed proportion.
Shertage of any skilled calegory of manpower, in such a situation would adversely affect the
production of goods and services within economy. Manpower forecasts would help avoid
such a situation by t_'acilital'ing anticipation of skill shortages and planning skill supplies
accordingly.

Types of Manpower Forecasts
Manpower forecasts could be categorised differently, depending on the purpose for which
forecasts are made. Some of the major types of forecasts are briefly described here.

Short-term (orecasts. LY

Short-term forecasts are usually made for a period nol exceeding 1wo years. Short-term
manpower forecasts are made. primarily, to facilitate estimation of financial provision for
wages/salaries in the programmes/projects initialed or likely to be initiated in the immediate
Future. Shon-lerm manpower lorecasts are also useful in resource allocation among




competing programmes 1o be Tahen up [or implementtion in the not too distant future. l“‘-'“"’l‘: “"dd Tl':fhniques :
C e - . emn orecasli
Shart-icrm forecasts are very uselul st the micra — fevel say, company level. - e

Medium-term forecasts

For most couniries medium term is about two to five years-the horizon for planiing.
Medium term forecasts are useful in those offices which are concerned with advising
Ministers or preparing contingency plans to meel the ‘twisis and turns of economic
circumstances or inlemational events.’

Long-term forecasts

Forecasts for a period more than five years are considered as long-term forecasts. How long a
period beyond five years is involved in long-term planning will, however, vary (rom
situation 1o situation. Long-term manpowsr forecasts are useful in educational planning,
particularly refating to the highly skilled professional categories of manpower. They are also
useful in the preparation of corporate plans incorporating productivity changes, technological
changes and major organisational developments.

Policy conditional forecasts

Pélicy conditional manpower forecasts are those which are determined by the policy towards
the factors which influence the demand for manpower. Such manpower forecasis may be .
based on a rule of thuinb, or on professional judgement, or on an explicitly specified model

or any combination of the three. } .

Onlookers forecasts

An onlookers’ manpower forecasts are those which are derived by assuming that the factors
influencing manpower demand behave in the future as they did in the past. Like in the case
of policy conditional forecasts, onlooker's forecasts are also obtained with the help of a rule
of thumb, or professional judgement, or an explicitty specified model, of any combination of
the three. - ’

Optimising -forecasts

. Optimising manpower forecasts are those which are obtained as solutions to an oplimising
model in which numbers demanded of various categonies of manpower are so determined that
either the end benefits are maximised, or cost of resources used in achieving a pre-determined
end objeclive is minimised. : '

Macro anrd micro forecasts

It is important to make a distinction between two ather types of manpower forecasts viz,,
macro and micro forecasts, primarily because of two reasons: First, the end purposes of the
two lypes of forecasts are different. Second, the methodologies employed and data base used
are different. It is, howeyer, possible that micro forecasts, if properly planned, might
ultimately lead to macro forecasts but not vice-versa. -

Macro forecast are done usually at the national, industry/sector and region/state levels. They
are primarily used in

- planning education and training facilities;
- decision making for the choice ol industries for development;

- choice of location, technology, and size of organisation among industries selected;
and ' -

- determining order of priorilies for creating and/or for expanding economic and social
infrastructure. )

Micro lorecasts are made at the enterprise or department level. Micre manpower forecasts are

needed primarily for planning recruitment, promotion and training in accordance with the

plans for the developmént of enterprise or department concerned. Forecasts at this level are,
- therefore, required to be in greater details as well as precise. The micro forecasts are usually

expressed in terms of number required for each occupation, sotirce and stage of recruitment,
.and scheduling of maining. )

The methods of forecasting at macro and micro levels are discussed in detail in the following
sections. . ;

S
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3.2 MACRO FORECASTING

Manpower demand forecasting techniques used at the macro level in different countries may
be summarised under five Lypes:

« Employers Opinion Method

o Nomaiive Method

e Component Method

e International Comparisons Methed

e mediterrancan Regional Project (MRP) Method.

These five methods are discussed in brief, in what [ollows, ciling representative examples to
illustrate the methoeds.

Employers Opinion Method
Under this method employers are asked o give their assessment of future manpower needs in
different categories in their respective establishments. Aggregating over all employers and -

'making allowance for death, retirement, migration and occupational mobility, it is then

possible to arrive at future manpower demand by skill category. This method has been used
in a number of developed countries like the United States, United Kingdomn, Canada, Sweden
and France.

The method has been found to be particularly useful in the case of highly skilled professional
categories of manpower where the occupation-education correspondence has been observed to
be almost unique. It has also been observed that the method has been very useful in making
short-term manpower forecasts than medium—term and long—term forecasts.

However, the technique—even as a means of making short-1erm manpower forecasis—has
been observed to be severely constrained. For instance, the technique assumes that employers
are capable of making such-forecasts. It might be true in the case of large corporate sector
establishments with well staffed personnel divisions. Likewise, the use of technique implies
that manpower demand forécasts made by employers are linked to the production levels of
their respective establishments. In an opinion survey, this is rarely done. Finally, even if the
manpower forecasts are linked 1o production levels employers expectations of production
levels are never realised with the same degree of accuracy in an oligopolistic situation,
because of stiff competition and market imperfections. In otherwords, where the market for
goods and services are characlerised by stiff competition, employers forecasts of manpower
cannot be aggregated.

Normative Method ‘
Normative method uses normns for employing manpower to produce goods and services. The
norms ‘are usuatly expressed as ratios between manpower employed and the volume {or value)
of goods and services produced. These ratios are based on either the existing situation or the
desirable situation. :

Examples of the ratios are employment—output ratio, incremental employment-investment
ratio, employment—fixed capital ratio, employment—value added ratio. medical doctor-
population ratio, teacher-student ratio, nurse-medical doctor ratio, and engineer-technician
ratio.

As an illusiration of the method, using employment-output norm, as a first step; the norn
is evolved for a base year. Next, qutput projection are obtained for the target year. Then, the
base year employment-output norm is applied to the target year's estimated output to cbtain
employment forecasts in the target year.

This normative approach has two basic limitations: One is that the mithod assumes that the
norms are stable over a period of time. This can be avercome, if it is also possible to predict
changes in the norms as between the base year apd target year.

The other limitation is that it usec a uniform nérm for all components of a'production
process or for all regions within in country. This limitation can again be overcome by using

-different norms for different components or regions, which is the component method.

-




Component Method

In the component method requirements of any category of manpower are further sub-divided
into various components and then a separate norm apprapriate (o each component is used in
arriving at a forecast of manpower requirements for each component. Forecasts for all the
components are then aggregated to arrive at an estimate of future manpower requirements for
theé manpower category concemed.

For instance, in the case of medical doctors, instead of using an overall norm sych as the
doctor-population ratio, the requirements of doctors are sub-divided into four components:

e Doctors required in hospitals and other health centres maintained by the government.
e Doctors required as teachers in medical colleges.

e Doctors required in the hospitals and health centres in the private corporate SCCLOT.

e Doctors requifed as private practitioners.

In the case of first companent, doctor-government health expenditure norm is used. Teacher-
student ratio in medical colleges is used for the second component. Doctor-private corporate
sector health expenditure norm (or any other norm prescribed by the concerned private
corporate sector agency) is used in the case of the third component. In respect of the last
component doctor-health expenditure (by the general public) norm is used.

A variant of the component method is to use different norms for different categories of
manpower for producing the same- sel of goods/services such as engineer-output ratio,
scientists-output ratio, technician-output ratio, manragers-oulput ratio, and supporting
manpower-output ratio. '

The component approach is thus basically the normative approach. The difference lies
basically in using different norms for different components.

The primary problem associated with the normative approach-that of obtaining reliable
norms which are stable over a period of lime—still remains.

International Comparisons Method :

International comparisons sometimes facilitate use of stable norms. An Iialian study
conducted in 1960 forecast sectoral distribution of workers in 1975 assuming that the Italian
labour productivities in 1975 would match the levels reached in France in 1960. There is a
considerable subjective evaluation of international experiences in using the intemational
comparisons method which is not always easy 1o justify on objective considerations. This
method has, therefore, been not very popular. :

MRP Method , :

The MRP Method is designed to forecast manpower requirements by educational categories
so that the forecasts are rendered directly relevant to educational planning exercises.
Primarily, there are five steps involved in forecasting manpower requirements by education.
The first step is to arrive at the targe: year projections of GDP—exogenously determined by
an economic plan in the case of planned economies. ' o

The second steps invoives the estimation of sectoral contributions to GDP in the target year
by major sectors such as agriculture, manufacturing, transport and communication, trade and
commerce, and services.

- " Al the third step, sector specific average employment-output ratios are applies to sexforal
composition of GDP in the target year-to arvive at estimales of employment in (he target
year by sector. ’ .

Sectoral forecasts of employment thus obiained for the target year are then distributed among
a number of mutually exclusive occupational categories using either the base year ar any
desirable sector-occupation distributions. :

At the final step, occupational structure of manpower forecasts relating to the target year are
translated into educational structure by applying a standard measure of the level of fonmal
education/uraining required 1o successfully perform the tasks specified under each occopational
title. This procedure gives the nei manpower needs - net of replacement needs. -

Method and Techniques :
Demnd Forecasting
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Allowance are then made for deaih, retircement, migraion and occupational mobility to
estimate the replacerient needs by the Largel year.

Net manpower needs ard the replacement manpower needs by education wn]l logcthcr then
yield the tolal manpower nieeds by education.

The forecasts thus obtained are conditional on the achievement of GDP in the target year.

MRP approach, though very comprehensive, suffers from three sets of limitations: Firs,
forecasts are made separately in respects of GDP, employment-output ratio, occupational
structure and educational structurs. This implies they are all independent which is not
realistic, Second. the method assumes that the gccupational and educational structures used
are stable over lime, and that there are no substitutional possibilities bewween accupations
and between different kinds of education/training. This is an unrealistic assumption, as it
emounts to assuming that demand for manpower is independent of the supply. Third, MRP

_approach is fairly expensive, because it lays demand on a wide variety of data which are not

always available in the published form. Qne may, therefore, be compelled to resort to
primary data collection on many aspects.

3.3 MICRO FORECASTING .

Micro manpower forecasting (r.e.. manpower forecasting at the enterprises or company level)
involves estimation of manpower needs for a specified or anticipaled workload structure.
There are essentially three sieps involved in the process: :

e Evolving manning nonms based on an analysis of werkload structure.
e Forecasting Workloads

e Relating Workloads to manning norms.

Evolving manning norms

It starts with taking a comprehensive view of the work of an organisation which is first
divided into functions. The functions are then sub-divided into tasks and work groups
associated with each task are then identified. In respect of each workgroup:

« the levcis and number of positions at each level.
»  the job descriptions of each position by level, and

e performance of incumbants to each position by level vis-a-vis job expectations.

are analysed. Based on this analysis, number of levels and number of positions required at
each level, skill gaps of incumbents to each position, and their education/training and
experience requirements ar¢ worked out, The manning norms thus estimated for each
workgroup are discussed wilit the employers and the employee unions to arrive at a set of
desirable manning norms for the organisation as a whole relevant to the present workload
pattern. Any changes in the worklead pattern may result in a different set of manning norms
for the organisation. -

Changes in workload pattern can come about either through technolggical change, or better
manpower utilisation or both. :

Technological change could be labour saving—resulting in a reduction in the number of
levels and/or number of poesitions at each level—ultimately leading to reduced manpower
requirements. Alternatively, technological change could also be capital-saving which may
end up in increased manpower requirements by level and position. In either case,
technological change causes a change in the manning norms.

Betler manpower utilisation is usually caused by better management, better organisati n of
work within each work group and among various work groups within the organisation, and-
better worker-management cooperation. Better manpower utilisation normalty results in
improved labour productwiry and hence a reducuon in manpower requirements.

Manpower forecastmg process at'the micro level, therefore, calls for a forecast and a.nalysm
of fulure workload patterns to arrive at appropriate manning norms.

.




Forecastmg workloads C T T B M"-hﬂg lﬂﬂdT;thﬂlqus :
If *work' consists of a single type of activity, then the total output is a measure of the - emnd Forecasting
amount of work. In areas such as provision of health care, workload often is a function of

population. Population forecasts obtained b valemographic tcchmques in the provision of
health care can be treated as workload forecasts.

On the other hand. “work’ consists of a varicty of 1asks—the relative magnitudes of which
vary with rime, then one way is 10 predict workload of cach task separately and aggregate the
workloads of all tasks to amive at a forecast of total workload. If the tasks are numerous then
this procedure is very tedious. It is possible. however, that the numerous tasks are inter-
correlated. Hence, it may be possible to reduce the dimensionality of the problem, In an
cxtreme case. where all the tasks are perfectly correlaled among themselves, it would suffice
to take just one 1asks — or an average of all tasks-for projection purposes. Where the tasks
are all not perfectly correlated. it is stifl possible to reduce the dimensionality through the

usc of one of the two statistical techniques: Principal Component Analysis and Factor
Analysis.

Principal Component Analysis is a descriptive techniqie which finds linear transformation of
numerous tasks into a smaller number of indices (Principal Components) such that:

- theindices are ail uncorrelatgd among themselves, and

all the indices together summarise :he information’contained among the numerous
1asKs.

Principal Components are then projected to armive al forecasts of workloads.

Factor Analysis. (he aim of which is similar o that ol Principal Component Analysis. uses
a sophisticated statistical model. Here, somt small number of factors are identificd which
have the potential to explain the behaviour of the numerous tasks. Then predicting the
behaviour of individual factors, it is possible to arrive at forecasts of workload under each

tasks and hence the lerecast of total workload.

The foregoing methods assumed that the character of work in each 1ask will net chaﬁge
significantly during the period of forecasi, while technological change andfor manpower
utilisation can change the characler of work in any cne or more 1asks. It is possible to
incorporaie the effect of a1l the factors which affect the character of werkload. if there is
aprion information op the impact of each of the factors. An iliustration, in this regard, based
on the method outlined by 1.G. Helps is presented in (ke table below:

Fuctor affecting Impravemen in . Factor giving change in
Productivity ’ productivity in manpower in 3 years
’ three vears(%) | - (Improvemeny/100}

] ew organisation

structure | . 6 0.94
b Beuter equipment 6 0.95

¢ New information

EqunTewas -8 . 1.08

d  Delrer ranpower

Utilisation 1 0.90
5] Training b8 092
Conmbined tonal =094x% 0.95x 1.08x 090 032

effect on productivity =0.80

Thus the gbove five factors will reduce the workload by about 20 per cent for the same set of
siaff.
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-Reléli_ng workload to manning norms : .

If workload "W' can be forecast by the methods discussed in the previous section, and
productivity of workers ‘P’ - given as the ratio of workload to workers - can be estimated

based on historjcal data and/or apprjori information on factors affecting produ_c;ivily, then
manpower forecasts in terms of numbers required in future can be obtained as toT

I w
number required in fulare = P

3.4 DATA BASE FOR MANPOWER FORECASTING

Data base has a_crucial role 1o play in manpower forecasting. as it determines the
methodologies that can be adopted and methodelogical refinements that can be effected.

Kecping this in view, data requirements for manpower demand forecasting are discussed at
macro and micro levels separately.

Data Base for Macro Forecasting .
For macro forecasting it would be ideal to have comparable data on the [ollowing items over
a peciod of years in the past.

Population Stalistics
Data on population of the country by age, sex, cducation, cconomic activity slalus,
migration, marital status, region, and rural-urban distribution are nceded.

Dala on economic paramelers

L:conomic parameters on which data are requited on time-series basis are inputs, output.
capital. investment, wages, productivity, value added and depreciation by industry;
consumplion. savings and expenditure on health by income stratd ol population in rural and
urban areas of each repion,

information on technolegies

Details about existing technologics are needed by itustry specilying the implications ol
cach echnology for employment generition and invesimeant. Similar infornnation is also
needed on emerging technologics by indusicy.

Data Dbase for Micro .Forccasting
For micro forecasting a well-delined manpower Iulormation System {MIS} is needed at the
cnterprise or company level. MIS may have the foliowing modules:

— Personal Data Module; Identification particuiars, cducational particulars.
cducational qualifications; privileges, it any such as military training. handicapped.
scheduied castesfscheduled wribes ele.

.—  Reeruitment Module: Dawe of recruitment, grading in aptitude tests, grading in
leadership tests, overall grading. job perferences and choices, if any.

.—  Job Experience Module: Placement history, grade promotions, tasks performed
aradewise, significant coniributions, €ic. )

—  Performance Appraisal Module: Performance appraisal &t each job held, job
experience evaluated with the background of job descrplion, communication rating,
rating of inter-personal relationships. rating of behaviours in a group, commitment
of corporate goals, eic.

—..  Training and Development Module: Nature of training reccived at each level.

individuzls cvaluation of elfectiveness of training, individual assessment of training
needs vis-a-vis jobs currently being performed elc.

__ Miscellaneous Module: Record of compensafion and benefits received, health
status, information relating to personal problems which calls for the attention by
the authorities, security nceds, elc,

MIS is developed on the basis of pcrso'hnc'u history records of each individuai employee
within the enterprise or company and is updaled cvery year. '

e
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3.5 SUMMARY . _ - ; .

Demnd . Forecasting

On the theoretical plane, theic is considerable confuston regarding the concept of manpower
demand, In practice, however, manpower demand implies functional or technological

‘requirements of manpower that will be necessary to perform a given task.

The primary rationale of manpower demand forecasts is the long gestation lags in the
production of skilled professional people. Manpower demand forecasts are also needed to
counter the influence of labour market influences, and to gvercome technological rcg:dlﬁss
atleast in the short-run.

The objectives and methadolagies of manpower demand forecasling are different at macro and
micro levels.

Al the macro level manpower demand forecasts are needed as a basis for educational planning;
choice of location of industries. size ol industries and technology, and determining priorities
for creating and/for expanding economic and social infra structure. The manpower demand
roru:.ms may. therelore, need (e be indicalive in facilitating appropriaie action. At the same
time, macro demand forceasts are required to be comprehensive, The methodologics of macro
manpower demand forecasting are. therefore. complex and are ofien expensive because of the
nature of techiniques used and dita base required.

Micro level manpower demanrd {orecasts are made at the enterprise or company level. At thig
level, the forecasts are needed for planning recruitment, promotion and training. Forecasts at
this level will therefore, have to be in greater detail as well as precise. A well defined
Manpower Information System buill up on the basis af personnel history record of each
individual employee is a pre-requisile for making detailed and precise forecasis at the
calerprise or Company level. ’
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UNIT 4 METHODS AND TECHNIQUES :

SUPPLY FORECASTING

Objectives

After reading this unit, you should be able to understand:
e the concept and dimension of manpower supply;
e the methods of manpower supply forecasling at the macro level:

e the significance of wastage rate and internat flows in the context of micro supply
[orecasting: and

e the data base required for macro and micro manpower supply forecasting.

Structure
4.1 Introducuon
4.2 Macro Forecasting

4.3 Micro Farecasting
4.4 Data Base for Supply Forecasling

4.5 Summary
4.6  Funher Readings

4.1 INTRODUCTION

As a prelude w the discussion on the methods and 1cchniques of manpower supply
(orecasting. it is essentisl 1o undersiand clearly the precise concept of manpower supply.
There is alse a need 1o claborate on the dimensions of manpower supply: beeause the
methods and wechniques. and data sources vary with the dimension considered [or estimation
of manpower supply. '

Concept of MManpower Supply

Minpower and jabour foree are ireated ofien as synonymous. There is, however, a subtle
distinclion. While labour force includes all persons in the popuiation wio are cconomically
aclive. manpower refers 10 all persoas in the labour {orce—-other than the purely unskilled.
Manpower is thus the skilled component of labour force—irrespective of the level of skill
atained. Manpower supply is thea the totality of manpower employed and manpower
uncmiployed but are seeking jobs.

Dimensions of Manpower Suppiy .
[o the literature on manpower planning the following four dimensions of manpower supply
are clearly discernable: ’

« Stock and flow

¢ Quantity and Quality

e Occupation and education

e  Macro and micro.

Stock and flow

Flow dimension refers 10 manpower supply over a period of time. sy, over a five year plan

period. Stock dimension. on the other hand, denotes manpower supply at a particular point
of lime like a tarpet date of an economic plan.

Quantity and Quality "
Quantitative dimension of manpawer supply indicates the number of persons available with
the requisite qualifications/skill both employed as well as unemployed and secking jobs.

Ea e w7 o e
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Q.udlitative dimension comes into play when characieristics of manpower supply such as
speciaiisation; level, duration and quality of training; length of job related experience; and
aptituwde and motivation are being considered.

Qccupation and education
Occupation is a description of the functions role to be played. An occupation does not
always indicate educatien/training/skill requirements to perform the expected functional roles.

There are some-occupations—such as physicians—which are uniquely related 1o a given
occupation. There are the other occupations which do not have any precise relatienship with -
cducation.

Where an occupational group is uniquely related to an educational programime. 1o that all
cntrants to the occupation must come from the educational programme concerned. Manpower
supply lor that occupation. therefore. cansists of all eraduates of the educaxional programme.

In the cuse of occupation which do not have a precise relationship with an educational
programme the concepl of manpower sepply for such an eccupation is more complex.
Engincers is one such cecupation which falls under this category. Manpower supply in the
case of engineers, would be;

e nbmber of engineers with a degree (rom engincering colleges.
o number of engineering graduales in other occupations.

o number of engineers without engineening degrees (praciicals).

Absence of reliable occuparion-education information makes it extremely gifficult to estimate
manpower supply for an occupation, In view of 1his, manpower supply forecasts are usually
made by broad calegories of educational qualifications.

MMaern and micro
Macro level manpower supply at any future date consists of

o current stock of manpower;
e additions o current stock [rom new entranls or re-enteais: and

e subtractions due to death, retirement, migration. mebifity, and withdrawal frem lubour
larce. -

Micro level minpower supply, on the other hand, comprises
e cxternal supply causcd by recruitmens; and

‘e internal supply resulting from transfers, prometions and redundancies.

4.2 MACRO FORECASTING

At the macro level there are two methods of estimation of manpower supply; ane is known
as the "direct method” and the other is 1ermed as the indirect method.

Dircet Methad

Direct method relies on a census count of persons belonging to the category of manpower tor
which supply is being estimated. Census count can be usually obtained from the Population
Census. The primary limitation of the direct method is that the census counts arc infrequent.
For example, in the Indian context Population Censuses are decimal. For inter censual years
there is ro information. Also, because census are infrequent, they cannot be used in any
mcaningful trend forecasting exercise. This apart, cenuses are known to be subjeet o
enumeration biases such as under count, misreporting and classificalion biases. In view of

these limitations, researchers in Lhe field of manpower have been resorimg to indirect
method,

Methods and Techniques :

Supply Forecasting
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Indirect Method :
Under the indirect method institutional out-turn over the active life span—slarting from the

~ base period upto the target date is cumulated making adjustments for factors of attrition and

labour force participation fo obtain an estimate of manpower stock at the target date.
Estimation of manpower by the indirect method thus involves the following steps:

o Estimating active life span. '

e Determining base pericd.

e - Forecasting annual institutional out-turn.

e Obiaining cumulated out-tumn adjusted for attrition.

e Estimating manpower supply.

Estimating active life span

Active life span is defined as the span of life over which an individual is active in any given
profession or occupation. Active life span varies with the occupalion and it may also vary
from individual to individual within an occupation. Hence. active life span is estimated for
an average individual in each occupation.

For estimating average active life span of any occupation estimates of two parameters,
namely: -

e average age at entry into the occupation; and

e average age at retirement from the occupation;

are required. The span of life from the average age at entry [0 average age at retirement is
then the average active life span.

Average age at entry inlo an occupation depends on the time taken by an average individual
to complete the relevant cducation programme/skill training which in turn depends upon

e duration of education/skili training and
e average period of stagnation during training.

In respect of professional education/skill training stagnation might be insignificant, as
compared with the general education. because entrants into professional education/skill
training are usually more meritorious than those opting for gencral education. As an
illustration, assume that the average age at completing higher secondary cducation is 17
years, average duration of engincering collegiate education is 4 years and average duration of
medical collegiate education is 5 years. Then, active age al entry into engineering occupaticn
will be 21 years. Likewise, average age at entry into physicians profession will be 22 years.

Average age at retirement from an occupation, for most of the occupations which offer scope
only for wage employment in the same and it is usually taken to be 60 years. Average age at
retirement may differ only in the case of highly skilled professional occupations like the
physicians, architects, engineers and lawyers where there is ample scope for self-
employment.

Assuming an average age of 65 a1 retirement for engineers and physicians, active life span
engineers will be from 21 years of age to 65 years of age. Similarly, for physicians it wi
be from 22 years of age to 65 years of age.

Determining base period
Manpower stock as of a target date comprises of manpower of all vintages starting from the
persons who have just entered Lo those who are on the verge of retirement. Hence, base

period can be determined by subtracting the number of years in the active life span from the
target year.

For example, assuming an active life span of 34 years for engineers (from 21 to 65 years of
age) and the targel date as 2000 A.D., the base year will be 1966 (i.e., 2000-34).

-
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Forecasting annual institutional out-turn

To s:art with, past trends in enrolments are extraporied to cover the target date, using
suitable trend forecasting methods. The forecasts of enrclments thus obtained are then
converied into forecasts of out-tum, with the help of observed trends in annual rates of ...
completion of the educational level concerned.

Estimating attrition rate

Adtrition in the manpower supply relevant to any category of education may be caused by the
following four factors:

e Death
s Retlirement
e Migration

e Occupational mobility

The joint cffect of these four factors is termed as the attrition rate. Among these four factors,
impact of accupational mobility is very difficult to estimate. In view of this, astrition rate is
usually taken to mean. The joint effect of death, retirement and migration only.

impact of death is estimated, using age specific death rates. Effect of retirement is obtained
by using a cut off age for retirement, usually 60 years of age. but more than 60 years in
respect of occupations with ample scope for self-employment. The influence of migration
factor is quantified through detailed education specific migration studics.

In the Indian context. for engineering degree holders. an annual atirition rate of 2 per cent is
used, Out of this 0.8 pef cent is due o death and retirement, and 1.2 per cent is due 10
migration.

Obtaining cumulated out-lurn adjusted for attrition

Given the base year manpower supply (So}, munpower supply in the firsL ycar after the base
year (S1) 15 determined as

Sl1 :SOM+Y| '

100
Where
= auriuon ratc and

Y 1 = Institutional out-turn in the first year alter the base ycar.

Man power supply in the second year (S2) afler the base year will be

(l-a)
7 = 4
52 =151 100 + Y2

where Y2 is the institutional cut-tum in the second year after base year. Using this

comulation process, manpower supply in the target vear (which is say 't years after the basc
year) will be

St=Si-lﬂfﬁ2+Yl

Where St - | is the manpower supply in the year prior Lo the targer year.

Estimating manpower Supply

Cumulated owt-lumn adjusted for aurition, obtained in the manner outlined above, indicates
the tolal number of persons in the population with the requisite education{training.
Manpower supply, on the other hand, is the labour-force component of the commulated and
adjusted out-tum. Further adjustment to cumulated and adjusted out-turn is, therefore,
warranted to account for withdrawals from the labour force in respect of persons with the
requisite education/training as outline below: -

Manpower Supply in the = Cummulated out-turn Labour force
target year adjusted {or autrition X  participation rate

Methods and Techn[ques :

Supply Forecasting
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4.3 MICRO FORECASTING 77 ' = 7 %

Micro level manpower supply, as stated earlier comprises of external and intemal supplies.

External Supply Forecasting

Extemnal supply arises primarily throuph recruitment which is necessarily meant to augment
internal supply. Another minor source of external supply is through seconding {or deputing)
personnel from other organisations which takes place largely among government depanments
and parastatals. Hence, given the recruitment policy it is easy to predict the external supply.

Internal Supply Forecasting
Internal supply within an organisation is governed by two fuciurs:

e Wastage-the oul-movement from the organisation caused by voluniary resignation, death
or reiirement. ’

e Internal movement resulting from transfers and promotion.
Manpower flows generated by these two factors are of course inter-related.

Forecasting internal supply is. therefore, crucially dependent on analysis of wastage and
intcrnal movements. with a view (o oblain estimates of wastage and patterns ef internal
movements,

Analvsis of Wastage
A crude method of estimating wastage is (ermed as the British [nstitute of Management
(BIM) index which expresses wastage as a percentage of staff in position i.e.,

Manpower leaning in a year
Avcrage manpower in position

Annual Manpower Wastage = 100

The BIM formula has many disadvantages, for cxample, it takes no cognisance of the
characteristics of manpower—crucial among them being the length of service and skill.
Further, it is difficuil 1o assess the operational and financial implications of any given raie of
wastage based on BIM formula. Also, it does not provide any meaningful indication for
manpower planning.

Stability index
An altemative method which takes into account the length of service of the persons leaving

the organisalion, termed as 'stability index’, measures the complement of wastage rate (i.e.,
rate of relention) as .

Manpower with one vear service at time 1
Manpower in position at time [ - |

x 100

This method indicates only the percentage of manpower who stayed with the organisation for
one year. [t does not directly measure the extent of wastage. Also, it gives equal weightzge
to persons who left the organisation with less than one year's service and with more than one
year's service. This method is, therefore, not very useful for manpower supply forecasting:

Modified stability index

Modified stability index, which is also referred 1o as Bowey's stability index includes
-everybody employed in the organisatien and gives due weightage o varying lengths of
service. In simple térms. Bowey's stability index may be expressed as -

Total length of service of manpower employed at the lime of analysis
Total possible length of service had there been no manpower waslage

This method is useful in analysing the extent of wastage in terms of length of service.

However, as in the case of stability index it is not very helpflul in manpower supply
forecasting.

Cohort analysis

Manpower cohort in an organisation is a group of stalf who are more or less homogenous
and who joined the organisation at the same time. Gruphical prescntation of leavers (those




leaving the vreanisation at each point of time from the date of joining to the date by which
the entire cohorr would have disappeired resembles Figure T below:

Leavers
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¥
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1
1

Time
Figure [

In each cohort 1he peak of leaving accurs shortly afier joining when either the manpower
leaving realises that the job is not sujtable to them or the employers find out that the leavers
are not suitabie to 1he organisation. The peak is, however, determined by the nature of job,
work environment and curcer prospects wiihin the organisation. The objective of manpower
planning is to see that the peak of ieavers does nol arisz carly in the life of a cohort.

A slight transformalion of Figure I by plolling cumulative percentage of leavers in the
:cohort on the vertical axis and logarithm of time on the horizontal axis the curve in Figure [
becomes a siraighi line as in Figure I1

Percentage of
‘leavers

Log time
Figure |1

In statistical terminology, the iransformation cffected above is termed as the log-normal
transformation.

Using this curve, then forecasts of percentage of 1otal leavers of a particular cohort at any
future date can be made 1hrough extrapolation. Cohort analysis is thus very useful in
analysing and forecasiing wastage of specific groups of manpower who have similar
characteristics and also joint at a particular time of the year such as management trainees,
graduate engincers and compuler professionals. ‘

There are, however, some disadvantages. First, forecasting exercise requires information on
year-wise waslage from a cohont. If there are many cohorts it may not be a very easy tasks.
Second, for a meaningful analysis of wastage each leaver must be related to the concerned
cohort and the cohort size must be know, In the absence of computerised personnel
information system, this may not be all that easy. Third, if the manpower is relatively stable
as is the case in government jobs or public sector organisations which assure job
security-the length of time over which a cohort must be fallowed can be too unwieldy to
atlempt any reliable forecasts,
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Census method

Some of the problems of cohort method can be overcome by using the census method. Under
1he census method a snapshor of the Lotal siluation is taken at a particular point of time or
over a short period of time and'data on leavers with compleled length of service is obtained.
Based on such data, it is possible to estimate—with the help of standard statistical
techniques—the proporiion of manpower joining at a given point of time who will survive
to a specificd length of service. For example, based on the census method it is possible 10
estimate proportion of manpower joining the service (say) in 1990 who will complete 10
years of service,

Analysis of internal movements
Internal movements arc of (wo types: Vertical and horizontal. Vertical movements are the

movements between categorics or levels of manpower employed caused by either promaotion
or demotion. Horizontal movemeiits are movemenls between locations ordivisions within
the same category or level of manpower which are caused by transfers.,

Markov Chain Model

A very useful method of analysing and forecasting internal movements is the Markov Chain
model. It calls for the estimation of transition probabilities relevant to each vertical and -
horizontal movement. A simple version of the model, without bringing in the complications
of the probability theory involved, is illustrated hese in adequate detail for any manpower
planner or a personnel manager 10 judge the utility of the model in the context of micro level

manpower planning. .

The illustration assumes a simiple organisation with a three grade structure: A,Band C.
Also, the possible length of service is divided into three groups: 0-3 years, 3-10 years and
more than 10 years (10+ years)

Grades
A

T 7 7
| I

C

" 03 310 10 +

Length of Service (in years})
Figure II

Figure !Il above is graphic representation of the Markov Chain Model. In this, grade C is the
entry level position, grade B are no further lateral entry levels in the organisation. Thus
recruitment (o higher levels is entirely through promotion-like in a government department.
Further, a person entering at grade C level has several oplions, He may get promated 10
grade B or even grade A within the first 3 years depending on his performance. Alternatively,
he may get promoted to higher levels in the next 3 to 10 years or only after 10 years. In the
extreme case of bad worker, however, he may retire as a worker in grade C only. Al each
grade and length of service. the warker has also the option to leave the organisation.

If systematit personnel records are available, il will be easier to estimate |he percentage of
manpower in each grade/tength of service group who moved along the different arrows in
Figure I1. As an'illustration again, the perceniages-regarded as transition probabilities-who
moved along different arrows can be show as in the table below: o
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Tahle: Markov Chain Probability Mutri

Muethods and ‘Techniques :

Supply Forecuasting

(Percentapes)

) o B A
Q-3 310 10+ ol i-10 10+ 0.3 .10 10+

C 03 40

210 10 50

104+ 5 10 70
A - 03 4 . 55

310 7 10 o 60

10+ 1 & 5 10 70
A o3 | 70

3-[(} L l 3 10 10 15

10+ 2 3 5 5 5 70
Wastage ) 30 a0 an 20 15 ki) L5 20 - 30
Total 100 100 100 100 100 100 100 100 100

The table above indicatas that in a year 40 per czn1 of grade C staff will have less than 3
years service, 10 per cem of them will have 3 1o 10 years service and 5 per cent of them wil|
have more than 10 years of service. Further, 4 percent are promoted to grade B in less than 3
years and soon. Also, 20 per cert of grade C staff leave the organisation annually.

Figure il and the table which followed represent a highly simplified versicn of an
organisation, Markov Chain Model and the probability matrix depend very much on the
recruitment and promotion policies as also the practices regarding transfers within an
organisation. Any complex organisation structure can be presented within the framewaork of a
Markov Chain Model. provided there is a well defined personnel information system -

- preferably compuierised.

The most difficult task in the use of Markov Chain Model is the estimation of transition
probabilitics. Once the estimates of transition probabilities are made they can bz applicd 10
any iniake of fresh baich of recruits lo lorecast internal supplies as well as waslage (or
leavers) by grade and length of service. It is not also essential to keep transition probabilities
constant in forecasting future supplics. They can be varied through deliberate intervention, if
there is apriori information on the likely magnitudes of transition probabilities refiecting
future recruitment, prometion and transfer policies.

4.4 DATA BASE FOR SUPPLY FORECASTING

Data base requirements of macro and micro supply forecasts are different. Kee]iil-'lg this in
view data base needed for macro and micro supply forecdsts are discussed separately.

Data base for Macro Supply Forecasting
For macro supply forecasting dala are received on the following aspecis.

Age at cntry and age at cXist

Data on age-at cntry and age al exit arce required by category of marpower, In respect ofl jobs
in the civil service, defence services and most of the other salaried jobs age at entry and exist
are predetermined. In the case highly professional calegories of manpower age al cnlry is
known, whereas age al exist varies and is unknown. In respect of skilled and semi-skilled
manpower—particularly those who do not pass through any formal educationf/lraining
system—there is a difficulty in obtaining information on age at entry and age at exist. This
is becausc there are no prescribed age limits for recruitment and retirement. In all such cases
average obscrved ages at entry and exist—obrained (hrough sample surveys-may be 1realed as
prescribed ages at entry and exist.
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Annuai corolment and out-turn

Data on annual enrolment and out-turn relating to alf courses in the {ormal education/training
system are usually published. Where there are gaps, they can be filied with the help of
records maintained by the cancerned deparments. Tn respect of informal education/training,
however, there is a need to conduct surveys of all the rclcvzmt institutions to obtain data on
annual enrolment and cul-lum.

Attrition rates

Attrition rates are not readily available for most of the categories of manpower. They need to
be compiled on the basis of pattern of retirerment, migration and morality.

Retirement

In the case of government job the prescribed age at retirenient is 58 years. Other salaried jobs
may permit continuing in employment upto 60 years of age. Only in the case professional
categories of manpower there is a possibility of remaining professionally active even beyond
60 years of age. In all cases, however, age at exit [rom the relevant occupation may be
treaied as relirement age.

Migration

There is no published source of information on migration by education, Specific studies are
needed covering Indian migrants settled in other countries to ascertain the magnitude and
other characteristics of migrants by education.

Morality )

Decennial Population Censuscs and the morlahty mfon‘natlon compiled by the actuarial
scientists in insurance companies are good sources of information for analysing mortality
patterns and for estimating the mortality component of attrition rate.

Labour force participation rates.

Decennial Population Censuses as well as comprehcnswe labour force enqu:nes conducied by
other agencies (like the National Sample Survey Organisation in TIndia) facililate estimation
of labour force participation rates by education.

Pata base for Micro Supply Forecasting

Supply forecasting ar the micro level is essentially the internal supply forecasting, as
external supply is determined by factors extraneous to the company or enterprise concerned.
Internal supply forecasting calls for a detailed Manpower Information System (MIS) at the
level of company or enterprise where supply forecasting is atternpted "MIS is developed on
the basis of personal history records of each individual employee :md is updated every yeur,
MIS comprises of the following modules.

~  Personal Data Module: Identification paiticulars, educational particulars, educational
qualifications, privileges, if any such as miliary training, handicapped, scheduled
castes/scheduled tribes etc. - ’

-—_ Recruitment Module: Date of recruitment, grading in aptitude tests, grading in

leadership tests, overall grading, job perferences and choices, if any.

—  Job Experience Module: Placement history, grade promotions, tasks performed.grade
wise, significant contributions, etc.

—  Performance Appraisal Module: Performance appraisa] at each job held, job experlcnce
. evaluated with the background of job descriplion, communication rating of inter-
personal relationships, rating of behaviours in i group, commitment corporate goals,
etc. '

~—  Training and Development Module: Nature of training received at each level,
individuals cvaluaﬂon of effectiveness of training, currently bcing performed elc.

—  'Miscellaneous Module: Record of compensation and benefits received, health status,
information relating to personal problem which calls for the attention Dy the
authorities, security needs, etc.
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Methods and Technigues :

4 . S S UMMARY Supply Forecasting

Manpo= o1 s the skilled componert of labour force. Manpowar suppl:s ha- four distinct
dimensi~ns: Stock and flow, Quantity and quality, occupation and educatien and macro and
micro dimensions. Metheds and techniques, and data sources may with the diinension
considered manpower supply estimation.

. Among the four dimensions macro and micro dimensing je the mast imnnartant one, as each
exercise in reanpower forecasting is essentially either macro or micro forecasting. The other
three dimensions are associated with both macro apd micro forecasting exercise.

At the macro level there are two methods of making manpower forecasting: Direct method
and indirect method. While the direct method relics on census count of all persons, indirect
methaod estimates manpower supply by cumulating economically active component of
instilutional out-turm over the relevant period after making adjustment for all factors causing
manpower attrition. Dala base for ntacro forecasting is not always readily available, Often,
there is a need to conduct specific studies to generate the needed data. Manpower supply at
the micro level consists of external supply and intemnal supply. External supply is
determined by factors extrancous to the company ar enterprise level at which micro
manpower supply forecasts are made. Internal supply over which a company or 2ntemrise has
control, is governed by the wastage rate (i.e., the rate of leavers from the company) and the
internal flows - caused by transfers and promotions. Methods of analysis and foiccasting of
wastage rate and internal flows are different. Data base for micro forecasting is, however, a
well defined MIS based en personnel history recards of rach individueal employee.

4.6 FURTHER READINGS

Bartholemaw, D.J. and Forbest, A.F. (197%) Statistical Technique for Manpower
Planning John Wiley & Sons, New York.

Beil, D.J. (1974) Planning Corporate Manpower, Longman, London, UK,

Smith, AR. ete. al (1976 Manpower Planning in the Civil Services. Her Majesty's
Stationary Office, London, UK.
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BLOCK 2 JOB EVALUATION : S

This block comprises three units. The first unit provides an understanding of the
historical developments regarding application of job evaluation, techniques and
explains the concept, scope and limitations of job evaluation. Unit & deals with

the concepts and process of job analysis and job description, explaining linkage
between job description and job specifications with job analysis. It also gives an idea
about design and uses of job description. The last unit presents an overview of job
evaluation methods explaining relative advantages and disadvantages of various job
evaluation method and steps involved in the application of the methods. The unit
also discusses recent developments in job evaluation.
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UNIT 5 JOB EVALUATION : CONCEPTS,
SCOPE AND LIMITATIONS

Objectives

After reading this unit, you should be able to :
* appreciate the need for a rational and equitable pay structure;

e develop an understanding‘of the concept of job evaluation, its scope and
limitations;

® rtake note of the historical development with regard to the application of the
technique of job cvaluation.

Structure

5.1 Inireduction :

5.2  Nced for a Rational and Equitable Pay Structure
5.3  What is Job Evaluation?

5.4  Objectives of Job Evaluation

5.5 Reclationship of Wages and Job Evaluation
5.6  Anomalics in Wages and their Significance
5.7 Theory of Relative Values

5.8  Basic Assumptions in Job Evaluation

59 Trigger Points

5.10 Advantages of Job Evaluation

5.11 Historical Deveiepment of Job Evaluation
5.12 Areas of Application

5.13 Evaluatory Phases

5.14 Human. Technical and Economic Problems
3.15 Summary

5.16 Further Readings

5.1 INTRODUCTION

Productivity for any organisation or enlerprise depends, to a great extent, on the
morale and motivation of the employces of that organisation/enterprise. One of the
principal factors affecting the morale and motivation is the “pay policy” and “pay
structurc™ of the organisation. Assuming, we have two scctions or categories of
employees, say Category A and Category B. The former has a salary structure higher
than that of the latter. The latter catepory has a [celing (real or imaginary) that the
duties and responsibilities of the former are not more o'nerous than theirs. This
feeling c.:ould- lead to frustration and lowering of morale and productivity. An
orpanisation needs a system which will attempt to prevent such situalions to develop
and to resolve them to the satisfaction of all concerned where such situations discern
themselves. This unit is intended to identify such a system.

5.2 NEED FOR A RATIONAL AND EQUITABLE
PAY STRUCTURE

As wages arc probably the most important single element in conditions of
employment, they have naturally always raised difficult issues in negotiations
between employers and workers. These issues concern not just the general level of
wages received by workers but also the dilferences in wages amongst them. These
differences are of many kinds. They exist as between countries and, within each
countiry, as between industrics or groups of industries. Moreover, within any industry
there are usually wage dilferences as between individual, regions, firms or plants and
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within the-latter as between different departments. Many of these differences may -
reftect differgnces in occupational content—quite apart from the fact that workers
engaged in the same type of work may rcceive quite different wages according to
their length of service, working conditions, personal performance or for a host of
other reasons.

