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2Welcome to this module in Human Resource Management (HRM). We are confident that 
you will enjoy it and that it will be of practical value to you.

3Work is an important part of life. To earn a living, people have to engage in some form 
of work. Most people work for some organisation. They are called the personnel or staff 
or "human resources" (HR) of the organisation. The quality of the human resources of 
any organisation can make a big difference to its competitiveness. That is why it is so 
important that human resources are managed properly. Management as a field of study 
is complex and vast. It is concerned with the utilisation and mobilisation of all an organi-
sation's resources so that it is successful and survives in an ever changing environment. 
Resources are either tangible or intangible, and include natural resources such as water 
and land, financial resources such as cash and debtors, equipment, computer technology, 
information and human resources.

4In prosperous countries such as the USA, human resources are considered to be critical 
to success. There is no doubt that proper human resource management, or HRM, is es-
sential in all organisations. This module will focus on three areas, namely the various HRM 
functions, people dynamics and the new world of HR.

5The purpose of this module is to introduce you to human resource management. You will 
learn what role employees play in the success of an organisation and how HRM enables 
the organisation to achieve its goals.

DIVISION OF THE TUTORIAL MATTER
6This module consists of four topics. Topic 1 introduces you to the field of HRM and 
outlines its role and importance. The context in which HRM takes place, for example its 
stakeholders, the professionalisation of HRM and the legal environment is also discussed.

7Topic 2 deals with the various HRM functions such as HR planning, recruitment, selection, 
training, performance management, career planning, compensation, safety and health 
and lastly labour relations.

8Topic 3 focuses on the employee as an individual and, therefore, people dynamics in an 
organisational setting will be discussed. Individuals rarely function in isolation, and for 
this reason we also study the behaviour of groups.

9Topic 4 takes a look at the new world of HR and discusses contemporary issues such as 
technology, outsourcing, e-HR, the virtual organisation and HR's contribution to bottom-
line results.
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THE STUDY GUIDE
10There is no prescribed book for this module and for this reason the topics that you need 
to master are discussed in detail in this study guide. We encourage you to consult addi-
tional sources to obtain further information on a topic. When studying this module, we 
strongly recommend that you use the learning outcomes and assessment questions in 
each study unit as guidelines. These outcomes and assessment questions will help you 
to determine how well you have mastered the work.

ICONS
11We use the following icons throughout the study guide:

12Learning outcomes. Learning outcomes refer to what you should 
know after completing the topic.

13Key concepts. The key concepts icon indicates the most important 
concepts that you need to understand.

14Activity. The purpose of activities is to help you apply the theory 
to real-life situations.

15Activity feedback. The feedback on activities will provide guide-
lines on what we expected from you in the activity.

16Assessment. Assessment questions will enable you to determine 
if you have grasped the work. If you have difficulty in answering 
the assessment questions, you need to revise the work

17Please note that in order to avoid the continuous use of "his or her", "he or she" and similar 
cumbersome descriptions, the pronouns "he" and "his" will be used and will denote both 
genders indiscriminately, as in the Constitution of the Republic of South Africa.
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TOPIC 1

Introduction to Human Resource 
Management

AIM OF THE TOPIC
18The aim of this topic is to provide an overview of what HRM entails and how it is linked to 
the rest of the organisation. We discuss the role and importance of HRM and explain how 
various stakeholders and the professionalisation of HRM influence HRM in an organisation.

TOPIC CONTENTS
19Study unit 1:  Defining HRM
20Study unit 2: Activities and Functions of HRM
21Study unit 3:  Role and importance of HRM
22Study unit 4: Professionalisation of HRM
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Study unit 1

Defining Human Resource Management

Contents

1.1 Defining HRM
1.2 Activities and Functions of HRM

Learning outcomes

After completing this study unit, you should be able to

 − define HRM
 − discuss the role of HRM in an organisation
 − explain how the various stakeholders influence HRM in the organisation

Key concepts

 � Human resource management
 � HRM policy, practices and programmes
 � Stakeholders

1.1 DEFINING HUMAN RESOURCE MANAGEMENT
24People have always been important to organisations, but today they have taken on an even 
more central role, namely that of providing an organisation with a competitive advantage. 
Organisations can achieve sustained competitive advantage through their employees on 
condition that they meet the demands of their jobs and perform well. When a person is 
employed by an organisation, an employment relationship of exchange comes into be-
ing. Energy, knowledge, skills, attitudes and the ability to do the work is exchanged for 
some form of remuneration or reward.

25The only way that employees would do their best for the organisation is when they get 
something in return. It is, therefore, in the organisation's own interest to look after the 
interests of its employees. Do you agree that even the most competent employee will 
add absolutely no value to the organisation if he is not willing and motivated to perform 
well? It is the responsibility of HRM to ensure that the organisation has competent and 
motivated employees.
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26But how does an organisation get competent employees? Competency is a result of educa-
tion, training and work experience. Organisations can appoint employees who have the 
required qualifications, skills, competencies and work experience. On the other hand, 
the competency of employees can be developed by training. Competency is, however, 
only part of the equation. We still need to find out how employees can be motivated to 
perform well.

Activity 1.1

(1) (Why did you register for this module?
 

 

(2) What will motivate you to complete this module successfully?
 

 

(3) What will motivate you to get a distinction for this module?
 

 

1Activity Feedback

As you can see from your answers, there is always a reason why you do something. Your rea-
son for studying may be that perhaps your parents expect you to improve your qualifications 
and because you wished to please them, you registered for this module. Needless to say, the 
more choices you have and the bigger the reward, the greater the chances are that you will 
do something wholeheartedly. Your answer to the question what would motivate you to get 
a distinction for this module, would probably be a big cash reward or a scholarship.

27The most important reason why people work is because they want to earn an income. 
If you were rich and did not need to work to earn money, then you probably would still 
work because it would fulfil some need, for instance a need for self-esteem or self-actu-
alisation. Do you recall Maslow's hierarchy of needs? (If not, please refer to your business 
management study material for more information.) No matter what, there is always some 
reason why people work.

28In an organisation, the ultimate aim is to get employees to deliver work that is not only 
up to standard, but preferably above standard. To achieve this, the organisation has to 
provide incentives that motivate employees to put in extra effort. But this is easier said 
than done, because different things motivate people differently. Money is not impor-
tant to all. A working mother, for example, might prefer a flexible work schedule which 
allows her to attend her children's school activities. It is the task of HRM to explore all 
alternatives in order to motivate employees. Take note that sometimes money is not the 
biggest motivator.
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29According to Banfield and Kay (2008), the following list represents the most common and 
persistent questions managers have to answer:

1. What makes people tick and how can they be motivated?
2. What do people want from their work, and what is the best way to reward them?
3. What should an organisation do to keep its best people?
4. How can the organisation get its people to be more flexible and deliver higher levels 

of discretionary effort?
5. How does the organisation strike a balance between treating its people fairly and 

pursuing its own interests?
6. How does the organisation build a loyal and committed workforce?

30These are questions that are relevant and important to all managers – from supervisors 
to the most senior executives in both public and private sector organisations.

31According to Bratton and Gold (2007), HRM acts in the belief that people really make a 
difference. In contrast to other resources, only employees have the capacity to generate 
value.

32Another distinguishing feature of HRM relates to the notion of integration. HRM policies, 
programmes and practices need to be coherent and integrated with the organisation's 
strategy. If the workforce is so vital for organisational success, all line managers, and not 
only HRM specialists, should be responsible for HRM activities.

Activity 1.2

In light of the above discussion, describe in your own words what the management of 
human resources refer to. Use the words "competent" and "motivated" in your answer.

2Activity Feedback

Human resource management refers to the management of employee skills, abilities and talents 
in such a way that employees become competent and motivated to assist the organisation 
in achieving its objectives. In addition, the management of human resources must be in line 
with organisational policies, programmes and practices.

33HR management is not only about the management of people, but also about the man-
agement of HRM policies, programmes and practices to build a competent and motivated 
workforce.

34Let's look at a practical example of how HRM policies, practices and programmes enable 
an organisation to build a competent workforce.
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Easy-Fit Shoes is a family-owned, medium-sized shoe manufacturer. Mr Peters, the 
owner, worked hard for years and turned it into a flourishing business. The shoes they 
manufacture are of good quality and much sought after. The factory is equipped with 
the latest technology and employees attend training courses regularly. Performance 
appraisals are conducted on a monthly basis so that training needs can be identified 
and appropriate training interventions be implemented.

Although it is a family-owned business, Mr Peters never appoints unsuitable applicants, 
even if they are family members. Mr Peters knows that businesses choose how they 
manage their people, and that managers enjoy significant freedom in the selection 
and application of human resource strategies. He also knows that few businesses 
can afford to ignore market forces, efficient production and the sustained financial 
stability. Irrespective of the differences in the degree to which market factors impact 
on the ways in which businesses function, all businesses have to use their productive 
resources efficiently and productively if they are to reach their financial and perform-
ance targets. To make sure that the most suitable applicants are appointed, Easy-Fit 
Shoes have panel interviews and selection criteria. In this way valid and fair selection 
decisions are made.

Activity 1.3

Which HR policies, practices and programmes are used in the above situation to obtain 
and maintain a competent workforce?

HRM policies

HRM practices

HRM programmes
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3Activity Feedback

Do you agree that Mr Peters has an HRM policy for appointing the most suitable applicant? 
He uses external recruitment and does not promote family members if they are not the best 
qualified person for a position. The HRM practices that he applies to appoint people include 
panel interviews and job-related selection criteria. To make sure that he maintains a compe-
tent workforce, he follows another HRM practice, namely regular performance appraisals. 
HRM programmes, such as training courses and workshops, are offered to train and develop 
employees.

If you had to elaborate on your previous explanation on what HRM is, you would include words 
such as "HRM policies, practices and programmes". The following definitions and characteristics 
of HRM will help you to formulate a detailed definition of HRM.

According to Storey, as discussed by Banfield and Kay (2008), the following four elements are 
characteristic of HRM:

 � HRM acts in the belief that people are the key to organisational success and management 
needs to value employees' contribution to the organisation.

 � HRM embodies a greater understanding of the strategic importance of the human resource.
 � HRM is central to organisational performance and must involve all managers with line 

responsibility.
 � HRM believes in the importance of vertical and horizontal integration and the use of 

strategies to improve and reward employee performance.

36Human resource management can be understood as a comprehensive set of managerial 
activities and tasks concerned with developing and maintaining a qualified workforce in 
ways that contribute to organisational effectiveness.

37Bratton and Gold (2007) define HRM as a strategic approach to managing employment 
relations. This emphasises the fact that leveraging people's capabilities is critical to 
a competitive advantage. This is achieved through a set of integrated employment poli-
cies, programmes and practices.

38As mentioned earlier, HR managers need to manage employees' competencies and 
motivation besides HRM policies, practices and programmes. This, however, is still not 
enough to ensure that HRM supports the business. The organisation is part of a bigger 
system and therefore it influences and is influenced by external factors such as stakehold-
ers, the environment and situations. These factors also influence HRM in an organisation.

39The early HRM models focused on four components: selection, appraisal, development 
and rewards. Their flaw is that they neglect stakeholder interests, situational factors and 
the notion of management's strategic choice. Figure 1.1 below provides a graphical rep-
resentation of the Harvard model of HRM which consists of the following six components:

 � Situational factors.
 � Stakeholder interests.
 � HRM policy choices.
 � HRM outcomes.
 � Long-term consequences.
 � A feedback loop.
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Stakeholder 
interests
40Shareholders

41Management

42Employees

43Government

44Community

45Unions

�

HRM policy 
choises
Employee re-
cruitment and 
selection

Human resource 
flow

Reward systems

Work systems

HRM outcomes
Commitment

Competence

Congruence

Cost-effective-
ness

Long-term 
consequences
Individual 
wellbeing

Organisational-  
effectiveness

Societal wellbeing

�

Situational 
factors

46Workforce 
characteristics

Business strategy

Management 
philosophy

Unions

Task technology

Laws

�

48FIGURE 1.1  The Harvard Model of HRM

49Source  Adapted from Bratton and Gold (2007)

50Stakeholder interests shape the way that employees are managed. For example, if 
government does not provide social security, employers have to provide additional 
employee benefits such as pension, wellness programmes and elderly care benefits. In 
organisations where a trade union plays a prominent role, practices of transparency and 
consultation are commonly found.

51Situational factors also influence the way employees are managed. Workforce charac-
teristics such as ethnicity, age and educational levels influence remuneration packages, 
recruitment practices and training.

52HRM policy choices result from the interaction between constraints and choices. La-
bour legislation and trade unions influence, for example, the way reward systems are 
structured, which in turn influence pay policies. Should the business decide to expand 
its business, this business strategy will have a direct influence on the recruitment policy 
and strategy of the HRM department. In times of high unemployment, selection criteria 
might be applied more strictly.
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53HRM outcomes refer to what HR should achieve in the organisation, and they are the 
direct result of actions taken by the HRM department. All HR objectives should focus on 
HRM outcomes that will provide the organisation with a competitive advantage. HRM 
outcomes, such as commitment, competence and cost-effectiveness, will enhance the 
performance of the organisation.

54Long-term consequences, such as individual wellbeing and organisational effectiveness, 
should be the ultimate goal of any HRM department. You will recall that employees work 
for the good of the organisation only if they benefit in some way. It is for this reason that 
individual wellbeing should be a long-term objective. Although HRM outcomes, such 
as competence and cost-effectiveness, are important, it is of the utmost importance 
that a competitive advantage is maintained over a considerable period. To achieve this, 
retention strategies need to be implemented.

55Long-term consequences manifest themselves on three levels: individual, organisational 
and societal. At the level of the individual employee, the long-term outputs comprise the 
psychological rewards that workers receive in exchange for their effort. At organisational 
level, increased effectiveness ensures the survival of the organisation. At societal level, 
some of society's goals (for example growth and employment) are attained.

56A feedback loop is the last component of the Harvard model. Situational and stakeholder 
factors influence HRM policy and choices. Long-term outputs can influence the situational 
and stakeholder interests as well as the HRM policies.

57The discussion so far has focused on defining the concept "human resource manage-
ment", but little has been said about the activities and functions of HRM.

1.2 ACTIVITIES AND FUNCTIONS OF HRM
58HRM involves all those activities and actions which have to do with getting competent 
employees (HRM planning, job analysis, recruitment and selection), doing something 
with them (training, development and performance management) and lastly looking 
after them (compensation, sound labour relations and employee assistance programmes). 

59Figure 1.2 below provides a simplistic representation of the various functions of HRM.

60

61

62

63

64

65

66
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HRM

HR PROVISIONING HR DEVELOPMENT HR 
MAINTENANCE

HR planning

Recruitment

Selection

Orientation/induction

Training and development

Performance management

Career planning

Compensation

Safety and health

Labour relations

67FIGURE 1.2 Simplistic model of HRM Functions

68In a simplistic manner, the management of human resources can be explained by compar-
ing it to the process of buying and looking after a car. The steps in the diagram below 
resemble the actions a person takes to buy and maintain a car. Try to identify the corre-
sponding HR activity associated with each step. Refer to figure 1.2 above for assistance.

Activity 1.4

BUYING AND MAINTAINING A CAR HUMAN RESOURCE ACTIVITY

1  Determine if I need a car, and check 
my budget to see if I can afford one.

  Which needs and specifications 
must the car meet? (Fuel consump-
tion, model, speed, air condition-
ing, power steering etc.)

2  Do I have a place at home for the 
car? Is the garage big enough for  
a 4 x 4?
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3  Visit and phone various car dealers 
in the quest for the ideal car.

  Study Topcar Magazine to learn 
more about the features of the dif-
ferent models available.

4  After taking a few cars for a test 
drive, make a decision and buy the 
car that meets my requirements.

5  Take the car for wheel alignment and 
wheel balancing.

6  Check the fuel consumption to see if 
the car meets the performance speci-
fications. Exceed the speed limit to 
determine if the car meets the maxi-
mum speed specifications.

7  To keep my car going, I need to fill 
the tank once a week.

8  During weekends I put in some extra 
effort and wash and polish the car.

4Activity Feedback

Did you succeed in completing this diagram? If not, don't despair. After you have worked 
through topic 2 of this study guide, completing it will be easy! Once you have done topic 2, 
try again to complete it.

Those who completed the diagram, must compare their answers to the following:

(1) HR planning
(2) Analysis of the workplace
(3) Recruitment
(4) Selection
(5) Development
(6) Performance management
(7) Compensation
(8) Employee relations (rewards improve relationships)

1ASSESSMENT

(1) Explain in your own words what human resource management means.
(2) Discuss the role of HRM by referring to the Harvard model.
(3) Explain how the various stakeholders influence HRM in the organisation.
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5Assessment Feedback

(1) Human resource management refers to the management of employee skills, abilities and 
talents in such a way that employees end up being competent and motivated to assist 
the organisation in achieving its objectives. The management of human resources ought 
to be in line with organisational policies, programmes and practices.

(2) HRM integrates and coordinates all activities in the organisation.
  For HRM to be successful, all stakeholders have to cooperate and achieve their individual 

and collective objectives. While carrying out its duties, HRM should pay regard to situ-
ational factors such as management style, business strategy, workforce characteristics, 
technology and labour laws regulating the relationship between the organisation and 
its stakeholders. HRM should also design a clear and understandable HR policy. It is futile 
to design a complex and ambiguous HR policy.

  The desired outcomes have to be clear. Everyone must know what has to be done, how, 
when, where and by who. Short-, medium- and long-term goals should be clearly speci-
fied. In the end, it is the responsibility of HRM to ensure that its goals are in line with the 
overall organisational objectives.

(3) Stakeholder interests shape the way in which employees are managed. For example, in 
the absence of social welfare, employers experience greater pressure to provide additional 
employee benefits such as pensions, wellness programmes and elderly care benefits. In 
organisations where a trade union plays a prominent part, transparency and consulta-
tion are more commonly found.

SUMMARY
69In this study unit we defined human resource management. The common denominator 
in all definitions of HRM is the fact that employees should be managed as a resource in 
the most efficient and productive way. Seeing employees as a valuable resource and not 
merely as a factor of production inevitably leads to more advanced ways of managing 
people and processes in an organisation.

70In the next study unit we will discuss HRM and its integration with the rest of the 
organisation.

71

72
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Study unit 2

Integration of HRM with the rest of the Organisation

Contents

2.1 Introduction
2.2 HRM Department
2.3 HRM's Place in the Organisation
2.4 The External Environment

Learning outcomes

After completing this study unit, you should be able to

 − identify the basic functions of an HRM department
 − explain how HR is linked with the rest of the organisation
 − explain how HR adds value to an organisation
 − discuss the importance of integration within the HRM function
 − discuss the influence of environmental factors on HRM in an organisation

Key concepts

 � HRM strategy
 � HRM objectives
 � HRM policy
 � HRM procedures
 � Horizontal and vertical integration

2.1 INTRODUCTION
73The business world is a complex system of individuals and business organisations that, in 
a market economy, transforms resources into products and services to satisfy the needs 
of people. Products and services are offered to the market in exchange for a profit. In an 
individual organisation, certain activities are needed to deliver a product or service in 
order for the organisation to achieve its objective. In most cases the objective is to make 
a profit, but not all organisations are profit-making organisations and they may have 
other objectives.

74In this study unit we will take a look at the HRM department and how it is integrated 
with the rest of the organisation and the external environment. Once HRM is properly 
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integrated, can inputs, such as materials or knowledge, be transformed by people or 
processes into products or services.

2.2 THE HRM DEPARTMENT
75All employees (including managers) can be divided into line or staff employees. Line em-
ployees are directly involved in producing goods or delivering services. A line manager is 
in charge of line employees. Staff employees support the line function. People who work 
in the HRM department are therefore considered staff employees because their job is to 
provide supporting services to line employees.

76The nature of HRM duties have changed over time. In most organisations two groups of 
people perform HRM activities: HRM personnel and operating managers. Operating man-
agers (eg supervisors, departmental heads) are involved in HRM activities because they 
are responsible for the effective utilisation of all resources at their disposal. The human 
resource is special. If it is not managed properly, its effectiveness declines more quickly 
than that of other resource, especially in labour-intensive organisations. It is for this reason 
that operating managers spend a considerable time managing people. Research indicates 
that meetings, telephone conversations and solving problems concerning people takes 
up a large part of an operating manager's day.

77With two groups of people making HRM decisions, there can be conflict because operat-
ing and HR managers often differ on who has the authority for taking certain decisions. 
One group has a line orientation and the other a staff orientation, and each with its own 
objectives. A staff person supports the primary functions such as marketing and produc-
tion by providing advice, administrative support and information. Line managers have 
the authority to make final decisions concerning operations. However, more often than 
not, members of the HRM department have much to say about the various procedures 
and activities performed by line managers. Take, for example, recruitment and selection 
practices and the crucial role played by HRM specialists. Line managers are generally 
not familiar with the legal requirements of recruitment and selection and welcome HRM 
experts' involvement. When a production manager is not happy with the performance 
of a worker, he is not allowed to simply terminate the worker's contract, but he has to 
follow a specific procedure. In such a case, the HR department can help him to follow the 
correct procedure and avoid lawsuits.

78In the past few years changes in business, legislation, globalisation, technology, trade 
unionism and workforce demographics have influenced the role of not only HRM, but also 
operating managers. Line managers now have greater responsibilities because they man-
age more people and bigger projects. Research shows that people don't leave companies; 
they leave managers. The manager personifies the organisation. For this reason operating 
managers realise that HRM can help them do a better job.