Among the nfany pay problems regularly confronting enterprises throughout the
world, those associated with internal pay differentials are amongst the most
common. The difficultics normally arise from the belief by certain workers that the
position they occupy in the existing jobs and pay hierdrchy is inappropriate. But
responding 1o such concerns by means of upward pay adjustments does not
necessartly represent a solution as other workers, with whom comparisons are
traditionally made, may not accept having their relative position deteriorate in this
way. Continuing ad hoc madifications to pay structures risk undermining faith in
their rationality anc -nitiating a serics of conflicting pay claims, The way to resolve
such difficultics lies in developing Lo the extent possible, a common understanding

amongst all the workers and the management concerned on what the pay structure
should be.

5.3 WHAT IS JOB EVALUATION?

1t aims at establishing pay structures that are fair and equitable in the sense of

_ensuring equal pay for jobs demanding what are considered to be broadly similar

sacrifices and of rewarding appropriately the greater efforts and hardships involved
in some jobs as compared with others. In this way, it secks to minimise the
dissatisfaction associated with pay.differentials and thus to contribute to more
harmonious human relations at the work place.

Like many oiher modern management lechniques, job evaluation has, aver a period
of time, acquired a considerable amount of linguistic mystique created by the jargons
employed liberatly by the management teachers and preachers, trainers, even
practitioners, and compounded by the differential meanings attached to its
terminologies by the various users. Yetstripped ol all its sophisticated trappings, it
remains a technique designed basically te define job refativities on a systematic basis
with a view to developing a rational remunerational structure. Job cvaluation is the
process of analysing and appraising the content of jobs, set in the family of other
jobs, so as to put them in a suitably cvolved rank-order which can then be utilised
for installation of an acceptable wage struciure in an organisation. In short, job
evaluation concerns itself with pricing a job in relation to other jobs on the basis of
concern consistent, fair. logical and equitablc criteria and not on the basis of
arbitrary, variable judgements dictated by short-term cxpediency or arrived at
through rule of thumb methods. While one may get the impression that as a
technigue, job cvaluation is invariable and inviolate and it also posscsses first-degree
precision of scientific varicty. it is not so in practice; for, in the alimate analysis, it
is essentially a way of applying judgement, and since no evalualory process can
eliminate the need for exercising judgement, howsoever systematic it is or may be, it
will always remain captive to buman traffics; additionally so because the technique is
to be administered by people and for people in the live-organisation world of work.
Morcover, as the job evaluation deals with determination of the relationships

_ between wage rates (not rates thémselves) of jobs placed in horizontal and vertical

hierarchics, corresponding to any change in the value of one (job)—due to myriad
internal or external stimuli—there will be counterpart change in others so that there
is no constancy or immulability about this exercise. In asscssing the process of
determining the relative worth of various jobs within the organisation so that
differential wages may be paid to jobs of dilferent worth, the technique no « .ubi

helps but, then, more important than the technicality of evaluation are the issues that

should influence the managerial decisions about the desirability, timing, cte., of such
assessment itself, the. values flowing from i, infrastructural suppor system,
preparation, installation and maintenance strategics of the newly evaluated structure
and so on. Like in a surgical case, £rucial decisions do not certainly centre around
the surgeon’s knife, but are about the patient’s conditions and other circumstances,
togcther with the professional competence of the surgeon himself, perhaps his team
of people required for surgery.
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5.4 OBJECTIVES OF JOB EVALUATION = . Pt 4o

The primary objective of job evaluation is to find out the value of work, but E: is a
value which varies from time to time and {rom place to place under the influence of
sertain economic pressures, not least of which is the worth of money itself.
Nevertheless, the value of work at a specific time and place is absolute, governed by
supply and demand, and related 1o the value of all other work. The aim of job
evaluation is not to create a rate, but to discover what that rate is at that time and in
that place. L ——— e -

Another aim of job evaluation, is to supply bases for wage negotiations founded on
facts rather than on vague indeterminate ideas.

Wages are always under pressure of one kind or another and some job wages are
influenced more than others by such pressures—resulting in anomalies in rates of
pay. It is the function of job evaluation to reveal these anomaligs, rather than create
them. )

When job evaluation is used in the design of a wage structure it helps in rationalising
or simplifying the system by reducing number of separate and different rates.

The technique of job evaluation can also be used to determine not only what the job
is worth but also the value of each of the aspects such as the skill and responsibility
levels. Such information could be useful for devising measures for improving labour
productivity.

5.5 RELATIONSHIP OF WAGES AND JOB
EVALUATION

The only monetary criteria that are available to assess the value of work are the
wapes_that are aiready. paid {or the work. These wages comprise scveral components
cach of which contains a number of different features. The values of these -
components feature in all jobs, affcct each other and are also continually influenced
by such economic pressures which have very little to do with cither the supply of
Jabour or the demand for its product. Changes in the value of money and in the cost
and standard of living, group and individual pressures, industrial action or inaction,
job evaluation itsell with its aims at parity, new towns, redevelopment, 1axation,
local, national and industrial wage scttlements, all have their effect on the wage and
its value. The pressures are continually changing, and their combined and single
effects are never the same from onc moment to another, If then the current wages
are to be used as the criteria for the evaluation of work they can be really
appropriate for one fleeting moment only in a particular location. This means that
all that job evaluation can do is Lo say that at a. given time the value of ceriain job
was so much when compared with the other jobs in that location.

Even while the work has been evaluated or while the evaluation is proceeding the
pressures wilt be applied and the wage and its worth will drift away {rom the
evaluated value. Some wages will drift more than others, but if we know what the
work is'worth, and compare with value with what we are compelled to pay,.we shall
have some measure of the direction and force of the pressure. .

5.6 ANOMALIES IN WAGES AND THEIR
*  SIGNIFICANCE

One of the common anomalies is apparent when a worker is paid a wage which is

not related to the work he does but is a carry over from some previous occupation
. or employment. While this may be a source of dissatisfaction and may appegr to be
anomalous, it is in fact only anomalous if transference ffom one job to another is
excluded from the criteria: For instance, the case of the old servant who is rejained
at a wage in excess of the value of the workshe does 15 not anomalous unless we
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expfessly exclude ‘length of service’ from the criteria. This goes to prove how
important it is that the criteria should be properly defined and understood lest every
difference should be thought to be, anomalous

et

5.7 THEORY OF RELATIVE VALUES

The concept of job evaluation is based on the thenry of relative values, a theory
which broadly implies that the value of anything depends on and is influenced by the
values of other things. Thus, the value of work is relative to the value of other work,
and so can be determined only by comparisons between different kinds of work. The
effect of this is seen when, il the wage for a job is raised, the value of the wage paid
to another job not <o treated is lowered. To restore the status quo ante it is
necessary to raise the wage of the second job proportionately.

Another part of this theory is that because of the internal and external economic
pressures, the wages thal are to be used as indicators for finding out what.work is
worth sfould not by themselves be anomalous, otherwise, the evaluation will be
allected by the anomalies themselves and so would become unreliable,

5.8 BASIC ASSUMPTIONS IN JOB EVALUATION

Job evaluation is based on certain basic postulates. It assumes that:

e the work must have some intrinsic worth when judged apainst certain criteria, but
that whatever this worth may be it will not necessarily be the same as the wage.
Implicit in this assumption is that these criteria can be identified, specified and
quantified. These criteria are in erms of the human characteristics or qualities
that are required to do the work satisfactorily. Further, these characteristics are
supposed o be in short supply in relation to the demand placed on them. The
usual characteristics or factors are skill, responsibility, physical effort, mental
elfort and working conditions. '

o it is logical to pay the most for jobs which conlribule most Lo altaining the
organizational objective(s).

¢ the enterprise poals are better served and furthered by installing and maintaining.a

job-cum-pay structure based on relative job worth,

s people “feel fair' if two men at the opposite ends of the conveyor belt (one putting
on the raw malterial and the other unloading the {inished article) get the same pay,
that is to say, if wapes are based on relative worth of job.

e therc is a broad, if not critical, consistency belween wage rate structure in-an
organisation evolved on the basis of job evaluation and that in the outer
community markel.

The ‘relative worth of jobs’ is not easy 1o gauger. By far, the most important clement
in job price is the content factor, The content factor consists of duties and
responsibilities of the post, the difficulty level(s) encountered by the incumbents,
demands that are made by the post on job holder in terms of mental, intellectual,
physical and environmental requirements {or the duc discharge of the duties attached
1o the post. These obviously are central points related to the post and, hence, are
basic Lo the determination of the base rate for the job.Pay or salary structure may
thus be seen to consist, in the main, of the {ollowing:

* the job rate which is rctatable to the importance of the job, the responsibilities
involved in it, skill levels and pattern of experience needed for adequate job
performance, and the menial and physical demands made on the job incumbent.

® special or persenal allowances connected with long service, skill scarcuy.
recompcnsc for personal or social inconvenience.

¢ fripge bcneﬁts holidays with pay, pensions, life insurance, car, etc.

e payments associated with reward according to performance (payment by result
scheme, merit rating or profit sharing schemes, share of production plan, etc.)




“hough the wage structure is contingent on the-functional inter-relations amongst Job Evaluation : Concepts,
hese components, without doubt it is the first one, the job base rate, that constitutes _Scope and Liptliations -
he cornerstone of a sound remuneration-system. In evaluating jobs, all the relevant

actors have indced to be taken intp account,and the otal job cost will evolve

hrough an interplay of all these factors :

» it is worthwhile finding out what work is worth and that the knowledge thus
acquired can be pul to some use. It can be argued that unless Lthere were some
tangible advantage 1o be gained from what is a fairly costly exercise it were better
left alone, bul it is one thing to derive a benefit of some activity or other and
another to demonstrate that benefit. It is almost impossible to evaluate job
evaluation itself in terms of what it costs and what it saves as it is often a last
resort in a crises of strained relationships the effects of which if allowed to
continue might be quite calamitous.

e job cvaluation also assumes that if the correct factors are chosen as the crileria
and if these factors are valued correctly in relation to each other and if the work
is properly assessed and evaluated in terms of these factors, then the job value so
determined should be proportionate to the current wage rates, anomalics
expected. This assumption is quite fundamenta! to the principle of job evaluation.

e the cconomic pressures affect the wages and they have to be altered accordingly.
The basic evaluations of the work are not aflccted by such pressures. Once the
differéntial has been determined between job and job. it remains unchanged as
long as the system itself endures. The evaluation depends upon the criteria and so
long as the criteria do not change, the evaluation should remain as it were.

Like-everything job evaluation decays. It might begin to decay even before it is
completed and can be kept in good order only by careful maintenance. But once a
system has begun to collapse the best mainienance possible will not restore it and it
will need to be replaced by another sysien.

5.9 TRIGGER POINTS

e The “Irigger points’ for initiating job evaluation exercises in an organisation are
basicalty two;

e disillusion with the existing remuneration patierns;

e realisation that prevalent salary structure will soon lose validity or situational
rationality in the context of emerging organisational developments or near {uture
conditions of growth or shrinkage.

New organisations starting operation in ‘green Neld' site may be mativated all the
same by a desire to experiment with a systematic and equitable payment system
which the employee will accept as fair and, thus, may ab initio adopt job evaluation
technique. Most crganisations, however, take a fresh look at their wage structurc
when

1) payof jobs of similar duties and responsibilities varies violently;
2) technology-change brings about variation in job nature, and difficalty levels;
3) the earlicr job relationships or pay relativities have been upset by

i) sectional bargaining powers of trade unions;

ii) ad hoc management reaction (o production problems, market pressurcs or
other expedient realities, making pay of one group out of wne with that of
other groups;

4) \oo many different rates [ead to inflexibility in the use of labour, and high
administrative costs or too few grades lead to a feeling of unfairness due to
absence of differentials;

5) organisations face difficulty in attracting potential recruits or retaining the
existing ones because of a feeling that the remuncration system is too complex,
inadequale ar unfair leading often to management-employee bickerings about
pay. In short, the need [or job evaluation arises because of technology ¢hange.,

plant and organisational growth. . 9

T

B Db s S




Jab Evnlu.nllon

' 5.10 ADVANTAGES OF JOB EVALUATION T

Wlhen such things happen, job evaluation cannot lag behind. Indeed, the values of
job evaluation techniques are even otherwise incontrovertible, The advantages

flowing fram it henefit all in the organisation—management, workers, trade unions
and cveryone:

Management " has the advantage of greater order in its pay arrangements-and
more slable wage structure, and bencfits from looking at its
pay problems in a more disciptined way;

Unions benefit from a greater sense of fairness and reasons in pay
malters. Unions can play a more important role in determining
the relation between different levels of pay and in the joint
regulation of work place conditions;

Employees benelit because job evaluation provides an-agreed framework
for settling questions affecting jobs and so helps to prevent
arbitrary decisions. It also helps to ensuré that differences in
skills and responsibilities are properly recognised and that
when people increase their skills or take on more
responsibilitics, they are rewarded suitably;

Everyone .benefits (rém a system which enables.the pay for new and

revised jobs to be settled in the same way as pay for existing
Jobs, because it helps to prevent anomalies.

As stated already, the importance of job evaluation lies in its logicality, factuality
and systematism in determining job-relativities. It deals with actual facts, and not
what is thought of {by.- management or employees) as facts regarding jobs; it centres
round commonality of previously determined criteria so as to enhance objectlivity
and consistency in factor analysis and value assessment; and it seeks (o avoid all ad
hocism. arbitrariness and expediency in dealing with pay matters, so that it not only
provides a disciplined framework for all the organisational pay decisians, but also
promotes positive acceptance of such decisions.

An additional rationale for reforming the payment systems through this technique

-stems from the important fact that managemcnl-employee relationships are improved

and strengthened increasing the appreciation of each side’s aspirations and -
viewpoints. When there is a pervasive goodwill in the organisation based on mutual
undcrslandmg of management-and-union-postures over the principal irritant, that is,
the pattern of payment and overall compensation struclure, the organisational goals
are more effectively realised, personnel growth and development stimulated, and
mutually profitable partnership programmes are also promoted. {t. thus, leads to
reduction of lost time, reduction in wage anomatics and a number of wage disputes,
reduced labour turnover and improved morale. Several other by-product benefits

also accrue from the data gathered (for job evaluation) through job descriptions,
namely,

* Manpower plarining, recruitment, promotion, training, development and other
management development programmes;

¢ Throwing light on organisation’s structural and procedural problems, work norms
and work simplification issues, elimination of duplication of functions, etc.; - °

e Development of more productive cost and budgetary control systems.

i

5.11 HISTORICAL DEVELOPMENT OF JOB
' EVALUATION

The first sign of analytical job evaluation appears in the work of American
Management Association (A MA) in 1920 under. the signature of Charles E.
Bedaux{Merriil R. Lott, after trying out a I3-factor scheme in a number of Metal.
Working Enterpriscs, published a substantial handbook in 1926 entitled “Wage
Scales and Job Evaluation™. F.A. Kingsbury had proposed a similar method earlier

e ek Ll § R




‘m 1923, At about the same time the classification Act-of 1923 enaclcd it the Unltcd

.'-States harmonised the wage structure in the federal servites by introducing a

hlassiﬁcauon method that had cons;derable influence for'many years.

AL Kress@cveloped job evaluatlon pIans for two. influential industrial organlsatlons

irf the United States, the National Electrical Manufacturcrs Association (NEMA) and

- the National Metal Trade Association (NMTA) based on the point-method. These .

plans were innovative in reducing a large number of [actors to 4 generic-factor of

“skill”, “effort™, “responsibility” and the “job conditions”, each with a weighting of
its own. These plans were found to be practical and were adopted by many other
sectors and enterprises. ’

Measures taken in the United States to regulate the economy during the Second
World War also encouraged wider adoplion of job evaluation. The 1942 Act on
‘Economic Stabilisation® {roze wages to prevent the leap-frogging caused by labour
shortages. The only exception to the [reeze approved by the Nalional War Labour
Board was a wage increase intendéd o rectify wage anomalies-shown by the
introduction of job evaluation method. Trade Unions had previously shown little
enthusiasm for the job evaluation but it was now in their interest as well as that of

‘the employers to adopt it. As a result, job evaluation plans quickly spread

throughout the economy in United States.

The Federal position classification plan originated with Classﬂ'lcauon Act of 1923,
That Act was amended several times and replaced by the Classification Act of 1949,
The 1949 Act has alse been amended and otherwise interpreted and supplemented,
but it remains the principal legal authority for classifying positions within the
Federal Government,

In Europe, despite a few isolated previous experiments, notably in the Federal
Republic of Germany and the United Kingdom the development of Job Evaluation
in Industry dates essentially from just after the Second World War when, to rebuild
their national economies, many countries introduced and promoted job evaluation in
order to rationalise the wage Structure and thereby improve productivity. In the
Nethertands, a large scale programme for the reconstruction of the national economy
fed to a wage freeze allowing increases in wages only when justified by job
evaluation. In other European couniries many enterprises introduced job evaluation
at about the same time. For example, in France, a large enterprise in the powet
sector adopted a point-rating scheme of job evaluation in 1948. In the United -
Kingdom, some of the first attempts (0 apply industry-wide job evaluation were in
1952 in the Jute Industry and in 1955 in the Coal mining industry.

In the planned economy countries of eastern Europe, the importance of job evaluation
grew substantially during the 1950s and carly 1960s when unified national wage scales
were implemented as an csscntial element of the centralised system of wage regulation.

As of today, job cvaluation as a management technique is firmly rooted in the
United States, Europe and United Kingdom. As far as India is concerned, many
organisations suffer from inexplicable pay differentials, indefensible irrationalities
and even vulnerable malbalancing in matters of salary administration. They do not
go in for systematic and scientific job cvaluation methods. In the Civil Services
which are cadre based, the remuneration pattern of different classes of employees
within the civil cadres is the result of historical evolution and it does not take into
account the phenomenal changes which have taken place particularly alter
Independence. This is in spite of the (act that the philosophy of job evaluation i.e.
“equal pay [or equal work™ 15 enshrined in our constitution. Fundamental Rights,
under Articles 14 and 16, guarantee the right to equality before law and equality of
opportunity in public employment while directive principles under Article 13, enjoin
on the State to direct its policy towards securing ‘equal pay for equal work’ for both
men and women. However, the present stalc of apathy towards job evaluation
should not be allowed to last any longer in the interest of equity, industrial peace
and improved productivity. The Supreme Court of India has already given a lead.
The Supreme Court, in its judgement delivered on 24-2-1982 (Bench consisted of”
Justice Chennappa Reddy, Justice A.P. Sen, and Justice Baharul Islam) allowed a
writ petition [iled by a driver-constable of Dethi Police. The Court ruled that the '
principle of “equal pay for equal work™ is deducible from constitutional provisions
and may be applied to cases of unequal scales of pay, based on ‘no classification’ or

~ Job Evalnation : Concep;s: -

Scope and Limltations
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irrational classification, though doing identical work under the same employer.
One hoped that following the Supreme Court ruling, job evaluation would become

-. an essential feature of salary administration and job compensation schemes in the

Govt. departments, public sector enterprises as also private sector establishments.
However, the legitimate expectations have been belied. The principal reasons for this
sandrum could be listed as under;

a) “Equal pay for equal work™ does not scem as yet to constitute an article of faith
with the decision-making authorities. There, indeed, have 1o be some who are
more than ecquals.

b} Salary administration itsell in this country does not appear to have come of age.
Rationality and systematism arc not necessarily virtues in organisations whose
professional growth or funclioning is only of a very recent vintage.

c) There are ample extrancous consideralions, not many ol them grounded in
justifiable propositions, which colour the pay decisions resuiting in needless
indefensible pay differentials.

d) The trade unions are busy in fighting for privileges but not for overall
organisational advancement based on sound and scientific salary administration.

e) The civil services are structured on cadre system where there is a conglomeration
of posts having a hicrarchy ol dutics and responsibilities.

f} There is no position-classification system requiring a clear and definitive
carrelation between job duties/incumbent qualifications and remunceration,

g) There is the existence of what Fred Riggs described as “formalism™ i.c. a pap
between preaching modern management technigues (including job cvaluation) and
their practice.

h} There is a conceptual autolimitation in that it is crroncously assumed that job
cvaluation is a technigue which can be applied only to standardised. repetitive
kinds ol jobs where the output can be quantified and hence, advice, policy and
highly professionalised types of jobs are automatically excluded from job
cvaiuation purview.

5.12 AREAS OF APPLICATION

It is now an cstablished [act ail over the world that job evaluation can be used to
develap pay structures for hourly or weekly paid clerical employees as much as for
managers, exccutives, technicians and professionals. In this context, a question ariscs
as to why in India, we arc shying away from going in for such a scientific technique.
Job evaluation as technigue flounders in this country because, among other, therc is
no proper cultural preparation and back-up commitment. We have a job structure in
which the evaluation of a job is not with reference o inter-job values and worth but
with reference to rough and rcady method of spolting ncbulously determined duties
and responsibilities, Posts are included in the cadre-clusters not through

systematically devised technique but on recognition of broad, almost loose. idenuty
of fTunctions. '

5.13 EVALUATORY PHASES

For a successful installation of a job cvaluation system in any organisation, it is
essential to follow a systematic phase-wise (ramework which 15 as under:

Phase 1: Preparatory

a) Preparatory work concerncu with policy, programme, planning and
communications:

hy Selection of the job evaluation method most appropriate Lo the circumsiances of
- - . . A . . - N
an organisation and tularing il o fit the requirements ol that organisation;

c) Fstablishment ol the necessary procedures and training of thase applying the
swwheme.
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" 'Phase II: Analysis and Assessment ' ) Job Evaluation : Concepts,

a) Indication to the employees concerned what the objective of the job evaluation
exercise are and how the exercise 'will be carried out;

b) Description analysm and evaluation of jobs to define jOb relationships.

Phase 111: Building and Pricing the Structure

a)} Positioning of jobs into a number of grades; :

b} Financial evaluation of grades.

Phase 1V: Negotiation, Implementation and Control

a} Where applicable, negotiation of the new pay structure;

b) Impiementation of the new pay structure, perhaps on phased basis ;

¢} Establishment of procedures to cvaluate new and revised jobs and for
maintenance of the system.

5.14 HUMAN, TECHNICAL AND ECONOMIC.
PROBLEMS

At the inception of a job evalualion application, many problems will ariss—human,
technical and economic. Expericnce shows that most of the human problems are
based on or stem from the economic and technical ones. If people are ignorant as (o
what job cvaluation holds for the it must be because the technique of
communication has failed. Il as a result of the application pcople are worse off than
they expected 1o be, or not so well off as they hoped 1o be, something could not
have been made clear in' the [irst place, Nevertheless, there are bound te be some
human problems which are not entirely technical in their origin. A lot of the
problems will depend on the history of labour relationships in the establishment, so
that difficulties encountered in one organisation will not necessarily be found in
another.

Sometimes job evaluation forms parl ol a productivity deal, though it is hard 1o sce
just what the two things have in common. There are many instances where workers

have literally been bribed to accept job evaluation in rcturn [or an increase in wages.
This is typical of the confusion that exists between wages and values.

Another important problem conironts the workers who cannot resolve whether to
cooperate in an application or not, Quite understandably they feel that once they
accept the idea they will ind themselves constrained by the system. unable 1o arguc
objectively against ‘the book’. What is cssential here is that everyone should regard
the evaluation simply as a basis {or ncgotiation rather than the actual wage.

The technical problems will mainky concern the management, althouph of course il
workers' representatives are to be included they toe will need to understand the
technigue that is Lo be used. Such guestions as: which is the best system?; who is
going 1o install it?; who is going to operate it?, do we have employee participation
and if so how do we go about it?; when shall we start and how long will it take?;
what problem are we likely to find in running and maintaining the scheme?; will all
require (o be resolved. The sooner they are answered the better, and certainly before
the concern becomes too much involved. Not least of the technical problems will be
to design the system so that it fits the complex shape of the organisation in which it
1s to be used. Seldom is it possible to (ind a readymade system which does not
require some moulding and reshaping if it is to work satisfactorily. Tailoring a
particular system 1o suit individuat circumstances is often the most difficult part of
the introduction.

The economic problems will be of concern to all, though for different reasons. -
Management will be anxious about the cost of the application (for obviously the
amount of work involved is quite considerable) and about the proceeds, tangible and .
imtangible, that are likely to accrue. Apart from the cost of introducing and running
the scheme there may be wage adjustments, based on the evaluation, which'can be
quite expensive. These costs can be measured, but if the results are so intangible that

_Scope and Limitations
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thcy cannof be seen let alone ‘quantified, management may weil be reluctant to spcnd

" the money. Perhaps, they may feel that as far as the value of work is concerned

_guesswork has been good enough in the past, and that it wﬂl continue to be good
‘enough in the [uture,

So far as the workers are concerned they will want to know what happens to the
jobs that are underpaid compared to their evaleation. If their rales are raised then
the others will by comparison be automatically lowered. Will job evaluations cause
redundancy? It is difficult to see why it should, yet it would be extremely foolish to

guarantee that it will not (or indeed that the use of any management techmque will
not).

5.15 SUMM +RY

Job evaluation is a techniqug which aims at establishing fair and equitable pay
structures in an organisation. It sceks to achieve this objective by bringing out the
relative worth of jobs in terms of their complexity, skill requirement and working
environments. It benefits all the arms of the organisation — management, workers
and trade unions. The data generated by job evaluation aids manpower planning,
recruitment. promotion, training and other management development prograimmes,
It also aids analysis of the organisation structures and the work systems/ procedures
and contribute towards improving the productivity of the organisation. .
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UNIT 6 JOB ANALYSIS AND JOB o
DESCRIPTION o S

Objectives

After going through this unit, you should be able to :
¢ definc the concepts of job analysis and job deseription
s 1dentify the process of job analysis;

* identily the structure and uses of job description.

Structure

6.1 lntroduction

6.2 Delinition of Job Analysis and Related Terms

6.3 Uses of Job Analysis

6.4 Lmk.l;,l. ol Job Description and Job Spccnﬁcauonr»; with Job Analysis
6.5 Job Requirements versus Personal Qualitics of Job Holder

6.6 lob kdentification

6.7  Inlormation Collection Methods

6.8+ Design ol Job Analysis Questionnaire
6.9 Design of Job Description

6.10 Uses of a JTob Description

6.11 Summary

6,12 IFurther Readings

6.1 INTRODUCTION

Ve presume that you are doing this course to acquirg or-enhance your knowiedge
ahout the modern management concepts and techniques. This understanding should,
undoubtedly improve your-skills as a manager, cspecially as a manager of men. You
will also appreciate that an effective manager is one who is able to handle his people’
eflicicntly. In order to be n good manager of men, it will also be imperative for you
to have an adequate understanding of the jobs-assipned te them as also the relative

job dilferentials in terms of their level ol' difftculty, responsibility, knowledge and
skill,

6.2 DEFINITION OF JOB ANALYSIS AND
RELATED TERMS

T hcrc exists a wide range of job evaluation methods. The choice of an evaluation
mecthod is dependent on the number and kind of jobs to be evaluated, the cost of the
operation, available resources, the dcgn:c ol precision required and the organisations’
environments—both internal and external, However, whatever be the chosen methad,
systemaltic gathering and analysis of information about jobs is a prerequisite. The job
analysis process involves gathering of such mformal:on as:

a) What the worker does?

b) How the worker doces it?

¢} Why the worker does it?

d} The materials. equipment, tools and procedures used in the conduct of the work;
¢} The physical aetivitics involved in the performance of the work;

) The conditions under which the work is perfermed;

g) Typical wock incidents and’ work patlerns.

Each of thesc pieces of information is essential; it is not sufficient to merely list a
serics of tasks or duties, because cach piece of information is used in determining the
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leve! of work and responsibility al:ldvthclknowlcdgc. skill and ébilil-ie.s needed to
perform thém to an acceptable level of proficieney. :

The process of assembling and-recording information on such essential characteristics
of jobs is known as job analysis. In other words, jobs are subjected to analysis to

find out precisely what the duties, responsibilities, working environment and other
requirements of a job are and to present these in a clear, concise and systematic way.”
Job analysis should be undertaken by trained job analysts working in closc
collaboration with managers and job holders. ‘ \

Before procecding further, certain terms used in job analysis and rclated stages in the
job evatuation process need to be clarified. ’

Element - the smallest unit into which work can be divided.

Task a distinct identifiable work activity which comprises a logical and
necessary step in the performance of 2 job.

Duty : a significant segment of the work performed in a job, usually
comprising several tasks. '

Post (or) - one or more dutics which require the services or activitics of

position onc worker for their performance; there are as many posts as
there are workers and vacancics in an organisation.

Job :a group of posts that are identical or involve substantially similar
tasks.

Occupation : a group of jobs similar in terms of the knowledge. skills,
abilities, training and work experience required by workers far
their successful performance.

As its name suggests, job analysis involves a systematic examination of jobs in order
1o uncover the natuee of the tasks performed. the working conditiens under wuch
they are carricd out, the responsibilitics entailed and the skill required.

6.3 USES OF JOB ANALYSIS |

Apart from job cvaluation, the information gathered through job analvsis may be
used for a wide range of personnel and general managemens decisions. such as the
recruitment, selection, promotion and transfer of swafl, pertormance review and
appraisat, manpower planning, the design of training programmes and organiationil
analysis. 1t is indeed an essential pact of any modern persannel management systens.
The kind of information gathered through job analvsis vares considerably.
depending on the specific uses to be made wf il. Accordin
programmes are usually tailor-made for the purposes in view. I practice. howeser.
their main use 1§ most often job evaluation.

oiv,_joh aneiviis

~

6.4 LINKAGE OF JOB DESCRIPTION AND JOR
SPECIFICATIONS WITH JOB ANALYSIS

Job descriptions summarise the essential informalion gathered through job anatysis.
They describe the main tasks and responsibilitics ol the joo clearly and concisely in
arder to facilitate ihe systematic comparison of jobs for evaluation purposes. The
kinds of information and amount of detarl contained n the job descriptions depend
on the job evalualion plan to be used. However, in all cases they must be
standardised and usc a uniform phrascology. I’ job characieristics are et out
differently from onc job to another, systematic comparisons are likely to be
hampered and one of the main advantages of jab evaluaton will be lost right from
the beginning.

Refore we exanine in detail the twp corneistanes of job cvaluation, i/ jub amaivs
and job descriptions. we should mention a complementary means ol descithing pabs,
namely by job specifications. These usually tnvolve a listit. of the personal
qualifications regarded as nccessary for saustactory performance. Joh specilicate
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are mainly used in selecting and recruiting staff-and are accordingly notl essential 10 ) Job Analysis and Job

job evaluations.” But certain personal attributes, such as experience, education and Descripilomr

_ aptitude, may occur in bath the job description and the job specification. Many job
evaluation plans atcordingly use job specifications to complement iob descriptions.

6.5 JOB REQUIREMENTS VERSUS PERSONATL
"QUALITIES OF JOB HOLDER '

[t needs 1o be kept constantly in mind that job analysis sccks to determine job
requirements as opposed to the personal skills of the incumbent. Of course, job
content and job holder’s aptitudes often tend to influence cach other. Generally
speaking, independent work encourages personal influence on job conitent; team
wark or work entailing the use of claborate equipment reduces it. I is, "however, very
rare for job content to be so rigidly fixed that it leaves ne room for any personal

. inftuence by the job holder. Conversely, a job is rarely so cxlenswely affected by the -
hoider that it is impossible to arrive at any idea of its content without considering
his or her personal attributes. The job of a production manager, for example, has
certain basic requirements, which are definable quite irrespective of the qualities of
the incumbent, It is these basic requirements that are the focus of job analysis.

A job holgder can be thought of as bringing to his work knowledge, physical and
mental abilitics, and other personal attributes, such as tact, initiative and assiduity,
which he is calicd upon to use as his work may demand. But irrespective of
individual differences related to innate ability, motivation, level of education. age -
and character, the nature of his job makes cerlam demands on him. Since job
analysis {ocuses on the job and its requlrcmcnts those persanal qualitics and
characteristics of the incumbent not directly required by the job have to be
disregarded. This procedure of “distilling™ frome the activities involived in the job
those qualifications deemed necessary and sufficient for the job, and a simultancous
systematic abstraction of the incumbent {from the job, is essential to job analysis.

Job evaluation decisipns are based on the duties, responsibilities and important
requirements of the job or post, when compared to a set of standards; they are not
based on considcrations of the personal qualities or the efficiency of the incumbent;
such as a lunction of the performance appraisal system. Nor are they based: on
workload or work cutput; these are the function of the work study process which is
used to determine (M number of posts required to undertake a given amount of
work. It is very impcrtant that these various processes be recognised as separate and
distinct, the one from \he other, aithough of course they are interrclated in a broader
context, Vacant jobs and posts can ! ¢ cvaluated just as readily as occupied ones,
provided the requisite inform=tion i .vailable.

6.6 JOB IDENTIFICATION

The {irst stage in the process of job analysis is job identification. Towards that end,
the job analyst is required to gather and study general information on the
organisation which includes organisation chart, a statement of principal objectives of
the organjsation, functions performed in pursuance of the accepted objectives,
distribution of work amongst different functionaries and their interrclationships, a
process chart of the production processes of the organisation ete., etc.

Having identified the job, the job analyst is required to study and note down the
essentials ‘of each’ job. To ensure systematic collection of information of all jobs,a
standard job analysis form containing carefully chosen queéstions has to be prepared.

6.7 INFORMATION COLLECTION METHODS

There are three main methods to gather and venfy information needed lor each job;
namely (i} questionnaire to be filled-in by the operative and his immediate
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’ supcrwsor, (ii) an interview with the workers and his supemsors and |u) direct
.observations at the work place, The job analyst could use one of these methods or a

" The relative advantages and disadvantages of these three methods are dlscusscd

" points, questionnaire suited to all jobs is not easily drawn up and may be unduly

combination of more than one of these methods depending on the work snuauon

Bclow:

i) The qtlesuunnatre

The use of a questionnaire has a number of advantages. First of all, it is the mosl
cost-effective method, since it can eticit mformaucm from a widec number of workers
and their immediate superiors in a relatively short period of time. The main task of
the analyst becomes one of planping the questionnaire well and checking the
responses provided. Sccondly, workers take an active part in completing the
questionnaire, providing intimate detailed knowledge of their jobs which is not
available elsewhere. Thirdly, the questionnaire has to be structured in advance, and
this facilitates the processing of the results, In some cases, once the responses to the
questionnaire have been verified. they can conveniently be used with little further
processing to prepare a job description.

T T

The questionnaire methad does, however, have disadvantages—some of them serious.
To start with, the pcople required to complete it must have a certain level of .
education; and even then, questions may be interpreted in different ways so that the
answers may be beside the point, Furthermore, not everyone is able 1o describe fully
and exactly the task that constitute their job. One may, for example, over~emphasise r
some (eatures of it and completely ignore others even when they are important.
There is less risk of this with a detailed questionnaire that includes a checklist of

long.

In practice. while a well structured questionnaire can get essential information ”
quickly, it is virtually impossible 1o get complete comparable information solely by

questionnaire. and this method is generally used in combination with interviews and :
direct observation, : gl

T

if) Interview

In practice. au interview is atmost always necessary in order to obtain precise,
complete and comparable information. The interview conducted by the analyst is an
cffective way of checking on the information already available on job. The analyst
asks the job holders questions on the duties and main tasks of their job. generally
working from a previously prepared list ol questions as with a questionnaire. After
the interview, the analyst draws up a repori which is shown to the job holder and his
immediate superior for their approval. The analyst usually dralts the report in the
form of a job description. which effectively speeds up the preparatory work of job

_evaluation.

Interviews are time consuming. At least an hour or two may be necessary. for each

case, plus the time spent by (ke analyst in drawing up his report and by the job -
holder and his immediate superior in checking it. In a large enferprise a team of
analysts would be necessary..

The main difficulty of the interview lics in finding high quality analysts who can win
the job holder’s confidence. As has been noted, “too many imagine intervicwing to
be relatively simple whereas nothing could be farther [rom the truth.™ Obtaining
information from a job holder about his job is dillicutt.

Many workers show a natural distrust of the analyst who comes 1o examine their
work, whilst others will give a lot of information, much of it uscless. Tt is accordingly

cssential to have a well trained and experienced wam of analysts il theinterview is to
be the only method used.

iii) Observation

Repetitive work is the mosi suitable for direct observation of what the job holder
actually does. Direct observation by the analyst can clear up points left unclear by
the intervicw or questionnaire and give him an idea ol the personal qualifications
required: but the sight of an analyst in the work place may well causc some stress,
and workers may dislike being observed. Observatian is almost useless where the job
calls for considerable personal judgement or intellectual ability, as in managerial or




_':;d_minislrative‘jobs; it cannot possibly comprehend all the tasks in a work cycle that ~ Job Analysis and Job

-covers a week or month or-that entails changes of tasks only at long intervals. : Description

Consequently, observation alone is unlikely to élicit all the necessary information
and should be used to complement other methods rather than take their place.” —

-In practice, of course, a combination of all three methods is very often used; basic
information obtained by questionnaire is checked and supplemented by interview
‘and/or observation. The important thing-is to adapt the methods to the
characteristics of the jobs and the enterprise, as well as those of the job evaluation
plan, and to keep the information collection process within reasonable cost in 1erms
of time and money.- .

6.8 DESIGN OF JOB ANALYSIS QUESTIONNAIRE

[t is difficult to design an omnibus format for job analysis questionnaire. Diflerent
formats may have to be used depending on the types of jobs to be evaluated and the
job evaluation plans/methods to be used.

At the manual or unskilled worker’s level, the job analysis consists of a simple
description of actions taken in order to complete the job. In this case, a plain
narrative statement would scrve the purpose of job analysis. But, as one moves up in
the hierarchy of the organisation, the complexity of the job increases, and it ceases
t0 be sclf-explanatory. The role of the clerk, for example, his place in the
organisation and the implications of his work and its effects on others, both
alongside, above and below his are not self-evident. All this requires to be clearly put
down. Al a higher or managerial level, the issucs become more complex and hence
the need for job analysis is deflinitely greater.

A second and perhaps more complex aspect of this task is to decide the types of
information to be gathered. As traditionally practised, job analysis has focused on
the {formal, the rational and the prescribed behaviours and outcomes. However, it is
widely known that formal arrangements arc only one aspect of the organisational
realities. Ones’ own experience as a manager would corroborate the fact that work
gets done through a dynamic process of interaction between formal and informal
behaviours, customs, norms and practices. Moreover, the actual results oblained may
not always conform 1o official plans and expeetations. Thus, for example, it is
customary in many organisations for scerctaries (o serve coffee. This practice is an
expectation which may not be mentioned in the [ormal list of duties. Workers very
often develop personalised ways ol operating machines. Official rules are sometimes
ignored, thus changing the “rcal™ job.

A typical job questionnaire used by the staff inspeciors of the UK Civil Service is as
follows:

Job Analysis Questionnaire

Name : _ Ministry @
_Grade : . Division :

.lob. Titile : : Address

Length of time in job : Telephone No. :

1) -Position ifi the organisation

Please draw a diagram' to show the position of your job.in the organisation. This
should show the grades immediately ahove you and all the staff [er whom you have .
managerial responsibility.




Job Evaluatlor 2) Reason for the job and formal objectives
Please state bricfly the main reasons for your job-and técord any lormal

" - aims/obiectives you are required Lo achieve.

3) Main job aclivities
Please list your m...n job activities within cach ol your areas of responsibility. Place
them in descending order of importance as far as possible and estimate the average

percentage of total time that you spend on cach,

4) Problem solving responsibility

Please describe the main probiem solving demands of your job, In your account
differentiate between the types of problem which fall to you. As far as possible
indicate the novelty, diversity and complexity of the subject -matter, Describe any
guidance available to you. Also mention the extent 10 which past cxpericnce is of
value in reaching solutions. The cxtent to which the soiuton of your own problems
involves recognising and accommodating interests outside your immediate arca of

responsibility should be recorded,

%) Decision making responsibility

Please describe the sort of decisions you take in the course of your job. Explain the
nature and extent of any limitations on your [reedom of action to whe decisions.
Also cxplain how your decisions iavolve the commitment of tesoutees for which vou
are dirsetly accountable, and give an indicatior: of costs involved.

¢) Countributions
Deseribe any decisions to which you centribute and give an aceaunt of vour

nfluence.

20
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N Responsibility for staff management
i) Please record below details of all the staff for whom you have clear management

responsibibity. . : -

' Grade Job Title (if any)  Number

ii} If you are required to exercise some [orm of control over personnel other than
those for whom you are clearly accountable, please give details,

Grade Job Title No. of Nature and Professions
Stafl extent of Involved

Control

) Responsibility [or representing your organisation
Please-deseribe the circumstances in which you are required Lo represent your own
organisation aL meetings of discussions inside or outside the depariment.

Please stale:

a) the frequency of contacts (e.2. monthly/ weekly; daily)

b) their purpese, and the kvels at which contact 15 made

¢) the orpganisation involved,
professional or public institutions,
e,

¢y the extent to which your contact invelves the commitment of departmental

resources ur pulicies.

9) Knowledge, skills, and experience _

Please state.below any form ol yualifications. skilfs, techniques and experience that
vou consider o he essential to do your job effectively. Please note that it is not the

intention that vou should list vour own personal qualilications.

e.p. internal depariment, other ministrics, trade unmons,
industry or commerce, membdrs of the public

Job Analysis and Job
Description
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10) Addltlonnl information
Il you consider that there is information concerning your job whlch has not been

!

adcquatcly covered under the headings above, but which you believe are lmponanl

to give a complete piciure of your job, please give details below.

11) Signature of job holder
Date

6.9 DESIGN OF JOB DESCRIPTION

A primary output or result of job analysis is a job description. Information obtained
by job analysis is shifted and recorded concisely, clearly and fully in the job -
description. The job description must assemble ail the important elements ol a job,
such as essential tasks, responsibilitics, qualifications required and the functional
relation of the job to other joos.

There is no universally accepted standard format for job descriptions for the reason
that the form and structure of the job descriptions must depend on the kind of work
being analysed and the job evaluation plan being used. For example, if the job-.
evaluation plan comprises factors such as physical and intellectual effort, knowledpe,
skills, responsibilities and working conditions, it follows that job description should
be structured to reflect these factors so as to lacilitate factor by factor comparison

and evaluation of jobs. With non-analytical methods, job descriptions may be more ~

flexible and simpler but must specify the title ol the job and its position in the
organisation, summarise the tasks performed and list the skills and abilities required.

It will be helpful to follow the following guidelines while writing a job description:
1) Always be accurate about what is expressed.
2) Omil expressions which are attributes — such as uninteresting, distasteful, ete.

3) Personal pronouns should be avoided — il it is necessary to rt.fcr 10 the
worker, the word ‘operalor” may be used.

4) Do not describe anly one phase of the job and give the impression that all
phases are covered.

5) Generalised or ambiguous expréssions, such ‘as ‘preparce’, ‘assist”, *handle’ etc.
should be omitted urless supported by data that will clarify them.

6) All statements should be clearty and simply set down — promiscuous use of -
" adjectives only reflect one’s own opinion.

7) Describe the job as is being done, by the mzjority of workers holding the
designaltion.

8) Write in simple language — explain unusual technical terms.

%) Description of a job which is part of team-wark, shoul& cstablish the team

relationship,
L}

10) ‘The length of description is immaterial; it is not .cxpected even with printed-
- forms that all job descriptions should be of equal length but write concisely.

3




11) When the job analyst finds that the data he hasto work with is insufficient, he Job Apalysis and Job-
" should stop until sufficient data is available, C T Description

' 12) Put the date of completion of each description and revise it as often as changes

in jobs ald occupation require. ™"
13) Job description should have the concurrence of the concerned supervisor.,

14) Description should contain the initials of the persons who compile them.