79Smaller organisations do not usually have an HRM unit, so their operating managers 
have many HRM responsibilities, such as scheduling work, recruitment and selection, 
performance management and compensating people. As an organisation increases in 
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size, the operating manager's work gets more finely divided, and part of it becomes highly 
specialised. HRM is such a specialised function.

80HRM specialists are employed in organisations of about 100 to 150 employees. An HR 
department is created when the number of employees reaches 200 to 500, depending 
on the nature of the organisation. The number of HRM specialists in relation to the num-
ber of operating employees varies in different industries, but the average is one HRM 
specialist per 100 employees.

81Before an HR department can function effectively, it has to answer critical questions such as:

1. What is the purpose of the HRM department?
2. How will HRM achieve its purpose?
3. Which tools or techniques can HRM use to achieve its purpose?

82The above questions refer to the HRM objectives, strategies, policies and procedures.

2.2.1 HRM objectives
83The objectives an HRM department wants to achieve is the reason for its existence.  
A typical objective could be to provide the organisation with well-trained employees. 
Strategies on how the HRM department intends to achieve its objective have to be 
formulated.

84Which other objectives could an HRM department have?

2.2.2 HRM strategy
85An organisation's HRM strategy is the plan that integrates the major objectives, policies 
and procedures into a cohesive whole. A well-formulated HRM strategy helps to allocate 
an organisation's resources on the basis of its strengths and weaknesses, changes in the 
environment and the anticipated actions of competitors.

86Which strategies can an HRM department implement to:

87attract top quality applicants?

88
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89prevent top performers from resigning?

90get rid of poor performers?

91After the "how" question has been addressed, specific policies have to be developed.

2.2.3 HRM policy
92A policy is a general guide that sets the limits within which actions occur. Policies are 
usually developed as solutions to problems in the past and they help to deal with similar  
situations in the future without having to look for a solution once again. As a result of  
policies managers do not need to make decisions in areas in which they have less compe-
tence or on matters in which they do not wish to become involved. Policies ensure 
consistency in behaviour and allow managers to concentrate on decisions in which they 
have the most experience and knowledge. Organisations have policies on appointments, 
recruitment, stock purchases from suppliers, travel allowances and gifts from clients. I 
am sure you would be able to identify a number of policies you have to adhere to in your 
organisation. Even at home you may have policies about when friends may visit and when 
you have to study. To a certain extent policies can be seen as rules. Once their policies 
have been developed, organisations need to develop procedures and rules.

2.2.4 HRM procedures
93Procedures and rules are developed for the same reasons as policies. A procedure or 
policy is a specific direction to action. It specifies how an activity should be performed. 
In large organisations, procedures are documented and put into manuals usually called 
standard operating procedures.

94Organisations must have consistent decision-making that flows from a well-developed, 
but not excessive, set of policies and procedures. Organisations could eliminate mana-
gerial decisions by developing policies and procedures for various activities. Procedures 
should be developed only for the most vital areas.

2.2.5 Organisation of the HRM department
95The structure of an HRM department depends on the type and size of the organisation. In 
most organisations, the chief HR executive reports to top management. The wide range 
of HRM activities are grouped according to the size of the organisation. In some organisa-
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tions, HRM is divided into two departments: personnel and labour relations. In medium-
sized and smaller organisations, HRM and other functions, such as public relations, form 
a single department. Figure 2.1 shows the way HRM is organised in a large organisation.

96

TOP 
MANAGEMENT

HR Executive

HR Provisioning HR Development Labour Relations HR Maintenance HRM 
Administration

HR planning

–  recruitment 
–  selection
–  employment
–   contract 

administration

Training and 
development

Compliance with 
Skills Development 
Act

Primary general 
HRM representa-
tion in labour 
relations issues 
and incidents

Survey reports on 
affirmative action 
and employment 
equity

Compensation

–  direct
–  indirect

Data systems

Employee benefit 
administration

Employment 
manuals

–  records 
–  procedures
–  brochures
–  laws

Corporate con-
tributions and 
membership

Reports

97FIGURE 2.1  Organisation of an HRM Department

2.3 HRM'S PLACE IN THE ORGANISATION
98To obtain a better understanding of how HRM fits in with the rest of the organisation, 
let's determine, by means of a practical example, which functions an organisation always 
have to perform.

99Assume you are the owner of a small firm that repairs cellphones for MTN. Your firm con-
sists of 25 employees. Which activities will have to be performed to make sure that your 
firm makes a profit? You as the owner and manager have to handle all managerial tasks 
such as planning, organising, leading and control. You also have to make sure that you 
have enough money for stock, salaries and other business expenses. You have to make 
sure that your purchasing section buys the correct stock for repairing cellphones. The 
marketing (advertising) of your business is very important, otherwise nobody will know 
of your business and you will not repair any cellphones. Once you have received faulty 
cellphones to repair, your production section repairs them. Lastly, you need to make 
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sure that you acquire suitable people to work at your firm and you need to look after 
them, otherwise they will resign for a better paying or more challenging job elsewhere.

Activity 2.1

Summarise the above paragraph by listing the various functions or sections any business 
should have.

 �  management

 �  management

 �  management

 �  management

 �  management

 �  management

Which of the functions that you listed above are line functions?

6Activity Feedback

Have you managed to identify the functions an organisation should have? Compare your list 
with the following:

 � General management
 � Financial management
 � Purchasing management
 � Marketing management
 � Production management
 � Human resource management

Only those functions which are directly involved in delivering a product or service are regarded 
as line functions. Those functions that support the line functions are known as staff functions.

Which of the abovementioned functions are staff functions?
(1)      

(2)      

100Figure 2.2 provides a schematic representation of the various functions in an organisation 
and illustrates how HRM fits in with the rest of the organisation.
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TOP MANAGEMENT

General 
management

Financial 
management

Purchasing 
management

Marketing 
management

Production 
management

Human 
resource 
management

101FIGURE 2.2  Functions of an Organisation

102The above figure indicates how HRM is linked to the rest of the organisation, but another 
factor that needs to be taken into consideration is the integration that takes place within 
the HRM function itself. A fundamental feature of advanced HRM is the alignment or 
integration of HRM policies and practices with the organisation's objectives. This means 
that the design of HRM structures, systems and HRM employees are integrated into and 
support the organisation's strategy. According to Mabey, Salaman and Storey (1999), 
integration takes on four main forms:

1. Vertical integration. HRM should be integrated with the organisation's strategy. 
Internal HRM strategies for how human resources are to be developed, deployed, 
motivated and controlled should also be linked with the organisation's strategy. If 
the organisation, for example, decides to become more capital intensive, the HRM 
department has to adjust its HR planning and training practices.

2. Horizontal integration. The various elements of HRM (HRM systems, policies, 
structures and cultures) must fit into each other. It serves no purpose if the results 
of performance appraisals are not linked to training and compensation. Should an 
employee not perform according to standard, training needs have to be determined 
and the necessary training provided to assist the employee.
Should an employee's performance exceed expectations, some kind of reward, such 
as a once-off bonus, time off, promotion or any other kind of reward should be given.

3. Integration of the individual into the organisation. HRM practices should aim to 
close the gap between the interests of the organisation and that of its employees. HR 
practices, such as quality of work life, flexible work schedules and flexible pay pack-
ages, should be provided to make the employee feel at home in the organisation.

4. Integration of the various departments, disciplines and groups within the 
organisation into one unified, normative system. This type of integration aims 
to create a type of organisation where employees achieve personal fulfilment in 
empowered roles. Take, for example, a car manufacturing organisation. Marketing 
will do research about the preferences of clients when they buy a car. This informa-
tion has to be communicated to management and production. The production 
department then has to design and develop a new model. HRM will have to recruit 
people who are skilled in car design or provide training. Finance will have to do a 
cost analysis to determine if it will be worthwhile to launch a new model. As you 
can see, no department can function by itself, and a system approach is necessary 
if the organisation wants to be successful.
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103From the above discussion, it should be clear that HRM plays just as important a role as 
any other function in the organisation. The reason why, up to a few years ago, HRM was 
not regarded as a value-adding function, is that it was managed as an administrative and 
supportive function only. In some companies, this is still true. In study unit 1, we discussed 
the changes to the field of HRM and emphasised the increasingly important role of HRM 
in adding value to the organisation.

104Not only should HRM be integrated on a horizontal and vertical level within the organisa-
tion, but it should also be linked to the external environment.

Activity 2.2

You now have a clear understanding of the HR department and of the role it plays in an 
organisation. Let us now do the following activity:

In your opinion, is it possible that organisations can succeed without an HR department? 
If not, what role does an HR department play in an organisation?

Why do organisations have to compensate their employees?

Why are reporting lines important in organisations?

What role does a trade union play in an organisation?

Can organisations operate successfully without policies and procedures? If not, what role 
do policies and procedures play in organisations?
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Why is it necessary for organisations to have an organisation structure?

What role does the government play in organisations?

Why is it important that organisations operate in the internal as well as the external 
environment?

7Activity Feedback

Some of you may have answered yes, and others no to this question. First, it is possible for 
an organisation to succeed without its own HR department if HR services are secured from 
outside the organisation. Secondly, the size, nature and industry in which the organisation 
operates determine if an organisation needs its own HR department or if it needs to secure such 
services. An HR department must see to it that the right mix of staff is available when needed. 
The "right mix" refers to people with the necessary skills and abilities, experience, training and 
talents. The HR department, through its labour relations section, makes available all policies 
and procedures, rules and regulations to both management and staff.

If an organisation appoints someone, the new employee and the organisation enter into an 
employment contract in which the employee agrees to render certain services to the employer 
in exchange for payment. An employment contract stipulates the tasks to be performed, the 
place and hours of work, the reporting lines, and how much the employer pays the employee 
for his services. In terms of the Labour Relations Act, the employer must compensate the em-
ployee for services rendered. On the other hand, employers may use a generous compensation 
to motivate employees to perform well. But a good salary is often only a temporary motivator, 
and besides, it is one of the extrinsic motivators in Frederick Herzberg's two-factor theory.

There has to be clear reporting lines so that every employee knows from whom to take instruc-
tions and to whom he has to give instructions if he is a manager. Clearly identified reporting 
lines reduce the chances that an employee receives instructions from different supervisors or 
managers. This also avoids conflict within the organisation.

The Labour Relations Act, 66 of 1995, protects the right to political affiliation, either as a mem-
ber of a trade union or an employer's organisation. It is against the South African Constitution 
and the Bill of Rights for an employer to discriminate against an employee because he is a 
member or organiser of a political association.
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No, it is unethical for an organisation to operate without any policies and procedures. Every 
organisation has the obligation to make available all its policies, procedures, rules and regula-
tions that govern the employment relationship between employer and employee. Policies and 
procedures are usually developed in reaction to problems in the past, and help to deal with 
subsequent similar problems. Policies and procedures free managers from having to make 
decisions in areas in which they have little expertise and competence. Policies not only ensure 
consistency in behaviour, but also allow managers to concentrate on decisions in which they 
have the most experience and knowledge.

It is important for organisations to have an organisation structure or so-called organogram. 
An organisation structure specifies at which level and in what department employees are 
appointed. It shows which positions are filled and which ones are vacant. An organisation 
structure also indicates the reporting lines in the organisation.

Each country has its own acts of Parliament, constitution, policies and procedures and rules 
and regulations that govern the relationship between government and businesses. Organisa-
tions must comply with government regulations for the sake of harmony between themselves 
and government. Some Acts of Parliament prescribe what products and services businesses 
have to supply and what their hours of business are.

The organisation constitutes the internal environment that is characterised by its mission 
and vision, policies and procedures, strategies, management style, objectives, products and 
services. An organisation also operates in an external environment characterised by social, 
economic, technological, political and other variables. It cannot operate in isolation, because 
it needs to sell its products and services in the external environment. At the same time, the 
external environment needs the organisation for its survival. The role of HR as a strategic part-
ner is determined by the extent to which HR is able to link HR strategies to the organisation's 
management process. The ability to link HR strategies depends on how well HR can analyse 
the environment in which it operates.

2.4 THE EXTERNAL ENVIRONMENT
105The role of HRM as a strategic partner is determined by the extent to which HR strategies 
link to the organisation's strategic management process. The ability to link HRM strate-
gies depends on how well HRM analyses the environment and provides input as to how 
environmental issues and HRM issues impact on the organisation's objectives. Like the 
other functional areas (marketing, finance and production), HRM cannot determine the 
organisation's objectives, but it can play a strategic role in anticipating the influence of 
environmental factors on the organisation's objectives. In this way it can be proactive by 
informing the organisation about possible threats and opportunities and enable manage-
ment to consider alternative ways of achieving organisational objectives.

106With regard to HRM issues, the most important environmental factors which need to be 
monitored include the following:
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2.4.1 The political environment
107Laws and regulations are a powerful external environmental influence and they influence 
HRM activities, policies and programmes considerably. Before an organisation makes any 
HRM decisions, it must weigh the impact of government regulations.

108Government regulates and influences some aspects of HRM more directly than others. 
Legislation and regulation include:

 � affirmative action (AA) and employment equity (EE)
 � discrimination
 � basic conditions of employment (working hours, overtime etc)
 � compensation (minimum wage)
 � employee benefits (unemployment insurance, treatment of occupational injuries and 

diseases, payment for time not worked)
 � trade unionism
 � training (Skills Development Act, Skills Levies Act)

109Labour laws regulating issues such as conditions of employment, training and compensa-
tion, have a direct influence on employment contracts, training courses and labour costs 
(an increase in minimum wages, overtime payment, the number of public holidays and 
mandatory employee benefits). If, for example, HRM learns that government plans to do 
away with travel allowances, it has to consider the cost implications should the organisa-
tion decide to add the travel allowance to the basic salary of sales representatives by way 
of higher pension contributions, bonuses and skills levies. With the help of other depart-
ments such as finance or marketing, possible solutions for reducing labour costs can be 
found. Marketing might come up with an alternative marketing plan (like e-commerce) 
so that sales representatives travel less.

2.4.2 The economic environment
110When unemployment is high, one family member often has to take care of a whole family. 
Its basic needs, such as food and shelter, have to be satisfied. HRM should ensure that the 
lower and higher order needs of employees are taken into consideration when innova-
tive and flexible reward systems are designed. Because poor economic conditions lead 
to unemployment, labour unrest and crime, many people emigrate. The loss of skills is 
called a brain drain. HR professionals then have to develop strategies to retain employees.

2.4.3 The social environment
111AIDS is an important issue in the staffing of an organisation. The scarcity of skills and 
the costs involved (absenteeism and payment of benefits such as pension and medical) 
need to be considered when the impact of AIDS on the organisation is determined. If the 
organisation is labour intensive, it could, for example, invest more in capital (machines) 
so that production is not disrupted.
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2.4.4 Technology
112Technology plays a vital role in how and where work gets done, and it can be used 
to make organisations more flexible. Flexible organisations employ fewer permanent 
employees and more employees on a short-term or part-time basis. Whenever techno-
logical or product-market changes signal a skills gap, HRM should develop strategies to 
attract competent people or train current employees.

2ASSESSMENT

(1) Identify the basic functions of an HRM department. Draw a diagram to illustrate your 
answer.

(2) Discuss the environmental issues that HRM should consider if it wishes to play a proactive 
role in managing its human resources.

(3) Discuss the various forms of integration that take place within the HRM function itself.
(4) Indicate how the following issues influence HRM policies and practices:

4.1 The influence of AIDS on:
(1)  HR planning
(2)  employee benefits
(3)  employee assistance programmes

4.2 The influence of a change in the basic conditions of employment, such as an increase 
in payment for overtime, on:
(1) selection
(2)  training
(3)  compensation

4.3 The influence of EE targets on:
(1)  recruitment sources/methods
(2)  selection criteria
(3)  training

8Assessment Feedback

(1) From a functional perspective, human resource management is a staff function aimed 
at helping functional managers to utilise the most important production factor, namely 
human resources, as effectively as possible (Nel et al. 2006:9). The structure of an HRM 
department depends on the nature and size of the organisation. In most organisations 
the chief HR executive reports to top management. In some HRM consists of two sec-
tions: personnel and labour relations. In medium-sized and small organisations, HRM 
and other functions like public relations, form a single department.
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The following shows the structure of the HR department in a large organisation.

TOP 
MANAGEMENT

HR Executive

HR Provisioning HR Development Labour Relations HR Maintenance HR Administration

(2)  If HRM is to play a proactive role, it has to operate within both the internal and the external 
environments. The internal environment refers to the organisation and everything that 
happens in it. It includes the organisation's mission and vision, policies and procedures, 
management style, goals and objectives, products and services. The external environment, 
on the other hand, is outside the organisation. The role of HR as a strategic partner is 
determined by the extent to which HR is able to link its own strategies to the organisation's 
strategic management process. In doing so, HR has to consider the following factors in 
the external environment:

  1 The political environment
    Laws and regulations are a powerful external environmental influence. 

It influences HRM activities, policies and programmes both directly and 
indirectly.

  2 The economic environment
    HRM should ensure that both the higher and lower order needs of employees 

are taken into consideration by implementing innovative and flexible reward 
systems.

  3 The social environment
    HIV/Aids is an important issue when staffing the organisation. The scarcity 

of skills and the costs involved are two of the many issues that have to be 
taken into consideration when the impact of AIDS on the organisation is 
determined.

  4 Technology
    Technology plays a vital role in determining how, when and where work has 

to be done. Flexible organisations realise the need for shift work schedules 
which means that work can be done away from the formal organisational 
workplace by means of emails, internet and more sophisticated computer 
based services.

(3) According to Mabey, Salaman and Storey (1999), integration takes on four forms:
  1 Vertical integration
    The HRM strategy should be integrated with the organisation's overall strat-

egy. The internal HR strategy on how human resources are to be developed, 
deployed, motivated and controlled, should be linked to the organisation's 
overall strategy.
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  2 Horizontal integration
    It is of vital importance that the various elements of HRM, for example, HR 

systems, policies, procedures, structures and cultures, correspond.

  3  Integration of the individual into the organisation. HR practices should aim 
at closing the gap between the interests of the organisation and those of an 
individual employees.

  4  Integration of the various departments, disciplines and groups in the organi-
sation into one unified, normative system. This type of integration aims to 
create a type of organisation where employees achieve personal fulfilment.

(4) (4.1) The influence of AIDS on:
  1 HR Planning
    Because of the AIDS pandemic, HR planning should advise the organisation 

to invest in machinery and technology to counter a possible shortage of skills 
as a result of regular sick leave and a high death rate among employees.

  2 Employee benefits
    HIV and AIDS cause regular absenteeism and the organisation has to pay 

employee benefits such as pension and high medical costs.

  3 Employee assistance programmes
    An HIV positive employee requires a great deal of assistance during his illness. 

Counselling is also required when assisting an ill HIV positive employee.

 (4.2) The influence of a change in the basic conditions of employment on:
  1  Selection
    In terms of the EEA (sec 6 (1)) an employee may not be discriminated against 

because of his HIV status.

  2 Training
    It is required that if an employee performs below standard, his training needs 

have to be determined and the necessary training have to be provided so 
that he is able to perform according to the required standard.

  3 Compensation
    The Basic Conditions of Employment Act prescribes minimum wages espe-

cially for lower ranking employees.

 (4.3) The Influence of EE targets on:
  1 Recruitment methods/sources
    Section 5 of the EEA places a positive duty on every employer to promote 

equal opportunity in the workplace by eliminating discrimination in any 
employment policy or practice.

  2 Selection criteria
    The EEA aims to redress imbalances of the past in employment by prescribing 

that preference should be given to people from designated groups which 
include blacks, women and people with disabilities.
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  3 Training
    The EEA provides that should an employee fail to perform according to 

set standards, the employer should offer training in order to enable him to 
perform according to the required standard.

SUMMARY
113In this study unit we discussed HRM as a specialised function with its own strategy, objec-
tives, policy, procedures and structure. However, HRM is part of a system and therefore 
it should be integrated with the rest of the organisation. Integration should also take 
place in the HRM function itself. To transform itself from administrator to strategist and 
change agent, HRM should monitor the external environment and be proactive. Lastly, 
we discussed a few environmental factors and outlined the influence they have on HRM. 
In the next study unit we will discuss the role and importance of HRM.
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Study unit 3

Role and Importance of HRM

Contents

3.1 Introduction
3.2 Key HRM Roles

Learning outcomes

After completing this study unit you should be able to

 − discuss the importance of HRM
 − discuss the four key roles of HRM
 − identify the core competencies of an HRM professional

Key concepts

 � Strategic partner
 � Change agent
 � Administrative expert
 � Employee champion

3.1 INTRODUCTION
114The HRM function is much more than filing, housekeeping and record keeping. When 
HRM strategies are integrated within the organisation, HRM solves all the organisation's 
human resource problems. For years the HRM function had not been linked to the or-
ganisation's profit margin or bottom line. But because of the recognition of the crucial 
importance of people, HRM has become a strategic planner in more and more organisa-
tions. HRM strategies must reflect the organisation's strategy regarding people, profit 
and overall effectiveness.