Specimen job descriptions
Two specimen job descriptions — one each in a non-analytical evaluation scheme
and in an analytical evaluation scheme — are reproduced below:

Job description (in 2 non-analytical evaluation scheme)
Sub-group : SECRETARY Bench-mark
Position No.: 16

Descriptive title ; SECRETARY TO
DIVISION CHIEF

Summary

Under the direction of the chiefl of the division, maintains a recard of incoming and
oulgoing correspondence; receives, screens and routes incoming mail to officers of
the division; composes and types routine correspondence and reports; takes dictation
and transcribes from notes, or transcribes from voice recordings: receives, checks,
records and files copics of all correspondence and reports originating in the division;
searches files and other documents for information: receives and screens visitors;
answers telephone inquiries and places calls: makes transportation and
accommodation arrangemenis; maintains files, records and other reference matenials,
and performs related clerical duties.

Dutics Per cent
of time -

#  Receives and sereens maul, maintains records ol inconung aad sutgoing carrespondence.
reports and dircctises, and of imparGinl events accurnng and decisons made in the
division: routes maticrs abviously not requiriag the division chicl ™ attention to
appropriate officers. 0

o Composes and types roulne correspondence and repaorts, . 10
s Yakes diclation and transeribes from notes or treaseribes mfornabon from voige

recordings. ¥
& Searches files and ather Jocuments and selects imformatinn {or use by the chief of the

division in aoswening carrespondence and wlephone inguires 1]

*  Receives and sereens visimory, answers genersd whephone mguines, supplying (2wl
infarmation; places twelephune calls: schedules appointments 15

& Makes troved and accommuodation rescrvahions: completes travel claims from hundwritten
nates or diciation: maintains aling system, records and other relerence materials, and
performs pther clenval dunes relaed to the opzitian of the oihce. 15

Distinguishing (catures )

The work requires the ability 10 operate a (ypewriter, compose correspondence, take
and transeribe dictation or transcribe from voice recurding machines, A knowledge
of the aperations and personnel of the division and its relationship to other
organisational units is necessary. Initiative and judgement are used when compbsing

‘correspondence and searching lles und ducuments (or information and in controlling

lelephane and ather communications,

Basic requirements

®  Studics ¢  Class 10 or a satisfuctary grade in the cxaminauon.

* Linguistie reguurements *  Knowledge of English is essential for this posiion.

¢ Compelence and apitude * The nceessary competence 1o type at the minimum speed of
A0 words per minute, the rate of grrors should nat exceed §
nrer cent.

®  Expericnce ®  Fxperience in secrelanal work. . 71
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Dealrable requirements
* Knowledge

®  Abilities

®»  Personal qualities

Knowledge of office methods and procedures,

Ability to sereen end.to distribute incoming mail.
Ability to maintain files and registers.

Ability to draft routine correspondence and reports.
Tacy, initiative and judgement.

Tidy appearance,

L . "
Souree: Treasury Board, Public Service (Canada); Classification and selection standard: secretarial,
stenographic, lyping group administrative support category (Ottawa, 1974).

An analytical evaluation plan generally calls for a rather different structure, an
example of which is provided below:

Job description (it an analytical evaluation scheme)

Job title: Methods Engineer

Job summary

Education

Training and expericnce

‘Accountability for resources

Planning requirements

“Accountability for reports and
records ’

Contact and cooperation

Supervision of others

Working condilions

— To conduct the necessary investigation in order to
recommend the purchase and commissioning of new plant-
and manulacturing techniques, these recommendations
normally being accepled, and 1o be respansible for the
intreduction of new processes which i increase the efficiency of
production units and cconormc viabitity of individual
producis.

— Two 1o three CSEs would normally be required enabling the
job holder 10 serve an apprenticeship leading ta l'urthcr
education on ONC level.

— On completion of apprenticeship, four yrars Job-rtlalcd
experience is normally required.

— A poor decision based on the n:cammcndation of the job-
holder is likely to involve the company in loss. The effect is
likely to be major as frequently the plant involved is
specialised and olten the only facility of its kind in the
company.

— The job-holder works to specified objectives and tha
achievernent checked by cost savings each quarter. The
forward planning on the introduction ol new 1echnigues is
approximately one year. The job-holder is responsible to the
Chicf Methods Engincer and is anly expected 1o refer
exceplional operating problems 1o him,

— The job-holder 1s responsible for originating reports which
must be accurate in order to avoid costly mistakes, This
requires the ability to be analytical, literate and creative at a
high level. The concentration required is nocmally high and
the work is extremely varied. The effect of ¢rrors would be
scrious as the job-holder is responsible for maintaining the
campany data book and plant list. (The company data book,
plant lists and company policy statements arc all confidential
and are handled regularly.)

— Contacts within the company require the good handling of
associates in order to sccure the coordinatian of effort
between a number of depeniments. Quiside the company,
contacts arc mainly te¢ discuss requirements with suppliers.
These require a high degree of tact and diplomacy.

— The job-holder is responsible for the distribution of work and
the discipline ol apprentices assigned to him during training,
The job-holder is also responsible for the supervision of sub-
contract erection and commissioning engineers. The job-
holder is responsible for operator tmining until new plant is

. “handed over™,

— The job-holder works for 50 per cent of his time in normal
officc conditions arid 50 per cent in variows parts of the
o faciory,

Source: Edwards and Paul. op. cit,
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Description

6.10 USES OF A JOB DESCRIPTION - o Analysls dnd Job

Aﬁai—_t from being a ba?i‘ﬁbrj-éb'eval'ualion, the job descriptions cawrbe put to many uses,
These are as under: '

a) Supervisor — Employee Communication

The information contained in the Job Description outlines the work which the

incumbent is expected to perform: Hence it is an extremely uselul document for both
the supervisor and the subordinate {or purposes of communication.

Furthermore, it helps employees to understand just what work their assaciates are
expected to perform, thus, facilitating integration of efforts at the worksite by the
cmployees themselves,

b)Y Recruitment, Selection, Promotion, Transfer

Information pertaining to the knowledge, skills and abilitics required 1o perform the
work 1o an acceplable standard, can be used as a scund basis on which to base
stan@ards are proccdures [or recruitment. selection, promotion and transfer.

¢} Work Performance Appraiszl .
To be sound and objective, a performance appraisul system must be rooted in the
work performed by the employees; such work is indicated by the duties in the job
deseription. In such an approach, using each duty as the hasis for discussion, the
cmployee and the supervisor agree on work performance gaals for the period 10 be
covered by the subsequent evaluation report: they also apree on the criteria to be
used 1o determine the extent to which the goals have been attained. The reports
resulting from this methodalogy minimize subjectivity by focussing atiention on the
job, as distinet from the persanality traits, habits or practices of the employee, As a
consequence, the results are more lactual; valid and defensible than is the case in
other types of systems, :

d) Menpower Planning, Training and Development

These three processes are clasehy interrelated. The job deseription showing, in specific
terms, the knowledge, skill and ability requirements lor effective perfocmance of the
detes, 15 a sound and rational basis for einch ol these processes. Anidvsis of various
types of jobs at progressively more sentor levels will indicate lagical sources ol

supply for more senior posts, as part of nunpower planoing: it witl also indicate the
gap (0 be bridged in terms of knowjedge, skill and ability. thus providing a sound
basis (or prepanng job-related tramning and development prograsmes,

¢) lndustrial Relafions

Freguently issues arise in the industoial relations feld which e then origin in the

work to be undernaken, In these instances (he jab descripiion may be used to form a
(actual basis for discussion and problem resalutian,

N Urpanisation and Procedure Anzlysis .
The dunes and tesponsibilities outhned o the job desenpnon may be vsed 1o great
advantage by management i anzlysing orgamsation and procedures. hecause they
revesl how the wark is orpanised, haw the procedures aperate and how authornty
and responsiniity are appartioned.

6.11 SUMMARY

Jobs are subjected to analysis 1o Bad oul precisely what the duies, responsibilities,
warking environment and other requirements ol o job are and to present these ina
clenr, conese and sysiemute way. The wlonnation pathered thicegh 1ab analysis can
be uscd lTor 3 wide range of pessonnel and peoeral management decisions, Jab
aralysis s aise o prereguisite o preparing job deseriptions, L fact, job deseriptions
sumnuitise the essental wformitan gathered through job anslsas

611 FURTHER READINGS
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UNIT 7 JOB EVALUATION METHODS

Objectives

Aflter going through this unit, you should be able to:
* identify and develop an understanding of the methods of job evaluation;
® identify the steps involved in the application of various methods;

® appreciate the relative advantages and disadvantages of various job evaluation
" methods,

* appreciate the recent developments in job evaluation.

Structure

7.1 Introduction

1.2 Job Evaluation Methods

7.3 Job Ranking

7.4 Job Classification or Grade Description
7.5 Poipt Rating

7.6 The Factor Comparison Method

7.7 Recent Developments in Job Evaluation
7.8 Summary

1.9  Further Readings

7.1 INTRODUCTION

inequitable salary relationships affect adversely employee molivation and morale
with severe loss to the organisation’s economy and effectivencss of operations. The
general principle underlying job evaluation aiming at “equal pay [or substantially
equal work™ and its corollary of variation in rates of base pay in proportion to
substantial differcnces in the difftculty, responsibility and qualifications requirements
of the work performed is eminently fair to employees and entirely compatible with
prevailing economic and political philosophy. This unit attempts to identifly and
discuss various methods that have been in use in’identifying job similaritics and job
differentials. Grouping of positions in an organisation into relatively few groups of
stmilar positions or classes simplily the job of managing people in many respects and
helps to develop a rational wage structure {or different categorics of employees in an
organisation.

7.2 JOB EVALUATION METHODS

_After job analysis and preparation of job descriptions comes the essential stage of
job evaluation, namely, the systematic comparison of jobs in order to establish a job
hierarchy. The techniques which have been commonly used tend to fall into one of
the two main categories :

® Non analytical; and
= Analytica)

MNon analytical methods are:
s Job ranking;

¢ Job classification.

Analytical methods are:
¢ Point rating or assessment,;

* factor comparison.

o]
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7;3 JOB RANKING

The simpiest and Icasl formal of all job evaluation systems is known as the Ranking
Methods. Under this ‘method no effort is made to break a job down into its elements
or [actors, bul the aim is rather to judge the job as a whole and determine the
relative values by ranking one whole job against another whole job. This is usually
done by using a narrative position description, but in many cascs cven this is
omitted. With or without infermation concerning the job at hand, an individual or
group of individuals rank the jobs in the order of their difficultics or value to the
Company.

This procedure is followed for jobs in cach department and an attempt is then made
to equate or compare jobs at various levels among the scveral departments. When
this is completed, grade levels are defined and salary groups formed.

A Ranking Committee consisting of well-informed executives may, in relatively short
time, rank several hundred jobs in various departments. In a great many instances,
the rankings arc not based on job descriptions but on the raters* general knowledge
of the position. It is difficult 1o group together jobs which are similar or to scparate
jobs which are dissimilar, unless carelully prepared job descriptions have been
developed. The lack of position descriptions, is of course, not the fault of the system.
The very simplicity of the system leads to the neglecting of some of the tools which
would make it more defensible. In most cases very liberal rate range limits must be
provided to correct errors in judgement possible with such inaccurate measuring
stick.

This method might serve the purposes of a smali organisation with easily defined
jobs but would probably be most unsuitable for a large.company with a complex
organisation structure.

Advantages and Disadvantages

Advantages

a) Easily understood and casy to admintster.

b) Sets a betler rate than the arbitrary rate based purcly on judgement and -

experience,

Disadvantages
a) The classification is in general terms and only an overall assessment is p0551b!c

b) In a complex industnal organisation, it is not possible to be familiar with all the
jobs and thus general descriptions will not enable correct assessment of the
relative importance of all the jobs,

c) The grading is very much influenced by the existing wage rates.

d) It dogs not indicate the degree of difference between jobs, but only indicates that
one job is more or less important than another one.

7.4 JOB CLASSIFICATION OR GRADE
DESCRIPTION

This method received widest recognition in 1922 when the US Congress passed the
Classification Act which made this system applicable to all clerical, administrative,
professional and managerial civil service positions.

This method is similar to ranking in that in both methods neither points nor money
values are used Lo classify jobs. No complicated procedures are involved; once the

_structure and definition of grades are fixed. the cvaluation process is comparatively

quick and simple. However, classification differs [rom ranking in that 1he order of
operations is reversed. First of all,the grades are determined and then the jobs arc
graded by reference to their conlenl Figuratively, the methed may be described as a
series of carefully labelled shelves n a bookease. The primary task is to describe cach
of the classes so that no difficulty is experienced in fitting cach job into its proper
niche. Jobs are then classilied by comparing each job Lo the descriptions provided.

L R R
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In this method the most difficult and important dpcration is defining the prades; it . Job Evaluation Methods

should be done 50 as to bring out perceptible differences between levels of skill,
responsibility-etc. Before defining the requirements of the various grades it is usual . cta- o o - N
to select those factors which constiluie essential aspects of jobs. Skills, knowledge, et

experience and responsibility required are generally used as basic factors, but the
cheice and number of factors depend on the nature of the organisation’s activities. It
should be noted, however, that whilst the classification method may rely on selected
general factors, the evaluation itself is carried out on the basis of whole jobs — they
are not broken down into their componem ¢lements. The factors are used to provide
general guidance [or the decisions but are unweighted and unscored.

The classification method has historicaily been the one most widely used for salaried
jobs, particularly in government and service occupations, although there is also some
evidence of its use in industry.
" Steps oot

The classification method procceds by a number of steps which may very slightly
‘from one plan to another, depending on circumstances. However, these different
steps always involve the two essential stages of -

1) establishing grades and definitions;
2) classifying jobs in these grades.

The first stage. leading to grade definition, is usually fairly long, as the definition is
the key reference point according to which jobs are classificd, The grade definitions
should enable a balanced distribution of jobs 10 be made between the various grades.
Accordingly. deriviag them is quite a delicate operation, only possible after job
analysis and once the [uture steucture has been determined. -

In typical cases Lhe classification method generally comprises the steps of :

1) job analysis;

2) grouping jobs by Lheir content;

1) establishing the number and suucture ol grades and preparing grade definitions;
4} evaluating and cl;mssif}'ing jobs.

Once grade definition is completed, evatuation and classification corisist of
comparing job descriptions one after another with the grade definitions and grading
the jobs accordingly. The jobs are considered as @ whale. This is & [aicly simplc
operation where the grade delinitions are exact and detailed, but where the
definitions arc in general and abstract lerms the evaluation committee has
considerable latitude Tar interpretation. One way of facilitating grading is to select
benchmark jobs fur each grade in accordance with its special requirements. The

_ evaluation committee will then have operational points of comparison. As
evaluation proceeds, grading of individual jobs becomes casier because the jobs
atready praded cxtend the opportunities for comparison and verilication. Once all
the jobs are graded the wage levei [or cach grade can he fixed,

The stages of Lhe classification method are (airly simple in a small enterpnse, but
where the metfiod is applicd Lo large number of workers, many problems arise. The
United States lederal civil service classification scheme s one of the best known
examples al this method, both {or its scope and jongevity: ils “general schedule™
{GS) applies 1o more than I million non-manual civil servants. Lt was established by
the 1949 Classification Act which itsell ariginated in the 1923 Classification Act.

The svstem 1s based on definitions of the 18 “GS” prades. each ol which cavers a
targe number of jobs ol various occupations. The definitions are evidently very
broad: for example. grade GS-1 includes all “classes of posiions™ (iobs) performed
uader immediate supervision with fittle or no latitude for the exercise al independent
judgement--{1} the simplest routine work 1 office, business or fiscal operations or
(2) elementacy work of a subordinate technical characier in a prolessional, scientilie
or technical Geld. Al the hiphest levels the delinitions are mare comptex, #s for
example 10 the casc of grade GS-15:

Ginde GS-15 mciudes all classes of positions the dutivs of whwh ere (D) to
perform, under general administrative direction, with very wide lauitade foc the
exeraise of independent judgement. work of vutstanding difficsity and ’ 29
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responsibility along special, tcchmcal supemsory or admlmstratwe lines which -

has demonstrated leadership and exceptional attainments; (2) to serve-as head
of a major orgamsauon within a bureau involving work of comparable level,

- {3) to plan and direct or to plan and execute specialised programmes of marked
difficulty,” responsibility and national significance, along professional, scientific,
technical, admmlstratm:, fiscal or other fines, requiring extended training and
experience which has demonstrated leadership and unusual attainments in
professional, scientific or technical research, practice or adhinistration, or in.

.administrative, fiscal or other specialised activities; or (4) to perform consulting’
or other professional, scientific, technical, administrative, fiscal or other
specialised work of equal importance, difficulty and responsibility, and
requiring comparable qualilications.

Advantages and Disadvantages

Advantages
a) Comparatively simple and casily administered.

b} Since written job descriptions are used evaluation of jobs tend-10 be more
accurate than under ranking system,

Disadvaniapes
a) Classification is in general terms and only an overall assessment is possible.

b) "It is very difficull to make comprehensive class specifications for a complex
organisation. The specifications_tend te overlap and it is difficult to decide which
class a particular job belongs.

¢) Placing of jobs in classes is very much influenced by the existing wage rates.

7.5 POINT RATING

Poirt rating is probably now the most common method used for job evaluation in
many countries. It employs clearly defined factors and-ailots numerical points.

Different point rating plans may select different factors and weigh each.factor
diflcrently.

The point rating procedure has to be clearly defined from the very start, By and
large, its steps {all into two distinct siages, namely preparing and evaluation plan and

schedule (by defining and weighting factors) und grading jobs by reference to this
schedute,

Preparing an evaluation plan
This involves the following steps :

i) Selecting and defining factors;

it) Dividing the factors into degrecs;
iii) Weighting the {actors;

iv) Allocating points to cach degpree;

v) Validating the factor plan,

i) Selecting and defining fectors

While selecting factors it is generally not necessary to introduce or conceive of an entirely
new sel of factors. In facl, it may be disadvantageous 1o choose appropriate factors from
those widely used in similar enterprises.

Some well-known plans, such as the American NEMA (National Electrical
Marnufacturers Association) plan for manual jobs, group the specific factors into the
following four general faclors and || sub-factors;

Genera! factors Sublactors
Skilt “Education
Expcrience

Initiative and ingenuity

|




Effort -~ - " Physical demand ) - Job Evaluation Methods
“Mental and/or visual demand

Responsibility -=  For equipment or process
: ) For materials or product
. For safety of others
For work of others

Job Conditions Working conditions
Hazards T
Another plan adopted by many bank institutions in UK uses the following factors:
A) Experience '
'B) Complexity
C) Discretion and initiﬁtive
D) Supervision of staff.
E) Responsibility for avoiding loss to the bank
F) Personﬁl conlact.

Specific factors are generally selected based on an examination of bench-mark jobs.

ii) Dividing the factors into degrees .

Once the factors are selected they must be divided into degrees to make them
operational. Thus, the NEMA scheme divides the subfactor “education or trade
knowledge™ into five degrees as follows:

1st degree requires the ability to read and wiite, add and subtract whole numbers.

2nd degree  requires the use of simple arithmetic, such as the addition and”
subtraction of decimals and fractions: together with simple drawing
and some measuring instruments such as caliper scale.

3rd degree  requires the use of fairly complicated drawings, advanced shop
mathematics, handbook formulae, variety of precision measuring
instruments, some trade knowledge in a specizalised field or process.

. Equivalent to short-term trades training. ;

4th degree  requires the use of complicated drawings and specifications, advanced..
shop mathematics, wide variety of precision measuring instruments,
broad shop trade knowledge. Usually equivalent to four years of
secondary school plus five years of formal trades training.

5th degree  requires a basic technical knowledge sufficient to deal with complicated.
and involved mechanical, electrical or other engineering problems.
. Equivalent to four years of technical college training.

It is evident that the degree must be clearly defined and graduated. There is no hard
and fast rule as 1o the number of degrees, which is largely a matter of common
sense. Too many degrees will complicate the evaluation process unnecessarily, whilst
a scheme having only two or three degrees will not sufficiently differentiate Jjobs from
cach other. It is not always necessary for each factor to have the same number of
deprees, but it is important that the degrees should enable all jobs from the highest
to the lowest to be placed in an order of importance that everybody will recognise,

iii) Weighting the factors - . -
It is unlikely that each factor will be of equal significance. If, for example, four
generic factors such as skill, effort, responsibility and working conditions are chosen,
the relative importance of each of them will vary a great deal, depending on the
- work done and occupations concerned. Generally speaking, skills are more important
than effort in technical occupations, and responsibility is the most important factor
in managerial jobs. Therefore, the relative importance of each of the factors selected
has to be determined — in other words, the factors must be weighied.

«re 1s no scientific or readymade method for weighting factors. 1t is generally done

« . o >
pragmatically and will depend on knowledge of the work of the enterprise.
Weighting will also depend on the firm’s objectives and personnel policy — for
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example, the importance of working-condilions as a factor may well depend on that

policy.

. i ]
One way of arriving at a preliminary weighting is to rank factors in order of
importance and allot ecach of them a percentage arrived at by discussion in the
evaluating committece or between the analyst and the persons involved. In addition,
some of the implications of different weighting' patterns can be considered by
preliminary testing on bench-mark jobs. In this way lhe relative importance of .the
factors sclected can gradually be established.

iv) Allocating points 1o each degree
Once the relative importance of the factors has been determined in a preliminary way
and the factors suitably divided into degrees, each degree muslt be assigned a

numerical value, These are the values thal will be used in determining the total point
values of jobs.

The total points assigned to each factor having been established in percentage terms
in the preceding step, it remains Lo ascribe point values to degrees within the range
of points decided on. The actuval number of points is a matter of convenicnce — the
maximum number could just as well to 500 be 5,000 — but it is preferable to use

high fipures in order to avoid decimal points and establish a significant progression
with each degree.

The point values ascribed to the degrecs may (ollow an arithmetical, geometrical or

variable progression. Table | illustrates the difference between these three forms by
an cxample of the “skills” factor.

Table 1: Methods of paints progression for the “skills™ factor

Progression Sublactors Degrees (points)
l 2 3 4 5
Arithmetical progression Education 15 Jo 45 &0 5
Expericnce 20 40 60 30 100
Geometrical progression Education 15 1o 60 120 240
Expericnce 25 © 50 100 200 400
Varable [-)rogn:ssion Edueatian 15 20 30 45 75
LExpericnes 20 ki1 45 65 100

The choice of a method of points progressien is also a matter of preference. The
advantage of arithmetical progression is that it can be simply and casily explained to
the workers. Geomelrical progression is sometimes preferred because it gives a wider
points range at higher levels. Yariable progression can be used where there is
sufficient difference when moving between degrees. Experience shows, however, that
workers are not easily convinced that geometrical er variable progression is fair.

v) Validating the factor plan

The factor plan plays a decisive role in all point rating schemes. As a general ruie,
once it is officially adopted, no major amendment may be made to it. Therefore, it is
essential that proposed plans should be carelully tested on a number of job
descriptions, These test samples must comprise a sufficient number of jobs in order
to verily whether the plan results in the desired spread of points and an acceptable
hierarchy. If necessary, the weighting or deflinitions of -degrees must be amended and
the test repeated several times until it gives a completely satisfactory result. At this
stage, the factors and subfactors must all be precisely defined and the meaning of all
terms clarified. The tested factor plan is then submitted to the evaluating committee
or other decision-making organ for adoption.

Once the factor plan is adopled, it is usual to prepare an evaluation handbook
explaining the procedure to be followed and summarising all the elements required
for evaluation, in particular the definition of the selected factors and the points '
allotted. This handbook, or a summary of it, is usually distributed Lo all stalf -
covered by the job evaluation schepne.

The evaluation process and allotting points values to jobs
In the point rating method the evaluation process invalves allotting point values to
each job by consulting the factor plan. The evaluation committee or assessor




examines the job descriptions and identifies the degrees of each factor required by

them. It is therefore important that the job description should be well planned and
- so written that the degrees for each factor can easily be determined. This operation is
relatively straightforward because ecach factor is examined in tum, and comparatively
little room is left for subjective judgement. Nevertheless, abstract factors such as
eflort, responsibility or initiative may give rise to some difficulties and, for this
reason, it is preferable to examine a group ol similar jobs together, Furthermore, if
the evaluation is made by several assessors independently, the number of points
allotted by cach may be compared to ensure that results are consistent. Every
evaluation should be checked by a sccond assessor or by the evaluation committee.

When all the jolbs have been evaluated and have had points attributed to l.l:tem. the
jobs are listed in points order, thus obtaining a job hierarchy. To arrive al a wage
structure, the job hierarchy has still to be translated into wage rates, either dm*:t.:l:l)r
by assigning a money value to the points, or by grading.

Advantages and Disadvantages

Advantages
a) The graphic and descriptive types of rating scalcs used have been accepted as
most reliable and valid. Agreement among raters is usually quite close.

b} Compensable [actors are not limited to any particular number. These lactors
which the parties decide as important can be used.

c) Job classes, which is the aim of all job evaluation systems are casily set up. Job

classes are simply determined in terms of arbitrary point ranges or on agreed
point ranges.

Disadvantages

a} It is difficult to develop a point rating scheme. Defining factors and their degrees
in such a {ashion that all raters will have the same meaning needs considerable
amount of skill,

b} Assigning proper weightages to each factor and then assigning point values to
each degree without being unfair to either the casy or the difficult jobs, requires
careful and delailed study.

c) The point system is difficult to explain. The concept of factors, degrees relative
weights and points and relating points to'money value cannot be easily

interpreted to employees. If the workers do not undersiand the system clearly it
may have adverse effect,

d) Point rating scheme is certainly a time consuming process, Collecting job
descriptions, defining degrees and factors, allocating degrees to each factor of
each job, co-relating them with points and then ultimately with money value
unanimously by evaluation committee is a long process. Considerable clerical
work is also involved in preparing the job descriptions, final table of jobs
evaluated, degrees assigned and points scored. -

7.6 THE FACTOR COMPARISON METHOD

This method was originally developed in 1926 as an offshoot point rating. This
method therefore-incorporates some of the principles of point rating but differs
substantially from it in its use of .bench-mark jobs and its method of comparing jobs
and fixing wage rates.

.The first task in applying this method is to select and describe clearly the factors to
be used. The choice of factors is generally much more limited than in point rating.
For manual workers, the following factors are generally recommended:

i} Mental requirements;
i) Skill requirements;
iii) Physical requirements;
iv) Responsibilities;

v) Working conditions.

Job Evatuation Methods
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For clerical, techmcal and supervisory staff, all the factors mentioned above except
working conditions are generally recommended.

1

The factor comparison methed involves the following steps: —ct

1) selecting bench-mark jobs; .

2) ranking bench-mark jobs by factors;

3) allocating money values to factors;

4) ranking the other jobs, and wage lixing.

1) Selecting bench-mark jobs

The jobs selected as bench-mark jobs must-satisfy @ number of conditions. Firstly,
they should be capable of clear descriptions and analysis in terms of the factors used;
secondly, they must be representative of the hierarchy, thirdly, when the rates for theé
bench-mark jobs are to be used as the standard for ixing the wages, these rates
should be regarded as appropriate by all concerned.

2) Ranking bench-mark jobs by factors

Once a number of bench-mark jobs arc chosen they are ranked successively by
reference 1o each of the factors chosen. When the ranking is done by a committee
each member must make his own ranking and the results then being averaged. A

typical example of ranking of jobs by factors under the comparisen method is given
in Table 1.

Table 1: Ranking Jobs by factors under the factor comparison method

Jab Skill Mental Physical *  Responsibility Working
requirements requirements requirements conditions

Toolmaker [ | 2 1 4

Machinist 2 2 3 2 3

(grade 1) ;

Electrician 3 3 4 3 5

(grade 1)

Assembler 4 4 5 5 2

{grade 1} ’ '

Janitor 5 ’ 5 1 4 I

3) Allocating money values to factors

The factor comparison method may also be used for fixing up wages in money units -
by ranking the jobs according to a procedure different from the one shown above.
The wage rate for each bench-mark job is broken down and distributed among the
factors in the proportions in which these are considered to contribule to the totai
price paid for each bench mark job in the form of its wage rate. For example, if
tool-making is a bench-mark job and its wage rate is 20 money unilts, it may be
decided to assign nine of these to skill, five to mental requirements, two to physical
requirements, three to responsibility and one to working conditions. Similarly, if the
wage rate [br another benoch-mark job, for example that of a first grade machinist,
amounts to 18 money units, eight of these may be allotted to skill, three Lo working
conditions, and so on. When the rates for all bench-mark jobs have been divided in
this way the jobs have implicitly been ranked again with respect to each of the
factors. In the example given, the toolmaker ranks above the machinist as regards
skill requirements, but below the machinist 1f thc jobs are ranked on the basis of
working conditions.

After the results have been averaged by a committee in the manner described above,
the allocation of wage ratés and the ranking by factors of the jobs covered for Table
I might work out as indicated in Table 2.

The two rankings of the bench-mark job's are undertaken independently of each
other and need not coincide. Their respective resulls as illustrated by Tables l and 2
are compared in. Table 3

1t will be noted that lhere are differences in ranking revealed in Table 3. These
differences have 1o be removed either by increasing or decreasing the money value of
the different factors for the jobs concerned or by examining iLhe job conténts again. -:
If-it is not possible to reconcile the ranking of a particular job, it is eliminated {rom
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4) Ranking other jobs .
On the basis of job descriptions, eachﬂjob is analysed and compared with the bench- pE T
mark jobs in terms of each of the factors separately. .

Table 2: Allocation of money values to the different factors and ranking of jobs under the fector comparison method

Job Wage Skilt Mental Physical Responsibility -Working

I‘:“ requircments  requirements conditions
monty Money Ranking Moncy Ranking Money Ranking Money Ranking Moncy  Ranking
units - value of job  wvalue of job  wvalue of job  value of job  value of job
atrris attri- : attri- attei- atlri-
buted buted buted buted buted
Toolmaker 20 9.0 | 5.0 l- 20 3 30 - 1 1.0 5
Machinist
(grade 1) 18 8.0 2 4.0 2 1.0 5 240 2 10 3
Electrictan
{grade I} 16 4.0 3 3.0 3 30 2 .5 3 25 4
Assembler ’
{prade |} s« 14 4.0 4 2.0 4 oL 4 1.0 4 55 |
Janilor 12 20 5 1.0 5 40 | 0.5 5 45 2

Tahle 3;: Comparison of rankings by factors and by monty values under the factor comparison method

Job Skl Mental Physical Responsibility Working
requirements requirements conditions

Ranking Ranking Ranking Ranking Ranking Ranking Ranking Ranking Ranking Ranking

by by moncy by by money by by money by by money by by money
faclor value [actor value factar value factor value facwor value
Toolmaker i | 1 | 2* 3 | | 4 5
Machinist '
{grade 1) 2 2 2 2 i S 2 2 3 1
Electrician
{grade 1) ] 3 k| 3 q* 2+ 3 3 5 4
Assembler ’
{grade 1} 4 4 4 4 g q® 5o 4 2 LI
Jauitar 5 5 5 5 1 1 4* 5 * 2

* Dilferent results obtained from ranking by factor and by money value.

Advaniages and Disadvantages

Advantages

a) Factor comparison method permits a more sysiematic comparison of jobs than
the non-analytical methods;

b) Evalualion is easier than by the point method, as a set of similar jobs are
compared and ranked against cach other.

¢) Analysis of bench-mark jobs is very comprehensive.

d) ln a scheme that incorporates money values, determination of wage rates is
automatic. '

) Reliance of the method on bench-mark jobs guarantees that the scheme is tailor-
made and that the ranking necessarily reflects the actual structure while
climinating anomalies.

Disadvantages
a) This method is comparatively comphc..tcd to apply and it is difficult Lo explain
‘to workers.

b) The wage rales for the bench-mark jobs are prestmed (o be correct and dcﬁnitive
and all other rates are determined by reference to them. 35
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c} It goes against the common helief that the procedures of evaluating jobs and
fixing their wages should be kept separate.

.

1.7 RECENT DEVELOPMENTS IN JOB EVALUATION |

The question of choosing and weighting of factors is one of the most diflficult issues
cncountered in the basic gualitative methods, Some job evaluation schemes are
rejected because of the factors chosen, and others categorised as vague and confused
because of too many factors and subfactors, As a result, some researchers and
practitioners of job cvaluation have proposed and experimented with single-factor
schemes which are briefly outlined in the succeeding paragraphs.

The time span of discretion method

This method was developed by E. Jaques in the 1950s and carly 1960s and was tried
out in a2 London Engineering {irm. lts special feature is that it uscs only one factor,
viz. the “time span™ at the disposal of each warker.

The time span of discretion is defined as the longest period of time for which a job
holder can exercise his own discretion without supervision from his senior of the
quality of his work. This time span of discretion is claimed to show the worker's
ability and the nature and diflficulty of the job and is believed to conform to the

norms of equality on which cach worker bases his own idea of what should be the
job hierarchy.

In Jaques’ original method jobs arc grouped into {ive major grades, {rom grade [, in
which the time-span of discretion is less than one month, 1o grade 5, in which it is
more than [ive years. Each grade, of ¢ourse, comprises several deprees, cach with its
own time-span of discretion, Jaques’ approach diflers substantially from that of

conventional methods by focussing on the individual rather than on the job
requirements,

The above method has, in practice, been applied only to a very limited extent and is
really still in the experimentat stape. 1t has often been rejected by workers as well as
management because no formal proof 1s offered of any connection between the time
span ol discretion and the norms of equily accepted by the workers. Moreover,

. whether time spans can he measured accurately is also controversial.

Decision-banding

This method has been developed by T.T. Paterson and his colleague T. Husband.
This methed assumes that the only factor common to all jobs whatever the work
involved is “decision-making™, Decisions are placed according 1o their level and
nature in six groups known as “decision bands”, as indicated below:

Band E — Policy decisions, made by top management in gencral terms that direct
and guide the enterprisc,

Band D — Programming decision. taken within the limits lixed by the policy
decisions in Band E. Dccisions at this level essentially involve the
preparation of a plan or programme of action {or carrying out pollcv
but are not concerned with the execution of the plan.

Band C — Interpretative decisions, deciding how to do the work within the limits
set at Band 1; for example, the kind of machines and number of staff
required.

Band B — Routine decisiors, concerned with carrying out Band C decistons, that is
how the wark is te be done.

Band A — Aulomatic decisions, on the way the worker carries out instructions,

Band O — Defined decision, usually made by unskilled workers. The margin of

discretion is very narrow at this level of decision-making,

In recognition that within cach decision band there may be a need Lo coordinale
work, cach band, except Band O, is Hivided into two levels. The upper-level job
holder in any decision band coordinates the work of the persons in the lower level in
that band -and has structural authority over them.
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theory, the decision-banding method offers the disadvantages of simplicity and Jab Evaluation Metheds

siversality but in practice it is sparingly used because workers do not readily accept
iy scheme that does not take into account such factors as skills, experience etc.

he Hay and MSL guide-charl profile methad

his method was developed by a firm of consultants in the United States in 1950s.
asically, it combines the features of the point rating and factor comparison
cthods. It is used mainly for managerial, professional and technical jobs in about
} countries and it is particularly widespread in the United States and.the United

ingdom,.

his method evaluates jobs by reference to three basic faclors, viz. know-how or
<ill, problem solving and accountability. A fourth basic factor, “working
onditions™. is afso sometimes used for jobs having hazards, an unpleasant working
nvirenment and high physical demands,

"he basic factors are clarified by reference 1o a list of 8 elements or sub-faciors.
‘ach basic factor is depicted in a guide-chart which breaks down the relevant sub-
actor into different degree levels.

Che Urwick Qrr profile method

This method was originated by the British firm of management consultanis, Urwick -
drr and Partners, 1t is anather high hybrid method that combines the [eatures of
yoint rating and ranking methods. In a sense this method is 2 simplificalion of point
-ating that uses paired comparison to determine weightings. The principal
fisadvaniages of this method are that it uses a simple breakdown of factor degree for
securing purposes and it stresses the importance of full participation by workers’
represeniatives al various slages. ’

The direct consensus method )

This mecthod. developed by the firm of labucon AIC, relies on the paired comparison
technique. An important {eature of this method is that members ol the valuaticn
panel record their individual assessments of whole job rankings and these
assessments are [ed into a computer. In cases where the assessors do not agree on the
job rankings, the computer programme establishes the best possible correlation
between their assessments without the need for prolonged discussion in committee 10
reach a consensus. -

7.8 SUMMARY

Job cvaiuation proceeds job analysis and job description. Quite a few methods are
now available for systematic comparison ol jobs in order Lo establish a job hierarchy
in an organisation. Depending on its needs and ethos, an orpanisation could pick up
any of the available methods, It is alse open to an organisation to develop a method
that may combine the features of 1wo or mere than two methods. What is imporlant
is that, the chosen method should secure the satisfaction of all concerned, namely the
management, the employees and the unions, and also ensure.the supply of right skills
to the erganisation for carrying out its operations cffictently and effectively.
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BLOCK 3 ACTION AREAS : ISSUES AND
EXPERIENCES

This block comprises five units. The first unit deals with the importance of selection
and recruitment giving utmaost importance to the human resources of the

. organisation. It discusses the need for procedures and policies for selection and
recruitment and evaluate various methods of recruitment in Indian enwronment o
select the most suitable candidate for the job.

The second unit refers to the next steps after selection and recruitment i.e., induction
and placement of the employee creating favourable imptession about the organisation
and facilitating development of right attitude, sense of belonging and spirit of team
work for making a better employee.

The third unit-describes in detail about performance and potential appraisal of the
employec. It emphasises this to be used as a tool for development of the employee
and the organisation, reaiising the need for selection and training of appraisers to
make it more effective.

The fourth unit deals with the problem of transfer, promotion and reward policies,
explaining the reasons behind transfer and promotions and apprectating the change
required.in organisational structure. It also discusses-the implications of industrial

_laws and inherent limitations in government, public sector and other industries, taken

over by the governmenl

The last unit on training and retraining emphasises the need for training at all levels
and identifying training needs to keep pacc with the fast changing 'technology and
. global environment. It stresses on clearly formulating the aims and objectives of
training and pleads strongly for continuous training and retraining and formulating
measures for evaluation of training programme, so as to find out and adopt most
suitable methods for training different types of employees for better development of
employees and the organisation. .- ‘
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"UNIT 8 SELECTION AND RECRUiTMENT

* Objectives

" After going through this unit,-you should be able to :

. appreciate the value of human resources in organisations;

s realise the need for procedures and pohcnes for selection and rectuitment of
employees;

cvaluate various methods of recruitment in the Indian cnwronment

have knowledge of selection techniques;
familiarises yourself with the purpose of various types of sclection interviews;
fulfil the ultimate aim of selecting the best human material available;

select the rmost suitable candidate in relation to the job in view.

Structere
8.1 Introduction
8.2 The Importance and Value of Human Resources
8.3 Essentials of Recruitment Policy ‘
8.4 Selection and Recruilment Methods
8.5 Selection Process’
8.6 Selection Tests
8.7 Selection: Interview
8.8 Government Regulations for Induslnal Employment in India.
8.9 Summary
"8.10 Further Readings

8.1 INTRODUCTION

- Although the field of personnel management has been with us for nearly seventy
years only recently there has been some major re-direction concerning its importance.

- For many years, personmrel management was viewed as a maintenance function for . -
- the organisation, a repository of records and information, but not as a function that

had any noticeable impact on the productwny and profitability of the organisation as
a whole.

Recent researches have developed a perspective of strategic human resources
management. Fhis perspective essentially takes a broader, more integrated view of
the personnel function. It seeks to link the personnel function to the long-term
strategies of an organisation and asks how it can fadilitate the accomplishment of
those strategies and goals. In this environment the importance and status of personnel
management will continue to increase as a field which proactively and creatively
responds to changing recruitments and expeclations of the human side of any
enterprise. :

Increasing complexity and size of most organisations has resulted in multlple layers
of bureaucracy. All organisations and establishments have realised the increasing
costs of manpower. Over-bureaucratization has been operaling to isolate employees
~ from both the organisation and the competitive environment in which most
" organisations must operate. ’

Geographical diffusion, particularly in the emergence of multi-national fimms,
presents new challenges in managitg human resources in different regions and states
where laws and prevailing social values may be quite different. '

At the same time, greater government involvement in human resource practices are
causing all organisations to re-examine their poljcies and practices. The legality of
costly wage settlements or court awards (as in India) and the increase in collective
trade union disputes in most organisations all over the world have increased the
growing importance of personriel policies. '
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Increasing educated clements in the workforce are causing all organisations to
re-examine their assumptions about their employees’ capacity to contribute, as also
to impose limitations on the productivity or profitability of the organisation.

Changing values of the workforce, particularly relating to authority, are causing all
. establishments 10 re-examine how much involvement and influence employees can

have on organisations and the mechanisms to recognise their voices of protest. More
concern with careers and life-satisfaction are also causing organisations to re-examine
traditional assumptions aboul career-planning to provide more alternative career
opportunities as also to take into account employees’ lifestyle needs when transferring
them.

Changes in workforce demography, particularly the infusion of women, minorities,
and handicapped persons into organisations, are making them re-examine their
policies, practices and managerial values that effect the respopsibilities, treatment
and advancement of these employees.

You may have studied some aspects of selection and recruitment of human resources
under Unit 5 of the course MS-2: Managing Men. However, it is nccessary to
understand and appreciate the importance and value of the personnel function as it
relates to managing the human resources of an erganisation, particularly in the Indian
context and environment.

‘8.2 THE IMPORTANCE AND VALUE OF HUMAN

RESOURCES

All organisations need resources to function, resources in form of employees i.e.

Man, Money, Machinery and Materials, etc. The employees are the human resources
of an organisation which are crucial for its functioning.

The acquisition of human resources and their maintenance involves costs. These costs

. can be of different types. Man power costs include costs of research and designing of
man power programmes i.€., man-power planning, Ergonomics research, work study -
. and designing of personnel policies, etc. Then, there are costs of commissioning man

power i.e. costs of recruitment, induction, placement and training, etc. The cost of

_maintenance of these resources is a very significant component of the total costs of

an organisation. Mainlenance costs include wages and salaries. welfare and medical

. benefits, provident fund, graluity and other retiring benefits, etc. These costs will

also inciude costs of absenteeism, sickness, and costs involved in transfers, etc.

It wili be appreciated that these costs form a substantial part of the total costs of an
organisation which include costs of building, machinery and other physical assets,
which have to be acquired and maintained for the purpose of maintaining the

" productivity of all organisaticns.

In the last 20 years, the treatment of man-power costs has been recognised as a
separate division in accounting practices wherein human, resources accounting has
come to be recognised as a new innovation which is essential to malntam the
profitability or productivity of any organisation

1t should be realised that human resource accounting will have to consider both short-
term and long-term costs. The short-term costs may include the cost of advertisement,
selection and recruitment, etc., while the long-term costs will includes costs of
maintenance of the human resources of an erganisation. The costs of recruitment and
training can be capitalised in principle since returns on these costs will be available’
to the orgamsauon over a long period of many years, in the form of augmenting the

. productivity or income-generating capacny of its human resources.

Another important aspect which needs differentiation at this stage is the difference

_between the other physical assets of the organisation i.e. Buildings, Machinery,

Stores stocks, etc. and its human assets. It is common knowledge that most of the
physical assets depreciate in value with passage of time by wear and 'tear, which is
provided for in accounts by depreciation. Most of these assets areswasting. ot
depreciating assets. In contrast, the human assets i.e. the employees at all levels, as
they grow in age and experience, add to their productivity and capacity to earn for_
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the organisation and become more valuable. Tt is clearly visible in their compénsation
or maintenance costs such as salaries, perks ete. Their increased value is also reflected
in their market price which they can command. The employees of any organisation
are its appreciating assets in contrast to the other depreciating assels.

8.3 ESSENTIALS OF RECRUITMENT POLICY

Policy formulation is an essential managerial function. It is a complicated process
which may involve all levels of employees. While formulating a policy an aitempt has
lo be made keeping in view the values and objectives of the different groups involved,
so as to raise elficiency of working relationships in an organisation. Morcover, the
policy shall have to be in line with the man-power requirements to aitain the
organisation’s objectives.

Recruitment is cssentially a process to discover sources to obtain man-power and 10
cmploy effective measures for contacting those employecs, which will be forming an
efficient workforce. It will suffice to understand that the recruitment process involves
5 different elements, which include;

1) a recruitment p-icy

2) a recruiting organisation

3} a florecast of man-pewer recuirements

4) the development oi man-power sources. and

5) techniques for utilising thesc sources.

It is a vital funciion of personnel administration and is an essential pre-1equisite for
the effectiveness and success of an organisation.

" Recruitment policy states the objectives, and provides a framework for implementation
of recruitment programme in the form of procedures. A recruitment policy may
include several issues such as promolion or transfer from within the organisation (as
quotas are usually fixed in government and public sector organisations as also quotas
for certain minority groups and relatives of employees). While the system is a
function related to the personnel function, in principle recruitment should remain a
line-responsibility, who should have the final say in the acceptance of a particular
recruit, though, in consultation with the staff or personnel department.

The man-power managers have to constantly review and improve the methods of
recruitment in view of the changing times and demand as understood in other
organisations. A sound recruitment programme necessarily involves appraisal of each
source and the techniques from the stand point of relative quality of personnel which
it has provided. '

The valuation procedures should consist of existing employees in terms of their
jobs—success, evaluation of sources from which good and poor employecs were
- recruited and the methods used in assessing the relative values.

8.4 SELECTION AND RECRUITMENT METHODS

- The selection process includes al those activities related to the internal movement of
people and to external hiring. The essential process is one of matching available
human resources to jobs in the organisation. [t entails defining the organisation's
human needs for particular positions and assessing the available people to determine
the best to fill them.

Three strategic selection concerns are particularly salient. The first involves devising
an organisation-wide selection and promotion system that supports the organisalion’s
+ own policy. For example, if a department or organisation will be diversifying overa
ten-year period, it is most likely that the types of people needed to run the new
organisation will be different than those in the past. Thus, a redesigning of the
sclection process may be required. -

The second strategic concern requires creating internal flows of people that may suit
future requirements. Organisations that diversify or change their strategic direction
need to alter traditional promotional patiemns in order 10 move new Lypes of people
into key positions and train them for new responsibilities. “
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The third strategic concern is matching key executives to the organisations policy.
There is a growing interest in meshing strategic planning with exccutive skills.

Belection Method

*Selection’ as opposed to ‘recruitment’, means the assessment of candidates and the
choice of the candidate most suitable for the job. The first consideration is whether
there exist internal candidates for the vacant post. Much lime-and expense can be
saved through internal promotions or transfers, and a policy of internal promotion
enhances the morale of currently emploved staff. Many organisations advertise
vacancies both internally and externally, using internal candidate as a standard
against which outsiders are compared so that an internal candidate is offered the
position provided no outstandingly superior ~xternal candidale appears.

Well designed application forms are essential to the sclection process. Moreover, the
information they contain offers a basis for personnel records which can be used for
human resource planning including the preparation of skill-inventories and
redeployment programmes. The case for incorporating a wide range of questions into
an application form, covering many aspects of the applicant's life, is therefore strong,
since the information can be used for developing the successful candidate’s future
career.

Selection Procedures

Selection procedures seek Lo match the requirements of Jobs with the attributes of
candidates. The more detailed the job-description, the easier it is to identify the best
applicants. So job descriptions should clearly specify the personal characteristics
needed for each job's successful completion as well as provide a comprehensive break
down of the 1asks involved. All necessary competencies (e.g. the ability to operate
equipment, interpret technical data, write reports, mix casily with other people, -
withstand stress, etc.) should be listed. Job content can be established through

“work-study or through interpretation of the duties involved.

Next, draw up a ‘person specification’ to define the background education, training,
personality and characteristics of the person best suited to fill the vacancy. In other
words, draft a per-portrait of the ideal candidate to provide a list of qualities to look
for when preparing a short list. The person you describe may not exist, but wili act
as a standard against which applicunts can_be compared,
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Recruitment Procedures

Recruitment is usuvally the responsibility of the personnel department, {:ho should be’
notified whenever a new vacancy arises or one of your workers resign or approaches
the age of retirement or when you feel that the value of work in the depariment

Justifies the employment of extra staff. : . -

Normally, you will be expected to draft or revise a job-specification for a vacant post,
including precise details on the skills, experience and qualifications it requires,

e

- T T — = T -




siarting date and particulars of any special conditions atiached to the position. The
personnel department can draft and place a job-advertisement in suitable media:
comprehensive job-specifications lead to accurate job advertisement, less time
wasled in shilting through unsuitable applicaiion.

However, the people within the organisation have also to be considered for transfer
or promotion for such positions. In most organisations as a matter of policy, internal
mobility is maintained by putting such vacancies on Notice Board or publishing by
other means, 50 that all employees know, and can apply for same. When vacancies
"are advertised, and large numbers of applications are received, if you are a
department head the personnel department might send you all completed
applications received, better divided into three categories: ‘clearly suitable’, for
interview, ‘possibly’ suitable, and ‘clearly unsuitable’, leaving the final choice of short.
list to you. You need to look through all the completed applications, through paying
most attention to those in the ‘clearly suitable’ bundle. Difficulties arise in the
allocation to these catepories of people of widely varying background, experience and
paper qualifications. :

It is better to examine the relevance of any particular set of qualification to the
advertised post and look for evidence of the candidate’s interest in attending relevant
courses. A willinzness to update in one area usually indicate a willingness to acquire
further knowledge in others also.

It has also to be carefully examined what responsibility did the applicant carry in his

or her previous position? Can you identily a distinct pattern in the applicant’s career,
and if so how relevant is the vacant post to this career pattemn? Did the applicant
achieve promotion with previous employers and how long did he or she remain in
2ach job,

Wearly z2ll application forms ask candidates to provide the names and addresses of
referees. If you feel that a reference from a past employer would be useful, then try
10 obtain a reference by telephone, since in this way you will be able to assess the
referee’s sincerity more accurately (people are often franker when speaking than
when writing) and referees are always aware that adverse written comments.could
fall into the applicant’s hands. '

in India, writing adverse confidential reports in government, and public sector can
be made the subject matter of a grievance or dispute.

Activity B
Do vou participate in the recruitment 2nd selection of staff to your departinen:?

1f the answer is yes, list the tasks you have undertaken and outline the procedures
followed. : :

Recruitment procedures and the degree of staff involvement will vary from firm 10
firm. In any organisation, onfy the most s¢nior staif are invited to participate.in the
process, while in others specialist and junior officers are also included.

8.5 SELECTION PROCESS -

The process of selection also involves placement in effective positions. In order to be
effective selections and placement together from a crucial man-power function. It

Seleetion and Recruliment
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may be noted that the recruit trends for automation, and computerisation which are
fast Jeveloping, have increased the significance of these processes.

There is a process ko w0 as “'differential placement”, in these processes efforts are
made 1o compare a job-requirement, qualifications and find as to which job he can

be most suitable. While traditionally placement for a job is usually resorted to in those ’

sectors where supply of qualified candidates is available; differentially placing them
has been found to be useful in areas wiere suitable candidates are rare. As a matter
of fact differential placing makes the most effective use of human resources.

An organisation can make best use of these techniques if it specifies several positions
for which an individual may be suitable, and provides flexibility, if required
job-qualifications are met. It also decreases recruiting and selection costs, increases
business turn-over as also job-satisfaclion and productivity.

The policy of selection and placing should be based on effective planning of
professional needs, orgamsatlon planning and employee development goals.

_The purpose of the selection process is to make effective use of individual differences
with a view Lo selecting individuals who possess the greatest degree of qualities
required for effective performance on the job. As a matter of fact individual
differences are the base for the selection-and placing process.

All those selection procedures may change from one organisation to another in terms
of size, industry, location, etc. The selection process depends upon effective job
analyses and differentiai recruitment and placement. The selection process involves
usually -7 steps.

a) Preliminary Screening of applications
b) Revicw of application forms

c)  Physical examination

d) Checking references

e)  Psychological testing’

£) Interview and

g} Intermal promotion programme.

8.6 SELECTION TESTS _ - _

Only few. orgamsaltons use selection testing in India, relying instead on candidates'
formal educational qualifications and stated experience as evidence of their ability.
However, tests can be useful where large numbers of equally qualified applicants
have to be considered and substantial interviews with each candidates are not
physically possible. Many difficulties are involved in setting tests and correctly
interpreting the result. Time and effort is required to devise a test and it might not -
actually measure the abilities it is intended to measure (intelligence tests, for

instance, often measure learned responses rather than ‘inteliigence’). High or low

marks obtained in a test do not necessarily indicate high or low ability to do a job
properly, only the capacity (o achieve certain marks under test conditions. Tests can
give inconsistent result when repeated on people of known equivalent ability, and
can fail to discriminate between good and bad candidates {good quality applicants

should consistently achieve -high marks and vice versa).

The commonest type of test used in employment selection is the Achievement test,
which seeks to evaluate the candidate’s level of competence in a particular skill
{typing, shorthand, driving, machinery, etc) Such tests are intended to discover
individuals who c]alm to possess a skill they do not actually have or who have grossly

exaggerated their abilities. An achievement test is directly relevant to the work the

successful candidate will do, but necessarily covers only a part of the successful
candidate eventual duties. A candidate who fails the test is assumed Yncapable, a
secretary might fail to achieve a predetermined minimum shorthand speed under test
conditions but this does not necessarily mean the candidate is an inadequate secretary
overall. Tests are undertaken in specific test conditions. Success in a driving test for
instance proves that the candidate did well over the test circuit, yet he or she may
not otherwise be a good driver. Job applicants feel nervous during tests and this may

"cause them to do badly. it is a fact that the people who have previously experieneed'
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a particular type of test do better on average than people attempting that type of test
for the first time. Thus, candidates who have already taken and failed a similar test
will have an advantage, yet these might be precisely the sort of candidates the test is
intended to discover. : '
In general, high marks obtained in a test do not guarantee that the appointed
candidate will succeed in the vacant post. High marks do not show why the candidate
did well: low marks do not say why the candidate failed. Achievement tests,
moreover, do not evaluate the whole person, oniy that part covered by tesl questions
- and candidates who do well in a test might wrongly assume they possess knowledge
" or ability which in fact they do not have. Never conclude that a subordinate is
exceptionally competent just because he or she did well in a test.

However, before an organisation decides to employ any type of tests it should
consider the following general questions: .

a) Since tests can be useful only in organisations, where the employment runs in to
targe numbers, is the top management prepared to spend the money required to
develop specific tests that meet- its particular requirements, and to lure experts
needed to administer them? Some organisations in the public sector spend lakhs
every year-for such services, but the results do not seem to justify the costs "
incurred. They are only useful to eliminate most applicants and short-list a few.

b) Since test results do not guarantee an applicant’s performance on the job, are the
limitations of tests appreciated by. management ?

¢) Is there confidence and appreciation for tests among all managerial personnel
and supervisors, and are they ready to accept the test-findings as a basis for
recruitment and selection? (Here you may refer to Unit 5 of the coutse MS-2:

Managing Men, for some details of Selection Tests.)

Activity C

Does your organisalion use any tests to supplement the selection interview? 1f so,
what tests are used and when? How useful have you tound such tests?

{Many experts feel that the selection interview alone is not a scientific and objective
basis on which 1o select the right person for a vacant post. There are @ wide variety
of tests available, including those for assessing aptitude. intelligence and personality.
Today, many organisations use recruitment consultancy firms 10 run such test for
them, particularly for senior management posts.)

8.7 SELECTION : INTERVIEW .

- You will almost certainly be required to sit on selection interviews in the course of
your work as a_manager or_supervisor. Interviewing is an art ¢ that requires careful
planning and control. Employment interviewing is different from disciplinary - -
interviewing, grievance interviews, counselling and exit-interviews, although all have
the common element that they seek to obtain information. In job interview, your
purpose is ta elicit useful information of the candidates past history as it relates to

Selection and Recruiimeal
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.at the end of a long interviewing session. Importadt points arising from the carly |

.the vacant post and to assess his or her ability to do the job properly. Candidates
‘may normally be invited to ask questions about the organisations the job and terms
and conditions of employment.

" The golden rule of employment intciviewing is always to put candidates into a state

‘of mind in which they wiliingly disclose the maximum amount of information. This
state of mind is possible only if candidates are comfortable, at ease and do not feel
intimidated. Uncomfortable, ill at easc candidates will not be as frank as those who
are relaxed, confident and in full control of their response. Hostile, overbearing
tnterview environments with several interviewers aggressively fi firing complex

questions at a candidate who is left groping for words will not encourage responses i

that are open and sincere. Candidates are prevented from presenting themselves
properly and this will reduce the volume of data on which decision can be based. ]
Everyone feels nervous in tense situations. Since fear is a natural'innate reaction to
external threat. It signals the need for caution in hostile surroundings. Environments
that do not frighten-or intimidate enable interviewees to express themselves
comprehensively and in uninhibited ways. Thus candidales should be interviewed
promptly at the appointed time, or, if delay is inevitable due apologies should be

offered. Their recertica should be fnendly and constructive, with comfortable seallng :

ctc.

It is better to plan for what you want from an inlervicw cither-use a checklist or
make-a tentative schedule of the topics 1o be covered accordmg to order of
importance and their sequcnce

Begin an interview with friendly, supportive and sympathetic remarks. Use the
candidate’s completed application form as your introduction to the main body of the
interview, but do not ask questions that have already been answered on the form.
Rather. scek supplementary information to probe the candidate’s potential for
effective performance in the advertised post. An inferview is a matching exercise,
comparing job requirements with a candidate's aunbutes Checklists, can usefully be
devised 10 guide you through the interview and re you of the attributes that you
are seeking. Itis betler to assess candidates immefiately after their interview and not

interviews will by then have been forgotten and the last one or two people
interviewed might thus be placed at an advantage.

Open ended questions such as ‘what made you decide to do that?’ or ‘why did you
enjoy that type of work?" are usually more productive in obtaining information thzn
direct quertes. Generally worded questions invile the candidate to discuss feelings,
opinions, and perceptions of events. Simple "yes/no’ questions will not draw out the
candidates vicws. Much of the skill of interviewing lies in listening—interviews should
be discussions, not interrogations. Tell the candidate precisely what information is
required, and give us much time as is necessary for a comprehensive answer. It is
advisable (o avoid critical or insensitive remarks during the interview.

Act naturally when interviewing—remember that the person you appoint has to work
with you as you are, not as ybu transitorily appear during the interview. Avoid the
aggressive question,; it serves only to intimidate and prevent the free flow of
information. Candidates naturally feel nervous during interviews. It is unfair for
interviewers — who control the situation, are on their home territory and are not
subject to stress — to haranpue and -harass distressed candidates. The deliberate
creation of stressful environments, you might argue, is justified if the vacant job
involves stress. Bul the ability to handle an aggressive interview proves only the
candidate’s ability to handle an aggressive interview, it does not necessarily reveal
the capacity 1o cope with stress and aggrcssmn out51de the artificially constructed
interview situation.

- Inquiries should not be putin the forms leadmg questions, i.e., suggeslmg a

specific answer.

Using the questions and answers as guides, a progressive evaluauon cam be made of
information, obtained during the interview, co-related both with data prewously
gathered about the person, and his experience during the interview, Thus the primary,
function of a selection interview is to complete or correct the picture out lines of :
which are drawn up, in other selection procedures. Details of personality are filled ©
in during an interview depending on the impressions gathered, by use of objeclwe '
standards and tests, etc. e
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Activity D
Cast vour mind back to the last selcction interview you atiended cither as interviewer
or candidite. Respond ves or no fo the following questions:

¢ did the intervicw start on time?
was there more than one person on the interview panel?

was the interview panel well organised?
were the questions clear and precise?

was the environment friendly and relaxing?

were the questions relevant to the post?
was the candidate given sufficient time to respond to questions?

e was time allowed at the end of each inierview for the performance of each
candidate 10 be assessed and evaluated?

A negative response to any of Lhese questions indicales an area where the interview
technigue might be improved.

...............................................................................................................
-..........................................-....................-......--................-.........-.. .........
R T T kb

8.8 GOVERNMENT REGULATIONS FOR INDUSTRIAL
EMPLOYMENT IN INDIA :

While studying recruitment policy and procedures, it is essential to keep the legal
regulations imposed by the Central and State Government laws and rules in. view,
and abide by them. '

Broadly speaking, in India, the employees have been ‘divided’ into three separiiib
compartments under: .

a) The Factories Act, 1948.
b) The Industrial Disputes Act, 1947, and

¢) The Shops and Commercial Establishments Act, in various States,
as also Rules made under the above laws in various State_s.

Broadly speaking, the Factories Act and rules made thereunder, govern the
conditions for employment in factories, while Shops and Commercial Establishments
Act and Rules govern the conditions of employment in urban commercial
establishments, offices etc. More important is the distinction between ‘workman’ and
officers or management staff, which gives rise to security of employment and a legal

" right to raise an industrial dispute even individually. As a consequence, every
recruitment has to be made with full knowledge of the implications, that if once an
employee is recruited and confirmed after completion of probationary period, he
becomes a permanent member of the workforce of that organization. -

. It will not be easy to remove him except with tremendous effort and costs, since
absolute secunty is provided by the Industrial Laws & Rules.

" Selectinn and Hecruilment
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Moreover, since the terms ‘factory’, ‘Industrial establishment ™. “worker’, ‘workmen".
‘industry’, etc. have been used in various Acts and Rules in d&fferent contexts, once
has to be careful in understanding their implications before recraiiment for any type
of employees.

For instance, the definition of ‘workmen’ under the Industrial Disputes Act, may be
studied carefully.

“Section 26(s} — “Workman" means any person (including an apprentice
employed in any industry to do any manual unskilled. skilled, technical,
operational, clerical or supervisory work for hire or reward, whether the
terms of employment be express or implied,” ........... - but does not include
any such person .............

(i) who is employed mainly in a managerial or administrative capacity; or

(i) who being employed in a supervisory capacity, draws wages exceeding
one thousand six hundred rupees per mensem; or exersise, either by the
nature of the duties attached to the office or by reason of the powers vested

in him, functions mainly of a managerial nature”.

It may take epitomes to describe the implications of such an all pervasive definition.
Suffice is to mention that the history of Industrial jurisprudenc<e for the last more
than four decades includes innumerable disputes as to who is a ‘workman'’ eatitled to

“the protecticn of law, and security of permanent employment. in spite of serious

misconduct and disciplinary action, and who is out of its purview. These laws .apply
even to Government employment, Railvays eic. excluding only the members of the
three’ Armed Forces, and the pclice, but dicputes and strikes take place even there.

The ambit of this definition is so wide, that all staff and officers in any establishment

can be covered, except the top management. While realizing the grave implications_

of recruiting all categories of workers, staff and superwsors ete. (except top
management personnel), it is also necessary to comply with the provisions and rules
under the “Employment Exchange (Compulsory Notification of Vacancies) Act,”
1959, as amended, which applies to all establishments’ 1ncludmu factories and ofﬁccs
etc, in both public and private sectors.

This law casts an obligation on all employers to notify all vacancies in all
establishments (6 Employment Exchange, but does not impase an obligation to
recruit through Employment Exchanges in private sector only, While it is compulsory
for Government and public sector (including government companies, corporations,
as also co-operatives and local authorities) to recruit from among those referred by
Emnployment Exchange up to a certain stage (excluding senior officers or management
personnel). Similarly, the Apprentices Act, 1961, as amended. from time to time,
makes it compu]sory for all employers to take a number of 2pprentices in specified
trades, €.g. engineering factories etc,

This Act provides for régulation of (raining of apprentices in designated trade and
the Apprenticeship Advisor notified by Central or State Govt. may require an °
employer to engage a specified number of Apprentices, according to a prescribed
ratio of workers to apprentices, who will be treated as trainezs. Still the provisions
of health, safety, and welfare prescribed under the Factories Act, 1948, as also the
provision of the Workman’s Compensation Act, 1923 will apply to an apprentice or
trainee in case of a accident or injury. It may also be noted that an apprentice is also
covered by the definition of ‘workman’ under the Industrial Disputes Act, 1947, and
the Industrial Employment (Standing Orders), Act 1946, and thus gets the protection
of these laws and rules.

8.9 SUMMARY

\

In this unit we have briefly discussed recruitment process and policy. Beginning with
explaining the importance of human resources as an important asset of the
organisation, essentials of the policies and various processes have been outlined.
Selection and recruitment methods have been discussed adequately followed by
sélection process, test and interview. These points have also been discussed briefly
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in an earlier course i.e., MS-2 on Managing Men, you may refer to Unit 5 of the
course on Recruitment, Selection and Induction in Block 2 : Employee Selection,
Growth and Productivity, The unit ends up discussing compulsions imposed by
government laws and rules, as this knowledge is essential for every manager and
supervisor in India. '

8.10 FURTHER READINGS
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Scott, Walter D., Clothier, Robert, C., & Sprreigal, William R., Personnel
Management, Tata McGraw Hill, New Delhi, 1986.

QOdeome, G.S., Perscnnel Administration by Objectives, Richard D Ir\;in Inc. :
Homewood, Illinois, 1971. :
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+9.6 Placement

UNIT 9 INDUCTION AND PLACEMENT

Objectives

After going through this unit, you should be able to:.

¢ creating a favourable impression on a new employee for the organisation;

® promoting right kinds of attitudes towards the organisation in other employeés;
¢ facilitating learning right methods for performing the job;

¢ developing _a-sense of belonging to the organivation:

® including a spirit of team work; and

® clarifying terms and conditions of employment to a new employee.

Stru_cture

9.1  Introduction ]

9.2  The Importance of Proper Induction -
9.3 Induction Process =~

9.4  Induction Programme

9.5  Need for Appreciating Escalating Costs and Legal Regulation, in India
9.7 ° Induction as an Integrated Part of Training _

9.8 Summary .

9.9  Further Readings

9.1 INTRODUCTION

As soon as an employee is recruited the first step relates to induction or orientation.
Attempts are made to introduce him to his, job, his fellow workers and his

surroundings.

. Induction or orientation may be defined as 2 process of guiding and counselling the

employee to familiarise him with the organisation and his job situation. This exerts
a marked influence on his job tenure and effectiveness.

The induction process accomplishes several objectives including formation of a .
favourable impression of the organisation,.- attitude development, the feeling of
belonging, facilitation of learning and teamwork with other employees. It minimises
employee grievances frustration and turnover as also helps in the attainment of
numerous training objectives,

The induction programme clarifies the terms and conditions of employment,
communicates specific job requirements to the employee and provides confidence in
the company as well as in their own ability to accomplish the work assigned
effectively. | :

As regards the contents of the induction programme, it embraces a wide range of

“items usually embodied in the employee handbook or manual. The contents of the

induction programme should be predetermined in the form of checklist specifying the
topics to be covered. Atternpts should be made to follow-up and assess the
programme by interviewing the new employees as a measure to correct the gaps in

 the knowledge and attitude of the employees:

_"Ea_:p'licitly. induction is a line responsibility supported with staff advice and guidance.
" The Supervisor, foreman or Manage: should be trained in the induction process, and

care has to be taken that he does not entirely delegate this crucial responsibility to

" {ellow workers. The Personnel Department should be made respongible for training

the Manager, Supervisor, or foreman in this respect, and evaluating the programme_
periodically. Several induction methods can be used depending upon the needs of the

_organisation. It may, however be noted that specific methods are effective for specific
‘category of employees which should be determined through intensive research

programmes. Several methods of training can be effectively employed for inducting

- new employees.
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:9,2 THE IMPORTANCE OF PROPER INDUCTION

Induction is the process of introducing new recruits to an organisation and explaining
their role within it. It usually begins with a guided tour of the building cte. Induction
is important because impressions gained by new employees during this period can
influence their perception of the organisation for many years to come. Aslo, good
induction procedures help employees fit inté strange and initially uncomfortable
_environment quickly and without fuss. Newcomers invariably join the organisation
wanting to succeed. They wish to do a good job, to be accepted by their colleagues,
and generally to become part of the organisation. Induction procedures should help
recruits achieve these objectives. .

It may be regarded as a positive step, as distinguished from the negative weeding oul
unsuitable candidates during selection Placement means the assignment of specific
jobs to individuals, and their adoption or assimilation in the working team or family,
As a matter of fact, induction is the process by which effective placement is

accomplished.

The term “induction™ means installation or initiation. The new recruit is 'msla]_led
into a position or job, and initiated into the team that makes up the work-force of
the organization. :

The process of initiation may be’informal, as it generally'is in smaller organizations;
while in larger organizations it included a services of steps by which a new recruit is
aided in fitting into the organization, becoming acquainted with supervisors and
fellow employees, and achieving a personal adjustment to working relationships. The
first weeks/months involve extensive and difficult problems of personal adjustment,
especially for new employees. The whole situation with its time-keeping schedules,
new supervisors, informal social systems, hostile group behaviours, social structures,
work-load, internal cliques and possible favouritism and vested interests is likely to
be very different from earlier experience; and therefore it is a difficult one.

Policy on induction and placement simply proposes that new recruits shall be ‘made
to feel and develop themselves as a part of the organization as early as possible. It
‘may involve several steps:

a) Apart from a guided tour of the premises, it would need formal/informal -
introduction to supervisors, [cllow workers, adopting right methods of
performing the job assigned ete.

b) It may require vocational guidance; for the particular job or trade, or skill or
profession, due to either change of job or technology, or environment, to
facilitate his absorption into the organization.

¢) The guidance process requires carefull balancing of interests and apltitudes of
individuals against long-lerm prospective job-requirements. Those who are made
responsible for providing such guidance need the same skills in assessing
aptitudes, inlerests, and related traits that make up human personalities required
for effective selection. :

Induction of New Employees Checklist

New employces need certain information to help them settle down and become
eilective quickly. Induction should be started off in the personnel department, where
new ¢mployees should be received on their first day at work. Department managers
have a responsibility o ensure that their initial training is continued in the workplace.
Since o new recruit cannot be expected 1o absorli all the information he needs in one o
day. the induction pracess nray take place over a period of 1wo or threc days and
shouid be completed by the end of the first week. The extent of induction will depend

on the eyperience or seniorite af the new reerait . 17
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9.3 INDUCTION PROCESS

Iritial induction is best undertaken by the manager or supervisor. The recruit should,
be introduced to the people whom he or she is to work (write their names down on
a4 piece of paper and give it to the recruit-names are quickly forgotten on the first
meeling) and to the person to whom the recruit is responsible. This latter individual
should be instrucied to help the recruit in every way possible and (o be a friend and
adviser during the newcomer’s first couple of week/months. The recruit should feel
free to approach this person at any time in order to seek guidance on any problem.
Arrange to sce the recruit at the end of his or her first day, and again at the end of
the first week 1o discuss progress achieved during induction.

A good induction procedure causes the recruit to feel part of and committed to the
orpanisation and to be partly socialised into its working methods, norms and
interpersonal relations. The newcomer should understand the internal-communication
sysiem and be able to find things out independently. Often, new jobs are associated
with new and unfamiliar travel.and work routines, new relationships and possibly a

"change of home and thus might create high levels of anxiety. Recruits can easily feel

bewildered and unwanted by the existing staff and much sympathy is needed during
this-potentially harrowing experience. Adapting to new circumstances and rational
decisions can only be taken after a reasonable setting-in period has elapsed.

Recruits need to know where they should go for help if they e_xpcrience problems.
A new entrant should be teld what to do if he or she:

# has a problem with money or Lnderstandmg the wage/salary system;
has a medical problem;

fecls that working conditions are unsafe or unwelcome:

does nol get on with other people in the department;

has difficulty with the work;

is bullied or harassed;

has a complaint; -

does not receive adequale training.

The problems are lack of time for transmitting this information and the unsuilabi]ity
of the environments in which induction sor *times take place. No one is capable of
absorbing large amounts of (perhaps uninter -:ting) information in one go, so
induction should be staggered. Try to make the : vesuit feel welcome. Do not repeat
points already made at the interview or in the -ritten job-description circulated 16
candidates al the time of application; expand on the information the newcomer
already-possesses.” Explain Lhe organisation-structure the recruit’s duties and
respensibilitics, training and promotion opportunities and 5o on. At some point you

“will have 1o explain expected performance and quality standards and the norms of

behaviour and protocol already established within the organisation. Some
organisations issue siaff handbooks to employees which detail general health and
safely matters, security arrangements, performance appraisal systems, formal
gricvance procedures, etc. These manuals are particularly suitable for mundane and
infrequently encountered problems such as ieave, salary sales, gratuity, etc. bul not
for other more urgent issues such as discipline, overtime requirements and
(importantly) the whereabouits of fire exists, fire fighting cquipment, firstaid f.:uluu.s
protective clolhmg elc.

Aclivity A
Dioes +onr argesi-oton have i irdiaaon programme for new recruits? I s0,
examing the vor I!. rt ol the programme. how long i Wasts and how useful new recruils
fingd the exeriise.

The niture and the duration ol the ]'11'01 rumcre wib vary from firm o brm Luige
Tivms may arrange for all new recruits to e by U hit tagzthes for s hulgcay . one day
Gfeveg ene week i ihe Irsing Lii‘l,‘:!r'!-. L Ui good practiee. inall organisitions,
10 nlace & neweomer with ot apenienced ismber of statf, who cun give guidunee on
procedures ete.-and offer support.

The objective of anv good induction programme is 1o help thé new recruir to settle
inro hisfer nesw environment. .




9.4 INDUCTION PROGRAMME

The following activities should be undertaken by the personnel department and the
department in which the new recruit is placed in.

In the Personnel Department

1) Welcome to the organisation,

2) Receive any other necessary documents and informations (e.g. details).

3) Explain what the company does, its history, and his own place in the group.

4) Describe to him the work of the new cmployee s departmen[ and its relationship
to other departments.

5) Give the new recruit a company employee’s handbook (if one exists).
5y Drawn his attention to the rules that need particular emphasis.

7) Where appropriate or necessary explain the trade union position in the
organisation.

8) Employce welfare refer (o the retirement benefits, pension and life assurance
scheme and any other scheme that he should know aboul (e.g. swkness benefit;
suggestion scheme*.

9} Ensure that he kno“s the correcthours of work, rate of pay when payment can
be expected and sickness and holiday entitlement.

10) Explain the importance of regular attendance.

11) Indicate the sort of training thar the new employee will receive and his carcer
prospects.

12) Answer questions, that an employee may have.

13) Take the employee on a brief tour o give an impression of the work of the
organisation ending in his department. Hand him over to his manager.

14) N.B. A prepared flip-chart showing the sections of the organisation etc., is usclul
1o induction.

In the Department .

1) Welcome 10 the department

2} Explain the work of the department

3} Explain what the employee will be doing,

- 4) Ensure that he &nows:
a) The relevance of his & his department’s works to the organization,
b) The organisations’ goals & policy
c) The procedures. '

5) Explain the 1mp0rtance of safety, go through any safety rules that apply, explain
what 10 do in the event of an- accident and if there is a fire.

6 Introduce the new recruit to the person with whom he will be having training.
7} Introduce the trade union Tepresentative, where appropna!e

8) Introduce other members of the department.

9) Start the empleyee’s job-training as appropriate.

10} During the first day, check that the employee is progressing satisfactorily.

Inductiom and Plagennont
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11) Atthe end of the second day, sit down witl: the traince, discuss progress, ask for
and answer question.

12} On subscquent days, check progress at least once. and at the cnd of the [irst
week have a throupo discussion to ascertain whether he is grasping the job, and
is satisfied with the organisatici.

The induction should be appreciated as a complex process. It cannot be properly
concluded with a short arientation »regiaiame. Perhaps rapid-fire injections of a
concenirated dose of information may not be effective. As the employee picks up on
his new job, he may have many questions which he may hesitale 10 ask in the
beginning. Hence the process of induction has to be continucd for several weeks or
months. The {ollow-up is & continuing procedure of greatl importance.

Starting with preliminary counselling interview, many large organisations provide a
number of formal orientation sessions, lectures may also be supplemented with
literature and also audio-visual programmes such as charts. pictures, slides and films
etc.

The induction procedure and orientation problems are more complicated when new

employees are Lo be posted to other offices or branches throughout the country. as
the case may be in sales ele.

Induction is not complete without a foliow-up which is essentially an audit of the
entire procedure, and an apprwisal of the success with which a new employec becomes
adjusted to the organisation.

9.5 NEED FOR APPRECIATING ESCALATING
COSTS AND LEGAL REGULATION IN INDIA

It appears that barring a few multinational companiesfinstitutions who follow their
parent company praclices, scientific methods of regular induction and proper and
careful placement of new employees is virtually unknown in most Indian
organisations, The government, semi-government and public sectlor and other
sulonomous grganisations spend large sums of money on adverlisements, anu
selection, but after recruitm 'nt, new employees are just left on their own o grope
their way into the dark and long alley’s of huge monolittic organisations. where they
are at the mercy of olten ill equipped, nonqualified and mostly prejudiced old
supervisers and managers.

In this context, the case of a large public sector corperation come to mind which has
five {actories alt over India.” A huge povcrnment company employing about 25
thousand employees in [ive {actories and a dozen offices, 11 was enthused with the
idea of recruiting first class qualificd engineers and Managements gradutes 1o
streamline its managerial cadre. Huge advertisemenis were issucd in many All Tndia
newspapers, thousands of applications were received. and a firm of psychologists was
employed 1o lest and screen and short list most suitable [ew score candidates, who
were interviewed and selected by a high powered selection commirtee at seven main
metropolitan cenires. All this entaited an expenditure of many lacs of rupees in terms
of fees to consultants, siationery, paper and postage costs, travelling allowances cte.,
not o mention the tremendous time and other costs incurred by more than a dozen
senior managers and directors of the company. The total direct cost of recruiting and
engineer worked oul to about Rs. S0.000/- per head on a rough estimate and about
150 were recruited and asked to join, Morc or less the same story is repeated in huge
public sector corporations ltke steel plants and other large organisations.

However, the net result of this costly exercise was that 60% of the new recruits left
within 2/3 months of joining since 1he organizational climate was hostile. cinployment
conditions were inadequate and irksome, the old supervisors and mhnagers were
inimical 1o these highly qualificd engincers since they perceived them as a threat to
their huge money of mismanagement, and no induction programme was drawn up.
Most important of all, the organisation was already overstalfed with nonguahihied
supervisors and managers, and they could not be responsive 1o any chunge.

More or less the sanwe story is repeitesd inanost public secior nndoriakings.
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In the government departinents, the case can be worse.

In privat: organisations. barring a few compitnies, which may be exceptions, nobody
has the time to devote to such unproductive (in their view) activities. The personnel
man cannol do much in the absence of cooperation form the line managers and staff.

Through there is acute death of properly trained people, who can be deliver the
goods. most organisations are either unaware of the neced for organising proper
induction and placement programmes, or think it is an unnecessary cxpenditure.

Without proper induction and training an employee can be only partially productive
in his assigned job.

Probation

Apart from all these. more important in the Indian conditions are (he legal
regulations, which require that after usually 1the probation period which is 15 days in
employment in factories, and 3 to 6 months in other establishments, an employee
shall be automatically permancnt. In initiat employment, within the probation period,
witich is not more than 3 10 6 months, if a new employee is not found suitable he can
be discharged. But after the completion of the probation period he/she becomes a
confirmed employee, and if turns out to be unproductive, becomes a hab|hty to the
organisation.

The discharge of an employce aller his completion of probationary period, is an
extremely difficult task, and involves all the steps of disciplinary action, as laid down
under the Industrial Desputes Act, which is very cumbersome, time-consuming and
frustrating exercise, and if there is any deficiency in following the procedure
according to the letter of law zr any stage, it can give rise to an industrial disputes
which can run into courts for a many many years, involving the organisation in a lot
of costs, as well as sometimes contributes to loss of face, since dlschargcd employees
are either reinstated or have to be paid compensation for years. The main law having
a bearing on this are the standing orders, which have to be framed by the employees
and certificd by the State or Central Labour Authority and which have statutory force
under the Industrial Employment {(standing orders) Act, 1946. In India this takes
place of a contract of employment.

Moreover. any discharge can give rise 10 an Industrial Dispute, even by an individual
under the Industrial Disputes Act, which under us definitions of "“Workman™ covers
most of the employees und supervisors as explained earlier, '

After initial selection and recruitment, in order to train a new recruit to become
productive and efficient. proper induction and placement are two very important
stages which have 1o be planned and implemented carelully.

In most establishments/organisations the above Industrial laws and rules are
appticable, and it is imperative (o take note of the relevant prows:ons of laws and
rules before dddmg new employees (o the worL lorce,

9.6 PLACEMENT

Placement or actual posting of an employee to a specific job has an experimental
element in it, for mosl employee is a decisive step. The department head/supervisor
should be able to accept him as there is sufficient reason to think that the new recruit
can do what the job demands, {job requirements) imposes (in working conditions,
strain etc.), and offers (in the form of pay, job-satisfaction status, companionship with
fellow workers, and promotion prospects) etc. Though it is very difficult to match all
these factors, yet both the personnel department,.and thc line-staff have to
co-operale Lo achieve it.

For reasons of the new employees’ compatibility and his .acceptance by the line, he
isusually put on probation for a specified period during which he is on tral. It may
_vary from few weeks or months, and somelimes a year or two as in government.

However. in case during this Lrial period he is not found acceptable to the line
department, he may again be interviewed by the personnel depariment to explore
the possibilities of fitting him into another job, whlch may be more suited to his_

Inductlon and Placement
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qualifications, aptitudes, or previous experience. Such a second placement is
sometimes known as “differential placement”, which is becoming more relevant in
this country also due to fsing costs of recruitment and selection, and obeying
employees attitudes, with the spread of higher and better education, and fast

developing higher standards of Jiving.

57 INDUCTION AS AN INTEGRATED PART OF
TRAINING

As a matter of fact, a properly planned and exccuted induction programme, forms
an integral pant of training. The test of follow-up of the new employee lies in the
assurance of his and adjustment into the new surroundings, and environment. If the
line department/supervisor has taken proper and constructive interest in the new
employee, his fitness and acceptability Lo be a member of the working group/team in
which he has to work, is assured.

I{ 1his task is viewed by the Industrial psychologist or the sociologist it is likely to be
described as a problem in assimilation, which a supervjsor may call “tleam work™.
The management and supervision should have sensible concern for proper induction
of the new worker to produce desirable results in the attitude of the new employee,

which is the ultimatc aim of training.

9.8 SUMMARY

This unit explains the importance and need for proper and sysiematic induction of a
new employee in the organisation. It also outlines the process and the need for
methodical induction programmes, since they are in a way preliminary to “training™.

It points out that the escalating employec costs, and legal regulations in India make °
it imperative o exercise due care in the first few weeks or months, since after the
probationary period an employee becomes a permancnt member uf the organisation.

9.9 FURTHER READINGS
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“10.1  Introduction

UNIT 10 PERFORMANCE AND
POTENTIAL APPRAISAL

Objectives

After going through this unit, you should be able to :

e understand the need for performance appraisal;

. apprectate importance of performance appraisal;

® learn about performance appraisal frethods and procedures;
¢ adopt result-oriented interview methods;

e realise the need for selection and training of appraisers;

® appreciate the difficulties in the Indian context.

Structure

10.2  Types of Performance Appraisal -

10.3  Objectives of Performance Appraisal

10.4  Essential Steps in an- Appraisal Programme
10.5  Appraisal Process ‘ '

10.6  Methods of Performance Appraisal

10.7  Appraisal Interview

10.8  Improving the Appraisal Procedures and Forms

10.9  Managers should discuss Review with Employees
10.10° Potential Appraisal and Review .

10.11 Self-Appraisal and Peer-Group Evaluation

10.12 Some Problems in the Indian Context

10.13 Summary

10.14 Further Readings

10.1 INTRODUCTION

Though Scientific Performance appraisal began as a corollary te management by
objectives (MBQ), today many organisations that do not operate MBO, still have

* performance appraisal programmes. In performance appraisal Managers opinions of

subordinates work are stated openly and officially and may bechallenged, Managers
frequently make ad hoc judgements about employees, but are loath to discuss the
grounds on which they are based. Performance appraisal replaces casual assessment
with formal. systematic procedures. Employees know they are being evaluated and
are told the criteria that will be used in the course of the appraisal. Indeed, knowledge
that an appraisal is'soon to occur could motivate an employee into increased effort
aimed at cnhancing the outcome of the assessment. Other advantages of performance
appraisal include the following; .

® It generates useful information about employees and the true nature of their
duties. Unknown skills and competencies might be uncovered, This data can be
incorporated into an organisations human resource plan, and hence assist in
avoiding compulsory redundancies, in career and management succession planning
and in identifying needs for training and staff development.

® Managers and subordinatesare compelled to meet and discuss common work’
related problems. Appraisees become aware of what exactly is expected of them,
and of their status in the eyes of higher authority. Since performance appraisal
forces superior and subordinate jointly to investigate problems, it guarantees the
participation of lower graded employees in matters that affect their working lives.
Subordinates should be better motivated in consequence of such involvement.

® Performance appraisal monitors the feasibility of targets set in management by
objectives programmes. Fecdback to higher management on problems
encountered when implementing polities occurs. It creates a cheap and eflective
early warning system within the organisatién’s management information structure.
;
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Fresh targets discussed with and endorsed by subordinate are cstablished for
future. The importance of performance appraisal as a valuable and indispensable
function in the human resource development programmes has to be properly
understood and appreciated by managements. Four main generic functions are
performed by human resources development systems in organisation: selection,
appraisal, determination for rewards, and development. These four functions
reflect a sequential set of management activities that are important in terms of
augmenting productivity of human resources. From this perspective, performance -
is the central value that management tries 10 inq'ulcate.

Pcrformance is a function of:

* determmlng job criteria and selecting those mdmduals who will be besl able to
perform the required organisational tasks;

& motivating employees through reward systems in appropriate work climates, and;

® developing those employees by improving their job skills and preparing them for
higher responsibilities.

The key to adequate employee-selection, motivation, and development are
comprehensive matching processes that are capable of providing valid information
about employecs. From this perspective, the appraisal system s recognized as the
crucial human resources activity. The primary functions are: '

1) To define the specific job criteria against which performance will be measured.

2) To accurately measure past job-performance.

3) To justify the rewards given to individuals, thereby dlscnmmatmg between high
and low performance.

4) To define the development experience the employee needs to cnhance
performance in the current job, and also prepare for future higher responsibilities.

In the process of fullilling these four purposes, a weil designed appraisal sysiem would
also provide, at an aggregated level, a profile of the organisation in terms of its human .
resources strengths and weakneses, an inventory of employee’s skills and experiences,
and an evaluation of the firm's human resources capital.