115People limit or enhance the strengths and weaknesses of an organisation. Changes in the 
environment are often related to changes in human resources such as shifts in the composi-
tion, education and attitudes of employees. The HRM function should, therefore, provide 
for or respond to these changes.
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116The increased importance of HRM means that human resource specialists must show 
that they contribute to the goals and mission of the organisation. The performance of 
the HRM function must be measured, communicated and evaluated and HRM account-
ability must be taken seriously. One problem top management has in making strategic 
planning decisions about human resources is that all other resources are evaluated in 
terms of money whereas human resources are not.

117According to Ivancevich (2003) the contributions HRM makes to organisational effective-
ness include the following:

 � helping the organisation reach its goals
 � employing the skills and abilities of the workforce efficiently
 � providing the organisation with well-trained and well-motivated employees
 � increasing the employee's job satisfaction and self-actualisation
 � developing and maintaining a quality of work life that makes employment desirable
 � communicating HRM policies to all employees
 � helping to maintain ethical policies and socially responsible behaviour
 � managing change

118To contribute to organisational effectiveness, it is important that HRM fulfil certain key roles.

3.2 KEY HRM ROLES
119Ulrich (2008) developed a new HRM model and identified four key roles that HRM profes-
sionals need to play to contribute to organisational competitiveness and performance. 
Figure 3.1 provides a graphical representation of the key roles.
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Future and strategic focus

Management of strategic human re-
sources – HRM as a strategic partner

Management of transformation and 
change – HRM as a change agent

Processes People

Management of firm infrastructure –
HRM as an administrative expert

Management of employee contribu-
tion – HRM as employee champion

Day-to-day/operational focus

120FIGURE 3.1  Model of a New HR

121Source  Adapted from Banfield and Kay (2008)

122Let's now briefly discuss the four HRM roles:

3.2.1 Strategic partner
123The stakes are high for HRM to become a strategic partner since any part of an organi-
sation that does not add value is easily removed through downsizing, delayering or out-
sourcing. Ulrich et al (2008) believe, however, that it is not enough for HRM to become a 
strategic partner – it has to become a strategic player. Players score and so must HRM by 
making things happen. One way in which HRM professionals can become active players 
is by being an early warning signaller. HRM is in a unique position because of its close 
involvement with employees, management and the outside world. It can identify internal 
and external threats to its wellbeing. For HRM to become a strategic player, it has to take 
the following steps:
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124(1) Turn strategic statements into a set of organisational actions

125All too often management strategies fail to acknowledge all the organisational processes 
required for their accomplishment.

126(2) Create a balanced scorecard

127A balanced scorecard serves multiple stakeholders (investors, customers and employees). 
HRM professionals need to apply the balanced scorecard in two ways: First, they need 
to be equally accountable for all dimensions of the balanced scorecard, not just for the 
employee dimension. Secondly, the employee dimension of the balanced scorecard 
should be defined not only in terms of employee attitude, but also in terms of organisa-
tional processes. The processes refer to those activities that affect employees' attitude, 
teamwork, empowerment, communication and so on. By measuring these processes as 
well as employee attitudes, HRM professionals fully define the employee stakeholder 
dimension of the balanced scorecard.

128(3) Align HR plans with organisation plans

129When HR planning is done as an afterthought to the organisation planning process, 
management and line managers consider HRM issues as an appendix to "real" planning 
efforts. In such cases, the HR plan becomes a process for shaping HRM rather than or-
ganisation priorities. The real challenge for HR managers is to integrate HRM practices 
into the organisation strategy by working with line managers to identify HRM practices 
that will enable the organisation to carry out its strategy.

130(4) Avoid quick-fix solutions

131HRM professionals, when faced with a problem, need to avoid the lure of the quick fix. 
Inappropriate benchmarking and implementing popular practices or ideas are two of the 
most common traps when HRM tries to fix problems quickly.

132(5) Create a capability focus within the organisation

133Capabilities are those processes and practices in an organisation that enable the organi-
sation to add value for customers. The focus on capabilities clarifies how strategies can 
be put into practice and become the bridge between strategy and action. Without the 
necessary capabilities, it will not be possible to execute the strategy.

3.2.2 Change agent
134Although organisations cannot manage change, they can manage the way they respond 
to change. There are three general response types.

135Initiative changes focus on implementing new programmes, projects, structures 
or procedures.

136Process changes are focused on the ways in which work gets done. Organisations 
first identify core processes and then try to improve them through work simplifica-
tion, value-added assessments and other reengineering efforts.

137Cultural changes occur when the fundamental ways of doing business are 
changed.
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138HRM professionals as change agents build an organisation's capacity to handle changes. 
They make sure that initiatives are defined and implemented in a timely manner, that 
processes are adapted to support the implementation of initiatives, and that fundamental 
values are respected and adapted to changing business conditions.

139As a change agent, HRM has to ensure that the organisation culture contributes to the 
achievement of organisational goals. Existing values and the way things are done are 
usually the biggest obstacles in getting people to change. HRM needs to understand the 
dynamics of organisation culture and how it will impact on proposed strategies so that 
resistance from employees and managers can be anticipated and managed to ensure 
the successful implementation of strategies.

140HRM needs to conduct a survey to determine to what extent HR is valued and regarded 
as important in making a strategic contribution. According to Ulrich et al (2008), criti-
cal competencies and success profiles for HRM professionals focus on the three C's – 
credibility, competence and courage. HRM professionals who display the three C's play a 
prominent role in upgrading the status of HRM and in getting it a seat at the corporate 
table. If the survey reveals that HRM lacks credibility or the necessary capabilities, specific 
strategies to change management's perception of HRM should be implemented.

141The extent to which the structure allows coordination, open communication and respon-
siveness needs to be analysed and the human resource function transformed. Whenever 
the structure does not support organisational goals, HRM should act as a change agent 
in the development and implementation of a new structure.

3.2.3 Administrative expert
142For years, HRM professionals have been tagged as administrators and they should become 
experts in the way work is organised and executed. Their administrative efficiency ensures 
that costs are reduced while quality is maintained. To assume its new role, HRM staff has 
to improve its own function as well as that of the entire organisation.

143Decreased costs are not the only reason for becoming administrative experts. It also builds 
HRM's credibility and opens the door to becoming a strategic partner.

144As administrative experts HRM professionals improve the efficiency of the work they 
perform. Being an administrative expert requires mastery of two phases of reengi-
neering. The first phase is the improvement of processes: HRM professionals learn how 
to streamline, automate and improve the efficiency of HRM practices. One way of doing 
this is by getting involved in the design and implementation of the organisation's infor-
mation system. Organisations invest large amounts of money in information technology. 
Information systems are of value only when work processes, roles and work culture are 
transformed to make the most cost-effective use of automation. The information system 
should therefore be suited to the needs of HRM. The second phase is the rethinking of 
value creation. HRM professionals do more than the reengineering of processes and have 
to rethink the way in which work is performed. This thinking includes deciding what work 
is being done, where and how the work is done, and who does it.
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145In order to become administrative experts HRM professionals must learn how to

 � reengineer HRM work through the use of technology, reengineering teams and qual-
ity improvements

 � define the HRM role in creating value for the organisation
 � measure HRM results in terms of efficiency (cost) and effectiveness (quality)

3.2.4 Employee champion
146Employees are expected to do more with less without any guarantee that they will be 
promoted or keep their jobs. This fosters mistrust and is a recipe for organisational fail-
ure. If its employees are not committed, an organisation will not be able to fully utilise 
them. Employees who believe that they are valued, tend to share ideas, work harder and 
provide a better customer service.

147HRM practitioners must ensure that employees are committed to the organisation. 
They cannot do so only by attending to the social needs of employees, but they should 
also educate line management about the importance of high employee morale and how 
to achieve it. Employees should have the opportunity to grow and excel in their work.

148Along with educating line managers about morale, HRM staff must also act as advocates 
for employees' needs and demands. They must represent employees at top management 
level and be their voice in management decisions such as mergers and retrenchments. 
HRM acts as an employee champion by looking after the interests of the employees. 
Organisations cannot satisfy the needs of all employees; that is why trade unions exist. 
Without doubt, trade unions play an important role and affect most aspects of HRM, 
from recruitment, selection and performance evaluation to compensation and benefits.

Activity 3.1

Complete the following column by indicating which role HRM fulfils in each of the fol-
lowing cases:

Human resource activity HRM-role
(strategist, administrator, 
change agent, employee 
champion)

1 HRM department provides top manage-
ment with a proposal for salary increases.

2 HRM department makes a presentation to 
top management about the implementa-
tion of a new HRM information system.
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3 HRM department finalises the criteria for 
retrenching employees.

4 HRM department completes and submits 
employment equity reports to the Depart-
ment of Labour.

5 HRM department incorporates legislative 
requirements in respect of skills develop-
ment in the HR budget.

9Activity Feedback

(1) When the HRM department provides top management with a proposal for salary in-
creases, it protects the interests of employees and fulfils the role of employee champion.

(2) The implementation of a new HRM information system is a move away from the status 
quo; consequently, HRM acts as change agent.

(3) When the HRM department is involved in finalising the criteria for retrenching employ-
ees, it takes the interests of the organisation and the employees into consideration. HRM 
acts as employee champion, but by performing an administrative task, it also acts as 
administrator.

(4) The completion and submission of employment equity reports to the Department of 
Labour is an administrative task and, therefore, HRM fulfils an administrator role.

(5) When the HRM department interacts with the external environment and takes the influ-
ence of legislation on HRM into account, it fulfils a strategist role.

Activity 3.2

Write down a few competencies or skills an HRM professional should have.

(1)   

(2)   

(3)   

(4)   

(5)   
149
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10Activity Feedback

The competencies or skills an HRM professional should have, include:

 � Writing skills (writing reports and proposals)
 � Emotional intelligence (solving conflict, negotiating)
 � Analytical skills in observing and making decisions
 � Interpreting and applying legislative requirements
 � Financial and business skills (interpreting income statements, cost-benefit analysis)
 � IT skills (computerised HRM systems)
 � Assertiveness
 � Sound interpersonal relationship skills and being influential

 �
3ASSESSMENT

(1) Below is a table that lists old myths and misconceptions about HRM. Complete the table 
by indicating the new realities HRM professionals are faced with.

MYTHS AND MISCONCEPTIONS NEW REALITIES

1 People want to work in HRM because they like 
people.

2 Anyone can do HRM.

3 HRM is about laying down rules and procedures.

4 HRM is a support/staff function and cannot 
contribute to the bottom line.

5 HRM is not of any strategic importance  and is 
often outsourced.

(2) Discuss the importance of HRM.
(3) Discuss the four key roles of HRM.
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(4) Complete the following table by indicating which competencies an HRM professional 
needs to fulfil a particular role:

ROLE COMPETENCIES REQUIRED

Strategist

Change agent

Administrative expert

Employee champion

11Assessment Feedback

(1)  Below is a table that lists old myths and misconceptions associated with HR. Complete 
the table by indicating the new realities facing HR professionals.