10.2 TYPES OF PERFORMANCE APPRAISAL .

The main types of appraisal scheme can be broadly divided into group-based schemes
and individual-based schemes. Group-based schemes [all into thé following

" categories:

1) Management group appraisal
2} Staff-group appraisal

3) Committee appraisal

4) Peer appraisal

In the management group appraisal a manager and two or more others at his level
can appraise the manager’s subordinate. Such a scheme can eliminate personal bias
and, by bringing a broader perspective to bear on the appraisal process, it can rsult
in a balanced evaluation based on several opinions. On the other hand these
advantages may be offset by too much time being wasted in attempts to get a number
of busy people together on several occasions, This could bring out some key points
of performance, noticeable only to a superior, being overlooked in everyday routine.

The staff group appraisal is becoming increasingly common with the rise of the
specialist “Management Development Exccutive”. In such a scheme, the staff man
regularly sits in with a group of managers appraising subordinales, and coordinates
and assaciated records and other paperwork. The staff group type of scheme can have
several advantages. By having an ‘outsider” present o coordinate the progedures, the
element of proposal bias in the appraisal is likely to be reduced. In particular, if lhe
staff man asks questions of the appraisers the whole précess will be more
comprehensive and this should lead to a more balanced evaluation than might
otherwise be the case. The main disadvantage of this type of scheme is that the staff

" man may play too prominent a role and thus management will not consider appraisal

as part of their job but rather as another personnel gimmick!
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Commitiee appraisal and peer appraisal are less common types of group-based
schemes. The committee appraisal is one where the same group appraises ail the
members of a subordinate group. The advantage of this approach is that it provides
an opportunity for uniform comparisons. It is, naturally, more appropriate in those
situations where most of the people being appraised are doing the same type of job.
"“The major disadvantages are that it can detract attention from the individual and
hence place less emphasis on development than other types of schemes.

The superior/subordinate appraisal is one of the most common types of-appraisal
scheme. It consists of the superior directly and singly appraising his subordinate (e.g.
Annual confidential reports in Govt.) Recognizing the fact that in any organisations
this is a regular process, regardless of any formal schemé, where it is formalized it
has certain advantages. It is economical in time, it can be kept confidential and it
should lead to a clearer understanding between the Manager and the subordinate.
On the other hand, it can often be influenced greatly by personal bias, and recent
_ events, good or bad, can more easily influence opinion than would be the case'if a
number of people were bringing their judgement and experience fo bear-on the
appraisal.

- A Mulup-e appraisal can, to some extent, overcome this danger of personal bias,
since it requires several people at the same or different levels of responsibilily to
apprase an individual separately. The results are coordinated by a staff specialist and
iben sent to the manager concerned for him to consider the appraised subordinate.
However, thie lack of an opportunity for discussion can lead to an unbalanced
appraisal.

It is important that the manager should share his responsibility for manpower
development with others. He can be greatly assisted by staff specialists, provided that
itis recognised that the responsibility.cannot be fully delegated to the staff man. The
two-level appraisal has the merit of sharing'the responsibility, since the employee is
appraised not only by his manager but also by the next in line above. However,
many schemes do not sufficiently involve the most important person in the appraisal
and development process be the employee being appraised.

If a scheme is to make a real contribution to self-develoPment then it is necessary
from the outset that it be planned to involve the employze in the' various stages of
the appraisal process and the determination of the appropriate action required to
assist him in his'development. :

10.3 OBJECTIVES OF PERFORMANCE APPRAISAL

" The aim of most performance appraisal programmes is to encourage the employee
to set up his own objectives for the next time period-—following the review of his past
performance, in order to improve his performance on the job. These objectives
should be mutually agreed; for the next. twelve months. As far as possible, every
employee should be made aware of the organisations objectives, since these provide

- a basis for the individual’s performance objectives. The other basis is the aspirations

. and wishes of the employee himself. A knowledge worker wants a larger say in how
he should perform. In order to set worthwhile objectives, it is necéssary for both

. manager and subordinate-to be clearly aware of three aspects of performance:

® the main aim to be achieved;
& the key tasks in achieving the main aim;
e the results which have been achieved.

The main aim of a job is what lhe employee is paid to do, be it production planning,
selling products or maintaining accurate accounts or doing some other types of job
in an orgamsauon .

The key tasks in achieving the main aim should have been fully consndered at the
. time of completing the Performance Review Form.

Similarly , the results which have so far been achieved should have been rated above
or below the required standards. The completed form, therefore, provides a guide to
job-objectives in terms of developing current performance and potential.

" Performance and Potentiad Appraisal -
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Performance objectives will be of three main types:

& rcmedial objectives;

‘e developmental objectives.

® innovative objeclives.

Remedial objectives are those which are aimed at improving performance which is
not up'to the standard required. The extent to which such. objectives should be
encouraged will be dependent on the number and nature of the needs which have
been recorded on the review form and discussed at the interview, :

'These pbjectives are often the easiest to set, but as they are mainly concerned with
uetling performance up to par they should not be the limit of objective-setting at the
inerview/discussion.

Developmental objectives may relate to the current job or to a forthcoming job. In
some cases they will involve reinforcing the strong points which the individual has
displayed in his performance; in others they will require the acquisition of new skills
and knowledge 1o cope with future challenges. Such objectives should 'stretch’ a man,
but should not be unrealistic and impossible to achieve. These developmental
objectives should be one of the main instruments used by a manager to stimulate the
arowth of his subordinates. o

Innovative objectives are the most difficult 1o set but can bring the greatest rewards
to the individual and his organisation. Such objectives are designed to discover ways
of dealing with a new task or to develop better ways of dealing with existing tasks.

10.4 ESSENTIAL STEPS IN AN APPRAISAL
PROGRAMME

As in most other personnel programmes, performance apprajsal fonns a line
responsibility 10 be accomplished with advice and'help of the personnel department.
Indeed, the appraisal programme is likely to be an utter failure if it lacks the support
of top management, if supervisors are not adequately trained or have no trustin its
value, if the results of perfarmance appraisal are not discussed with the subordina :s,
and If the appraisal is not used to serve the purposes it is meant for. Th_erefore,'
several steps may be taken to develop and administer the programme effectively:

1) The personnel department should attempt to obtain the agreement of line
management in respect of needs and objectives of the programme. A choice has
to be made-among different kinds of appraisal methods judiciously.

2} The personnel depattment has to examine the plans of other organisations as well.

as the relevant literature in.the fieid to formulate the most suitable plan for the

appraisal programme. :

1) Efforts should be made to ebtain the cooperation of supervisors in devising the
appraisal form and discuss with them diffetent factors to be incorporated, weights
and points to be given to each factor and descriptions or.instructions to be
indicated on the form.

4} The personnel or industrial relations manager tends to explain the purpose and
nature of the programme to all the superiors and subordinates to be involved and
affected by it.

5) Attempt has to be made to provide intensive training to all the
appraisers/supervisors with a view.to obtaining unbiased, uniform appraisal of
their subordinates.

6) Care may betaken to acquire fine and staff coordination and mutual checking of

appraisals with & view to achieving intra-and inter-departmental consistency and
uniformity. X

7) ‘There should be an arrangement for periedic discussion of the appraisal by the

superior with each of the subordinates where attempts may be made to stress good
points, indicate difficulties and encourage improved petformance. Explicitly, in
this context the discussion should be’in the form of a progress review and every
opportunity should be given 10 the subordinate to express himself, if he feels that
the appraisal has been biased and that it should be otherwise,
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8) As'soon as the appraisal has been Guly discussed, attempls may be made to Performance and Pasentior Apypraiod

recommend [or salary increases or promotion, if these decisions seem plausible in
the light of appraisals. .

9) There should be provision for challenge and review of appraisals if the employees
or their union representatives are dissatisfied with the personnel decisions which
the management has taken on the basis of these appraisals.

105 APPRAISAL PROCESS

~ Perhaps the least liked managerial activity is doing the annual performance appraisal,
The activity is often only a perfunctory paper exercise. Performance appraisals are
like seat belts; everyone agrees that they are important and that they save lives, yet
no one uses them. Similarly, the problem with appraisal systems includes poorly
designed procedures, a psychological resistance of the managers to give,negative
evaluations, and a perceived invalidity. The appraisal system, nonetheless, is central
to human resource management, It contributes to three essential procesees :

§] Rewards can be alloczted in relation to performance only through the use of an
appraisa system by which pcrformancc-can be measured. Such appraisal systems
range from subjective personnel evaluations to impersonal criteria based on
profitability. produclivity and other quantitative measures.

23 Human resource planning relies on valid appraisals. A current inventory of talent

*can be made only through a valid appraisal process that shows those who have
bcen performing well, those who have not. In addition, future human resource
projections must be based on an assessment of the potential of the employees,
which is indicated by the appraisal process. Without the data provided by a valid
appraisal, such forecasting is impossible, as there is no basis for making
predictions.

3}) The development process is also built on the appraisal process. Based on an
assessment of an individual's performance and potential, both the individual and
the organisation can plan fer future training and devefopment. A weak database
may lead to a hit or miss training program and retards development process.

Performance Appraisal Process

Some Social Psychology Researchers think that performance appraisal has three basic
functions. Firstly. it secks 1o provide an adequate feedback te each individual on his
or her performance. Secondly, it purports to serve as a basis for improving or
changing behaviour towards more effective working habits. Thirdly, it aims at
providing data to managers with which they may judge future job assignments and
compensation. However, the existing systems of performance appraisal do not serve
any of these functions eftectively and focus on behaviour, but on outcomes of
behaviour.

10.6 METHODS OF PERFORMANCE APPRAISAL

The narrow interpretation of performance appraisal is considered as a post-mortem
of a subordinate’s performance by his superior during a predetermined period of
time; often, the preceding year. It involves assessment of performance vis-a-vis
specified criferia or in terms of a particular method of rating. This is pretty common

it govemment in the form of “Annual Confidential Reports”, and also in public
sector industries. However in private industry, more systematic performance
appraisal, also called merit-rating or employee-rating in some organisations, has been
developed to some extent. These appraisals are often needed as a basis for selecting
candidate for pmmouon to better jobs (hence sometimes catled * potenual
appraisal®) or giving merit increases in pay. :

Formal appraisal programmes reduce the element of favounusm and snap judgments
in promotion decisions by managers. Appraisal is exclusively subjective, but it should
be based on a review periodically against specified factors.

Performance appraisal is ultimately a line responsibility, but should be planncci_ with
right advice and assistance from the personnel department. It may be necessary to

37




sctlon Arens ; lusues od Experlmees

provide some training to managers and supervisors before they appraise their
subordinates in order to get unbiased and constructive evaluation.

Maximum line and staff coordination, and mutual checking and consultation at each
stape of performance appraisal process is nccessary.

Performance Appraisal Reports are histortcal in nature. They analyse periodically an
employee's past activities with a view to improving future performance. A review will
investigate the appraisee’s personal strengths and weaknesses and seeks Lo discover
fresh opportunities for improving eflficiency. Reasons behind successes or failure are
discussed and the factors preventing better performance are identified. There are
three major methods of appraisal; the free report, the checklist and the analysis of
critical incidents. The first requires assessors generally to evaluate the employee's
overall performance without going into detail over specific issues. The appraiser

'writes in effect an essay about the subordinate. structured in form, length and using

criteria selected by the appraiser. Alternatively. an outline structure may be imposed.
with suggested headings for such things as technical competence . communi :ations
ability, willingness to cooperate with others etc. to direct the appraiser’s thoughts and
commenis. Although a request for a free report compels a supervisor to think
seriously about a subordinate’s qualities, and although the appraiser can concentrate
on those aspects of the appraisee perceived to be most important to his or her work,
difficulties remain,

® many managers have difficulty in translating thooghts about a subordinate into a
formal writlen report; they might have forgotten about important aspects of the
'subordinate’s past performance,

® managers are busy people, and might leave undone or treat superfictally this
time-consuming and troublesome activily,

& the chosen criteria might be ill-defied or inappropriate, so that comparisons
between the performances of one subordinate and others are impossible.

. The second rrethod requires the assessor to report on cach of severa! charactleristics

mentioned on a predetermined checklist in respect of each subordinate. Headings for
assessment could include punctuality, reliability. enthusiasm. productivity. speed of
work. accuracy of work and so on. Often. however. assessors rate ncarly everyone

" as average for most categories. Thus the system might insist that only a specificd

proportion of evaluations be placed in central categories. The scheme may require that
assessors award scores from one to ten for each. Attribute or assessors might allocate
workers to various grades of ability (for example : poor, below average. above
average, outstanding). Allernatively, assessors moy be asked o place u tick alongside
one of a number of statements about the appraisee’s ability in a certain area. For
example, in evaluating an employee’s initiative, assessors might select from the
following range :

always needs 1o be told what to do

frequently asks for instructions

requires supervision only occasionally

rarely requires supervision

TIGYEr requires supervision

offers new ideas, initiates activity.

Without doubt, a prepared list of headings associated with a rating scale that requires
the manager merely to place a tick in a box enables appraisals lo be undertaken
quickly, cheaply and with a minimum of effort on the appraiser’s part but the

outcomes may not be satisfactory. Hasty completion of such documents might lead
to carelessness and unfair assessments and the list of factors considered may not be -

relevant to the subordinate's work. A vast array of characteristics might be evaluated.,

yet only some of them should be considered. Office workers for example do not need

to be physically strong. Possession of a post-graduate educational qualification is not

essential for effective performance in mundane, repetitive assembly line jobs. Apart

from the headings for assessment previously mentioned (productivity, accuracy,

initiative, and so on), an appraisal form might ask the assessing manager to consider

the following attributes and characteristics : .

® know!vdge. skills and/or formal educational qualifications acquired arid/or utilised
during the review period, '

e abilities to delegate, plan, supervise, establish priorities, assume responsibility,
cope with stress. exercise leadership. '
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e personal qualities : appearance, personality, disposition, enthusiasm. compatibility
with colleagues, physical miakeup (healih strength).

e critical faculties : creativity, judgemental problem solving and decision taking
abilities. :

e interpersonal skills : verbal and written communication, willingness to accept new
ideas, relationships with superiors/subordinates/clients.

10.7 APPRAISAL INTERVIEW

As a manager conducting appraisals, he needs to do four things : assess the situation
confronting each appraiser, diagnose his or her problems, improve the capacity of
the subordinate to improve performance and monitor the success of the action plan
upon which they agree. One needs (o listen, talk ant reassure; use the techniques of
counselling (particularly empathy and non-possessive warmth, exude a quiet
confidence in ability to help the appraisee.

One should begin the interview with an outline of its purpose and of the assessment
criteria the comp -ny has chosen to adopt. The discussion should be serious and free
from outside interruption. Be friendly : do not threaten, bully or even hint of adverse
consequences resulting from the subordinate’s behaviour. After some
non-controversial remarks designed to put the appraisee at case. One may offer an
opinion of haw well he thinks he or she has performed during the review pertod,
focusing on the most positive aspects of the subordinate’s work. Then, having
congratulated the subvrdimate on successes achieved, ask whether he or she has any
thoughts about how performance might be improved. This, hopefully, will elicit from
the subordinate a statement of the problems he or she has experienced without your
nceding directly to point out that person’s inadeguacies. If it does not, being up the
topic of poor performance indirectly, concentrating on the issue rather than his or
her personal failings.

One should be in a position 1o be able to diags ose the causes of under-achievement.
Do not mention at this stage the potential consequences of continuing poor
performance. Instead, root out the histories of specific failures. Ask questions, look
for signs of distress or frustration as the subordinate describes particular issues.
Always emphasise that your role is to offer constructive support, not condemn or
discipline. Give the subordinate lots of opportunities to ask for your help and
guidance, to air grievances and discuss anxietis.

Relatively unstructured interviews are probably better for these purposes. The
subordinate should be able to challenge the accuracy or relevance of the assessment
criteria as well as the fairness of initial target and even your objéctives as an assessor.
Try to adhere to the for'oving guidelines :

® apply identical criteria t:* the assessment of each employee in a particular grade..
Avoid favouritism, bias and stercotyping {the creation of mental images of certain
categories of people, :

# and the expectation that all members of these categorics will be exactly the same),

» ensure that all information is available and use it all in your appraisal,

¢ be as objective as you can in inter preting information. Unfortuhately managers
sometimes interpret data in ways which lead them to conclusions they have
-already decided 10 make, seeing only what they want to see, hearing only what
they want 1o hear. Equally, managers can underestimate the difficulty of things

they personally find easy and they-sometimes notice and magmfy in others their-

ownt personal faults. -

In an ideal situation, more than one assessor would be involved in each appraisal
interview. Different managers perceive issues and subordinates differently and a joint
assessment would lead to greater consistency in procedures. In practice, however, the
overwhelming majority of apprajsals are conducted by a single manager, normally
the immediate superior of the person being appraised. Immediate superiors should
be fully conversant with their subordinates’ work. Note that the targets for future
activities agreed during appraisal interviews might usefully form an integral partof a
depart-'nenl s general acuon plan. Itis essentlal thercfore that the subordinate’s

Pufomlm and Potenvtial Appratsal -
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future progress towards achieving these targets be mentioned since unrealistically
high targets initially set during performance appraisals will inevitably result in
under-achicvements.

Appraisal interviewing is difficull. iy ofien 1avolve the discussion of personat matters
and, during an interview, both the appraiser and appraisee are likely to adopt roles
which d.ffer from the roles they normally adapt. Often, people play psychological
gamas during an appraisal interview. One powerful and increasingly popular mode
of analysing role playing behaviour is the methoed of transactional aualysis,

. introducted in the 1950°s by the American psychiatrist E. Berne.

Somd researcher's have suggested that #ss defensiveness and an open dialogue resulis
when the manager splits his or her role as helper from that as judge. This can be done
by having two separate peiformance appraisal interviews : one that focuses on
cvaluation nnd the other that focuses on codching and development. The open
prablem-solving dialogue required for building a relationship and developing
suburdinates should be scheduled at a'different time of the year than the meeting in
which the supervisor informs the subordinate about her or his overall evaluation and
its implications for retention, pay, and promotion. Such a split recognizes that
managers cannot help and judpe at the same without the behaviour required by one
role interfering with the behaviour required by the other.

Mauy performance appraisal systcms inadvertently encourage managers 10 mix the
role of judge and helper by providing only one evaluation form that ends up in the
subordinate’s personnel record. What is needed are two distinct forms and
procedures. The evaluation form becomes part of the personnel record while the form
that guides the development discussion does not.

10.8 IMPROVING THE APPRAISAL PROCEDURES
AND FORMS

The appraisal interview has multiple ebjectives. Therefore, it isn't surprising that
different objectives are besf met by somewhat different interview methods.

Directive interview : If the interviews’ objectives is to communicate a performance
evaluation or pay decision that has already been made the interview should take a
more directive form. The man-.ger tells the subordinate what the evaluation is and,

-to assure the subordinate about its fairness and the process by which it was

determined. The manager then listens actively, accepting and trying to understand

. the employee’s reactions and feelings without signalling that the performance -

evaluations is open to change.

If the manager has already evaluated the subordinate, any attempt to conduct an
open and participative dialogue to motivate the subordinate will fail. Such an
approach encourages the subordinate to try to influence the manager’s rating a-move
that puts the manager in the position of defending a final decision. In this situation,
the subordinate not only has to accept an evaluation that may be inconsistent with
his or her self-perception, but may also have to leave the interview frustrated by
unsuccessful attemplts to influence the manager.

As stated earlier. managers may be drawn into this situation by systems that provide
only one form for evaluation. An open dialogue cannot occur because the manager
follows the form mechanically in an effort to communicate accurately judgements that
he or she has alread: ommitted to paper. Corporate procedures that require the
manager's boss to review the evaluation before the appraisal interview, only increase
the manager's need to defend the rating and reduce even further the likelihood of an
open dialogue. & a participative problem solving interview. If the interview’s
objective is to motivate subordinates to change their behaviour or improve their
performance. an open pracess that includes mutual participation is xequired. The
approach takes the manager out of the role of judge and puts him or her into the role
of helper. The objective is to help subordinates discover their own performance
deficiencies and help them take the initiative to develop a joint plan for improvement.
The problem-solving interview makes no provision for communicating the
super\nsor s unilateral evaluation. The assumption underlying this type of interview
is that self-understanding by subordinates and motivation to improve performance




cannot occur in a scliing where the manager has already made judgements. and
psychologically separates hini or herself from the subordinate to avoid being sawyed.
The problem solving interview is therefore less structured. relies on the subordinate
10 lead the discussion inte problem areas. and relics on the manager to Jisten, reflect.

care. guide. and coach.

Mixed-model interview : When situational factors such as organizational, corporate
policies. practices aid forms. available time. and subordinate expectalions prevent
separate evaluation and developmental interviews. it is possible to design one
interview to achieve both purposes. The more effective way of implementing a
mixed-model appraisal interview is start the appraisal process with the open-ended
problem-solving approach and end with the more directive approach. If the
supervisor stars off with one way communication, real two-way communication and
in-depth exploration of personal and job performance issues is untlikely to occur.
Thus, interview should shart with an open-ended exploration of perceptions and
concerns witll the subordinate taking a lead. and it'should finish -with a more
closed-ended agreement on what performance improvements are expected.
Performace problen.s and improvements are agreed to jointly, but if such agreement )
is not possible. the ultimate responsibility rests with the supervisor. The supervisor
may choose to tell the subordinate what is expected if crucial problems have not been

discussed or solutions agreed on.

Activity A .
If you conduct appraisal interviews, spend a few minutes thinking about how you

structurc them. See if you can answer the foliowing questions:

how long do vou allow for an appraisal interview? .
where do vou conduect the interview and how do you set out the furniture?
how long do vou spend preparing for the interview?

do you plan what you propose to cover?

An cifective appraisal system can bring many benefits to,an organisation. but only
if staff are trained in the techiques to be used.

do you have all the relevant documents to hand, i.e. appraisal form, post reports?

'i0.9 MANAGERS SHOULD DISCUSS REVIEW
‘ WITH EMPLOYEES |

An appraisal interview which results in action to improve performance is probably
the most important aspect of the performance improvement exercise. Conducting

such an interview is nol easy. but by following a few simple guidelines it can become

an effective part of any manpower development system.

The main points to remember are: )
-1) the interviewer should listen at least as much as he tatks;

") the interviewer should concentrate on improving performance;

1) only the most important performance strengths and needs should be discussed;
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4) performance objectives and perscnal development plans should be mutually
agreed,;

5) an annual interview is-the minimum frequency which should be planncd more
frequent interviews are often desirable;

) keep the interview short, private and as uninterrupted as possible.

Hints on ‘how to interview' abound. Although these are useful, thre is a danger that
concentraling on lechniques or stereotyped approaches can obscure the purpose of
the interview—to listen and then inform, develop and encourage.

The manager should allow a definite period of tin e for each interview. The actual
length will vary considerably, but broadly speaking 1t should not be less than one
hour nor more than (wo. In some cases it may be preferable. to plan for a number of
short interviews rather than a single tong one.

Sclecting an appropriate place will be easier for some managers than others. Every

. effort should be made to ensure that the interview will not be interrupted. The place

selected should be private and comfortable. It should demonstrate to the subordinate

the importance which his manager attaches to the interview, but it should not over

overawe him.

It has always to be kept in mind that improved performance and development are
mainly dependent on the subordinate himself. The intérview provides managers with
an opportunity to stimulate and guide the development. .

10.10 POTENTIAL APPRAISAL AND REVIEW

Current performance as measured by the attainment of results, is not necessarily
correlated with potential for promotion. Yet many-appraisal systems do not
adequately provide for scparate evaluations of these dimensions. In the case of a
subordinate who rates high in current performance and low in potential for
advancement (or vice versa), a manager is placed in the situation of averaging his or
her unconscious assessment of these qualities and then defending an evaluation that
may be inconsistent with his or her perception and the subordinate’s self perception
of either performance or pelential alone. Even if separate evaluations of these
dimensions do not reduce subordinate defensiveness, they can reduce the manager’s
need 10 defend a composite rating that he or she cannot justify. Systems that separate
assessments of performance and potential increase the likelihood of a constructive
dialogue,

The purposes ol a potential review are o predict whether an employee is capable of
taking on more demanding work and the speed at which he or she lS capable of
advancing. Potential reviews are necessary Lo :

® inform employees of their fulure prospects,

® cnable the organisation te dralt a management succession scheme,

e updale training and recruitment programmes,

® advise employees of what they must do to enhance their career prospects.

The task is to match employee's abilities and aspirations with the firms organisations'.
forecast of requirements for managerial staff. A fundamenial problem here is the
tendency of superiors to assess subordinates according to successes achieved in their
current jobs, rather than on their potential for higher level work. Someone who
performs quite adequately at one level of management might perform abysmally if
prometed to a2 more senior post. Thus, employees may be promoted on the basls o
their achievements in successive jobs to the point where they cease to be cffectwc
and by then they already occupy senior positions where their incompetence causes
enormous disruption. Potential reviews should be conducted, therefoge, by people
who are capable of recognising in others aptitudes for higher management work.
Further difficulties arise when selecting the criteria to be used in assessing polential.
These criteria should relate to the job specifications of the positions to which those
under review hope to succeed.

A negative outcome of a potential review may damage the morale of the employee

criticised. and for this reason some organisations conduct such reviews in secret. On
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ithe other hand, knowledge of a negative outcome could stimulate the employee 10°
greater efforis and activities aimed at remedying deficiencies. Also, if the )
organisations manpower plan does not envisage promotion opportunities for a certain
¢mployee, it is really in the employee’s own interest to be advised to seek alternative
work.

10.11 SELF-APPRAISAL AND PEER GROUP -
' EVALUATION

Appraisal might be more useful to the subordinate and lead in the long-term to
greater efficiency if it is conducted either by that subordinate or by a colleague of
equal rank without authority to impose sanctions. Such appraisals may analyse issues
more critically than when subordinates fear the career consequerces of admitting
mistakes. Subordinales state, using any of the metliods previously discussed, how
they regard-their performances, the adequacy of the training they have received,
effects of alterations in job conlent, perceplions of key objectives and future
aspirations. They identify their own strengths and account for their failures and
weaknesses suggesting ways in which the firms might better use their talents, skills and
recently acquired experiences. There are, of course, problems with self-appraisal,
including the following : _

e many people are quite incapable of analysing themselves. It is unusual for
individuals to assess their own competence in other walks of life. At school, college
and during the early stages of a career the individual becomes accusiomed to being
directed and evaluated by others. The transition from appraisal to self-assessor
might require skilled and detailed guidance by someone already competent in
appraisal techniques. Most appraisees in lower level positions will have received
no training in self-analysis or appraisal. ;

® to the extent that appraisals form a basis for future career development, appraisees
might overstate their successes while ignoring their failings.

. OI.l the other hand, employees are compelled to think carefully about the adequacy
‘of their contributions, about barriers preventing improved performance, and about:
. their relationships with higher levels of authority.

16.12 SOME PROBLEMS IN THE INDIAN CONTEXT -

As mentioned earlier, in India the compulsions of legal regulations, and the definition
of “‘workmau™ and “industry™., (with their wide coverage) have left very little rcom
. for scientific and cbjective systems of performance appraisal.

It.should be pr0pérly understood that :

a) The government and their departments and agencies, public sector and their
organisations and autonomous bodies and institutions etc., are the largest
employers of manpowers.

b} The “promotion based on seniority” culture of government has its impact on all
other orgamsallons , €ven in private industry.

c) All employees, except the managerial one's are covered by the defimllon of
“workman”. They have a legal right to question, and raise an industrial dispute
on the managements systems and procedures of performance appraisal, assisted
by their Unions, Associations and Federations, which they have been doing in the
last four decades, taking them Lo courts.

Since the nineteen fifties, the matter of evaluation and promotion has always been a
bane of contention between the employees and employers, though even the Bank:
Commission Awards as early as 1954 has mentioned that it was not possible to lay
down any hard and fast rules for promotion in an Award.

However a large number of mdustnal disputes over methods of performance -
appraisal have bieen raised, and theré have been many cases where Industrial
Tribunals and courts have gone into such disputes, and given directives to employing
organisations interfering with the prerogative of management, R
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Industrial Disputes have also been 1aken to the highest court in India. The Supreme
Court has held several times that even in regard to promotion to a higher grade, it
ts dr sirable in order to obviate any charge of favouritism to devise a scheme for
periodical review of employee’s work by a properly constituted Board, cansisting of
a number of members, an employee’s representative, an employers’ representative
{from their Umon or Association, and an independent officer nominated by
government, who should be the chairman of the board.”

Similarly the major Engineering Tribunal also made some recommendations. The
schemes for promotion in governmemt and public sector have often been disputed,
and unions have gone up to the Supreme Courtin many-cases. In the private sector
also, in many companies, matters have gone upto the highest Tribunal or Court year
after year. Thus managements rights of performances appraisal have beea
circumscribed by industrial laws and jurisprudence.

10.13 SUMMARY

This unit explains various types of performance appraisal and its objectives and
various steps involved in an appraisal programme. Further the process and methods
of performance appraisal have been explained in length. It einphasises the main
purpose of appraisal, and the ways and means to make it constructive for the
employer, which would be beneficial to the organisation as the employee shouid grow
in efficiency and productivity. Various measures have been discussed to improve the
appraisal procedures and forms. With this end in view potential appraisal and review
ts also a must for each organisation. Towards the end sonie problems relating to
appraisal have been discussed in Indian context.
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UNIT 11 TRANSFER, PROMOTION AND
REWARD POLICIES

Objectives : ‘
After going through this unit you should be able Conncetand
_® the purpos: of 2nd reasons behind transfers and p-om 2100

o the changes in organisational structure necessitating.transiers and promotions;
e exigencies arising out of expanding activities;

. 1hé implication of Industrial laws in the Indian context; )

#® the limitalio'ns inhcreni in Government, Public Sector and other Industries, taken

over by the government; :

o the requirement of retraining on transfcrs or promotions in view of changing
technology, automation; and electronic revolution. -

Structure

11.1  Introduction

11.2 Some Definitions

:1.3 Need for a Transfer Policy

11.4 Types of Transler )

1i.5 Implications of Transfer in the Indian Cantext
11.6 Promotion 2nd Promotion Policy

11.7 Recward Poiicies and Processes -

11.8 - Measurement of Performance and Reward Policies
11.9 Vehicles for Rewards '
11.10 Need for Retraining on Translers or Promotions
11.11 Summary

11.12 Further Readings

11.1 INTRODUCTION

In order to conduct business effectively, certain changes need to be made in the
organisation’s structure which necessitate the regrouping of jobs, changes in
deparimental functions, repositioning of jobs and status, grade-wise changes in
departmental functions, elevation or Jowering job categorics, and the physical
relocation of emplovees, jobs and departments. ‘

Moreover, the expansion of business an the introduction of new products, services,
processes and methods of operation, necessitate the creation of new jobs, and
promotion of employees to positions with greater scope and responsibility.

Shifting of personnel is also necessitated by employee-tumover, vacancies are created
by resignations, and dismissals, and suitable persons are promoted or transferred to
fili the vacant posts. Change in employce status and job is also necessary to satisfy

employee aspirations and nceds. '

Such movements of employees within an organisation arc usual phenomenon of
internal maobility. '

However, in th. Indian context. particularly in goverament, which are the largest
employers of nanpower, transfer is used as.a convenicnt device to punish, and
remove an undesirable employee or officer from his present post, as other disciplinary
actions require fengthy procedures under the rules.

{13 SOME DEFINITIONS

A transfer is a change in job assignment. [t may involve a promotion or demotion.
or no change at all in responsibility and status.
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Itis & change in assignment in which the employee moves 1o another jab at
approximaiely the same level of responsibitity, demanding the same skill and ag about
the samelevel of pav. Transfer is to be distinguished from promotion and demation
which imply an ascending or descending change respectively, in the hicrarchy of
positions. A transfer may be either temporary or permancnt, depcnding upon the
need, and may occur within & department, between departments and divisions, or
betwecen plants or officers within a company/organisation.

Two main conditions generate transfer situations :

* Anindividual employee may request a transfcr in secking his own preference and
benefits.

® Organisations may initiale transfers as a requirement for more cffective
operations. or as a solution to human relations problems.

® We have noted that the major employment sectors in India, arc
a) The government at the centre, states, and other departments
b) Public s¢ctor corporation and companices
¢) Government underlakings and institutions.

By virtue of historical reason of the British Government having framed a major
portion of rules and reguiations for their civil services, they have moslly evolved in
government and public sector companies and corporation. and were followed by
other undertakings and institutions also. These rules have led to a lot of rigidity in
managements’ freedom to transfer or promote employees as against the theoretical
and valid practices obtaining in the western countries. More over, the discretion to
transfer, to promote and reward employees for their performance has been further
restricted by legal requirements and the restrictions imposed by the industrial laws
applicable to the vast majority or more than 95% of employecs in almost ali
establishmen(s.

11.3 NEED FOR A TRANSFER POLICY

It is to be appreciated that transfers are made for a number of reasons and are
initiated by either the supervisor or the subordinate. If transfers are left entirely to
the discretion of either supervisors or employees, a number of problems are likely 1o
occur, such as favourtism or victimization. For example, a few employees would get

transfers as and when they want, while the request of many others would be turned -

down. On the other hand, some may get transferred repeatedly, causing them great
inconvenience. Supervisors may transfer their subordinates arbitrarily, just to get rid
of them. Some employees, for various reasons, may ask for transfers repeatedly.
Some departments may get the reputation of being easy 10 transfer from, whercas
others may be regarded as exactly the appositc, '

The absence of a well-formulated transfer policy will undoubtedly breed a state of
uncertainty amongst the employees. In cascs where .as union exists 1o protect the
workers there may be an increase in the number of grievances, or if the issue becomcs
a larger one in terms of its implications for a number of employees, the industrial
relations situation may deteriorate into one of turmoil, conflict, and industrial
disputes,

To avoid these problems which would cause considerable inconvenience and
disruption in an organization, it is imperative that the personnel department should
evolve a transfer policy. Only a systematic policy can ensure a reasonable consistency
of treatment throughout the organization.

A transfer policy should consist of the following clements :

1)} A clear delincation of the conditions and “circumstances” under which an
employee can be transferred, i.c., what 1ypes of transfers (such as those discussed
above) would the organization permit-both in terms of the organization’s
lechnology and job-rclatedness, and from an individual's point of view.

2} The transferability of both jobs and individuals needs (o be examinred in terms of
job descriptions. interdepartmental divisions and plants, and between streams of
specialization either on the job or individual background and training. Therefore.
policies on these aspects must be clearly stated,
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3) The third aspect1s a consideration on the basis for transfer. Should it be on the
basis of seniority and merit tests — especially if it is a production job — or should
it be on Lhe basis of seniority alone. assuming minimum ability to handle the job.

4) Finally. the pay scales and the exacl wage and perquisites that the transferee
would receive in the transferred job, if there is any difference it should be
specified. )

The personncl department should be the monitoring unit facilitating line personnel
to redeploy manpower depending on Lhe exigencies of work-situations, or helping

employees on compassionate grounds within the framework of the transfer policy.

Thus. transfer policy will help effective employee redeployment and protect, to some
extent at feast, employees from arbiuary transfers.

Maximizing employec effectiveness by increasing the utilization of available
manpower is one of the important intended consequcnces of job reassignment.
Position reassignments have motivational force, and an impact on employee
attitudes. Fot instance, promotion or upgrading maintain organisational effectiveness
through maintenance of employee morale, and favourable altitudes towards the
organisation. Promotion of employees also enables the organisation to utilize
expertise to-the optimum level by providing adequate opportunities to those who
have developed it through training and experience within the organisation,

11.4 TYPES OF TRANSFER

Personal Transfer

Personal transfers are those occasioned by desires of the emp!oyee and are primarily
in his interest,

The reasons for such requests could be :

1) To correct erronecus placement,
2) To relieve the monotony of a job, acquire better working conditions and join
friends/spouse.

3) To provide an outlet from blind alley jobs.
4) To avoid interpersonal conflicts.

In such case there is a need for some probing because if it is found that a number
of employees want a transfer from a unit, the real issue may be a difficult
supervisor, a4 promotion or some other ultertor motive. In such cases simple
transfers would not solve the problem and other measures might have to be taken.

5) In consideration of the interests of agefhealth, education of children, housing
difficulties and to join immebile dependenis.

6) A search for creative oppdrtunities.
7) To avail of training elsewhere to facilitate later advancement or promotion

8) Financial gains like higher frequency or overtime payments, or the feeling that
opportunities for advancement are belter in another department. ~

Organisation Initiated Transfer

A company may initiate transfers for the following reasons :

1) The need for temporary adjustments for the convenience or beneft of the
organisation or the employee, such as Ieave replacement or very short
assignments.

2) To meet emergencies or changes in operations, to deal with fluctuations in. work
requirements, necessitated cither by volume of output or separations.

3) To make use of the increasing versatility and competence of key employees.

4) Where there is more than one shift and shift assignments are not rotating,
transfers are algo made from ane shilt to another on the same type of work.

The nature of 1ransfcr should be taken into account while determining the type of
transfer, keeping in view the purpose for which it is made. One major type, the
discipline-transfer is a remedial transfer, which is extensively - -used in governmenls
and public scctor ete.

"Transfer, Promotlon and Reward
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The second type of personal convenience based transfer is also preity common in
India, mostly in government, in banks, and some departmients. '

11.5 IMPLICATIONS OF TRANSFER IN THE
INDIAN CONTEXT '

While studying the theoretical basis of personnel policies it is essential to understand
the implications of existing Indian Laws on same. The application of industrial laws,

in major employing sectors such as government, public sector and private sector
indust1y, has also restricted their prerogatives to transfer. While employment in
Industry, in Government and private industry has been governed for almost half a
century under the Industrial Disputes Act and Rules all over India, some major
amendments were made to this law in 1982 by an amendment act which has further
widened the scope of its application.

All personnel managers in India dealing with manpower and the line managers have
to be conversant with the implications of these laws and rules.

Some of the principle definitions may be noted :

‘Industry’ means any systematic activity carried on by co-operation between

- an employer and his workmen (whether such workmen are employed by such
employer directly or by through any agency, including a contractor) for the
production, supply or distribution of goods or services with a view to satisfy
human wants or wishes (not being wants or wishes which are merely spiritual
or religious in nature), whether or not. '

i) " any capital has been invested for the purpose of carrying on such activily; or
ii} such activity is carried on with a motive to make any gain or profit.”

It will, therefore, be clear that all activities carri¢d on for production, supply. or
distribution of goods or services employing manpower are governed by this
definition, whether they are owned or controlled by government, or by any
government company, or by any other institution, or are even a department of
governmenlt. Since the Central and State governments, the local self-government
institutions, autonomous bodies, corporations, companies, institutions and

- undertakings are the largest employers of manpower in India, most of their

employees are covered by definitions of ‘Industry” and ‘“Workman’, Therefore, they
will be governed by the Industrial Disputes Act, and Rules thereunder.

_ Though, the employees, governed by these laws are dcfined as ‘Workmen' the scope

of this term is so wide that vast majorily of the employecs will be covered by the

" definitions

“Workman means any-person including an apprentice employed in any
industry to do any manual, unskilled, skilled, technical, operational. clerical
or supervisory work for hire or for reward, whether the terms of employment
10 be expressed or employed ................ ” '

The only exception granted is for the employees of the armed services and the police
and prison services."Almost all the others have been brought under the purview of
this definition, excepl ;

1) who is employed mainly in a managerial or administrative capacity; or

ii) "who, being employed in a supervisory capacity, draw wages exceeding
one thousand six hundred rupees per mensem or excrcises, eithér by the
nature of the duties atlached to the office or by reason of the powers
vested in him, function mainly of a managerial nature™.

However, a study of some decisions of the courts makes one realise that it is very

difficult to prove whéther one is employed mainly in managerial dr administ -ative
capacily, and the court degisions have mostly favoured the employees including
officers and their Trade Unions/Associations. This definition coveYs almdst 95% of
all employees in most establishments except those féw who are employed as managers
and who are receiving salaries exceeding 1600 rupees per menth basic, This limit is

. alsolikely to be revised since due to inflation, salaries in industries are going up very
‘fast, -
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Another area which effects the transfer of 95% employees of most establishments is
the area of “Unfair Labour Practices”. The Industrial Disputes Act in the 5th

schedule lays down specific provisions, practices ;

Article 7 : of the 5th schedule provides: to transfer a workman malafides
from one place to another, under the guise of lollowing management policy.

Article 9 : to show favouritism or partiality to one set of workers regardless
of merit.

Article 13 : failure to implement an award, settlement, or agreemeént.

The impact of these restrictive provisions on the management’s right to excrcise their
discretion in the interest of elficiency of the organisation/enterprises, or.institutions
can be realized after seeing the volume.of Industrial Disputes after 1982 arising, after
these provisions were inserted in law.

Even if an undertaking or part of its establishment or plant is closed down at one
place, and the organisation is opening another establishment, or plant is opened at
another place, it is not easy to transfer '‘Workman” (which includes supervisors and
even officers) is not easy. The provision of the Industrial Disputes Act & Rules make
it very difficult. It specifically provides :

Compensatmn to Workmen in case of Transfer of Undertakings

“Where the ownership or management of an undertaking is !ransferrcd
whether by agreement or by operation of law, from the employer in relation
to that undertaking to a new employer, every workman who has been in
continuous service for not less than one year in that undertaking immediately

before such transfer shall be entitled to notice and compensation in accordance

with the provisions of Section 25-F, as if the workman had been retrenched :

Provided that nothing in this section shall apply to a workman in any case
where there has been a change of employers by reason_of the transfer, if—

a) the service of the workman has not been interrupted by such transfer;

b) the terms and conditions of service applicable to the workman than those
applicable 1o him immediately before the transfer; and

¢) the new employer is under the terms of such transfer or. otherwise legally
lizble to pay the work_man,_in the event of his retrenchment, on the basis
that his service has been continuous and has not been interruptzd by the
transfer.”

It has to be appreciated how the restrictive provisions of law have restricted
management’s freedom to operate. However, since most employees in government,
companies or corporauions are in permanent service, transfer is used as a disciplinary
action to shift him from the post and it is considered as such. -

A lot of restrictions have also been imposed by courts in various decisions for time

to time in case of subordinae staff for instance in banks and other undertakings in -

case of workman.

In some government departments and banks etc, personal transfers are made for the
canvenience of husbands and wives to work in the same station. Therefore, there are
innumerable instances where transfer cannot be used in its appropriate application
of personnel policy in the interest of the orgamsauon . .

Promotion )
1) Promotion is recognition of a job well done by an employee.
2) Promotion is a device Lo retain and reward an employee for his years of service
- to the company. .
-3) Promotion is to increase individual and organisational effectiveness.
4) Promotion is to promote a sense of job satisfaction in the employee.
Promotion is to build onally moralc and a sense of belongingness in the

5)

.11.6 PROMOTION AND PROMOTION POLICY

employee.

Transler. Fromotlan and Reward
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6) Promotion is to impress upon others that opportunities are open to them also in
the organisation, if they perform well,

Promaotion Policy

Organisational policy on promotion helps to state formally the organisation’s broad
objectives, and to formulate both the organisation’s manpower and individual career
plans. Such documents are being increasingly issued by Indian organisations in
keeping with the changed environment of employee awareness and the accent on
career planning.

One of the first requirements of a promotion policy is a statement of the ratio of
internal promotions to exterral recruitment at each level, the method and procedure
of selection (trade-test, interview), and the qualifications desired. Such a statement
would help individuals as well as manpower planners to project numbers of internally
available candidates for vacancies. In some organisations, such a ratio is fixed by a
collective bargaining agreement, or in government and public sector it is laid down
in rules.

The second exercise is to identify the network of related jobs and the promotional
channels of each job, taking into account job relatedness, opportunities (o interact
with higher-placed executives o foster job learning, and the qualifications—both
academic and work experience required. Such an exercise will help in succession
planning and also help aspiranis to acquire the necessary formal qualifications or
on-the-job training, and enceurage them to attend suitable external development,
programmes. The netwark of related jobs can be established by job analysis. This
process would also help in identifying promotion channels and stepping-stone jobs,
which once finalised should be made known to the employees concerned.