MYTHS AND MISCONCEPTIONS NEW REALITIES

1 People want to work in HR because they 
like people.

HR is a highly skilled and so-
phisticated function which 
requires more than just liking 
people. HR specialists need to  
be strategic partners and inte-
grate the HR strategy into the 
overall organisational strategy. 

2 Anyone can do HR. It requires professionalism, 
ethics, skill and experience for 
someone to become an HR 
specialist or practitioner. HR 
involves more than record keep-
ing, filing and housekeeping.
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3 HRM is about laying down rules and 
procedures.

HRM is more than just a staff 
function which lays down rules 
and procedures. It sees to it 
that organisational rules and 
procedures are adhered to and 
that they are in line with govern-
ment regulations and acts of 
Parliament.

4 HRM is a support or staff function and 
cannot contribute to the bottom line.

The increased importance of 
HRM means that human re-
source specialists must  
show that they contribute to 
the goals and mission of the 
organisation.

5 HRM is not of strategic importance and it 
is often outsourced.

Because the importance of 
people in the world of work is 
recognised, HRM has become 
a major player in developing 
strategic plans.

(2) The increased importance of HR means that human resource specialists must show that 
they contribute to the goals and mission of the organisation. The performance of the 
HRM function must be measured, communicated and evaluated and HRM accountability 
must thus be taken seriously.

(3) Strategic partner
  According to Ulrich et al (2008) being a strategic partner is not enough. The HR specialist 

has to become a strategic player. Players score points and HR specialists have to score 
and make things happen. In order to become a strategic partner, the following steps 
have to be taken:

 (1) Turn strategic statements into a set of organisational actions.
 (2) Create a balanced scorecard.
 (3) Align HR plans with organisational plans.
 (4) Avoid quick-fix solutions.
 (5) Create a capability focus in the organisation.

 Change agent
  As a change agent HR has to ensure that the organisation culture contributes to the or-

ganisational goals. Existing values and the way things are done are usually the biggest 
obstacles in getting people to change.

 Administrative expert
  As administrative experts HR professionals improve the efficiency of the work they per-

form. Being an administrative expert requires mastery of two phases of reengineering. 
First, processes have to improve, which means that HR professionals have to learn how 
to streamline, automate and improve the efficiency of the HR practice. This is done by 
getting involved in the design and implementation of the organisation's information 
system. The second phase of reengineering is about rethinking value creation. HR profes-
sionals have to go beyond reengineering processes and rethink the way in which work 
is performed. This thinking involves what work is to be done, where, how and who has 
to do it.
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 Employee champion
  An HR specialist needs to be an advocate for employee's needs and demands. He must 

represent employees at top management level and be their voice in management decisions 
such as mergers and retrenchments. HR acts as an employee champion by protecting 
the interests of employees.

(4)  Complete the following table by indicating which competencies an HR professional needs 
to fulfil a particular role:

ROLE COMPETENCY REQUIRED

Strategist Proactive, analytical and result driven. 

Change agent Credibility, competence and courage.

Administrative expert Cost saving, quality assurance, efficiency and 
effectiveness. 

Employee champion Being a team leader and employee advocate.

SUMMARY
150There is little doubt that HRM faces a challenging future that involves transformation. 
There is also general consensus that it has to change before it can meet the requirements 
and expectations of other organisational stakeholders, and can be accorded the status 
and credibility that the HRM function deserves.

151As far as the various roles HRM has to fulfil, it is clear that HRM should show a much 
stronger business orientation in designing and providing HRM activities and services. 
HRM professionals have to develop skills and competencies that allow them to deliver 
solutions and offer advice based on a professional body of knowledge. HRM professionals 
need to acquire a reputation for reliability, credibility and professionalism. The profes-
sionalisation of HRM has become a necessity if HRM wishes to enhance its credibility and 
have an impact on the organisation's bottom-line results. In the next study unit, we will 
discuss the professionalisation of HRM.

152
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Study unit 4

Professionalisation of HRM

Contents

4.1 Introduction
4.2 The Institute of People Management (IPM)
4.3 The South African Board for People Practices (SABPP)

Learning outcomes

After completing this study unit, you should be able to

 − discuss the reasons why the professionalisation of HRM became a necessity
 −  discuss the importance and role of the South African Board for People Practices (SABPP)
 − identify and discuss the various registration levels at the SABPP
 − comment on the SABPP’s code of conduct
 − discuss the importance and role of the IPM

Key concepts

 � The Institute of People Management (IPM)
 � The South African Board for People Practices (SABPP)
 � Code of Conduct
 � HR technician
 � HR associate
 � HR practitioner
 � Chartered HR practitioner
 � Master HR practitioner

4.1 INTRODUCTION
153As an internationally recognised profession, human resources is at the heart of the imple-
mentation of the HRM strategy which aims to improve employees' skills and production 
and to boost the South African economy.
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4.2 THE INSTITUTE OF PEOPLE MANAGEMENT (IPM)
154The Institute of People Management (IPM) is a non-profit organisation that was founded 
more than 60 years ago to provide relevant knowledge and information on effective 
leadership and people management to Human Resource professionals and management.

155The IPM provides knowledge and tools for strategic people development and leadership, 
which contribute to growth, profitability and sustainability of businesses. IPM believes that 
its effectiveness should be measured by its relevance, accessibility and the quality of its 
service. The IPM's mission is to provide members with easy access to the latest informa-
tion, knowledge, expertise, training and development systems, processes and networks 
in people management.

4.3 THE SOUTH AFRICAN BOARD OF PEOPLE PRACTICES 
(SABPP)

156The SABPP was established by the Institute for People Management and has been the 
standards and professional registration body for HRM since 1982. It has registered more 
than 7 000 HRM professionals and has accredited numerous providers. In addition it 
keeps watch over ethical conduct in the profession. Some of the Board's outputs include 
board papers on HRM competencies and HRM profiles, benchmarking studies, a learning 
path for HRM by aligning registration levels with the National Qualifications Framework 
(NQF), a workable recognition of prior learning (RPL) system for professional registra-
tion, a continued professional development programme launched in 1994, published 
research and an HRM dictionary. The South African Qualifications Authority (SAQA) has 
also accredited the SABPP as the Education and Training Quality Assurance body (ETQA) 
for human resources. The board has kept itself financially viable and stable by way of 
careful management and a small infrastructure. It boasts a track record of high quality 
services far cheaper than the market rate.

157When the Board was formed more than 20 years ago, it adopted a policy of no discrimina-
tion and many members of previously disadvantaged groups have been elected to the 
Board. In 1989 a board examination was introduced so that talented people without the 
necessary qualifications could get professional registration. This examination was termi-
nated when the Board applied for ETQA status with SAQA, because it would jeopardise 
the granting of the quality assurance function. Proper RPL practices by providers in the 
HRM field are overseen by the ETQA.

158Mission: To establish and sustain a high level of professionalism and ethical conduct in 
personnel practice.

159Strategy: To promote, direct and influence the development of the human resources 
profession; to review competency standards for the education, training and conduct of 
those engaged in the profession; to advise parties concerned on the development and 
attaining of those competencies and to evaluate such attainment.
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160Value Statement: The SABPP's actions are guided by the following values:

 � The SABPP is committed to objectivity, fairness, consistency and integrity in all its 
functions.

 � The quality assurance system of the SABPP ETQA strives to contribute to the economy 
of South Africa.

 � The SABPP links quality to equity and the fostering of innovation and diversity.
 � With a customer-centred focus, the SABPP will work in a consultative and cooperative 

mode with partners and stakeholders
 – offering service excellence
 – being professional in all its dealings
 – building and maintaining trust and confidentiality

 � The SABPP strives after a high quality HR practice.

161The SABPP accredited various universities and technikons (now universities of technology) 
for the past two decades, but new legislation ushered in a new era in the accreditation of 
tertiary bodies. The Council for Higher Education (CHE) is the primary quality body who 
assigns quality assurance to the different professional bodies. The SABPP is in the final 
stages of signing a memorandum of understanding with the CHE in this regard.

4.3.1 Tertiary institutions accredited by the SABPP
162Table 4.1 below provides a list of tertiary institutions that have been accredited by the 
SABPP. Students who have completed accredited courses at the listed institutions are 
automatically accepted for professional registration insofar as the qualification require-
ments of the board's registration criteria are concerned. You will note that Unisa is ac-
credited by the SABPP.

163TABLE 4.1  Tertiary institutions accredited by SABPP
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��

 � Cape Peninsula University of 
Technology

 � Mangosuthu University of Technology
 � Durban University of Technology
 � Central University of Technology, Free 

State
 � Tshwane University of Technology
 � Vaal University of Technology

 � University of Johannesburg
 � Walter Sisulu University
 � Nelson Mandela Metropolitan 

University
 � University of Cape Town
 � University of KwaZulu-Natal
 � University of Fort Hare
 � North-West University
 � University of Pretoria
 � University of South Africa
 � University of Stellenbosch
 � University of the Free State
 � University of Zululand
 � Military Academy
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4.3.2 Registration levels at the SABPP
166Any person who wishes to register as a member of SABPP may do so based on his qualifica-
tions and HRM related experience. There are five levels of registration, namely HR technician, 
HR associate, HR practitioner, chartered HR practitioner and master HR practitioner. Tables 
4.2 to 4.6 below indicate the various levels and the requirements and competencies to 
register for a specific level. See the SABPP's website at www.sabpp.co.za for more details.

167TABLE 4.2  HR Technician

Qualification

This level requires competence equivalent to a Grade 12 (or matric) qualification 
plus one year of study, or to the NQF registered Human Resources Management 
and Practices Certificate. The qualification refers to a completed post-matric quali-
fication accredited by the Board in a discipline or disciplines relevant to the field of 
human resources.

Experience

At least one year of HRM-related experience is required for this level of registration.

EXAMPLES OF THE COMPETENCIES OF AN HR TECHNICIAN

HR Technicians should have the following competencies:

1. Perform administrative duties related to HR management and practices.

2.  Support the implementation of procedures and systems related to HR manage-
ment and practices in the four role clusters.

3.  Collect, collate and distribute information related to HR management and prac-
tices according to a predetermined plan.

4.  Give advice, or refer to an appropriate person in response to queries on organisa-
tion procedures related to HR management and practices.

5.  Demonstrate a basic understanding of people dynamics and its impact in the 
workplace.

6.  Demonstrate a basic understanding of the functioning of business and the role 
and contribution of individuals in organisations.

7.  Identify strengths and areas for improvement in own learning through self-
reflection on support for organisational HR management and practices.

Source  www.sabpp.co.za
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170TABLE 4.3 HR Associate

Qualification

This level corresponds to a Grade 12 qualification plus two years of further education, 
or to the NQF registered HR Management and Practices Diploma.

Experience

At least two years of consistent HRM experience is required to register on this level.

EXAMPLES OF THE COMPETENCIES OF AN HR ASSOCIATE

HR associates should have the following competencies:

1.  Adhere to legislative requirements as well as organisational policies and procedures 
in performing HRM functions.

2.  Coordinate and contribute to the management of the core processes related to 
HR management and practices:

 � Provide information for the development of policies.
 � Participate in the development of procedures for processes related to HR 

management and practices in accordance with legislative requirements.
 � Handle the acquisition, development and utilisation of people in an organisation.
 � Contribute to the establishment and improvement of labour and employee rela-

tions (including contributing to employee assistance and wellness programmes).
 � Contribute to the establishment, maintenance and utilisation of an information 

system related to HR management and practices (including compensation).

3. Coordinate some of the HRM processes and practices at operational level.

4. Promote best HRM practices in an organisation.

5. Contribute to the monitoring of health and safety at the workplace.

6.  Identify strengths and areas for improvement in own learning through self-
reflection and reflection on organisational HR management and practices.

171Source  www.sabpp.co.za

172
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173TABLE 4.4  HR Practitioner

Qualification

This level corresponds to a Grade 12 qualification plus three years of further education (a 
degree or national diploma).

Experience

At least three years of consistent experience at middle management level is required.

EXAMPLES OF COMPETENCIES FOR AN HR PRACTITIONER

Explicit performance (work done) in an authentic context demonstrating the ability to in-
terpret and apply the procedures, operations and techniques to solve unfamiliar concrete 
and abstract problems in HRM, using evidence-based solutions and theory-driven argu-
ments and mapping new knowledge onto the theory of HRM. Competencies also include 
evidence of continued professional development.

 � The ability to apply the basic theoretical principles of problem identification and 
solving in the field of HRM (problem-solving skills).

 � Plan and execute elementary research in the field of HRM, including gathering, ana-
lysing, synthesising and interpreting information on HRM issues (research skills).

 � Effective oral and written communication with different role players in HRM 
(communication skills).

 � Develop an elementary theoretical and practical macrovision, taking into ac-
count socio-political and multi-cultural factors of HRM internationally, nationally, 
regionally and locally (development of macrovision).

 � Take responsibility to organise and coordinate basic resources and oppor-
tunities in the field of HRM by applying the relevant theoretical principles 
(entrepreneurship).

 � Accept the responsibility for their own activities in the field of HRM (entrepre-
neurship or self-responsibility skills).

 � Practise social sensitivity in relationships with others and work in a team by imple-
menting the relevant theory and reflect on the implementation thereof (teamwork).

 � Use appropriate technology (eg internet, e-learning and e-mail) in the HRM 
environment (technological and environmental literacy).

 � Explore different learning strategies to acquire a range of skills in the field of 
HRM (explore learning strategies).

 � Promote responsible citizenship through their approach towards the holistic 
application of management capabilities in HRM both at local and national level 
(promoting citizenship).

 � Practise social, cultural and aesthetic sensitivity towards different role players in 
the HRM field by applying the appropriate theoretical principles and reflecting 
on the application thereof (cultural and aesthetic sensitivity).

 � Acquire employment-seeking skills for entry into different sectors of the HRM 
field by applying the theoretical principles and reflecting on the application of it 
(employment-seeking skills).

174Source  www.sabpp.co.za
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175TABLE 4.5  Chartered HR practitioner

176Qualification

177Embedded knowledge requirement: a qualification equivalent to NQF level 8 (post-
graduate 1 and 2 or honours level)

178Experience

179More than four years of practising HRM at senior level required for this level of 
registration.

180EXAMPLES OF COMPETENCIES FOR A CHARTERED HR PRACTITIONER

 � Design, conduct and evaluate research in any of the four role clusters related to 
HR management and practices.

 � Facilitate and monitor the implementation of legislative requirements related to 
HR management and practices.

 � Manage risks related to the HRM four role clusters.
 � Integrate HR management and practices into an organisation's business strategy 

and operations.
 � Coordinate and manage the core processes related to HR management and prac-

tices at an operational level in line with best practice:
 – Provide, analyse and interpret information for the development of policies.
 – Develop procedures for processes related to human resource management 

and practices in accordance with legislative requirements
 – Recruit, select, develop and utilise people in an organisation.
 – Establish and improve labour and employee relations (including contributing 

to employee assistance and wellness programmes).
 – Establish, maintain and utilise an information system related to HR manage-

ment and practices (including compensation).

 � Interpret ethical, legal and professional contexts of Industrial Organisational 
Psychology.

 � Assure and improve the quality of HR management and practices.

Source  www.sabpp.co.za
182
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183TABLE 4.6  Master HR Practitioner

184Qualification

185Embedded knowledge requirement: a qualification equivalent to an NQF level 8 
(postgraduate 3 and 4 which is either master's or doctorate level).

186Explicit performance (or practical competence) requirement:

 � Evidence of performance (work done) in an authentic context demonstrating the ability 
to select from a range the appropriate research methods, techniques and technologies 
for particular research problems, using evidence-based solutions and theory-driven 
arguments.

 � Evidence of continued professional development.
 � At this level evidence of service to the profession and/or of guidance of young 

incoming practitioners is required.

187Experience

188More than six years of practising HRM at the highest level required for this level of 
registration.

189EXAMPLES OF COMPETENCIES FOR A MASTER HR PRACTITIONER

 � Demonstrate ability to apply the highly specialised advanced theoretical princi-
ples of problem identification and solving in the field of HRM and reflecting on 
the application made (problem-solving skills).

 � Plan and execute specialised and advanced research in the field of HRM, includ-
ing gathering, analysing, synthesising and interpreting information on HRM is-
sues correctly by utilising the relevant theoretical research principles and reflect-
ing on the research undertaken (research skills).

 � Communicate orally and in writing at an advanced level with the different role 
players in the field of HRM by applying the theoretical principles of communica-
tion and reflecting on the application made (communication skills).

 � Develop an advanced theoretical and practical macrovision, taking into account 
socio-political and multi-cultural factors of HRM internationally, nationally, pro-
vincially/regionally and locally (development of macrovision).

 � Take responsibility to organise and coordinate resources and opportunities in 
the field of HRM by applying advanced relevant theoretical aspects and reflect 
on the application thereof (entrepreneurship).

 � Accept the responsibility for own activities in the field of HRM (entrepreneur-
ship, self-responsibility skills).

 � Practise social sensitivity in relationships with others and work effectively in a 
team by implementing relevant theory on an advanced level and reflecting on 
the implementation thereof (teamwork).

 � Utilise appropriate management technology (eg computer e-learning, internet 
and e-mail) effectively in the HRM environment (technological and environmen-
tal literacy).



 47 HRM1501/1

 � Explore different learning strategies to acquire different skills within the field of 
HRM (explore learning strategies).

 � Promote responsible citizenship through the holistic application of advanced 
management capabilities within the field of HRM both at local and national level 
(promoting citizenship).

 � Practise social, cultural and aesthetic sensitivity towards different role players in 
the HRM industry by applying the appropriate theoretical principles and reflecting 
on the application of it (cultural and aesthetic sensitivity).

 � Implement acceptable employment-seeking skills for entry into the different  
sectors of the HRM industry by applying the theoretical principles and reflecting 
on the application of it (employment-seeking skills).

191Source  www.sabpp.co.za

Activity 4.1

192 4.1

What role does the Institute of People Management (IPM) play in developing businesses?

 

 

 

Do you think that businesses would still be the way they are without the integration of 
the IPM with their human resource management?

 

 

 

Why is it important for HR practitioners to register with the IPM and the SABPP?

 

 

 

12Activity Feedback

The Institute of People Management (IPM) is a non-profit seeking organisation which has been 
founded over 60 years ago. Its major purpose is to provide knowledge and information on 
effective leadership and people management to professionals and management.

The IPM provides knowledge and tools for strategic people development and leadership that 
will eventually contribute to the growth, profitability and sustainability of businesses.
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It is crucial for HR and other professionals in managerial functions to register with the IPM and 
the SABPP in order to keep abreast of changes in technology and business systems. Membership 
enables professionals to share besides information, their frustrations and successes, so that they 
are able to learn from each other to improve their leadership and business management skills.

4.3.3 Code of Conduct
193Although the SABPP has developed a code of conduct, it remains a working document 
because members are continuously updating the code. The plan is to expand the general 
guide into appropriate behaviour for specialist HRM professions such as employment 
relations, training, remuneration, safety, health and wellness. Table 4.7 is an example of 
SABPP's code of conduct.

194TABLE 4.7  SABPP'S Code of conduct

Preamble

We value what we can offer as a profession and recognise the stewardship role of 
the profession and its members. This role is embodied in the norms and principles 
we stand for. The purpose of this code is to entrench the obligation we have as 
professional HR practitioners to uphold the profession's norms and principles and 
to conduct our activities in a professional and ethical manner. To ensure the trust 
of all our stakeholders, we strive to build the reputation of the profession and its 
members through the values of responsibility, integrity, respect and competence.

Our ethical identity

As members of the profession of Human Resource Management in South Africa, we 
actively pursue the ideals of professionalism and are therefore ethically obliged to

 � Bring meaning and quality of work life to the people we serve in our professional 
capacities

 � Ensure the sustainability of the organisations that we serve
 � Make a difference to the communities we touch.

Our ethical values

Responsibility

Our first responsibility is to meaningfully transform the lives of those men and 
women that are employed by the organisations we serve. We have a further re-
sponsibility to contribute to the success and sustainability of the organisations that 
employ us or that we render a service to. It is our responsibility to comply with the 
expectations of our profession and fellow practitioners. We accept responsibil-
ity for the outcomes of our actions and interventions. In this we contribute to the 
greater goodness of society.
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Integrity

As HR practitioners we are committed to exemplary ethical conduct that is char-
acterised by honesty, objectivity, fairness of judgement, consistency of action and 
loyalty to our profession and the organisations and communities we engage with. 
We aim to grow the profession in a controlled and responsible manner. In that 
we strive to attract to the profession members with sound moral character and 
integrity.

Respect

We are unwaveringly committed to tolerance, respect for human dignity and up-
holding the human rights as prescribed by the constitution of the country. We treat 
all our stakeholders with respect and protect them from harm. We stand in service 
of our profession and its membership, those organisations that remunerate us for 
our professional contributions, and the communities we affect. We have an obliga-
tion to prevent breaches of principles of respect and to assertively object to such 
violations when they occur. We respect the confidentiality of information that is 
entrusted to us.

Competence

Professional registration of HR practitioners is a privilege afforded to individuals 
that have met the criteria for registration. We are committed to ensure professional 
credibility by actively evaluating and protecting the quality of professional educa-
tion and training of those aspiring to enter the profession. We aspire to uphold 
the highest standards of continued professional development and improvement 
of competence of members of the profession. We enact this aspiration through role 
modelling and mentorship. It is our professional duty to integrate and apply sound 
human resource management principles, policies and practices in all aspects of 
people management and to assess the value that we add. We strive to formulate 
generally accepted HR practices that adhere to criteria of scientific and feasibility 
proportions. It is our quest to build the field of human resource management by 
promoting and supporting rigorous research.