Such channels and training leading to promotion are well defined, for instance in the
Armed services, While exercising the right of prometion, the crileria of seniorily
(length of service) has to be given the highest weightage along with eligibilily and

‘suitability, due to influence of govermnent’s administrative culture, which has

permealed into public sector companies and most other establishments, as also in
privatély cwned industries.

Seniority is given very heavy weightage in government, and also industry and this has
led to the law also providing for its consideration.

The fifth schedule of the Industrial Disputes Act lays down “Unfair Labour
Practices”, where it specifically provides thal : '
‘4 ¢) changing seniority rating of workman, because of Trade Union activity.
d) refusing to promote workman to higher posts on account of their Trade
Union activities.
e) giving unmeritéd promotions to certain workman, with a view (o creating

discontent amongst other workman, or 1o undermine the strength of their

Trade Union". -

To show favouritism or partiality to one set of workers regardless of merit will be
considered to be an Unfair Labour Practice and under the law, trade unions or
officer’s associations can take it to courts as an “Industrial Disputes”. Ii is pretty
common in government and also frequently resorted to even by officer’s associations
in public sector and private sector.

It can be appreciated that ofice a matter of management policy becomes a dispute in
court, how difficult it is to justify each step or action.

Therefore, in India promolion also does 'not remain only a matter of rational
personnel policy, and is subject to legal disputes and unfavourable court awards.

‘ Yet there are other more important elements of a sound promotion policy which
- should be spelled out by Managements : . Y

a} A clear statement of policy that all higher jobs, as far as possible shall be filled
in by “promotion with in' as far as practicable, wuuld assure existing employed to
work better, and aspire for a promotion.

b} Establishment of ‘lines of progression, or ladders of promotian’ within the
organisation. It may be called “carcer planning™ or succession planning or by any

e
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other name, should be chatked out by the personnel department or top Transfer, Promotion and Rexard

Palicles
management,

¢) Job analysis and other techniques can be resorted (o as aids, and the competence
and experience of existing employees together with their educational background
and training may be considered while plotting out a career graph for cach one of
them as far as practicable. .

d). The line manager's should also be made responsible for planning out careers of
people working with their and should be encouraged to transfer them to better
openings in other departments also in the overall interest of organisational
efficiency.

¢) Simple provision should be made by managements for training as a means of
preparation for promotion to higher posts. Special on the job training, special
institutional training or, other avenues should be made available to deserving
employees.

11.7 REWARD POLICIES AND PROCESSES

Performance follows the selection process. Once people are in their jobs, they need
to be rewarded for good performance. The list of rewards thal exist in organisational .
setlings is surprisingly long. The following is a partial list of potential rewards :

Pay in its various forms : salary, bonuses, stock options, benefits, and perquisites;
Promotion : both upward mobility and lateral transfers into desirable positions;
Management praise; ' -

Career cpportunities : a long-term chance for growth and developmenl;
Appreciation from customers and/or clients of the organisation;

Personal sense of well-being : feeling pood about one-sell for accomplishing
objectives;

Opportunity to learn : a chance to expand onc's skills and-knowledge base;
Security : a sense of job and financial securty; '

Responsibility : providing individuals with a sense of organisational responsibility;
Respect from co-workers;

Friendship from co-workers.

Mo..t organisations, however, find it difficult managing these rewards (o produce
desired organisational behaviour. As a result, the reward system is one of the most
underutilized and mishandled managerial tools for driving organisational
performance. Rewards are a major factor in influencing performance. Assuming that
the organisation can appraise performance, the organisation has a rationale for
allocating rewards based on how well people perform: many times organisations think
of rewards only in terms of managing pay.

As against promotion, a wage/salary incrcase, with a possible change of designations,
is usually referred to as an upgrading of a post.

Frequently, status symbols are attached (o the higher bositions such as a more
important job-Llitle, a bigger desk, more expensive office decor, tess supervision, and
greater freedom of movement.

11.8 MEASUREMENT OF PERFORMANCE AND
" REWARD POLICIES

Successful strategy implementation depends, in part on a well designed measurement
and reward policy. A measurement and reward policy services not only to
demonstrate senior management’s interest and investment in attaining strategic goals,
but also to motivate managers to make strategic business decisions.

Strategy formulation, organisation structuré, human resources, management process,
and culture are tae five elements that drive an organisation to implement strategy.
A performance and reward system is a supplement of an organisations management
process. Successful organisational performance occurs when an appropnale strategy
isimplemented through the rationalization of these five key elements afong with the
measurement and reward system. :
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Measurement and reward systems send powerfut signals 1o a company’s people about
their performance. Rewards should motivate people to take action that moves the
organisation towards its strategic goals. By nccessity, the size, nature and diversity
of organisations, influence the type of performance measurement and reward systems
that should be utilized.

’

Reward systems can be designed to motivate both short-term and long-term
performance. The organisation that rewards exclusively on the basis of today’s
performance may weil be hindering the achievement of its long-term strategic goals.
Several approaches to reward systems work to integrate strategy with management
incentives without sacrificing short-term performance: weighted factors, long-term

evaluation, strategic and a combined approach that utilizes features of the other three.

Some organisations do a good job of developing strategy, managing culture,
organizing, and developing other management processes, but do not achieve a
well-implemented strategy because their measurement and reward system is not in
tune. Successful implementation of Sltrategy requires a very carefully designed
measurement and reward system. If you measure and reward managers o the
appropriate management tasks, their “hearts and minds will follow™, :

11.9 VEHICLES FOR REWARDS

. As we have seen, the behaviour of groups of managers and individual managers can

be measured, and such béhaviour does affect the organisation's performance.
Managers and groups of managers can be rewarded in various ways on the basis of
their performance measurement. Compensation is the most obvious and tangible
means of reward. It includes salary, bonus, benefit packages, perquisites, insurance,
pension plan, stock-options.and grants, deferred income. and so forth. Obviously,
this is a very direct reward and is a very powerlul motivator in many cases. However,
peopie’s psychological needs often go beyond pure compensation.

Two other important factors need tc be considered. The first power. Power can be
granted through promotion, organisational placement, recognition, title, or even
simple visibility within the organisation, For some individuals this is an ext.emely
powerful motivator, A second factor at the disposal of management is personal
development and career planning. Education and personal growth and developmeni
are rewards that can be used to motivate a desired performance. These aiternative

factors may become more important in the less hierarchical, “atomized” organisations
in future. |

For the reward system to work well, it must complement the measurement system
and, in turn, be complementary to all of the other elements. The reward system must
balance the organisations long-and short-term behaviour incentives to managers

From an internal point of view, the reward system needs to be consistent within the
environment. Obviously, this means that, to be fair, rewards must be aligned along
the continuum from best performance (o worst. They must also be aligned within the
organisation.to maintain a competitive position.

11.10 NEED FOR CONTINUAL RETRAINING ON
TRANSFERS OR PROMOTIONS

In the end of the 20th Century, the impact of rapid technological changes, increasing
automation, computerization, and other changes are the most prominent factors
a..cting government, public sector and private sector. However the need for
continual training, and retraining at many levels for employees is imperative.

As most of the routine, repetitive and clerical jobs are being remodelled by Electronic
Data Processing machines, it is necessary for managements to give more and more
thought to retraining employees for changing over to jobs, or remodelied ones.

As we are witnessing in India in the present decade, and electronic revolution is
taking over, and there are rapid far-reaching changes taking place, in government,
railways, public sector and private scctor industry, which is making it imperative for
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all organisations 1o retrain their cmoloyees for these new techniques, as under the Trsutfer, Promotion aad Reward

Indian Laws, it is not possiblc o retrench or discharge existing employees without Policies

tremendous eflort, costs, and industrial disputes.

11.11 SUMMARY

vhis unit gives vome definitions of transfer, the types of transfer, and pinpoints the
need 10 a potitive transfer policy. It also outlines, the implications of transfer in the
context of restrictions imposed by law in India, which creates problems, and restricts
management prerogatives.

1t also emphasised the need for defining a clear promotion policy to ensure employees
that they have a forseeable future with the organisation, it underlines the need for
retraining on transier or promotions.

11.12 FURTHER READINGS

_ P Pigors, & C.A. Myers, “Personnel Administration™ (Tokyo, 1977).
‘Beach, Dali 8., “Personnel” (Mac Millan, Newe _York, 1980) .
Flippo, Edwin. B., " Personnel Management” (McGraw Hill, Tokyo, 1981).

Indian Institute of Personnel Management, ** Personne! Management in India” (Asia
Publishirig House, Bombay 1971}. _
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UNIT .12 TRAINING AND RETRAINING _

Objectives _

After going through this Unit, you should be able to understand :

® Appreciale the need for training of employees al all levels;

learn about methods of identifying training needs, lor different levels of employees;
formulate aims and objectives of training programmes;

build-up a training organisation; _

adopt suilable methods for training different types of employees;

know more about different methods and techniques;

realize the need for continuous training and retraining of employees;

formulate measure for evaluation of training programmes,

Structure

12.1 Introduction

12.2 ldentifying Training Neads

12.3.. Training Principles

i2.4 Seuing Up a Training Organisation
12.5 Training Methods and Techniques
12,6 Some Standard Types of Training
12,7 The Need for Retraining

12.8 Chalking out a Training Plan

12.9 A Training Evaluation Plan

12.10 Summary

12.11 Further Readings

12.1 INTRODUCTION

Training is a major manpower management function. No organisation can afford not
10 train its employees, regardless of his previous education, training, and experience.

.He has to be introduced into the work environment of his new employer inducted

and taught to perform nis assigned tasks in a new mileu.

Morcover, changing technology, increasing automation in offices and factories, and
in almost all institutions is bringing about redesigned or altered jobs. It cannot be
limited to retraining for new or aitered work-methods. Pcople are constantly being
trained” and retrained by the way their superiors and other employees associate
them with work. and find that they are also appraised formally or informally by their
peers and superiors.”

Training is a part of management development and also a form of organisational
development. The most effective managers are those who can best develop the
human resources of an organisation, for the purpose of achieving organisational goals
and objectives. If the employees perccive (raining as a means to achieve their
personal goals at work, they will welcome such opportunities.

Some essentials may be borne in mind. First, those who have to be trained should
want to leamn, must have motivation to improve their job performance or to learn
new skills and techniques of a higher degree. Second, motivation to learn is always
incréased by the prospect of some reward like promotion or a better job after the
conclusion of training. Third, the process of learning has to be guiced by a trainer or
teacher whether he is leaming correctly or not; sometime known‘as “feedback™.
Fourth, learning is best accomplished by doing, rather than by listening or reading.
Fifth; the contents of learning programme should be systematically evolved in slages,
with feedback and correction at each stage, if necessary. '

While learning theory is much more complex, these are some elementary principles
which underly training generally in all organisations.




It has been noticed that the capacity of the human mind and brain to develop are Training und Retralning * =

very high, and only a portion of it is used in most jobs

Many researchers have estimated that the average employee in organisation is
working at much less than his capacity potential. If thes : employees can be properly
motivated, they could work at 80% to 90% of their - apacity. Behavioural science
concepts like motivation and good human relation should be used. Training couid be
one of the main instruments to attain such improver:ent.

While employee-iraining to improve skills and knowiedge to make them beiter
equipped or individual growth is not an end in itself; organisational growth needs to -
be integrated with their individual growth, The main concesn should be for the
viability of the organisation or the enterprise.

An effective organisation should have such individuals who arc able to take up
increased responsibilities since the organisation has lo develop their capabilities for
higher jobs and contribution: towards organisational-goals.

Behavioural scientists have suggested that organisational effectiveness is dependent
on three objectives ;

1) To achieve its goals
2) To maintain itself internally .
3) To adopt its environment.

Apart from tinse goals there are other circumstances which underline the need for
training. While the presen: cuiput can be improved by enhancing skills and
knowledge and by improving =fficiency of the enterprise, sometimes the technolog
of the organisation also changes. Furinstance, there have been tremendous advances
in industriai technology in recent decades. To keep up with advanced
indusirialisation, mechanisation and automation also make it necessary that
employees be trained in new skills, processes and production techniques, etc.

'12.2 IDENTIFYING TRAINING NEEDS

The increasing pa«s of tecknological change is perhaps the biggest single impetus for
training programme.. In the first half of this century, skilled workers acquired their
abilities through apprenticeships, and college courses which equipped them with
knowledge and skills sufficient for their entire working lives, while unskilled
employees did jobs requiring little or no training. Today, however, few people can
expect to do the same work in the same way for more than few years, and the number
of jobs-available for totally untrained workers are limited. You should be able to
identify training needs from :

® underperformance by subordinates, evidenced by low output, lack of initiative, .
bad decisions or general incompetence,

# the acquisition of new and unfamiliar equipment or the introduction of new
working methods,

e perusal of subordinates’ job specifications 1o identify gaps between what they are
doing and what they should be doing,

® apalysis of the strengths and weaknesses of your organijsation.

Further information should be avaitable from the organisation's human résource plan
(if it has one), which should incorporate forecasts for the supply and demand of
various categories of staff and labour. The plan will compare employee’s current skills
with those expected 10 be needed in the future and highlight deficiencies. Some
organisations-prepare ‘skills-inventories’ classifving employees according to their
qualifications, technical knowledge, experience a..d special abilities. Such data needs
to be comprehensive, detailed, held in a form that allows easy cross-referencing and
regularly updated. . '

While training could be useful in improving any transformation process that takes

place in terms of present inputs and outputs, the training has to be related, both to

the needs of the organisation and those of the individuals; for instance diversification

of product lines, new types of skills that jobs may require, individual employee

development through induction, training or job-orientation, etc. 45
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For identifying training needs, some researchers emphasize three factors:

1) Organisation analysis
2) Task analysis

3) Manpower Analysis.
. 1) Organisation Analysis .

It is a systematic effort to identify and understand exactly what types of training shall
be required. It involves a total analysis of the organisation structure, objectives, its
human resources and future plans elc.

The first step in organisation analysis is achieving a clear understanding of the
short-term and long-term goals and objectives of the organisation or enterprises.

The management would have to examine what are the specific training inputs that
would contribute towards the achievements of these objectives. ..

For organisation analysis, there are three essential requirements :

. 1) Whether adequate number of personnel are available to ensure the fulfilment-of

the goals? :
2) Whether the personnel performance is upto the required standards?

3) Whether the organisational environment in different departments elc., is
conductive Lo fulfilment of tasks? :

"2) Task Analysis .

Here the focus is on the job o1 task. Analysis of the job and its various conditions

will indicate the skills and training required to perform the job according to the
"standard. The standards of performance have to be set for each job so that it is
_performed at the desired level of output and quality.

Moreover, the methods, and the components of the job, have also to be properly
designed. The main object is to obtain ail possibie information thatis available about

. the nature of the task, its components and standards of the performance to be set.

This information would be useful in designing the training programme for employees.

3) Manpower Analysis

The total manpower environment of the organisation has to be carefully analysed. In
fact, there are three major aspects: The internal envirornment of the organisation,
the environment of the sector of economic activities i.e., government, public sector

~or private sector, and the environment of the economy, which influences the training

needs of mappower in that organisation.

If the organisation has a skill inventory of the manpower, i.e., a detailed write up of
éducation, experience and job performance of i(s employees, it can analyse same,
and draw up a plan, depending on its own projections for future requirements.

Questions like . i
What are performance standards? What shali their training cost in terms of time,

effort and money? Have to be investigated for a fruitful manpower analysis of any
organisation. : :

12.3 TRAINING PRINCIPLES

a) Asmentioned earlier; thére should be a stimulus which is explicit to the Jearner.
In training situations, the stimuli are the words both written and spoken, a
machine or a picture or a demonstration, etc. Training cannot be effeclive
unless the relevant stimulus is known and understood by the trainees. -

b) The response refers to the activity which is intended to be taught during the
training. The responses may be such as saying a string of words or operating a
machine. The learner must be able to accomplish the activity. He'should be
encouraged to practice the activity. :

¢) There must be motivation or drive for the learning to take place motivation
involves interest-in and aptitude for learning. Accordingly, if an individual does
not want to learn, he shail not learn, despite the fact that he understands clearly
what is being taught and has the capacity to respond appropriately. This implies
that only those trainees should be selected for training who have the requisite
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d)

motivation for it. Attempts should be made (o maintain their motivation through Tralning and Retraining
teadership. )

There should be proper reward or incentive for learning to take placé. The
trainees must perceive that they will be rewarded through training at least in the
foreseeable future. If they do not have the confidence that they will be rewarded,
the learning will cease, and they may even unlearn the skitls which they have
already acquired.

Although in most situations the first two factors (that is clear stimulus, and known
‘response) are present the trainers ignore the last two factors (that is, motivation of
-the learner and a reward that the learner wants). Usually, the trainees in several

programmes do not want to learn because they have not perceived that the reward

or hope of reward is adequate for them. These principles are very important, and’
have to be borne in mind if training has to lead to desired results,

However, while planning training for specific job, a detailed analysis of the job can
be of great help. In regard to a particular job it is possible to analyse four levels of
general job-knowledge which may be required; these range from knowing facts to
being capable of evalualion, and can be categorized :

D
2)
3)

4)

Basic knowledpe of lacts : The job may require simply the ability to idéntify basic
facts and terms about the general subject area.

Knowledge of principles : The job may requires the ability to explain reIatlonshlp

- of basic facts and to state general principles about the subject.

Analytical ability : The job may require the: ability to analyse facts and principles
and to draw conclusions about the subject.

Ability to evaluate : The job may 1equire ability to evaluace conditions and make
proper decisions about the subject.

Similarly, specific job-knowledge can be categorized into four levels :

1)
2)
3)

4

Knawledge of nomenclature : The job may require the ability to identify
documents, forms, parts, tools and simple facts abqut the job.

Knowledge of procedures : The job may require the naming of steps in doing the

job and the ability to tcll how it is done. «
Knowledge ol operaling principles : The job may require the ability to explain

why, when and what must be done at each step in the job.

Knowledge of complete theory : The job may require the ability to predict, identify
and reselve the problems relating to it.

There are, of course. many more factors to be considered than the knowledge
requirements only. In order to upproach the planning of training, which is particularly
appropriate to complex jobs, it requires developing a plan,

The traintng of high level manpower is an expensive exercise. The manpower
development system of an organisation should ensure that the training is planned in
such a way that it will achieve its objectives in a manner that is cost-effective. The
various training requirements stcmmmg from manpower development activities in the
organisation should be summarized in a training proposal.

12.4 SETTING UP A TRAINING ORGANISATION

It should be recognised that training is a management function and accordingly, every
. individual manager is a trainer. The staff trainer should not exert authority over the
line but provide advice and guidance. Trianing has to be supported by all levels of
managers. Either a committee or an individual from top management should be
eventually responsible for training.

Attempts should be made to differentiate between staff and line training functions.

The training should be aimed at the attainment of objectives of the enterprise by

providing proper knowledge, skills and attitude. The objective and scope of the

tratning should be defined at the very outset of the programme. Attempts shounld be

made to employ tested principles of learning. As far as possible, training should be

imparted in the real work environment. Moreover everything has to be measured and . )
proper yardsticks like standard, time, cosls etc. have to be developed. ' 47
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For effective implementation of the plan attempts should be made to scli the training
plan to different levels of employees and managers, establish relationships with
various outside agencics, determine the nature and extent of training facilities
required and estimate costs of training programmes. The line organisation can be
persuaded for the training programmes by inviting line personnel to participale in the
programmes engaging them as conference leaders, obtaining their guidance in
programme-planning, forming a training committee consisting of linc personnel,
sending them to other organisations having effective training programmes for
observatian, devising programmes to meet the needs of their manpower, showing
effective results from training in terms of improved quality and higher quantity of
production at lowered costs etc. Some of the mistakes in this respect include
overtraining, least reliance on actual practice and utmost stress on films and lectures,
failures to use production personnel as trainers, imitating training programmes of
other ron panies, concentrating on skills irrelevant of the job involved employing
uaskiiled instructors. and improper application of testing programmes, etc.

The apin i of the trainees regarding the training programme should be given
coosiderable importance in revising the contents of iraining.

Most important is that for drawing up training progranines for various levels of
employees, and their effective implementation, a formal organisation has to be sct

up with in the personnel department or separately, witit well defined responsibility.

A chief of training has to be designated as incharge of that sccrion or department and
he may be given requisite staff supporl to plan and carry cut continuous or one tzg
training programmes, as per the size of the organisalion and its manpower.

Itany case, the training unit-like all manpower management dwelopmcnt s regan ded
as a staff department. Members of the training staff may be specialisis in various
phases of training. They develop training programmes, administer and execute them
and check their results, They have to coordinate closely with line departments officers
and s.nervisors,

12.5 TRAINING METHODS AND TECHNIQUES

General training methods may be used with different categeries of personnel and
include (1} lectures. (2) confcrences, projects, panels, znd "‘buzz sessions”, (3} case
studies and incident method and (4) role playing, demonstrations and skiils.

The lecture method forms a quick means of providing facls to a large number of
individuals at a point of time. It may improve atlitudes, but fail to develop skills.
Lectures can be effective if they are planned and prepared in advance and the group
is ready (o listen. However, leclures are criticised for lack of participation on the part
of trainees. Other methods have been develcped to ¢nsure trainee participation.

Conferences projects, panels and “buzz sessions” invite group participation.
Conference method is suitable for a group consisting of 12 to 25 members who are
required to discuss and share a problem common (o them. Although it provides little
information, it may encourage analytical thinking. Conference mz2y be of two types,
guided and unguided. Both types of conferences necessitate the vale of a leader and
should not exceed two hours in duration. The conference provides a pooling of ideas
to solve problems. The conference leader should encourage discussion, stimulate
competition, enhance ego and reflect the feelings of participants,

The “project method” forms a varient of the conference method and requires trainees
to learn by ‘doing’ and ‘talking’. Projects are akin to small research projects. The
trainees discover the facts of a problem raised, discuss them and reach a solution.
For instance, there may be a problem as follows : *How can we minimise accidents?
The project method differs from case-study. Whiie in the former, participants aave
to discover the facts, in the latter facts are already provided. \

The *panel method’ provides a substitute for the conference method where the group
is large. The efficacy of this method lies with the panel leader whose role consists in

moderating, clarifying points, controlling questioning and summarising the discussion.

“Buzz sessions™ involve break-up of conference group in several smali groups of four
to five participants.
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Each small group discusses the problem and reports its views to the entire group ,Training mnd Retralning
subsequently.

Case-studies provide facis regarding a business situation summarising experience and
raising problems. They teach trainces to handie similiar situations arising in future.
This method is associated with Harvard Business School, It is claimed that ‘the
method enables the trainees to diagnose business problem and analyse critical factors,
conceplualise the dynamic nature of business and attain confidence to look for
alternative measures for solving the problem and taking decisions with full
'undcrstanding of their outcome in the totallity. It is criticised that case-studies
provide a series of unconnected 1nc1dents instead of a gencral pattern of behawour

The incident method relates to the pracucal problem solving process. In this method
an incident is given for discussion, and trainees are requested to discover facts and
find solutions. Later on, the trainees are told the actual solution to compare it with
their own solutions. This method develops among traineer an understanding of how
to procure the proper data for analysing a situation as well a. permits them to leamn
how to use the data effectively. This method is associated wiia Prof. Pigors of MIT.

Role-playing stresses modification of behaviour through practice in doing instead of
verbal behaviour. Exblicitly, role-playing is most suvitable for human relation
problems ard least apprepriate for technical problems. The advantages of rolc
playing arises in so far as it encourages participation and involvement, improves
wrong pattern of behaviour, enables trainees to see themselves in other follows'
. shoes, and stresses diagnosis of the problem and reactions of other individuals. This
method enables the trainees to understand the problems of other individuals. Like
role-playing, demonstrations and skills arc other dramatic methods of training.
Demonstration involves presentation of the wrong way first and the right way
afterwards by coached actors. Skits or short plays are aiso used to stress desired
practices,

In addition to the above general methods of training, several training aids and
audio-visual devices are also ultilized in training programmes. These aids and devices
include blackboards , projectors, charts, moving pictures, graphs, video tape
recordings (VIR), filmstrips, slides and drawings. They make learning easier and
more effective.

Simuolation Methods

Reat life situations are simulated for imparting training. The methods falling in thls
-category are:

1) Role-play

2} Case method

3} Management games
1} In-basket excercisc

Role-Piay

As mentioned, the role-play method requires participants to enact roles on the basis
of a written script or an oral description of a particular situation. The enactment
process provides and insight and understanding of the demands and situations of the
assigned role. The main emphasis in management training is in facilitating a better
understanding of interpersonal problems and attitude change.

Management Games

The game is built around the model of a business situation and trainees are divided
inio teams representing the management. They simulate the real life process of taking '
operating decisions.

In-basket Exercise -

This is a simulation training techniques designed around the * 1ncom1ng mail” of an
executive. A variety of situations presented which would usually be deall with by an
executive in his working day. His reactions and responses are taken down in wrtting
and then analysed. Feedback on his decisions forces him to reconsider not only his
administrative actions but also his behavioural style. A variation of this is the incident
method where significent incidents having behavioural implications arc analysed and
used as a training method. ) 49
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Iswves and Experiences

Expenmenlal methods

The focus in this category is on achieving through group processess and dynamlcs a
better understanding of oneself and others. To that extent this method is a
here-and-now situation, where individual members tatk about themselves and others,
and by mutually supportive roles generate greater understanding and skilis in
interpersonal compeltence. It has been asserted that attitudinal training helps an
individual to improve his comprehension of self, others, group-behaviour and
personal interaction. Such knowledge and understanding helps an individual to
understand the problems of human relationships in a work-situation, including at
times his managerial style (a framework found in the managerial prid). Some of these
methods are :

1) Sensitivity training "T-L Groups
2) Transactional analysis -

3) Achievement-motivation workshops

- Programmed Learning

This consists of the presentation of instructional material in small units (called
‘frames’) followed immediatcly by a list of questions that the trainee must answer
correctly before progressing to more difficult work. The quesrions are an integral part
of the scheme, and are usually designed in such a way that it is not possible to
complete the programme without answering them. If an answer is incorrect the
trainec is immediately refeired back to the appropriate point in the insiructional
material (usually a study manual) for revision. Frames are carefully ordered into a
logical progression of knowledge and levels of difficulty.

The advantages of programmed learning are that trainees can move at their own pace,
become actively involved in the learning process and can do their training

independently without the presence of an insiructor. Schemes can be tailor-made to

suit particular training requircments and most trainees find the method interesting.
However, there is no instructor immediately avaitable to spur them on if they do lose
in*2rest and the preparation of good instructional materials can be extremely
expensive cspecially when its v.ub]ecl maitter is constantly changing so that regular
updates are needed.

Computer Based Traming

'As more firms employ computer assisted management methods is bacomes

increasingly attractive o base training on computer software packages. The program
supplied in-such a package will provide for instantancous interaction between the
package and its user and contain numerous exercises for testing the trainee's
comprehension of the material it contains. Most programmes are menu-driven,
meaning that users must themselves select, by choosing among options that
periodically appear on the VDU, how they wish to progress. Thus, each section witl
be followed by a list of questions and multipie choice answers. If the trainee makes
a mistake, the program scrolls back to the relevant part of the preceding text. Some
‘adaptive testing’ packages enable trainecs to predetermine how much of the material
they wish to learn. You might, for instance, only be interested in acquiring a’ brief
over-view of a subject. so that you would in this case select the option that provides
just the fundamental principles of the subject, ignoring technical detail. Someone else

might necd to study the same package in depth and thus would choose an option to -

generate more extensive coverage. Training activities are therefore directly. related
to individual training needs.

12.6 SOME STANDARD TYPES OF TRAINING

- While a vide variety of training programmes is used in different organisations

according to the requirements and size of their manpower, the types of pegsons to be
trained, some standard practices are followed by most organisations.

Some of the principal common Lypes can be mentjoned :

a) Apprenticeship training : is used by most organisations for skill or craft training
has also been made compulsory by law as mentioned earlier; in engineering and
other industries and undertaking.
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b) Job training : usuatly uscs on-the-job or school methods. Training and Retraining

¢} Supervisory training : usually emphasizes conference and group procudurcs as
also other method. .

d) Understudy practices : are commonly used for middle management and even
senior executive positions.

e) Interships : are used for training in staff departments.

f) Training programmes : carried on by special mstitutions etc. for proficiency in
various branches of inanagement. They can be short-term programmes, or full .

time 2/3 years courses.

12.7 THE NEED FOR RETRAINING

 When an employee is considered for transfer or promotion to a new job; or when the
job enlarges; new skill and techniques may have to be imparted to him, duc to rapid
changes in job method, technological change, factory and office antomation, and
other Hi-tech developments. In most cases of this type a retraining or refresher course
may be necessary to make him more competent and more productive on the new
assignment.

Usually with rapid developments in the economy and technologies affecting all
organisations even in India during the last decade, the need for continual retraining
existing employees and execulives ls becornmg more and more pronounced and
imperative. :

For instance, all of you arc well aware that in the last decade-or two, technical
changes in the form of computers, and various other instrumants of information
technology are displacing many middle levels of manpower, and managemenlt
personnel.

There are forecasts that these changes will take place more rapidly over the next two
dccades, than they have in the past two. In fact it is rapidly becoming difficuit to
think of a job, skill or profession that will remain unaftected or unchanged for next
20 years. Who would have thought ten years ago that the jobs of *‘information
technologist” or “‘computer programimer’’ would become so important and so
common as they alre..dy have. Today's engineers are also going to be a different
breed from the one's that turned out a decade ago. Not have new jobs opened up in
fields that did not even exist in the early seventies or even eighties, but most
industries arc resorting to more automation and computarization in manufacturing
and also the services scctor. These rapidly occuring shifts in the job-profiles have
profound implications which underline the need for continual training and retraining
‘both for new as also ex:stmg employees at all levels. -

Training and manpower development must be a continuing function, with more
emphases on the retraining of present employees to meet changing job picture. Even
professionals, as well as managers at all levels need mid career retraining to keep
them abreast of the rapidly changing body of knowledge. Computerization, and office
automation require considerable retraining of the employees who have to use new
information as well as those who process it.

Retraining will also be needed for those who are likely to be posted to foreign
assignments. A number of large and medium companies are opening up plants, or
rendering technical and other services in many countries abroad. It is becoming more
and more important not only to select the right people, but also to train them to work
effectively with the nationals of these counjries to whlch they are ass:gned This can
be done by retraining. '

12.8 CHALKING OUT A TRAINING PLAN

A training plan should contain all the information necessary for management to make
decisions for implementing training programmes. It should give details of :

® (raining a2nalysis
® costs and administrative data . . - =
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® recommended training programmes with duaration
¢ time phasing
& (raining evaluation

Training analysis

The purpose of this pa -t of the training plan is to justify the training that is
recommended in the training proposal. This requires the determination of
job-training standards Such standards provides a means by which the scope and
depth of required intcrnal trainin, may be identified and verified. Each job should
be analysed into its key tasks and training levels established in accordance with a
graduated scale of atilities and involvements.

When job training st. ndards have been devised for all major occupalional categories,
they provide a detailed guide to the training which has to be provided. Decisions have
then 1o be made or the-most appropriate means of providing it. For this reason, a
training plan should include an analysis of each’training source and method for
satisfying the trai .ing need.

Possible sources of training are likely to include : .

Polytechmes/Engineering Colleges

Busincss schools/Universities

Specialized Training Institutions

Government Training Centres

Industrial Training Centres ..
The various methcds range from on-the-job training to formal classrooin training with
such media as :

.Lectures

Programmed text

Group discussion
Audio-visual aids
Simulation

Work projects
Computer-assisted learning

An internal training course must recognize tiat the-trainees are individuals, and so -
the learning materials must be designed so as to adapt to the individual. The course
objectives should be defined in terms of specific training objectives which will result
in behavioural changes. These changes in a trainee's behaviour will be best brought
about by careful presentation of information which results in the trainee’s discovery
of principles and concepts. If the desired results are not achieved, then the learning
materials or methods are likely to be at fault.

Course content

This part of the training plan should contain a summary of the training programme
as planned. [t should be based on the training needs and objectives. Course contents
should be included in outline form dnd contain the areas or topics of technical.content
necessary to indicate the scope of the fraining. It should also indicate the tentative
time.in hours that will be used in training on each of the major arcas or topics.
Administration : :

This section of the training plan should include the appropriate stalistical information
about the conduct and support-of the recommended training. It should cover such
details as : :

1) Training length the number of hours trainees will be'in training.

2) Class size the optimum size forclasses, plus the maximum and minimum class sizes.

3) Number to be trained.

4) Class frequency

5) Facilities and equipment specify classroom and training equipment required,
indicating availability of current resources. '\

6) Instructional needs specify the number and speciality of instructors.

Costs and administrative data :

Having carriet out a training nceds analysis, it is desirable to develop cost estimates
and basic administrative data for each alternate training source, method or
combination analysed in the.plan, so that the most effective-and economical training
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approach may be selected. Such estimates should include the following basic cost and
administrative data : .

1) Total length of course in hours
1.1 Classroom hours )
[.2 On-the-job training hours
1.3 Other hours, e.g., for specified study

2} Number of trainees

3) Course development costs
3.1 Developer(s) manhours
3.2 Developer(s) salaries
3.3 Developer(s) travel costs
3.4 Clerical manhours
3.5 Clerical salaries
. 3.6 Training materia’ development and reproduction

4) Costs 1o conduct each lass
4.1 Instructor manhotrs
4.2 Instructor salaries
4.3 Studen! training material and supplics
4.4 Clerical manhours
4.5 Clerical salaries
4.6 Course revision costs

Trainee costs

5.1 Trainee manhours

5.2 Trainee salaries

5.3 Trainee travel

5.4 Trainee accommodation costs

th
e

6) Equipment costs ‘

6.1 Capital expenditure on equipment

6.2 Maintenance costs
‘These details, worked out properly, will be of great help to the top management in
approving a budget fur training programmes.

12.9 A TRAINING EVALUATION PLAN

The goal of the evaluation is 10 determine whether or not the training objectives are
being met, if training is being accomplished in the most effective and economical way,
and, if not, what changes should be made.

In considering the evaluation, there are threc main areas to be covered by any plan.
These areé : -

1) the items to be evalualed
2) the methods of evaluation
3) the responsibility for evaluatin,

The items to be evaluated should i clude the following :

1) the job/task analysis

2) the training proposal
3) the training plan

4) the training course

5) on-the-job training

6) the training objectives
“7) performance on-the-job

The methods of evaluation which can be used will of course depend on the nature of
the items being evaluated. However. it is likely that at [east one of the fullowing
methods will be employed : : '

1) interview with trainces
2} written test

3) oral test

4} observation

3} study of records )

Trulnlrcg and Retralning
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6) questionnaire
7) comparison with a control group
8) Comparison with job requiremenis

The responsibilivy for evaluating the training should be shared by two or more of the
following :

1} instructor

2} training officer

3) line supervisor or manager
4} traince

5) specialist adviser

A training evaluation plan is necessary to eliminate off beat remarks that there is no
return on such exercises; or that sending officers or supervisors to outside training
courses, is granting a paid holiday.

Training has to be evaluated and accounted for as an investment in manpower, which
is likely to bear fruit during many future years.

12.10 SUMMARY

Training is essential 1o cope up with tie changing environment and automation. The
unit emphasises the need for training for both existing and new employees at all
levels. Training is also a form of organisational development. It underlines the
importance of identifying training nceds, and formulates aims and objectives of
training to keep with the pace of technological change . It suggests building a training
organisation, -and pinpoints the need for drawing up a detailed training plan, and
methods of evaluation of training, in terms of time, eflfort and costs.
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BLOCK 4 MEASUREMENTS IN HUMAN
RESOURCE PLANNING

This block comprises three units.

The first unit deals with the Human Resource Information System, considered to be
the "very stuff” or the ‘strategic backbone' of human resource planning in human
resource management.

The second unit deals with the subject of Human Resource Audit as the first step in
human resource planning. It «lso considers a broad framework of planning for
human resource audit.

The third and the last unit is designed to help the student in understanding the
comparatively new concept of Human Resource Accounting as a level for
measurement of human resources.
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UNIT 13 HUMAN RESOURCE
INFORMATION SYSTEM

Objectives
After going through thi¢ unit, you should be able to:

o understand the dynamics of information system and its usc as a Lool for measurcmcnt
e examine the significance of information in human resource management;

e appreciate the approaches to the information system at the macro and micro levels;
# consider the shoricomings of manual information system;

& discuss merits of computerisation and its epplications in effective Human Resource
Information System. -

Structure

i3] Introduction

13.2 Information : Some Basic Guidelines

13.3 Human Resource Information at Macro Level

13.4 Human Resource Information at Micro Level

13.5 Effective Human Resource Information System’: Some Approaches

13.6 Wkhy Computerise Personnel Records and Information System?

13,7 Computer Appllcauons in Human Resource Management : An Overview
13.2 Summary

13.9 Self-assessment Questions

13.10 Further Readings

13.1 INTRODUCTION

Human Resource Planmng is concerned with the controlled untilisation of human
resources Lo achieve prc-set objectives, both short-term and long-term. it has three
main features:

1) Demand work involving analysing, reviewing, and altempting to {orecast the
number in terms kind, level, functions, etc.

2} Supply work attempting to predict what action is, and will be needed to ensure
that the required numbcrs arc available,

3) Designing the interaction between demand and supply, so that skills are utilized
to the best possible advantage, and aspirations of the individuals are duly
considered.

To state briefly, planning process aims to bring supply and demand-into balanee at
the levels most consistent with the nceds of the projected requirements and with the
assessments of the economic and social environment—prevailing and expected.

The basis of all manpower planqing is information. You will need the know-how to
gather relevant data, analyse manpower demand and supply, and how to apply this
information to improve job efficiency and manpower utilisation. Whether you are
auditing the current situation or looking forward, you will need information and
reliable data, any way, in order to make best decisions or to'move into new
direction. Gone are the times when decisions about future could be based on
hunches. Now you need 1o collect hard data in order to make the future events more
manageable than before. Increasingly, human resource professionals and specialist
managers wanting to introduce 2 new manpower planning sysi¢em or improve an
existing one, use information as an invaluable aid in decision making. This tool is
developed by systematising the processes of collecting, maintaining, analysing and -
reporting information. .

HRIS defined -
From the-above, a general definition of Human Resource Information System
(HRIS) is developed. Thus Human Resource Information System-provides a method
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by which an organisation collects, maintains, analyses and reports information on
people and jobs: It applies to informatior needs at macro level as well as to the
micro level.

In this unit whereas human resource information at the macro level is considered
brielly, rest of the discussion is devoted to the human resource information at the
micro level i.e., the enterprise level.

13.2 INFORMATION : SOME BASIC GUIDELINES

It has already been noted that without information, it is very difficult to think of
planning taking place at all. Information can be power for whoever controls it.

Hence in order to make information wseful and effective, important note needs to be

taken of the following key points:

l-) Adequacy of information : Lack of information hinders planning and will leave

unfilled gaps.

2) Specllicity of information : If the information is for decision making, then which
decisions are to be made and what information is needed therefore, must be mad-

specific.

1) Over-estimating information : It is desirable-to follow a conservative approach.

It is better 1o understale the need than to waste resource on unused mass of
information.

4) Identifying need levels : There is a need for different levels of detail of
informaltion.

5  Mechanism for addition/deletion : The how and when of infarmation to be
added/deleted should be considered.

6) Management support ; Information systems need constant management support

for maintenance.

7) Qualty of information matters : Otherwise, the famous GIGO (garbage
infgarbage out) principle will be found at work.

13.3° HUMAN RESOURCE INFORMATION AT MACRO

LEVEL

The Data baserequired for purposes of making {orecasts of manpower at the macro

level is indicated below:

Farecasting at Muacro Level

Data Base for : Dats Base far .

Demand forecasting . Supply forecasting

i}  Population statislics i)  Ageateniry and Age

. at exil

i} Economic paramelers it}  Arnual enrolment and
. outturn

i) Exisling 1echnologies i) Atrrition rates

iv) Emerging technologies iv}) Retlirement

v)  Migratien

vi) Monality

vii} Labour force panicipation
rates

"]

We have discussed 'in earlier units (Unit 3.4 and Unit 4.4) the limitations and
complexities in generaling appropriate data for demand forecasting and supply
{orecasting of manpower at the macro level. The fact is that a totally reliable -
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data base {or macro forecasting is not always available, and quite often specilie Human Resource
studies have to be conducted to generate the needed data. Informailon System

Institutional arrangements at the macro level

Let us now briefly look at the institutional arrangements for providing data at the
macro level, The main agencies and institutions are:

¢ The Planning Commission

The Ministry of Lahour

The National Sample Survey Organisation
The Institute of Applied Manpower Research
The National Labour Institute

Universities

Other institutions at the state level.

At the apex of the institutional machinery for plan formulation regarding
employment and manpower sectors, is the Employment Manpower Planning
Division of the Planning Commission. This Division works closely with the
Perspective Planning Division of the Planning Commission.

s The Labour Ministry collects the dala on employment through the Directorate
General of Employment and Training,

¢ Employment data is alse collected through the National Sample Survey and the
Annual Survey of Industries.

® The Institute of Applied Manpower Research conducts studies on employment .
strategics and estimates at the szctoral and project levals.

» The National Labout Institute has conducted major studies at the sectoral and
project levels on institutional conditions on'rural employment.

® Researchers in the Universities and other research systems also participate.

¢ The stale level employment market information scheme departments collect data
on local labour markets through employment market information schermes.

There are very few attempts at the regional delincation of the employment strategies
of the Five Year Plans.

® The Asian Employment Programme (ARTEP) of ILO undertook several studies
- as a panl of the preparatory phase for the launching of the Asian Network of
Human Resource Development (HRD) Planning Institutes. These studies were
discussed at a Workshop convened in Bangkok (1986). Y.K. Alagh from India (in
his paper on employment and structural changes in Indian Economy, Bangkok,
Dec, 1986) expressed the need for more careful integration of the new education -
policy docurnents with the quantitative work of an introductory nature done on
manpower forecasting models for the Indian economy. Although this aspect has
been highlighted in the policy document, but needs to be articulated in de:all as
listed in the follow up action on the new education policy.

P stated thot the “naiional strategy of educaiion has 1o ensure the availability
of highly educatad, irained and motivated manpower for dealing with the
chatlenges witiuoiare innecenl in the modernisaiton and globalisution of the

geoniomy.” Steay the Navioned Education Policy Document “Challenge of
Fducation A Molicy Perspactive™ (Minisity of Education. Govt. of Indie, 1985)
e exmpinge e dioeenans do<z ol pros e towards attainment of the stated

uhjective,
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How to improve the effectiveness for Human Resource Planning lnd policy at the
macro level?

An essential step in improving the effectiveness of manpower planmng and policy
at the macro level lies in taking decisive measures to raise the quality and
reliability of Jabour market information. Existing sources of statistical information
suffer from serious gaps and inadequacies, redundancies, etc. So long as these
deficiencies continue, meaningful manpower research required for National
Employment Policy would be extremely difficult to undertake.

Thus the quality and effectiveness of fulure manpower policies at the macro level
would depend most significantly on the accuracy and adequacy of the information
inputs: in the formulation of the plans and policies. The need is not only to build
computer-based data banks, but no less importantly, to improve the quality of
current bench-mark data sources viz., at the institutional levels such as the apex
level institutions referred to above.

13. 4 HUMAN RESOURCE INFORMATION AT MICRO

"LEVEL

With regard to dala nseds at the micro level, we have noted carlier (Units 3.4 and
4.4) the need for a well-defined and detailed manpower information system within
the organisation. For this purpose, the data modules and the particulars of
informaticn that ea¢h such module should carry are noted below:

Dats Moduls What It shauld contain

Personal Data modul: Identification particulars
oducatiorial particulars
techniceal.qualification,if any
special privileges category such as:
ex-service man, handicapped,
scheduled caste/scheduled tribe,

elc, il any . .

Recruitment module . Date of recruitment
’ «  pading in aptitude tests
grading in leadersiip texis

. overall grading
job preferences and choices, if any

Job experienae module L Placement history
. grade promotions
. . tasks performed grade-wise '
. significant contributions, elc.
formance Appraisal L Perflormance appraisal at cach iob held
‘e *  job experience cvalvated in the light of job

description
. communication rating of inter-personal reletionships
*  mting of behaviours in a group
®  Commitment Lo corporate goals, etc.

-t . Natuse of training received at each Tevel
individual's evaluation of elfectivensss of training
. current training assignmend, il any,

Record of compensation and benfits received
health stalus
—rsonal problems calling attention, if any
"ty peeds, efc.

Activity B

In your erganisation. sralvse existing records, reperts and forms 1o determinc the
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Information System

HRM as a total system

Murdick & Ross consider the human resource management as a (otal system that
interacts with other major systems of the organisation viz., marketing, productiéh,
finance, and the external environment. So, as a service function, to these major
systems, its main respensibilities can be enumerated as forecasting and planning
human resources planning, maintaining an adequate worklorce, and controlling the
manpower policies and programmes of the enterprise.

Basicaily, a system consists of scveral inputs and outputs, and a number of related
subsystems, processes and activities, ail operating through the medium of
information. Fig. I depicts the Murdick & Ross model on human resource
information systems—followed by a briel description of the objectives that each
subsystem is designed to accomplish.

-

Inf tion 1 . MANPOWER - o
niormanon inpu SYSTEMS . . i uiputs
Company Objectives |+ 1 ‘;ﬁfgggg’fﬂ% HIRING Lo|  TO OPERATING MANAGERS
Operating Plans ' ] {Improve personnel periormange) [
Job Related Info
i — 2 | PLACEMENT .
gg::g:zz; I;(l;llpcsic': _ ] TO ORGANIZATICN PERSONNEL
H 1C1ES Pers . R -
Other Planning || 3 | TRAINING AND (Personnel salisfaction)
Premises DEVELOPMENT
. ORGANIZATION GOALS
— 4 | PAY AND COMPENSATIONT™  (Relaled 1o manpower) i
HEALTH, SAFETY, ‘ ‘
™ 3 | AND SECURITY PERSONNEL MANAGEMENT .
_ : - - {Reports, records, ele., : |
— 6 | MAINTENANCE ' related o MANROWwWEeT)
FEEDBACK
on Elffectiveness of
Manpower System

Figure I : Human Resource information systemn

Souree : s * Murdick, Robert G. & Joel E. Ross,
- Information Systems for Modern Management,
Prentice Hall of India, New Dethi, 1979, p 216-§7

-

Objectlves of the subsysiems

Information Subsystem Objectives/Requirements
Recntitment ® skills required
& inventory of skills availeble
# job specifications

Placement ® matching available personnel against
fequirements .
» cnabling wse 4l Toals and techiques 1o

agminst properlydrganised work requirements,

Training end ) developing talent requirements from within
development -+ the organisation meeting demand for aew skills
- developing and maintaining a continling skill inventory

Pay and compensation . maintaining iraditiona) pay end financial records ~ -
compliance with governinent, usifon ard-other requircments
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Measurements in
Human Resource Planning;

Health safety and

heatth of personncl, safety of job practices in
securily

during operations, plant security elassified information
ensuring success of personne! policies and proccdures

control over work standards measuring performance
egairst fipancial plans and programmes.

Maintenance

We have seen that Human Resource Information Systems serve muitiple management
needs, and that its objectives also are very broad based. In this, the human resource
staff has a major role to play in the coilection, storage, retrieval and analysis of
personnel data. In fact, a carefuily designed information system can provide better
control over human resource functions, and create a positive climate where the value
of human resources of the organisation is clearly understood and recognised at
various levels of management decision making. We shall now consider the several

approaches and design aspects in establishing an effective human resource
infnrmation system.

Actlvlty C

Study the existing human resource information system {HIR (HRIS)) in an

organisation, and comment on the procedure followed for maintaining the security of
confidential data.

Prraaaa TiereEEaan L R TEmmEb s s tarf ra e n s Maeds i e nan INsdrrbarnnnanr
Activity D

If there is not an existing human resource information system, carry out a
rudimentary investigation to identily what data are available in personnel files,
dossiers, ete., which could be easily collected for purposes of Human Resource
Planning.

13.5 EFFECTIVE HUMAN RESOURCE

INFORMATION SYSTEM : SOME
APPROACHES .

To begin with an effective information System, there are two basic questions to be
answered. L ' . .

I} What is the information need?

2) How can it be met most effectively? -

These posers are important, whatever be the size of the organisation,
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As far as small organisations arc concerned, there is unlikely to be need to undertake
elaborate manpower planning. In such grgar[isations the information needs are likely
to be few and simple, as can be met by a manual human resource information
system. The manual system consists of a set of forms and manual files. The manual
files consists of a set of records. There is a folder for each employee with the
employee’s employment history. appraisals, and salary record maintained in the
personnel department. Another set of records pertaining to compensation and benefit
information may be maintained in the pay roll section. The employee’s manager may
also like to maintain a separale (ile for his exclusive use, Entries on forms and
addition/deletion in the existing records is carried oul manually. (The manually
operated information systems suffer from several defe deficient deficiencies which we
will consider later.} "

Organisations—not small, and not having a comprehensive HRI syslems — can take
recourse to several other alternatives:

1) Expand the existing computer based payroll system. Since most firms now Use a
computer for payroll purpeses, this system itself includes many basic employee
data elements which may be expanded to include other elements necessary for
human resource planning. .

8

2) Establish a supplemental system. Alternatively, a separate supplemental system
could be establisiied and interfaced with the payroll system to provide the
additional data elements required. Tf planned intelligently, this could be a step
toward a modular approach to bmlding a comprehensive HRIS.

3) Set up a wholly separate information system: This is the third alternative which
suggests the establishment of a wholly separate information system for human
resource planning purpose only. The trend is cleary. In large and modern
organisations, the trend is clearly toward establishment of comprehensive
systems. For example. in ITC has a comprehensive information system used by
management to store, change and report personnel information. It is a
centralised information source in a company that is diverse in ils organisation,
products and locations.

Now before we move over to the design considerations and steps involved in
establishing a comprehensive human resource information system, let us also take
note ol several inadequacies in- lhe manual HRIS and sngml’cant features of
compulerised system.

13.6 WHY COMPUTERIZE PERSONNEL RECORDS
AND INFORMATION SYSTEM?

We have noted that a periodic and systematic analyses of the personnel records can
be used for a variety of purposes such as—

= provide data essential to. human resource planning;
@ aid the evaluation of current personnel policies and practices; and
e cnable to produce an inventory of manpower.

besides preparation of several reports and retumns [or submission to various
government/non-government agencies, clc.

In manuelly operated personnel record systems, entries.on forms and insertion of
changes from time to time.in the relevant records often fall behind so that the
records are not showing the current position always, This leads to a fresh exércise
toward collecting and compilation of original data elements, everytime the
infermation is required. All that can be very time cehsulping.

However, let us look at some of the shortcomings inherent in manual personnel records,

systems so that the perspective of -potential benelits of going in for a computerised
personnel record and information system becomes clearer.

Human Resource
Information System

LEEE 1o Mt = Fam e

ik o L T

eI T T T

R R o
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Humun Resource Plapning
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Deficiencies and drawbacks of the manual system
iy cost

ii) accuracy

ili} fragmentation

iv} duplication

v) dilfliculty of analyses

Cost : Manual systems involve significant clerical and routine administrative work
load, the maintenance and updating of records being labour intensivé and costly. In
addition, the documentation being relatively non-standardize, the same have to be
pro time and again, the same have to be produced separately.

Accuracy : The manual transfer of data from one record to another increase the
chances of error. It is nol uncommon to find the data collected from the same
sources at different times or by diflerent people giving almost a different picture. As
a result, the accuracy and -reliability of the manual system is held to be very much in
doubt. -

Fragmentation : Manually stored information is frequently held in a fragmented
manner with differcnt picces of information being kept in separate files at different
places, Thus many manual systems are unable to provide a single comprechensive
picture of an employee on one record.

Duplication : As it happens, some of the information held in the personnel records
may be needed simultancously by @ number of other uscr departments such as payroll
department/salary group, training department may like to keep duplicate records to
meetl their respective needs. Such practices are not oaly pronc to duplication but add
to the costs.

Difficulty of analyses : The manual analyses of data is time-consuming and quite
often not available on time for purpose of decision making. As a result the difficulty
in extracting information promptly from manual systems may put the personnel -
function in a backstage position where it may be overlooked or bypassed for as 2
source of uselful information for decision making. So much so, the role and
opportunitics of the personnel function to influence manpower planning decisions
may get consequently reduced. In the ultimate. in that event, it is likely to creat
scope for decisions being taken on ad hoc basis—so very prejudicial to systematic
planning and decision makmg leave aside any meaningful control and measurement
m=zchanism being available to the management. The problems need to be considered
in the context of one's own organisation. Moreover. ns organisations grow larger, the
manual systems tend to break down under the burden of manual processing,

Computerised personnel records/information sysiem : Some potential benefits

While it would be presumptuous 1o assume that compuierisation would
automatically solve all the problems associated with manual sustems, in the fast
changing technological and information processing envirenment, it does present
several potential benefits. .

Cost effectiveness : Taking into consideration the factors of time, speed and the
enormous amoul of data which a computer cén’fﬁoccss: the computerisation offers
an option. When personnel function faces conflicling pressures to provide more
information while al the same time 1o reduce administrative overhead.costs, the

computerised system can become increasingly cost effective because in the long run

the costs of computer hardware fall relative to the cost of employing ever-increasing .
clerical staff. But let it be understood clearly that it would be a false analogy to draw
a straight cost comparison between a manually, operated system and a computerized

system because the computer is'capable of perform:ng a fundamentally dll'ft:renljob .

Thus to put the.concept of cost-effectiveness in the right perspective, the ~
1mprovcmenl in the quality of human resource decision-making which is made

. possible through computerization, need also be taken into consideration.

Effective human resource information : Perhaps more than the cost effectivencss is
the potential provided by computerization [or establishing an effective human
resource information systern. The following table makes it clear:

—— -




Manual system

Computerited system

Retrigving information is slow and cumbcrsame

Personnel funetion is bypassed as a source of

Retrieving information is fast and simple

-Personnel is considered as a reliable source of

usclul information infarmation useful for decision making

e ldentity of personnet function is lost ¢« With information as a power Lool, the
personnel function is in a position 1o influsnce
palicies and decisions

s Not able to respand to ad hoc enquiries for ¢ [nformation can be readily manipulated,
information and complex data needs rerged and disaggregated in response 1o special
and complex demands and presented promplly

Improved sccuracy

In addition, a computerised human resource information system can climinate the
shortcomings of manual system noted earlier. Significanily, computerized systems do
not depend upon constantly copying out data from one record Lo another as in the
manual system. That means the data is entered only one with provision for updating
at regular intervals. Therefore. once the relevant data have been fed accurately, they
will remain in pure form and accurate until any item is changed. ‘

¥Yalidation of data-error dsteclion

Further, availability ¢f good sofrware systems should enable validating and editing
data and detecting errors in 2 number of ways such as:

* criterion checks for particular fields,for example, an error warning if a post is
reserved for a cerlain category of person, if a salary is above or below a certain
minimum/ maximum, or if cxceeds 58 years and, so on. ’

® link checks for example that salary is incompatible with grade, date of joining is
“at least 1B years alier date of birth, etc.

Finally, a computerized system can greatly reduce {ragmentation and duplication of
data. All data can be stored in a single system Lo enable retricve! of compiete picture
of cach employee or of each defined parameter in a desired number of permutation

" and combinations. In advanced sysiems, other user departments outside the
personnet function can be provided with an on-tine link into the data h2se [rom
‘remote control terminals programmed with pass words to restricl access and update
only those parts of the data base which are necessary for meeting out specilic needs.

13.7 COMPUTER APPLICATIONS IN HUMAN

- RESOURCE MANAGEMENT: AN OVERVIEW

- En the earlier section the polential uses of computers as against the manua)l human
resource information system were considered. It has enabled us to develop a,
preamble to the subject of applications of computers in human resource management
as follows:

A computer based human resource information sysiem is
a computerised personnel record system -
a generator of personnel information

an aid to personnel administration, and '

an aid to various specialist techniques in personnel management wherc a strong and
reliable data base provides the key to greater effectiveness.

»

Human Resolirce
information System
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Mersurements in This section sets out a list of potential epplications of computers in personnel
Human Reource Planning function. The list is intended to provide an overview of the applications; yet not to
be treated as exhaustive, Because once the system is established, possibilities of new
“-applications in specific need areas can be explored.

a) Personal record keeping : The lundamental functions of computers in personal
work is keeping employee records. A good personnel system should enable the
personnel department to store all information currently held manually about
employees on a computer. In addition, it should be possible for the user to keep
historical files of past employees for purposes ol identilving trends and making
projections when developing human resource plans.

b) Report generation : Report generation is the capability which enables the user to
manipulate any of the items stored on the data base as required by means of
sofiware referred to as 'report generator’. That would mean facility for
producing the more common standard reports, ad hoc enquiry facililies, and a
diary facility. The diary facility can be called up to cover a certain period of time
such as the forthcoming menth, and will produce a list of action required by the
personnel department on the basis of information held in the data base.

¢) Word processing and Integrated Jetter writing : With this facility it is possible to
store in the word processor a range of standard contracts of employment or a
variety ol standard clauses which can be selected and merged without together in
order to reduce the typing effort individuaily. Linking word processing to the
computerized personnel system provides lurther opportunities to automate
standard administrative procedures.

d) Recniétinent : When organisations are engaged in recruitmeniicampaigns, these
can generate,a considerable amount of administrative work. Under a
compulerised procedure, the basic details of applicants can be pui into the
computer and their progress through the recruitment procedure can pe fed inlo
the computer in the same way. Such a system can provide management with
progress reports on the filling of vacancies and the status of the p-ndmg
apphcanons .

¢) Wage and salary planning : Planning of wage and salary increases which
otherwise a time consuming process and fought with discrepancies in a manual,
system, can be easily handled by a good computer system.

f) Absence and sickness : The data on sickness and absence—duration, reasons,
elc., can be stored against the record of each employee. For purposes of
reporting this information can be summarised periedically according to the
variables stored on the dala base.

e) Human Resource Plenning : We have noted carlier that inforrgation |is the
strategic backbone of human resource planning. Computers are capable of
assisting the process of human resource planning in several ways. Firstly, they
greatly enhance the scope of the persennel department to analyse the structure
and composition of the current labour force, and to provide useful information
for human resource planning purposes. Sccondly, by using specially designed
packages it would be possible to make projections and raise issues which can
simulate future patterns of the organisations human resource system. |Further, the
system will be readily able to identify weak spots and strong points through the.
process of generating information and its analysis. Additionally specialised
modelling packages can be used for such applications as (i) for predicting
wastage patterns, (ii) for simulating manpower flows into, within and outside the

. organisation, and (iii} for simulating earcer structure against a range of
assumptions about organisational growth or contraction.

*h) Personnel costing and control : It is now possible to provide through a
computerised information system line management with regular reports on staff -
numbers and costs against budgets or targets, including. information on turnover,
absentecism, overtime levels and costs to serve as indicators of the organisations
extent of efficiency in the wtilisation of its human resources.

_ §) Training and development : A computerized personnel records system provides
14 ) organisations with speedier and ready access to information abhont the ckilla, ~
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education, qualification, appraisal ratings, career history etc., of employess. This
wil} help talent search within the organisation as well as identification of training
and developmental needs of employees at different levels.

j) Other application packages : Include job analysis, job evaluation, staff
schedulling rostering and shift modelling, etc. ’
4

Finally. as onc of the most significant uses and applications of computers in
personnel work is the capability of computers to produce output in the form of -
graphs, bar charts, histograms, pic charts, etc., through the use of appropriate
software and peripherals.

Lativity £

Vour organisation proposes to establish a wholly separate’ [nformation System for
Human Resource Planning purposes only, As personnel manager, you are required
fc prepare a note selting out several uses and applications of computerized personnel
reords system 1o be used for purposes of staff orientation in Human Resource
{nlormation System concepls. )

13.8 SUMMARY

Human Resource Planning draws heavily on information, Appropriate and accurale
infarmation is thus essential to planning of human resources as well as to different
[acets of the human resource managetnent function as such. There are certain basic
requircments up to which the information must conform. '

At the macro level. although there do exist institutional arrangements for providing
manpower data, but the need for improving the effectiveness of human resource
planning and policy has been articulated at several lora.

Al the micro level the importance of having a well-defined and detailed manpower
information system within the organisation has been emphasised. The point has been
madc that at the enterprise level, there is need for a comprehensive human resource
information system. In this context, the deficiencies and shortcomings of manual
human resource information systems have been noted in order to develop a clearer
perspective for going invfor a computerised personnel records system. Several
advantages and applications- of using computerized information system Have been
brought in to focus, Those of you who may be interested in the design process of'a
compulerized human resource information system would be wetl advised to read
further the subject itself being so specialized in nature. )

13.9 SELF-ASSESSMENT QUESTIONS

[} Why is it that information is called the very “stufl™ of planning?

3} Trace the essential steps and processts involved in developing a Human
Resource Information System,

1) Discoss the lactors which should be considered before taking a management
decision on establishing a computerised Human Resouree Information.

Human Resource
Information Systemn

Is

TEATES AL

T

B B At it Bl

T T s




Memsuremeals n
Human Resource Plenning

13.10 FURTHER READINGS

Evans, Alastair, Computerising Personnel Sj’srems : A Basic Guide, IPM, London,
1986. . ) ' )

Murdik, Robent G., and Joel E. Ross, Information Systems jai' Modern
Managemeny, Prentice Hall India, New Delhi, 1979,

Cascio, Wyne F., Managing Human Resources : Productivity, Quality of Work Life,
Profits, McGraw-Hill, New York, 1986,

Walker, James W., Human Resource Planning, McGraw-Hill, New York, 1980,

Amjad, Rashid, {cd), Human Resource .Ffam.u'ng : The Asian Experience,
ILO/ARTEP, New Delhi, 1987,

| i S - — T




UNIT 14 HUMAN RESOURCE AUDIT

Objectives’ _ ' -

After going through this unit yoxi should be able to:

¢ understand the concept of human resource audit as distinct {rom financial and
statutory audits;

e appreciate the need, purpose and scope of human resource audit;

¢ devclop a perspective on the know-how ol human resource audit.
Structure

14.1 [ntraduction

4.2 Definition of Human Resource Audit (HRA)

3.3 The Need and Purpose of Formal Human Resource Audat
[4.4 Information as the Key Faclor :

14.5 Scope ol HRA -
4.6 Approach 10 Human Resource Audit-—- Whe Conducts?

14.7  Auditing Process : Exsential Steps in Human Resource Audil
148 Sumniry

149  Self-assexasment Questions

14,10 Further Readings

14.1 INTRODUCTION

Conveniwonally. the independent accoumant, alter completing an audit. is in a
postnion to render a certilicate covering his findings. Mention is made ol the period
covered by the audit, An assertion is included in the certificale, that a review has
been made of the company™s internal control system and of the accounting
procedures followed. A brief statement of the scope of audit is made. Any
qualilications that are applicable 10 the ¢xecution of the assignment or to the
campany’s accounts are prefaced. Finally. the independent accounant renders his
opumon regarding the company’s financial statements and the basis on which the
accaunts have been kept. Prolessional cthics 1s observed by independent accountants.
Muterial facts are nenher missed or musstated.

Aguin. conventionally. during manpower audit disbursements made on account of
payrolls are checked to underlying records. This may even require venification of
employee’s signatures on payroll receipts to the extent considered necessary. Record .
of the time of arrival and departure of employees is checked: so also the reports of

the number of pieces turned oul by picce workers, Payroll records covenng bonuses

and commission on sales 10 emplovees are subjected to scrutiny. Also, certan payroll
deductions and contributions in accordance with several social secunty and welfare

laws is checked 1o compliance and accuracy.

Other areas sclecied for scrutiny are!

authorisations of additions to a company’s personncl,
sanctions to the grant of special bonuses and profits sharing distributions, and
payment of compensations;

= comphance with wage regulations.

In the matter of quantum of zudit and manner of sclections, the audilor may
introduce Lhe elements of test check and surprise being left to his sole diseretion.

[tis a general practice tor independent accountanis 10 analyse the changes which
100k place in the company’s personnel during the period covered by the audit The
net increase or decrease in the number of employees in any one [unclion or function
occupation is discussed with onc of the company's senior executives in order 1o
obtain the benefit of his comments regarding the siwation.
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Human Resource Planning

Careful consideration is given by the ifidependent accountant to the company’s
system of internal control and check, while determining the scope of the programme
of audit. Obviously, much of the quantum and thrust of"audit can be directly related
10 cffectiveness of the comp=nv's internal control system.

The Managerial control implies two things :

1) checks,and ii) measurements. Checks imply monitoring the working of various

parts of the organisation by observing th: working/by getting feedback information,
and take corrective action wherever necessary. In the measurement proesss, control
refers to standards measurement which are set in advance to determine how well the
assigned {unctions are being performed.

While management can use a variety of means and meastrement in control, in
human resource management, audit is one of the most important devices and a
significant step in the human resources planning process. Rather, it is considered as
the first step in planning of human resources.

14.2 HUMAN RESOURCE AUDIT DEFINED

Human Resource Audit is a systematic assessment of the strengths, limitations, and
developmental needs of its existing human resources in the context of organisational
performance. (Flamholz, [987)

14.3 THE NEED AND PURPOSE OF FORMAL HR
AUDIT

The commonly understoed audns are the established and regular accounting audits
carried oul in accordance with specific statutory reguiations. However, in the case of
human resource audits, there is no legal obligation, but enlightened managements
have voluntarily accepted its usefuiness depending upon the circumstances. The
following circumstances may be cited as examples :

® fcl: concern by top management
conipulsions of the external forces necessitating a situational audit
business changing significantly influenced by international business decisions
affecting human resource managemenlt

® an urge on the part of human resource management professionals towards
advancement of the practices and systems.

Human Resource Audit (HRA) : What it does?

One premise on which the human resource audit is based is that epportunities are
being missed by staying with the current approaches. [t considers 1the human
resource process as dvnamic and that it must cantinually be redirected and
revilalised to be responsive 10 the ever changing needs.

14.4 INFORMATION AS THE '"KEY FACTOR’ IN HRA

Human Resource Audit is the critical analysis of the exisung human resource within
the organisation. To be able 10 do thal. the audu will have to be served with the
data that is quantitative, qualitative, as well as comprehensive. In other words, the
success of 1his stage of human resource planning solely rests upon the manner in
which personnel records and other mform.llmn are mamtaned. [Uy from the base of
the current sitwation thal the human revource audit » Lo 1ake in order that the future

musl be planned Heoce the information needs of such a critical exercise must be
met.
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14.5 SCOPE OF HUMAN RESOURCE AUDIT

Every time a human resource audit is to be taken up, the scope is decided. The audit *
nced not be cxhaustive but.may focus on a particular function of human fesource
management such as training and development, compensation, performanice

appraisal, etc. Nevertheless, the objective and approach of HRA-—more or less—
remains the same, regardless of scope.

14.6 APPROACH TO HUMAN RESOURCE AUDIT :
WHO SHOULD CONDUCT?

[n routine audits, avditors are engaged 10 verify the accuracy of financial
information and the reasonableness of the accounting practices [ollowed by an
organisation, [n the course of these audits, the auditors at times provide inputs that
may be serve as pointers Lo the state of affairs with regard to financial planning and
accounting procedures, tnviting attention of the top management. -

Essentially, human resource awdits are not routine. These are 1n fact, studics of an
unusual nature. The manner of conduct can be self-directed surveys. or task forces
within the aerganisatan, or reserved for intervention by oufside consultants.

The audit can be cither 4 one tme affair or an ongowng audit function for operating
units wilhin the organisztion. For example, in onc company, the focus of audit was
an anulysing the extent o which managers and supervisors complied with established
personnc) policies and praclices,

Qutside Consultants and HRA : Some perceived advantages

Many firms prefer to have independent consullants conduct the audit in order to
vhtain greater objectivity and impartiality in reporting. Consultants who have w1dcr
ciperience and specialivation in the parucular field. Most of them possess an
uncanny eye on detinls and data that nught otherwise be looked as insignificant.
They are supposed o act with imparfrality and make judgments on what they review
and analyse without rish ul projudice

t4.7 AUDITING PROCESS : ESSENTIAL STEPS
IN HRA

lhough the process would vary from organisation 1o organssation, pencrally i
IS i ) £ Y
mvolves the tullowing steps

1} Briefing snd orientation : [his s a preparatory meeting of key stafl members 10

11 discuss partiwcular nsues considered to be signilicant,
n} chart out zudic procedures, and
! develop plaos and programme of audit.

1) Scanning materizl information : 1hiws involves seretiny of all available information
pertamng to the persennel, persannel handbooks and manuals, guides, appraisal
toras, matenal on recruitment. camputer capabilities il a computer and all such
ather inforntation considered malterial.

3} Surveying employees @ Sunveying emplovees involes interview with key managers,
lenclongl vacsutives, Lap tunctionanes v the organsations, and even employees’
pressnoatives Ol ecesseny TRe purpase s to pinpaent ssuaes of concers, prosont

srength-ountsaatod ae Lnd MAnage il PRaaapiiEs S AN o eaures

4) Conducting Interviews ; % hat questions to ask? The direction which audit must follow
15 based on nwues Jeveloped through the scanning of information gathered for the
purpase However, the audit efforts will get impetus if clarity 1s obtained as 10 the key

factor s ol human resource management sctected for audit and the related o c_ucsuons that
nced to be examincd -

Human Resource Awndit ~
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- The following mode] depicts the various key factors on which information necds.

". during human resource audit need to be focussad. It is developed from the interview
guide used in an ¢lectronics company. It covers a wide Tange of topics of profound -

interest relating to humaa resource management practices in the organigsation.

The questions to be asked on these topics need 1o be framed very carefully. These
questions may be developed by the interviewer/audit team on the follomng aspects !
as indicated against each topic. .
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HUNMAN RESOURCE AUDIT:
Key factors in
human resource managemeil

Topics Tor Enterview Queslionnaire and the aspects 1o be cuvered

Lopic . Related zspects 1o be covered

Iy INFORMATION Coverage
Source
Adequacy
Gaps

23 FORFCASTING Merthodology
Reliabaliy

Testabliny

Budgeuiing

Time orwantation
Technology perspective

©3) IRAI\[]\(; AND

DEVELOPMENT Need assessment
Selection criteria
Levels covered and frequency
Internal vs external Lraining
Qualily consciousness
Changing nceds
C.].imalc for sell-development

4y PERFORMANCE
APPRAISAL Validity of appraisal process
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“Clear objectives

Fitness .
Benefits and/or dmwhacks/ problems
Know-how of appraising

Uniformity in process
Underlying benchmarks
Consistency in ratings
Linkages with pay
Feedback to employees
Changing nceds

5) MANAGEMENT

SUCCESSION PLANNING

Policy formulation

Identifying key positions

Availability of successors

Maiching future needs

Responsibility for grooming and developing
Handling non/poor performers

6) COMPENSATION

Appropriateness of policies
Company philosophy

Adequacy of rewards

Nature of job descriptions
Flexibility in job evaluation systems
Control over costs

Rationale of reward system
Opportunities for improvement

7} AFFIRMATIVE ACTION

Efficiency of action programmes
Lessons for future

By SPECIAL ASSIGNMENT
{other human resource

[unctions)

Clarivy

Comments
Aclivities” jurisdiction

9) NFFD
INTER-RELATIONSHIPS

Uniygueness

Distincuiveness

Presence and awareness ol about company's human
resource policy

Clarity on objectives of human resource audit
Future cutlook on philosophy

Capabilitics of implementation

Hh THE STAHE FUNCHION
(Uhe buman resouree stalh

Expectation from human resource stalf
Degree of salisfaction

Adequacy

Attitude and approach

Capability and poicnnal

Suggesuon for change

R P

The process of the interview and the sequence of questions is often as important as
their content. Another effective method is the ‘focus interview™. A focus interview
mvolves mectings between & trained interviewer and selected members of the
organisation. Here the interviewer asks a variely of questicas planncd and prepared
in the same fashion as the interview questionnaire explained carlicr.

5) Syntheslsing : The data thus gathered is synthesized to present the

current situation
priontics

stafl pattern, and
1ssucs identihed.

- O A &

Similarly, [uture nzzds are identified and appropriate criteria developed for shot-

.-

liglting the humean resourze priosities and specifiz recomm-adeiinns ns iz
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6) Reporting : Just as the planning meetings of briefing and arientation. the resuits
of the audit are discussed within several rounds with the managers and stalf
specialists. In the process, the issucs that.get crystallized are brought ¢ the notice of
the managemenlt in a [ormal report. .

In conclusion, human resource audit is an important approach to human resource
planning. it is practical because if correctly conducted. it should inceease 1he
effectiveness of the design and implementation of human resource policies, planning
and programmes. A periodic and systematic audit helps buman resaurce planners
develop and update employment and programme plans.

vosnducra b

K : gman Rosoeice Audit Drersasa iy vour
S v repars asuiahis qunsuiaanre covenng Iraimng wnd Deveropoeient.
; . TR e e ar COLEETNS Of vour ormaisetion o Lt wide s

houseliorannivagr Belonye

i4.8 SUMMARY -

Human Resource Audit 1s the eritical analysis of the existing human resources within
the organisation. It is a systematic review and asscssment of human resource
management philosophics. pohicies, systems and practices. In terms of nced,
approach and procedures, human resource audit i different frem the commanly
understood accounting audits carried out in compliance ol certain mandatory or
stalutory requirements. Similar 10 the case of Human Resource Planming, the success
of Human Resource Audit 15 dependent. The reason {or conducting a human
resource audit is that it s from the base of the current situation that the future must
be planned. Thus an enormous zmount of information neceds to be available Bul
similar 1o the case of human resource planning. Lhe success of this audit s dependent
upon the availability of the quantitative as well as qualitative information and its use
by the auditor*. The purpose of human resource audit is to gather data about the

"
*  The teem nuditar in the present conterl rxlart 1o any person- ol nccassardy u chartered socountant  wha

may be acugned the 1ash of auditing human resources

e e
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judgments about how its functioning, effectiveness, and requirements for future
planning and devclopment. The decision to conduct a human resource audit and its’ .
frequency would be guided by the top mmanagement’s {ell concern or, amongst other i
considerations, a desire on the part of the human resource professionals to advance '
the current practices and systems prevailing in the enterprise. The audit: may be

conducted by the management cither ‘in house’ or by engaging an outside consultant

in order to obtain greater objectivity in reporting.

" organisation’s human resource management and to use those data to make Human Resource Audit Pl
. o

14.9 SELF-ASSESSMENT QUESTIONS

[} Compare and contrast the [ollowing :

- Statwtory Auditand Human Resource Audit, Quantitative infarmation and
Qualitative information. Give examples (o illustrate your answer.

2) Identily and explain which dimensions of training and development are likely to
come into focus during a human resource audit,

14.10 FURTHER READINGS
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Thicrauf, Rober J.. Managemens Auditing : A Questionnaire Approach. AMA
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UNIT 15 HUMAN RESOURCE

~ACCOUNTING e

Objectives
After going through this unit, you should be abie to:

s understand and define the concept of human resource accounting:
» describe the mein objcctive and the manaegerial role of human resource accountinlg:

» appreciate the role of information as & key factor in human resourcc accounting
system;

e understand the basic concept and the masurement aspects of human resource costs;

» [ollow the concept and various methods of monetary and non-menetary valuation of
human resouress,

e understand the process and problems of designing and implcmenting a human
resource accounting system,

Structure

15.1 Introduction and Early Developments ]

15.2 The Coneept of Human Resource Accounting

15.3 Human Resource Accounting : Objectives in Relation to the Process of
Human Resource Management

15.4 Information as a Key Factor in HRA .

15.5 Human Resource Cost : Concepts and Methods of Measurcmenl

15.6 Human Resourcs Valuation : Concept and Determinants of Value

157 Human Resource Value ; Monetary Measurcments

15.8 Human Resource Value : Non-Monclary Measurements

159 Developing a Human Resource Accounting Sysiem ; Some Design
Considerations '

15.10 Phases in the Design and Implementation of a Human Resource Accounting
Systemn :

15.11 Human Resource Accounting : Need for Further Validation and Research

15.12 Summary ’

15,13 Key Words

15.14 Review Questions

15.15 References and Further Readings

15.1 INTRODUCTION AND EARLY DEVELOPMENTS

Effectiveness s best measured by comparing inputs with the desired output. This
gives a direct and positive measure of effcctiveness as well as providing comparative
information to show how effcctivencss has altcred over a period of time. It requires a
commeon base for measuring inpuls and outputs. Measurcment is the process of
representing the properties or qualities of objects in numerical terms. in our control
systems, measurement has a dual function. It provides information that can be used
for evaluating performance, end to make corrections in goal directed behaviour. This
is the informational funciion of measurcment. The accounting system, with its
measures of financial and managerial performance, is a part of overall measurcment
systemn that contributes to the informational function. The informational function
glso draws on non-financial measures of performance such as product quality and
organisational climate. It may bec noted that the very act of measuring something has
an cffect on people’s behaviour because people tend to pay more altention to the
aspects of jobs or performance that are measured,

Tn human resource planning, unlike other functions, there is still the problem of
measuring itself; how can personnel inpuls be measured using some common




- standard mc\nmbly financiat 7 This prcscnts serious difficulty for the personnel - x. Humhl'l‘&u'u_m A:cnunlln; :

function itself.if it has to measure that output in financial terms. One:attempt to
apply financial denominators to human resources is the human asset or human
resource accounting which endeavours to measure both the cost and the value of
people to organisations.

The subject of approach to measurement of human resources through human
resource accounting has tempted personnel specialists and academics alike. The carly
devclopment of human resource accounting was csrried out by a team of researchers
from the University of Michigan's Institule for Social Rescarch under the guidance
of Rensis Likert. Likert felt that the failure to show the human resourcss of the firm
as an asset on the firm’s books caused menagement to undervalue these resouress in
its decision making. Early development work by the research team at the R.G. Barry
Corporation at Columbus, Ohio emphasised the capitalizing of expenditure on
employee recruitment and development, using the historical-cost approach. The
" money spent on recruiting and training of employces was treated as a capital
investment to be amortized over several years, since the benefits were presumed to
continue over that period. R.G. Barry Corporation presented the human resource
accounting information as an addendum to its regular financial statements in its
report to stockholders. However, the primary use of ml'orrn.atlon is for managerial
control and decision making.

Sevcral other firms, including the accounting firm of Touche Ross & Company and
Lester Witte & Company, Bank of America, A.T.&.T. and several others have
experimented with various forms of human resource accounting, but for internal
reporting only.

In India, several companics in the 19705 began to reflect the value of their humen
resources in their annual reports—not forming part of the audited financial
statements; BHEL, Engincers India Ltd., Cement Corporetion of india, and ACC—
to name a few. Significantly, ONGC has drawn up for its human resources a 20-year
plan frame ending in the year 2005 AD. 1t reflects the value of its human resources
in the social balance sheet eppended as supplemszntal information to the annual
report.

15.2 THE CONCEPT OF HUMAN RESOURCE
ACCOUNTING

The subject of offering measures of the values of people to the organisation through
human resource accounting has tempted human resourcs professionals and
academics alike. Flamholtz and Lace {1981) have defined this approach in the
following way :

“Human Resource Accounting may be dcfincd as the measurement and. reporting
of the cost and value of peoplc as organisational resouces. It involves accounting
for investment in people &nd their replacement costs, as well as accounting lor
the economic values of pcople 10 an organisation.™

They go on to describe the value of an employec Lo the firm as “the present value of
the difference betwesn wage and marginal revenue product. An employee’s value
drives from the ability of the firm to pay less than the marginal revenue product.

According to the American Association of Accountants (AAA), human resource
accounting is “a process of identifying and measuring dats about human resources
end communicating this data to information to interested parties™. This definition
considers human resource accounting to be an cxtension of basic lunctions of
zccounting namely, identification, measurement and communication of date related
t0 human resources.

In an earlier definition, Flamholtz refers to human resource accounting as
“accounting for pcople as an organisational resource™ According to him, it involves
measuring the costs incurred by business firms and other orga.msatmns to recruit,
select, hire, train and develop human resources. It also involves measuring cconomic
value to of people to organisations. Eric Flamholtz’s definition makes it clear that

the term *human resourcc’ recognizes pecople who form organisationsl resource. 25

——— Tz T

1= T

re-




Messurements in

Human Resource Plannolng

To quote Davidson, “Human resource accounting in the measurement of the cost
and value is a term used to describe i varicty ol proposals that seck to report and
emphasise the importance of human resources knowledgeable, trained and loyal

" employees in 2 company's earning process and [otal assets™

In the words of R.L. Waoddruff Jr.. Vice President. R.G. Barry Corporation  the
company which undertook pioneering work (19605} in developing human resource
accounting—“human recource accounting is an altempt to identily and report
investment made in resources of the organisation that are not presently accounted
for under conventional accouating practice.” Woodru(f further considers it ta be an
information system that tells management what changes aver time are ocgurnng to
the human resources of the business.

In the foregoing definitions onc may not find unanimity vn whit human resource
accounting is but one point should not escape notice : the significance of
information, Human resource accounting system requires and produces @ great deal
of information.

153 HUMAN RESOURCE ACCOUNTING :
OBJECTIVES IN RELATION TO THE PROCESS
OF HUMAN RESOURCE MANAGEMENT

The point has been made that human resource accounting is a tool designed 10 assist
in the cffective and elficient use of management of human resources. Let us now
consider the managerial role of human resource accounting more fully. The model
shown in figure | indicates that human resource management is & system designed to

. convert human resource inputs into output in terms of human serviees,

i
|

iINPUTS

PEQPLE.

{Indiveduals.
Groups

and

the

Toul

Human
Organization)

TRANSFORMATION
PROCESS
MANAGERIAL OUTPUTS
SUBSYSTEMS
for SERVICES
Acquiring, ]
Developing, provided
Allocating. by

Conserviny, indivichuitls

Ultilizing, and
Cvaluating. groups
and :

Rewarding
People

[rm mmm - —

26

Evaluation/Feedback

Flgure [ : "Rax" 1luman Inputs tramaformed inte ¥atuable Human Quiput

The inputs are people : individuals, groups. and the tolal human organiation The
transformation process refers 10 the managerial sub-systems for acquinmg,
developing. allocating. conscrving, utllizing, cvaluating and rewarding people. The
outputs are the services provided by individualy and groups. In other words. the
model “transfarms” “raw"™ human resourees inla valuable human services.

Now let us briefly examine cach sub-system ; what it covers and 1ts ¢nabling fcutures
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Sub-system In the

truns (lormation What It includes Enabling Features
procom ’ - ) )

1) Acquisition of Reeruiting Forecasting manpowee
Human Selecting requirements,

Resources Hiring Cost cslimation, and
Manpower hudgets
Provides non-moneclary
LUrrogate measures in

. order 10 (g5t management
potential while choosing
) the person posscssing

the grealest future value
le thc organisalion.

2}  Development ol Training wo Faalitalcs decisions
Human enhance involving the allocation
Rowources technical, of resources by mensuring

zdrunistrative the expected raic of
& intellociual relum in proposed
akills investments in tratning

(Human resource accounting information can greatly influence the acquisition and
development of policy for human resources in more than onc way, such as :

3} Allocation of
Human
Resnuscea

4) Conmrvalion
of Humean
Resqurces

5} Uilization
of Human
Resources

6} Ewvelustion
and Reward
of Human
Besources

review of budget praposals,

cmploymenl decisions wilth regard 1o
& level of enery
* oputssle experience
* extent of training
provide catimatcs of kistorical and
current coste in order Lo help management
® assets trade offs botween the costs
of recruitment ltom outside
ar developrnent from within.)

Asngning prople
10 vanous
organusational
tasks and roles

Muainlaining
Mechnical
capahbililia of
of mdividuals
and lunctional
eflechivenos of

menagemenl fcams.

Process ol
wiing human
1EIVICCS [0
achicve
organisational
objectives

Ayicssing

the valuc of
m=ople to an
orgunmkalan
with respect

1y performance
and ther
promoatabeliny

Helps management 10 allocatc
people to jobs in o way

that will optimize job
productivity. human resource
dewelapment end individuat
satisfuction.

Provides carly warning
sigrals (o sugget Lhe

need (or spcdal atlention
1o conservalion and prevent
thar depletion.

Provides 8 unifying
{eamework (o hedp managers
utihize humsn resources
ellcctively and

clhacnily,

It mekes managers think
al strategies designed

10 1nflucnce the value

ol pcoplc

Helps human resource
cvafuation process by
developing valid 2nd
ichablc methods of
measunng the velue
ul peuple (o the
organuation.

Rewards include compensstion,
pramation and symbolic
‘rewards”. The sub-aystem
cnables adminutration of
organisational rewards in
tclation to & person's

value to the organisation.

Human Resource Accounting
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To conclude, human resource accounting from a managerial perspective offers a way

_of thinking about the management of an organisation's human resources, It is based
on the notion that people are valuable organisational resources. Another aim of

- human resource accounting is to help investors obtain information about an
organisation’s human assets. It may be noted that current financial accounting
practice treats all expenditures for investment in human resource as “expenses® rather
than as 'assets’. This convention results in a distorted measure of an organisation's
return on investrnent. Therefore, it does not offcr a clear picture to the investor who
atternpts to value an organisation’s human resource on this basis alone. Nevertheless,
the point is established that human resource accounting does have a potential role
for management and investors.

Figure il presents a model which contemplates the aims and objectives of human
resource accounting.

Beuer
Humian Resooree
Planning

Lonper
Time
Horizon

New Meusures of .
Effeciive Manpower
Utilization

CGircurer
Accountzhulity for
Humun Resaurces

Helter
Deasmns abaut
People

Increased Munagenal
Awireness ol
Humun Resource Valye

[Tutian Resouree
Adcciunnmg-
Obyjectives

Flgure Il. Oblectivex of Human Resource Accounting .

To conclude, we ¢an say that human resource accounting aims at {1) increased
managerial awareness of the values of human resources, (2} betler decisions aboul
peaple, based on improved information systems, (J) greater accountability on the
part of management for its human resources, (4) developing new measures of
clfective manpower utilization, (5) enabling a longer time horizon for planning and
budgeting, and (6) better human resource planning.

15.4 INFORMATION AS A KEY FACTOR
IN HUMAN RESOURCE ACCOUNTING

Let us consider an example.

One sales organisation operaling through its several regional offices, numerous
branches and employing a sizeable lield work force, during the review of its
op<rations is confronted with the lollowirng ‘reported” problems concerning the
planning and eflzetive etilization of s anpower ;
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. Natare of the problem
1Y High turnover among its
fidd operztives {salamen)

2) Rising sdoinistrstive cost :

Basis of report i
Crencral impreuion
(no data available)

Based on opinion

the personnd cous
accounting for'a very high
companent.

3} Luck of atezntion on the
part of munagers towards
dewcloping their peaple.

Viewed as apparem

Oanly onc or two brancha,
monopolized in offering
promatable manpawer
causing heartburning
amongst the remaining
branches,

A close look at these problems through an outside consuitant brings out three basic
lacunae in the organisation system :

a) absence of a measure of planning of manpower beyond a short-term (one year),

b) obvious lack of information about the firm’s manpower, and

¢) absence of a position of scnior executive in the corporate office for averseeing
and coordinating various human resource activities and cffective wtilization of
the company’s manpower.,

The criticality of (b) can be casily understood because without reliable system of
information, eflcctive planning and controel is just not possible.

The primary purpose of human resource accounting is to help management plan and
control the use of human rescurces cffectively, and efficiently. In that process, it
must require a great deat of information that can serve the management, the
invesiors and other outside agencies, Basically, the information it involves measuring
the costs incurred by busincss firms and other organisations to recruit, selecs, hire,
train and develop human assets, besides measuring the economic value of people to
the organisation,

In the example given above, the arganisation identificd the following kinds of
informations and their use :

Informeilon needs tn humen resource accounting

Klnd of loformaiion Purpowe of informatkan

Ta {acilitaic manpowes
planning

To gather dels an actuwi
costs af reguuimeni #nd
selection, [faimng. €ic.

1} lnfarmation far
Human Rcwource Plenning :

Collection of Nigures aver
the past period provede
rcasonable basu [or
projeating luture expenses.

2} Information for
control of pcrronnel
cosls;

To provide rcasanzhic means
of cveluanng the performance
of managcment in controlling
cotts,

The informatuocn hdpes doelop
& aystem of stendard costn for
personnel rearuameat, sclection
and trainzng That would hedp
furtha in antlyong conu.

)y Iaformation for
control of turmover
costs :

To increese managementy
awarcneas of the cosuw of
tumaver and 10 devise steps
to control it

4) loformstion for
evaluation of management
effectivencas :

To inceasc the sccounability
of managoment in provading
measurements that were eflective
in developing and utilizing
poople over a longer perod

of time.

Human Resoarce Acaounting
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5)  Information for the To- koep the top management -
Board and Stockholders : abreast of changes in the
organisation’y investment in
people and human resource value.

" To help the top mandgement in

dedding on information on the

firm* investment in human

retaurces to investons cven

though the dura remaing unaudited.
The above illustration provides a synoptic view of the elements of information
required to consider various problems related 1o the effective and cfficient utilisation
of human resources in the organisation. It also illuminates the point that the need

for human resource accounting information anses from the specilic [elt needs of an
organisation,

AEtiviir &

jdentdv an arcrel organisotion for which humes resource sCCOUnsing mav ke

UNDTURT e,

21 trew would veu dejermine f human resaueze weToUnting is appropriate for chiv
rrznisaven ?

F1 Wwnei king of informotion i this orgeni-zios 12 1o ceguire ahovl #s homan

P e
<3 Leather aaw vor would plan to ebesia shy infpeme-od

15.5 HUMAN RESOURCE COSTS :
CONCEPTS AND METHODS OF
MEASUREMENT

Before we consider cost measurements through human resource accounting, let us
lake a look at some of the terms used in the accounting concept of "cost”.

Some Definltlons

) Cost. A sacrifice incurred (o obtain some anticipated benefit
or service. Conceptually, all costs have “expense™ and
"asset”™ components.

2} Ounginal Cost : The sacrifice that was actually incurred to acquire or
obtain a resource. Original cost is also termed “historical
cost™.

W eplacement Cost The sactifice that miust be incurred Lo replace & resaurce
presently ownied or employed.

4} Qulav Cost : The sctual cagh cxpenditure that must be incurred to
acquire or replace a resource.

5} TIhrect Costs : Costs which can be dircctly traced to an activity. product

Qr resource.
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6y Indirect Costs : * Costs that can not be traced directly to a specific activity, - Human Resource Accounting

, product or activity process, but which are incurred for
general use in morc than one activity, ete.

7)  Actual Costs ; Costs actually incurred to attain some specified end.

8) Siandard Costs: Cosls that ought Lo be incurred to attain some specified
cnd under certain pre-defined conditions.

9) Opportunity Costs : The income or revenue [oregone or sacrificed in order to
acquire or replace a resource.

The several accounting concepts of costs just deflined have significant applications in
human resource accounting. The concept of human resource cost has its roots in the
gencral concept of cost. Human resource costs are costs incurred to acquire or
replace people. Like other costs, they have expense and asset components. Similarly,
other descriptions of costs viz, outlay and opportunity costs, direct and indirect
costs, actual and standard costs—all fit into the costs framework of human resource
accounting.

There arc two ways to measure costs through human resource accounting : (1) the
original vr historical cost of human resources, and (2) the replacement costs of
human resourees.

The concept of original cost

The eriginal cost of human resources may be defined as the sacrifice that was
actually incurred to acquire and develop or replace people. It includes costs of
recruitment,

selection,

hiring,

placement.

orientation,

on-the-job training,

It has clements of direct costs as well as indirect costs. Far ¢xample, a trainee’s
salary 1s a direct cost, while the ime spent by the supervisor during training
conlributes to the indsrect cosl. For managerial uses of the cost data, it is desirable
to inciude the opportunity costs incurrsd tn the original costs of human resources.
However, since the reliability of the opportunity costs can always be questioned, it
should not form part of reporting to investars and external users.

Mzasurement of original cost of human resources

The defurition of origina! cost of human resources refers o the sacrifice that would
have ta be incurred 10 acquire and develop pecople. This means that any attempt for
mecasurement ol original buman resource costs essentially requires measurement of
acquisthon costs and-traimng costs. These costs will include both direct costs and
tndirect costs of acquiring and developing human resources. Figure L1 presents e
madel for the measurement of original human resource costs
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Replacement cost of human resources

The Replacement Cost of Human Resources mey be defined as the sacrifice that
would have to be incurred today to replace human resouress presently employed.- It -
included the costs attributable to the turnover of a present employee as well_as the
cost of acquiring and developing the replacement. From individuals, the scope can be
extended to include the groups of individuals and the human organisation as a
whole. Replacement refers to acquiring a substitute capable of rendering an
equwalcnt set of services for a single specified position, mc&nmg thereby that the
context is the positional replacement.

There is another notion of replacement cost : personal replacement cost. It refers to
the sacrifice that would have to be incurred today to replace a person presently
employed with a substitule capable of rendering an equivalent set of services in sll
the positions the former might occupy. Here the context is the person, and the
replacement cost is the cost of replacing a set of services provided by one person
with an equivalent set of services to be provided by another,

Measurement of replacement

The conecpt of replacement cost of human resources is defined as the sacrifice that
would have 1o be incurred today to replace human resources presently employed.
The context of replacement cost measurement can be positional as well as personal.

There are three basic components of positional replacement cost : (1) acquisition

" costs, (2) learning costs, and (J) separation costs. While the {irst two components
have been refected in the carlier model, the separation costs refer 1o the costs
incurred as a result of a position holder leaving an organisation. 1t may have both
dircct and indirect components and may include ~uch costs as (1) cost of a vacant
position while scarch for replacement is on, (ii} apportunity cost becausc of loss of
services, and (iii) cost of lost productivity prior 10 the separation ol an individual
from the organisation if such tendencics were apparent.

Figure 1V presents a model for measurement of human rcsource replacement costs
{positional replacemcnt cost)
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Personul replacement cost
The concept of personal replacement cost relers 10 the sacrifice that would have to
be incurred today to reptace a person with a substitute capable of providing a sel of

e e




services equivalent to the individual being replaced. The notion refers to the cost of
replacing a person with a functionally equivalent substitute rather than the cost of
replecing him with the best available substitute. The notion of personal replacement
cost is quite similar to the concept of economic value.

e
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Compare ihe cost figtres worked out dy you independenily with the zcxovnting
_figures meintained by the organisetion, Analyse (he difierences and comment,

15.6 HUMAN RESOURCE VALUATION : CONCEPT
- AND DETERMINANTS OF YALUE

One of the major objectives of human resource accouating is to develop reliable
measures of effective manpower utilization. Both monetary and non-monctary
measures are needed for use in (1) decision making involving the acquisition,
devetopment and allocation of human resources, and (2) monitoring and evaluating
the degree to which the management has effectively and efficiently utilized the
“human resources. -

For the sake of conceptual clarity, let us first take a Jook at some of the terms used
in the context of human resource value with their simple definitions :

© Value : The present worth of the services an object is anticipated to render in the
future. ’

Value of human organkatlon : Present worth of its expected future services to an
enterprise.

Individual’s value to an organisatlon : The present worth of the sct of future services
a person is expected 1o provide during the period he is anticipated to remain in the
organisation.

Group's value to an organisation : The present value of its expected future services.

Individual's expected conditionsl value : The amount the organisation could
potentially realize from his services if he maintains organisational membership during
the period of his productive service life.

lndhﬁual'l expected reatizable value : The amount aclually expected to be derived,
taking into account the person’s likelihood of turnover. '

Productiviy : The sct of services an individual is c'xpccted to provide while
occupying his persent position.

Promotabllity : The set of services the individual is expected to provide if and when
he occupies higher-level positions in his present or different promotion channels.

" Individual skills : The currently developed potential of an individual to provide
services to the organisation. . _ .

Rewards : The benefits derived by the system. -

Human Resource Acoouonting
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Instrumental Individual rewards : Rewards which are-administered in rclauon to
individual effort.

Instrumental systemn rewards : Rewards which accrue by virtue of membership in the
systern. '

Activation-level : The neuropsychological counterpart of the notion of motivation.

Humen resource valuation : The process of assessing the value of people to an
organisation. It involves measuring the productivity and promotability of people.

Causal variables : Independent variables that can be directly or purposely altered by
the organisation and its management.

Goal empi:nh : Behaviour that stimulates an enthusiasm for meeting the group’s
goal or achicving excellent performance.

Intervenlng variables : Variables thal reflect the internal stale, hcalth and
performance capabilities of an organisation.

Managerial behaviour : The dimensions of supervisory behaviour effecting .
influencing group eflectiveness.

_ Organisation structure : The structural relationship among organisational roles.

Peer group behaviour : The support, interaction, facilitation, work facilitation, and
goal emphasis provided by the subordinaie peer group.

Support : Behaviour that enhances somevne else's leeling of personal worth and
importance.

Team Building : Behaviour that encourages members of the group to develop close,
mutually satisfying relationship.

Work facilitation : Behaviour that help achieve goal attainment.

End-result varigbles : Dependent vanables that reflect the results achieved by an
organisation.

Whast is human resource value?
The concept of human resource valuc is derived from the econor:z concept of value.
The economic concept of value has (wo dimensions :

1) Utility ie., value in use, and
2) purchasing power i.c., exchange value.

Value is the present worth of the services an object is anticipated 1o render in the
future. Thus if an object has no future use, it has no value,

Similarly, human resource value is the present worth of people's expected luture
services. The concept can be applied to individuals, groups, and the total human
organisation.’

In the preceding definitions we have noted that an individudl’s value Lo an
organisation is the present worth of the set of future services he is expected to
provide during the period he is anticipated to remain in the organisation.

What determines the individual's value ?

Unlike other resources, human beings cannot be ‘purchased” or owned by
organisations, and hence relatively free to cither serve or lurnover. From the
organisation’s viewpoint, this suggests a dual aspect to an individual's value : one
aspect is the amount that organisation could potentially realize from his services if he
stays wilh the orgamsatlon (maintaining organisational membership) during the
period of his productive service life, and the other aspect refers to the amount
actually expected 1o be derived, taking into account the person’s likelifiood of
turnover.

Two models of the determinants of human resource value are relevant here : one by
Flamholtz that idcntifics the determinants of individual value and the other by
Likert, that explains the determinants of group value,




In Flamhohz's model—Fig. V the ultimate measure of a person’s value is expected
realizable value. This is comprised two variables : conditional value (potential value)
and the probability that the person will remain with the firm during his expected
service life. The conditional value of a person depends upon both the skills and the
activation level that ultimately ieads to his promotability, transferability and
productivity. The organisational determinants of a person’s conditional value include
the degree 1o which the rele assignment corresponds with the employee’s skills and
personal goals, and the reward system used by the firm. Then, the probability of a
person staying in an organisation {maintaining organisational membership) is dlreclly
related 1o the degree of job satisfaction that the employee feels.
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The Likert and Bowers model; Causal, intervening and end-result variables

Likert and Bowers propose causal, intervening, and end-result variables which affect
the group’s value to an organisation, Causal varjables are those which are
controllable by the organisation, while intervening variables reflect organisational
capabilities. Both these variables determine the end-result variables of the
organisation. Fig. VI presents the lists of elements used to measure human
organisational causal and intervening variables,

The causal variables include managerial behaviour and organisational structure,

The intervening variables include group processes, peer leadership, organisational
climate. and the subordinates® satisfaction.

The end-result, dependent variables reflect the achicvements of the organisation or
the total productive efficicncy in terms of sales, costs, earnings, market performance,
etc. )

Each of these models identifies variables that determine the valuc of people to
organisations. These variablcs must be taken into account in measuring the value of
people as organisational resources. as we move on further. to consider human
resource valuation methads,

"Individual’s

cxpected
realizable
value to a
formal
organisation
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Elements used to measure human resource

Fig. VI
organisational causal and intervening variables. -
MANAGERIAL LEADERSHIP

e Suppori: Friclndly; pays attention to what you are saying; listens

Ref:

Team building:

Goal cmphs-tsis:
Help with wark :

Communication flow:

Decision making
practices:

Concern for persens:
Iafluence on
department :

Technological
adequacy:

Molivation:

Support:

Coal emphasis:
Help with work:

Team building:

to subordinates” problems.

Encourages subordinates to work as a team;
encourages cxchange of opinions and ideas,
Encourages besi efforts; maintains high standards.
Shows ways to do a better job; helps subordinates
plan, organise and schedule; offers new ideas, solutions
and problems,

ORGANISATIONAL CLIMATE

Subordinates know what is going on; superiors are
receptive; subordinates are given information to do job
well.

Subordinates are involved in setting goals; decisions
are made at levels of eccurate information; persons
affected by decisions are asked for their ideas; know-
how of people of all levels is used.

The organisation 1s interested in individual's welfare;
tries to impreve working conditions; organises work
activities sensibly.

From lower-level supervisors, employees who have no
subcrdinates.

Improved methods are quickly adopted; equipment
and resources are well managed. )

Differences and disagreements are accepted and
worked through; people in organisation work hard for
money, promotions, job satisfaction and to meet high
expectations (rom others and are encouraged to do so
by policies, working conditions, and people.

PEER LEADERSHIP

Friendly; pays attention to what othecs are saying;
listens to others' problems.

Encourages best efforts; maintains high standards.
Shows way Lo do a better job; helps others plan.
organise, and schedute; group shares with each other
new ideas, solutions o problems :
Encouragement Lo each other to work as a team,
emphasis on team goal; exchange of opinions and
ideas.

GROUP PROCESS

Planning together, coordinating efforts,
Making good decisions, solving problems.
Knowing jobs and how to do them well.

Sharing information.

Wanting Lo meel ocbjectives. .
Having confidence and trust in other members.
Ability to meet unusual work demands.

SATISFACTION N

With fellow workers; superiors; jobs; this organisation compared with others; pay;
progress in Lhe organisation upto now; chances for getting ahcad in the future.

Rensis Likert and David G. Bowers, “Improving the Accuracy of PfL

Reports by Estimating the Change in Dollar Value of the Human
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Organi'sation". Michigan Business Review. March [973. See also
Personnel, Vol. 50, No.3 (May-June 1973} AMACOM,

15.7 HUMAN RESOURCE VALUE :
MONETARY MEASUREMENTS

Monetary measures of human resource value are needed in order (o translate
manpower resources into a commen denominator on which many organisation
decisions are based. These decisions pertain to individuals, groups, and the total
human organisation, For this purpose, different methods of valuation are needed
because each of these aggregations of human resources is a distinet unit of
organisational decision making, and as yet there is no single valuation measure
presently developed that can be validly used for all the three.

We have seen earlier that the main aspects of a person’s value 1o an organisation

arc .

I} Expected conditional value, and
2) Expected realizable value.

There are two rclated approaches 10 measuring the expected conditional value, and
expected realizable value @ direct and indirect. in the direct appreach, there is an
attempt to derive a direct or principal measure of a person’s value. The indirect
approach involves application of various possible surrogates or proxy measures of
econamic value in order to obtain measures of expected conditional and expected
realizable valuc.

Flnm‘hollz's Stachastic rewards valuation model |

One meihod proposed for measuring a person’s expected conditional value and
expected realizable value directly, is Flamholtz's Stochastic Rswards Vzluation
Model. The pracess of movements of people through organisationat *states’ or roles
is known as stochastic process. The Stochastic Rewards Valuation model is based on
the assumption that an individual generates value as he occupies and moves along
organisation roles and renders service Lo the enterprise. The model presupposes that
a person will move from one state (role) of the system (organisation) to any other
state during a specilicd time periad. Exit also is considered a state.

In order to follow the model, the following steps arc necessary:

Step | " Define the mutually exclusive set of “states” and individuzl may
occupy n the system.

Step2 ° Determine the valuc of each state to the organisation.

Step 3 Estimate a person’s expected tenure in the organisation,

Step 4 Find the prol:n_abilily that the person will occupy each possible state at
specilied future times.

In principle, a peson’s expected conditional value and expected realizable value can
be equal, provided the person is certain to remain in the organisation in the
predefined sct af states throughout his expected service life. However. the basic

« problem in applying this model in actual organisations is the difficulty of obtaining
valid and reliable datz inputs of (1) the value of a scrvice state, (2) the individual’s
expected tenure, and (1) the probabilitics of occupying each defined state at specified
times—-although Flamholtz continues to cxplorc the various possibilities of
measuring these dimensions.

There are a number of ather valuation models which have been dcvclopcd over the
past two decades and more, We will consider some of these here, The methods
suggested throw considerable light on the possible approaches to the problems of
human resource valuation,

l.ev and Schwartz's present value of future ezmings model

l.ev and Schwartz model is based on the economic concept of recognising humans as
wealth-providing sources of income. and relics on measurement of such wealth as a
present value of future income streams. The exercise involves (1) classification of
employees into homogenous group profiles. (2) estimation of earnings for each such

—
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group, and {3} calculation of the present value of earnings of cach group, using an
appropriate discounting rate. Thus the discounted future expected income stream
represents the present value of services. The model has some limitations : firstly, it
ignores the possibility of the individual making exit from the organisation for
reasons other than death, and secondly, it ignores the likelihood of role changes
beyond one's normal career channel. Further, by simply aggregating individuals into
groups on the basis of age, qualification, etc. is no guarantee of aggregate measures
in value because of synergism.

Hermamon's adjusted discounted fuiure wages model

In this method the approach is to adjust the discounted future salary wage payments
to people by performance efficiency factor (which is & ratio based on the return on
investment diarived by the specified firm relative to 21l otker firms in the economy for
a specified period). :

Apparsntly, compensation measures such as salary are considered potentially useful
to develop a surrugate valuation model. However, in reality they may not necessarily
bear a significant relation either to an individual’s value or to his current
productivity, There are several other limitations such as organisational compensation
policy, wage and salary structure, influence of unions which may not accurately
refl=ct the individual value. '

Hekimian and Jones competitive bidding model

In this model Hekimian and Jones propese a method whereby the concept of
opportunity cost is applied by establishing an internal labour market within the
organisation through the process of competitive bidding. Under this approach, all
managers will be encoliraged to bid for any scarce employee they want and the one
who i< able to acquire his services-put the bid price as his investment base in respect
of that employee,

However, this method also has problem of valuation such as to the adoption of 2
procedure by a manager to decide the amount of bid. '

Validation of surrogate valuation

In a review of the several methods discussed above Flamholiz observes that it is not
sufficient to assert that the various metheds bear an identity or close correspondence
between the (rue unknown economic value of individuals or surrogate measures.
Nevertheless, according to Flamholtz “at best these assertions should be reviewed as
testable hypotheses” pointing to the need of validation through further research.

Monetary measurements : Valuatlon of groups

Earlier, the point has been mentioned that the value of a group may not be equal to
the values of the individuals comprising the group. Mainly, the dilferential is
attributed to synergism. It is not valid merely to apply methods for individual
valuation to group valuation, and vice versa. Hence the need to develop methods for
the valuation of goups per se. '

In organisations, there are several types of groups. For cxample, one classification is
departments, plants, divisions, levels, or just work goups. Another way of grouping
is based on the consideration whether the group comprises an expense centre or a
profit centre. The methods for valuing groups constiluting profit centres include :

1} The Economic Value Method,
2) The Unpurchased Goodwill Method, and
3) The Human Organisational Dimensions Mcthod.

Methods for valuation of expense centers include:

1) Capitalisation of Compensation, -
2) Replacement Cost Evaluation, and
3} Original Cost Evaluation.

Brummet, Flamholiz, and Pyle's economic value model
The Brummet, Flamholtz, and Pyle model follows the principle that a resource’s

value is equal to the present worth of the future services it can be expected to




provide, and therefore, it can provide a basis of measuring the value of & group of
people. According to this method, groups of human resources should be valued by
estimating their contribution to the total economic value of the firm. Thus a firm’s
forecasted future earnings are discounted to determine the firm’s present value, and a
portion of these earnings is allocated to human resources according 1o their
contribution.

Hermanson's unpurchased goodwill model
According to Hermanson, the nnpurchased goodwill notion is based on the premise
that “the best available evidence of the present existence of unowned. resources is the
fact that a given firm ecarned a higher than normal rate of income for the most recent
year™. To rephrase the statcment, Hermanson is proposing that supranormal carnings
"are an indication of resources not shown on the balance sheet, such as human assets.
Even though his method of valuing human resources is explicitly intended for use in a
company'’s published financial statements rather than for internal consumption, this
would nccessarily involve forecasting future carnings and allocating any excess above
normal expected earnings to human resourees of the organisation. However, the
assumptions would be subject (o the uncertainties involved in any forecast of future
events.

This method suffers from severaf limitations : Firstly, since the methods limits
recognition of human resources to the amount of carnings in excess of normal, the
human resource base that is required to carry out normal operations is totally
-igriored, leading to with the result that human assets will be understated so to say.,
Secondly, the method only uses the actual carnings of the most recent year as the
‘basis for calculating human assets which limits the scope of making very much
discounts the reliability of forecasts of future carnings that could be more relevant
for managerial purposes.

Human organisational dimensions method ,

Based on the Likert-Bowers model of group’s value to an organisation discussed
earlier, the method foliows the assumptions on relationship among causal,
intervening and end-result variables. The assumptions are that the causal variables
influence the intervening variables, which in turn determine the organisation’s
end-result variables. According to Likert, changes in the key dimensions il the
human organisation are considered to be dependable indicators for forecasting
changes in the productivity and financial performace of an organisational unit that
the human organisation will be able to sustain over subsiantial periods of time.
Mareover, when changes in the human organisational dimensians occur, predictions
can be made of the magnitude of changes that will oecur subsequently in the output
performance of that human organisation.

How changes in value of human organlsation are estimated in monttary terms ?
For computing a monclary estimate of the expected change in the value of human
orgamisation, the following steps are suggested :

f} Using Likert's ‘survey of organisation questionnaire’, the key dimensions of
human organisation are measured on a Likert scale at specified time periods in
non-monetary Lerms. ) 5

2) The scaled responses to questionnaire items called ‘scores’ are then standardized
by slaltistical methods to take into account the degree of variability of the set of

.responses. This is done in respect of responses for each time periad., B

3) The difference between (wo standardized scores from one period to the next is
then calculated. This difference (cailed delta) represents the change in an index
of specified dimensions of the human organisation. ) _

4) From present changes in dimensions of the human organisation, the expected
future change in end-result variables is estimated. Specifically, for a given
variable the delta is multiplied by coefTicient or correlation between that variable
and end-result variable. This provides an estimate in standard scores of the
anticipated change in the end-result variabie attributable to a change in the
human organisational dimension believed to cause that change.

3) Lastly. convert the standard scores into the measuripg units of the end-result
variables,
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Likert points out further that changes in the productive capabiiity of a firm’s human
organisation cannot be assessed correctly unless pericdic measurements of causal and
intervening dimensions of that organisation are taken regularly. Otherwise current
profit and loss reports often encourage them to believe that changes are oceurring
that are the exact opposite of the shifts that aclually are taking place. When profits
g0 up, it is often assumed that the human organisation has become more productive,
but steps teken to maintain carnings or prevent losses may actually résult in a
decrease in the productive capability of the human erganisation, even though a
shortrange increase in reported profits is attained. That has happened in many firms.

There is same-controversy about the validity and reliability of this method.
According to Flamholtz, this methed is worthy of future research because at present
its validity and feasibility have not yet been established. Likert, however, maintains
that the method is feasible where reliable and valid measurements of the coefficients
are available. ---

Methods for valuation of expense centre groupa
Flamholtz proposes three methods for valualion of expense centre groups using
surrogate measures for their valuation:

1) Capitalisation of Compensation
2); Replacement Cost Valuation, and
3) Original Cost Valuation.

Cepitailzation

This method refers to capntahzmg a person’s salary and using it as a surrogate
measure of human value that can be applied to the valuation of groups as well as
individuals. By this method the ‘value of the group would be estimated as the
aggregate of the value of the individuals comprising the group.

. Capitalization of compensation method is not considered an ideal method of group

valuation because of the possible effects of synergy—a point that has been noted
more than once. Still the method at best may provide a valid first approximation of
a group's value to the firm.

Replacement cost valuation

The replacement cost of a group is defined as the sacrifice thal would have te be
incurred today to recruit, select, hire, train and develop a substitute group capable of
providing a set of services equivalent to that of a group presently employed.

Valuation on replacement cost basis would essentially involve considerable subjective
estimates which at once brings in the question of validity. Nevertheless, replacement
cost can be used as one possible surrogate measure provided the synergism factor
must not be ignored.

"Originsl cost valuation

The method involves estimation of the original cost of rccrumng, selecting, hiring,
training, and developing a firm's existing human organisation. The need for using
original costs to value groups arises out of the necessity of estimating the cost of
developing an effectively functioning team. The teamwork is a process associated .
with effective communication, decision making, coordination and other usual
organisational processes. However, the point must be noed that while estimation of

costs of certain activities namely, recruiting, selecting . . . etc., is possible, there are
no methods of measuring the costs of developing organisational processes,
- %

h\’lluu(lon of the total human organisation

The valuation of the total human organisation employs virtually the same methods
as appropriate measures for valuation of groups, subject to specific method being
used for valuing groups constituting profit centres or expense centres as the casc may
be.
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15.8 HUMAN RESOURCE VALUE :
NON-MONETARY MEASUREMENTS

Although accounting has conventionally used money as its basic unit of
measurement, the American Accounting Association’s Committee to Preparc a
Suatement of Basic Accounting Theory recently suggested that there is no reason why
money alone should be the unit of measurement used in accounting. (The commiltee
stated that “there is also no reason why the only measure applied should be ‘value™1n
terms of doltars.} It is entirely conceivable that accounting should deal with various
maeasures and do so in a systematic form, say, a vector or number of measures™ The
committee concluded that the future scope of accounting was likely to include non-
monctary as well as monelary measures.

Use of non-monetary measurements

In human resource accounting, non-monetary measures of human resource value
have significant uses. Firstly, they may be used for decisions that do not require
monectary measurements -- such as layolf decisions. Secondly, non-monelary
measures may also be used as surrogates for monctary measures. For example, a
ranking of people according to their conditional value may be used as a surrogate
for the monetary measurement of conditional value. Thirdly, non-monelary measures
may be used to predict monetary measures, Hence the importance lo develop valid
and rcliable non-monetary methods of measuring human resource value,

1n this context. lct us revert to Flamholtz's mode! to consider the methods of
measuring cach determinant of an individual's value to human organisations. We
referred to the terms expected realizabls value and conditional realizable value.
Expected realizable value and conditlonal value can be measured by ranking
methods. The probability of maintaining membership can be measured by acturial
and subjective probabilities. The elements of conditional value (productivity,
teansferability and promotability) can be measured by personnel research and
appraisal methods as well as by certain objective measures. Productlvity corresponds
1o measures of performance and it can be measured by performance objective indices
and by management appraisal. Promotabllity 2nd transferability can be measured in
terms of the measures of potential such as psychometric tests and subjective
assessmients. Satisfaclion can be measured by attitude surveys. Skilla can be
measured by a capability inventory and motivation can be measured by an attitude
yuestionnaire. A person's role can be measured by job analysis. while rewards can be
measured through attitude surveys.

All of the variables contained in the Likert-Bowers modei of the determinants of a
groups value can be measured by the “survey of organisations™, an attitude
questionnaire. Taylor and Bowers have conducted tests of the predictive validity and
the internal consistency reliability of this measurement instrument. Their findings led
10 reconceptualisation of an earlier version of the Likert-Bowers model and provide
a foundation for the development of non-monetary measurements of a group’s value
10 an organisation.

159 DEVELOPING A HUMAN RESOURCE
ACCOUNTING SYSTEM : SOME DESIGN
CONSIDERATIONS

The design and implementation of human resonree accounting system is 2 matter of
individual organisational capability and its perception of accounting and objectives
of developing a framework for the accounting of the human resources. While one
firm may draw satisfaction with the most rudimentary system. the other organisation
may fcel the need for much more advanced ‘capability. Similarly, the appropriateness
and validity of a certain human resource accounting capability may render itself less
appropriate and not valid with the changed conditions both inside and outside the
organisation. :

Flamholiz suggests five human resource accounting systems by type of capability
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represented by systems 1, I, 11, 1V and V. Similarly, five functions ot human
resource management viz., human resource planning, human resource decision

making, conservation, evaluation and management efficiency control are listed. These

are arranged in a matrix form (Figure VIII} to indicate the human resource

accounting capabilitics provided by cach system level:

Systermn 1 System H System [ Systemn 1V System V

Human Resource Prerequlisite Basic HRA Intermediate Advanced Total

Management Personnel sysem HRA HRA HRA

Functions system system system systern

I
Human Manpower Estimated Replacement Standerd Stochastic
Resaurce skills costs of costs and rewards
Planning inventory mauitment acwal valuation
Replacement training, persannel modd
tables elc. costs HR
Stochastic value
manpower simulation
mohility
hodds
Manpower
simulations
i}

Human

Resource

Dedsion

- making:

A. Budgatary  Personnel Personnel Budgetary Budg=t Human
costs costs system Standard Capital
included budgeted for and bud geting
in *Genl scparately recruit- actual Hudget
& Adm. nent, Urg. costs ROl on
expenses ctc. Original human

Budget and _ capital
replacsment replacement investment.
cozls cosis

B, Policy Tradi- Value- Recruit- Manpower Value-
tional oriented menl vs. assign- based
sclection, selection tratning ment compen-
training decisions trade off optimiza- station
and place- analysis tion
ment modes
methads

Il

Hurman Resource

conservation :

A. After- Turnover Tumover Replace- Opportu- HR Velue

the-fact rates cost ment nity depletian
cost cost

B. Before- n.a. Attitudi- Expected Expected '  Enxpeeled

the-fact nel data Tumover Opportuniiy canditional
cost cosls and
HR realizable
accountability  wvalue
depletion

Human Resourcel 13 : 11 v v

Managenient System System Systemn Systemn” " Sysiem

Functions i R

v

Human Pedormance Percaived Performance Measurements Mcasur:mcnli .

Resource and value predictions ol cconomic of econamic **

Evaluation patential rankings of paten- value of value of

ratings tial value groups individuals
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interval
scaling
of valus
A4
Human n.a. Comparison Comparison Comparison Inter-unit
Resource ol actual of budpeted of actual comparison
Managament costs with and aclual costs -
Efficiency historical costs against costs.
control _ COsls Yariance standard
2 analysis © *©  Variance

anelysis

Figure ¥II. CAPARILITY PROYIDED BY HRA SYSTEMS ITO V

From the above matrix it would be seen that at the two extremés, there is System |
which consists of nominal but very elementary human resource accounting
capability. At the-other end, there is System V which constitutes the total HRA
system, representing the maximal human resource accounting capability.

These [ive systems can be taken as five levels and five stages of developing human
resource accounting capabilities. A firm may presently be in the first stage of human
resource accounting capability and desire to reach the fifth stage. Now depending
upon ils own circumstanees, it may be quite rational to move from stage to stage to
incrementally increase the firm's capability or alternately, to choose a higher system
IVorV.

Factors ini'luencing the choice of a system

There are four major factors influencing the choice of a2 human resource accounting
system:

1) type of arganisation,

2) existing human resource accounting capability,

3) size and structure of organisation, and

4) availzbility of data for developing human resource accounting.

Let us briefly examine each factor.

Type of organisation )
There are three main criteria which influence the type of organisation:

I} The degree of huran capital intensiveness. For example, most service
organisations are highly pcople intensive (the postal depariment is a case in
point) and therefore, likely to lead to account for human resources.

2) The number of highly educated or skilled personnel, such as airlines pilots and
crew—individually as well as in groups.

J) The number of people occupying similar posmons 1.e. each performing virtually
similar functions. For example, field officers in banks and insurance companies.
Large numbers provide a basis for comparability and of performance and
potential as well as data for purposes of analysis,

Size and structure of organisation

A small organisation may not need at all 2 formalised human resource accounting
system beeause the management’s personal knowledge of operations. However, the
larger the organisation, the more likely it's need for human resource accounting.
Here, the human resource accounting system must be designed as a subsystem to the
overall management information system. -

Existing Human Resource Accounting capability

We have already noted from the mairix (fig. VII) that an organisations
PERSONNEL SYSTEMS and human resource capability will also influence the
choice of a human resource accounting system. For example n organisation with a
computerized human resource information system can be expected to develop system
V capability with much ease than an organisation with inadequate personnel system.

Potential for Developing HR Accounting’
Much of the potential for developing human resource accounting capability will be

Human Resource Accauntlng
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judged from the fact of availabiity of and accessibility to the required data. In some
organisstions, particulariy in service organisations being labour intensive, most of the
data iz available as a routine aspect of business operations, even though it might lack
the advanced capabilitiea. In other organisations, where some or all the required data
is not available, the potential for developing human resource accounting is 1o
intermediate (system II1) capability. Exceptionally, an organisation may wish to
move directly from minimal to advanced human resource accounting capability.

15.10 PHASES IN THE DESIGN AND
IMPLEMENTATION OF A HUMAN
RESOURCE ACCOUNTING SYSTEM /

:

We have noted carlier that different organisations require different degrees of human
resource accounting capability. Flamholtz's systems 1 to V are not all embracing or
standards {o match a specific org nisation’s human resource accounling needs.
Instead, in cach case, an appropriite system will have to be tailor made to a firm’s

particular needs.

5 Phases
The five phaies in the design and implementation of human resource accounting
system are: .

I} Identifying human resource accounting objectives,

2) Developing human resource accounting measurements,
3) Developing a data 'base for the system,

4) Pilot testing the system for validity, and

5) Ilmplementing the system,

1} HR Accounting objectives

The objectives of the human resource accounting system should basically stem from
the management’s requirements from human resource information. These
requirements must be defined explicitly. As a part of the detailed study and analysis
of the organisalion's human resource management process, each organisational unit
responsible for human resource management should define its functions, indicate the
kinds of decisions made, their rélative frequency and information needed to make
those decisions. These information needs must be analyzed in relation to the present
information flow and the new information to be developed must be made specific.
Once this analysis i done, the basis of the human resource accounting system in

“terms of its scape and objectives can be defined. The objective may be a total HRA

system, a problem oricnted system, a partial system such as a budgeling system for
human resource costs, or setting of standard costs.

' 2) Developing Human Resource Accounting Measurements

The first step is (o select the types of HRA measurements desired. The choice needs
to be excrcised between : (a) single measurement or a set of measurements, (b)
monetary or non-monetary measurements, and (¢} measurements of costs or value,
or both. In the next step, before these measurements selected can be translated into
useable forms, their validity and reliability must be tested.

3) Developing Human Resource Accounting Data jbase

The inpuis required for human resource accounting constitute the data base. These
include cost data, time sheets, psychological measurements, ete. In typical cases, it will
become necessary Lo restructure the organisation’s accounting classification with a
view to ens_ring that all personnel related costs are classified separately. Otherwise -
these cost clements are *buried” covered in one single classification “edministration
and general expenses™. The accounting classification should be orgatfised in relation
to responsibility centres such as recruitment, training, management development, etc.

In addition to rcslructuring-lhc accounting classification, the dala]basc must also
include non-financial information such as employee attitude survey [cedback as a
standard ongoing basis. Similarly, the probabilistic estimates of employee mobility
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compiled in the human resource planning process must be taken into account for
measuring human resource value.

4) Pilot Taling the System

After the abjectives have begn defined, measurements developed, and necessary
database is made available, the next step is to pilot test the system. Care should be -
taken that thetest i not influenced by extrancous problems, and tha the
management’s support and cooperation is available throughout the processes of
design and development of the system.

In the light of the feedback from pilot testing, the system shouid be reviewed for its
utility, efficiency, cost, etc. aspects and suitably modified. if considered necessary.

5) Implementing the Human Raource Accounting System

The final phase is the implementation process. [t involves essentially, standardlzmg
the input output documents, forms, ete., and familiarizing the personnel with the
new system. Stalf orienlation as to the uses, purposes, uses and methods is a key
activity in order to operationalize the human resource accounting system without
much hassels. - '

Any system, over a period of time, may become out of step either because of
inherent constraints or changes in the management needs. A continuing review would
make the system more responsive to the changing needs, and modifications required
would be easy to carry out cither by simple adjustments in the existing systcm or by
following the design and implementation process, il need be.

15.11 HUMAN RESOURCE ACCOUNTING :
NEED FOR FURTHER VALIDATION
AND RESEARCH

The theory and practice of human resource accounting has developed so [ar on the
basis of research and case studics of individual organisations taken up by academics
and professional managers, But it has not fully developed yet. Flamholtz raises
several issues which have remain unresolved :

1) thé utility of human Tesource accounting to management,

2) . the scope of measurement methods,

3} 1ibe development of operdlional systems {dclivcry systems),

4) the impact of human resource accounting on organisations, and

5) the suitability and methodology of reporting on human assets for external users.

1) Ultility to managemeni .
“The basic guestion is : what impact does human resource accounting makes on the
human resource planning and decision making? In the absence of human resource
accounting information, would the management’s actions be the same ? Or may be,
rcgardicss of the availability of measurement of human resource cost and value,
decisions taken on the basis of “intutions® give better results ? The questions of this
type have not yet been answered. In particular, the effects of output human resource
accounting information on decision making, the cffects of output from actual human
resouree accounting decisions systems on management decisions and investor
decisions, and the process and product of using human resource accounting in
organisations—all nccd to be researched in depth. Further, the question of utility
must be examined from the perspective of the individual, the.group, and the
organisation as a whote. ’

2) Method of measurement ~

In human resource cost measurement, the reliability of data derived from any
existing accounting system [or human resource costs remains much in doubt.
_According to Flamholtz, the researchers do not know the degree to which the data
dérived from the system of accounting for investment in people (R.G. Barry
Corporation), measuring replacement costs are reliable.
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As for human resource value measurement, the method proposed by Likert &
Bowers to value the human organisation needs to be validated before it can be used
in the proposed way. On the validity of the Stochastic Rewards Valueation model
proposed by Flamholtz, the author himsell in another research study has commented
that “the model has divergent convergent and discriminate validity when measures of
economic value and a surrogate (compensation) are used for service state values,

3) Development of operational systems

"Regardless ol the fact that some compantes have attempted to develop and

implement operational systems of human resource accounting, there is need to
develop systems that can serve more generally the organisations in different
industries of varying sizes and mizes of people. There is also scant information on

" several basic issues such as:

How significant are human resource costs?
e What are the most significant components of human resource costs ?
¢ What is the relationship between investment in human resources and other
-resources of the organisation?
« What is the ratio of investment in human assets and other assets using different
benchmarks for different industries, functions, etc? .

Hence the need for basic empirical research to provide answers to these and other
pertinent questions.

3) Organisational impact of HRA

In the pioneering work at R.G. Barry Corporation, it is claimed that the very fact ¢f
atlempting to account for firm's human resources forcuses the attention of all
managers towards people. In the absence of further validation through research,
doubts are often raisad if this very act (accounting for firm’s human resources) goinz
to change the behaviour and attitude of all managers towards people. Questions are
asked :

e does the availability of measurements of human resource cost and value increase
management’s awareness of the importance of human resources ?

® how does a person react 1o knowledge of his/her value as a human resource?
how does a persons react Lo this knowledge in relation to his peers ?
what are the complications that can arise through misuse of human resource
accountmg measurements ?
under what types of managerial style is HRA most appropriate?
will there be resistance to HRA measures by managers and the working
personnel?

These are crucial questions which ean be answered only through future research.

5) Reporting for external users .

Another imponant issue is the unreselved problem of reporting on human assets.
Mare research is required to develop valid and reliable metheds for measuring and
reporting investment in human resources in financial statements. Then there is the
potential problem of manipulation of earning in the process of capuahzmg and
amortizing human assets.

And lastly, while economists agree that there does exist a relationship betwceen
investments in human resources (human capital} and growth on the macro economic
level, there is not much of evidence that the same relation holds {or the individual
firm. Hence, future research is needed Lo study the effect ol’ investment in human
capital on corporate rate of return.

15.12 SUMMARY

Human Resource Accounting provides another type of information that holds
promise for the evaluation of human resource management and in turn, human
resource planning policies and practices which invest in elfective utilization of these
resources. Human resource accounting places value on the human assets of the firm,
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means accounting for an organisation’s employees among its other resources,
measuring both the cost and the value of the personnel. In other words, it involves
accounting for investment in people and their replacement costs, as well as
accounting for the economic values of people to an organisation. Several models and
methads for developing measures in monetary and non-monetary terms are
proposed.

However, there seems to be a diversity in suggested ways of measuring the
investments. HRA concept is well theorized, but still there are. many questions
remaining unanswered, and the practical problems of gathering data and reliable
measures of costs and values have been overwhelming. Further, human assets are
outside the concept of “ownership™ and thus far there being no clear cut method to
measuring the “changing characteristic™ of human resourees, in a wholly convincing
way. Nevertheless, much of the value of human resource accounting lies in
encouraging managers to consider-investments in manpower planning in a more
positive way. As management the HRA concept itsell, represents a new way of
thinking about pcople as assets. It has a great potential for future research.

15.13 KEY WORDS

Investment Approach:denotes policy of treating certain human resource costs as an
investment to be depreciated during an employee’s expected employment.

Humanistic Values ; refers to positive beliefs about the potential and desire for
growth emong employees.

Incremental Values:indicates almost limitless values that are created by a positive
organisational climate.

Organisational climate :refers to human environment within which an organisation’s
employees work.

Organisational climate approach : necessitates use of periodic surveys to determine
ways in which the organisational climate has improved or deleriorated.

15.14 SELF-ASSESSMENT QUESTIONS

1} What is human resource accounting 7 Discuss with reference to & few definitions
of human resource accounting.
2} What is cost? Define the following concepts of cost:

a) Original cost

b) Replacement cost
c} Outlay cost

d) Opportunity cost
e} Standard cost

}) What s Human Resource Cost ?

4) What are the major components of the original cost of human resources ?

5) 'What decision situatibn can you think of in which non-monctary measures of
human resource value would be better than monetary values 7 In what
circumstances would the reverse be true ? ' .

6) A person can have a negative value to the organisation. Do you agree with this
statement ? Why or why not ? How would you measure the negatjve valuz of a
person Lo the organisation?
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