195Source  Adapted from www.sabpp.co.za

4ASSESSMENT

(1) Discuss the reasons why the professionalisation of HRM became a necessity.
(2) Discuss the importance and role of the SABPP.
(3) Identify and discuss the various registration levels at the SABPP.
(4) Critically evaluate the SABPP's code of conduct.
(5) Discuss the importance and role of the IPM.
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13Assessment Feedback

(1) In 1990, the chairman of the SABPP, Gary White, gave the reasons for the professionalisa-
tion of HRM. One of the major reasons was to set standards in the field of HR for education 
and training. Interest was also expressed by members of the personnel fraternity for such 
professionalisation. In 1982 the SABPP was founded to establish professionalism and 
ethical conduct in personnel practice in South Africa.

(2) 1  To register personnel practitioners in accordance with various registration levels 
and categories.

 2  In certain circumstances, as authorised by the charter, remove any name from the 
register or upon payment of the prescribed fee, restore it.

 3  Appoint mentors, conduct assessments and examinations, award certificates and 
charge such fees in respect of such assessments, examinations or certificates as may 
be prescribed.

 4  Recognise education or training which qualifies a person for registration in terms 
of the charter.

 5  Upon application of any person, recognise any qualification held irrespective of 
whether such qualification was obtained in the Republic or elsewhere.

 6 Establish a code of professional conduct for persons registered in terms of the charter.

(3) There are five levels of registration with the SABPP.
 1 HR Technician
   This level requires competence equivalent to a Grade 12 qualification plus one year 

of study upon completing Grade 12 within the HR environment.

 2 HR Associate
   This level corresponds to a Grade 12 qualification plus two years of further education. 

At least two years of consistent experience within the HR environment is required 
for this level.

 3  HR Practitioner
   This level corresponds to a Grade 12 qualification plus three years of further education 

(degree or a national diploma) in HR. At least three years of consistent experience 
at middle management level is also required.

 4 Chartered HR Practitioner
   Embedded knowledge is a requirement. A qualification equivalent to NQF level 8 is 

a requirement (post graduate 1 and 2, which means an honours degree). More than 
four years of practising HR at senior level is required for this level of registration.

 5 Master HR Practitioner
   Embedded knowledge is a requirement. A qualification equivalent to NQF level 8 is 

a requirement (post graduate 3 and 4, which means a master's or doctoral degree). 
Explicit performance or practical competence is required.

(4) A code of ethics has to hold the professional accountable to the public. A successful code 
of ethics should serve to remind technical professionals of their ultimate task – to serve 
their clients and the public to the best of their ability. It should convince a professional that 
following the code is a wise decision. In addition it should persuade the entire company 
to uphold the principles of the code.

(5) The IPM is a non-profit seeking organisation which was founded more than 60 years ago 
with the aim of providing appropriate, relevant knowledge and information of effective 
leadership and people management to HR professionals and management in general.
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  IPM dedicates its efforts to providing knowledge and tools for strategic people develop-
ment and leadership, which contribute to the growth, profitability and sustainability of 
business.

SUMMARY
196In this study unit we discussed the importance of the professionalisation of HRM and 
outlined the role of the IPM and SABPP in this regard.

197The various registration levels require specific qualifications and HR-related experience 
and include the following levels: HR technician, HR Associate, HR Practitioner, Chartered 
HR Practitioner and Master HR Practitioner.

198This concludes the discussion on the introduction to HRM. The next topic will deal with 
the various HR activities such as HR planning, recruitment, selection, orientation, training 
and development, performance management, career planning, compensation, safety 
and health and labour relations.

199
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TOPIC 2

Human Resource Management 
Functions

AIM OF THE TOPIC
201The aim of this topic is to introduce you to the various HRM functions. After studying this 
topic, the role and importance of each function will be clear to you and you will under-
stand how the various HRM functions enable the organisation to achieve its objectives. 
The mind map below provides a graphical representation of the various HRM functions 
and the relevant study units. This should help you to keep the bigger picture in mind 
and simplify the learning process.

TOPIC CONTENTS
202Study unit 5: HR planning
203Study unit 6: Recruitment
204Study unit 7: Selection
205Study unit 8: Orientation, training and development
206Study unit 9: Performance management
207Study unit 10: Compensation
208Study unit 11: Health and safety
209Study unit 12: Labour relations

210
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TOPIC 2 
HRM FUNCTIONS

HR PROVISIONING HR DEVELOPMENT HR MAINTENANCE

HR Planning 
(Study unit 5)

Recruitment  
(Study unit 6)

Selection  
(Study unit 7)

Orientation, Training and 
Development  
(Study unit 8)

Performance manage-
ment  
(Study unit 9)

Compensation  
(Study unit 10)

Health and Safety  
(Study unit 11)

Labour Relations 
(Study unit 12)

211
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Study unit 5

HR Planning

Contents

5.1 Introduction
5.2 Role of HR Planning
5.3 Job Analysis
5.4 Workforce Diversity

Learning outcomes

After completing this study unit, you should be able to

 − understand the role of HR planning
 − discuss the purpose of job analysis
 − discuss workforce diversity and its impact on HR planning

Key concepts

 � HR planning
 � HR supply/demand
 � HR gap
 � Skills inventory
 � Job analysis
 � Workforce diversity

5.1 INTRODUCTION
212The extent to which HR planning is be done depends on the goals and size of the or-
ganisation, the changing demographics of a country, the aging of the workforce, labour 
legislation and the types of people employed. In this study unit we will take a look at 
how these factors influence HR planning and what an organisation can do to ensure that 
it has the right number and type of employees at a given time. We will also discuss flex-
ibility in the workplace as illustrated by alternative work schedules and various types of 
employment contracts to indicate how flexibility impacts on HR planning. The changing 
demographics of South Africa has a direct influence on the composition of the workforce 
and by implication on HR planning. In this study unit we will discuss workforce diversity 
and briefly refer to issues such as affirmative action and employment equity.
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5.2 THE ROLE OF HR PLANNING
213HR planning is about determining how many employees and which skills an organisa-
tion will need some time in the future. In other words, it is about assessing the future 
supply of and demand for employees. As soon as any surplus or shortage of employees 
has been identified, the organisation can plan to address this.

214HR planning is both a process and a set of plans. Certain steps have to be taken to de-
termine how many employees with certain skills will be needed in future. On the other 
hand, plans have to be devised to address any surplus or shortage of employees.

215Before we proceed to a discussion on the steps in the HR planning process, let us consider 
for a moment why an organisation needs to do HR planning. Contrary to the past, people 
are no longer easily replaceable and competition for competent and qualified workers 
is fierce. It is, therefore, in an organisation's own interest to take note of all factors that 
could influence its staffing levels and implement plans to address an anticipated staff 
surplus or shortage. The reason is that in both cases it will cost the organisation a large 
amount of money if production is halted due to a shortage of staff, or if it pays salaries 
to employees who are not needed. To be cost effective, organisations should ensure that 
they employ the right number of employees with the required skills at all times.

216We will now discuss the HR planning process step by step.

217STEP 1: STRATEGIC FACTORS INFLUENCING HR PLANNING

218Whenever we think of external or strategic factors, the word "PEST" should come to mind. 
This acronym stands for Political, Economic, Social and Technological.

219Political factors refer to labour legislation. Labour legislation which has a significant impact 
on employment practices includes the following:

220Basic Conditions of Employment Act (75 of 1997 as amended)

221Skills Development Act (97 of 1998)

222Skills Development Levies Act (9 of 1999)

223Employment Equity Act (55 of 1998)

Activity 5.1

What is your opinion about the influence of the following legislation on HR planning 
(number and type of employees)?

(1) An increase in the minimum wage.
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(2) An increase in the number of leave days.
 

 

(3) A change in employment equity targets and dates.
 

 

14Activity Feedback

An increase in the minimum wage will affect labour intensive organisations more than 
capital-intensive organisations because the minimum wage applies mostly to unskilled and 
low-skilled labour. With regard to HR planning, an increase in the minimum wage will increase 
the labour costs of organisations and force them to cut back on new appointments or even 
consider retrenchments.

An increase in the number of leave days will mean that more employees are absent from work. 
This will influence the organisation's ability to provide a service or deliver a product and might 
necessitate measures such as an increase in overtime work, the appointment of temporary 
workers during peak times and subcontracting.

A change in the EE targets and dates will mean that the HR planner has to revise selection 
criteria, offer pension packages to certain groups of employees, and focus on certain groups 
of employees for advancement.

224Economic factors refer to the economic situation in a country and include issues such 
as unemployment and inflation. The higher the inflation rate, the bigger the pressure 
on organisations to provide employees with cost-of-living salary increases. This, in turn, 
forces organisations to cut back on new appointments in an attempt to curb labour costs.

225When unemployment is high, competition for jobs, especially unskilled jobs, is fierce and 
organisations offer lower salaries and appoint more workers. In spite of that, HR planning 
must still be done because if the organisation appoints too many employees, it might be 
stuck with high labour costs when the economic situation improves. Unemployment and 
crime prompted highly skilled people to leave the country in search of greener pastures. 
This has resulted in a "brain drain" and a skills shortage in South Africa. Organisations 
now have to compete for people with scarce skills.

226Social factors refer to the socio-economic situation and include AIDS and community in-
volvement. Organisations and government work together to find solutions to the impact 
AIDS has on the workforce and economy. With regard to HR planning, the impact of AIDS 
on the availability of skilled employees needs to be anticipated and the necessary precau-
tions need to be taken well to ensure that the organisation will have the right number 
of employees and skills available in future. HRM practitioners also have to consider the 
cost implications of AIDS on the provision of medical aid.
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227Technological factors such as computerisation, online practices and automatisation have 
changed the way in which work is done. Technological innovations not only enable or-
ganisations to cut back on the number of employees, but they also force organisations 
to revise their selection criteria and training programmes. If current staff is not suitably 
qualified, technological experts have to be appointed. Because of the computerisation of 
administrative tasks, the HR planner is able to use a Human Resource Information System 
(HRIS) to project future HR supply and demand.

228Not only external factors, but also internal factors such as organisational goals and oper-
ating plans are of strategic importance when it comes to HR planning. When an organi-
sation's goal is to expand its business, more workers have to be appointed. However, in 
poor economic conditions, many organisations have to downsize or close. This means 
that employees have to be retrenched or redeployed. When an organisation introduces 
automatisation, employees might have to be retrenched, retrained or redeployed.

229Although it is not possible to predict the occurrence of these factors accurately, the HR 
planner should at least be knowledgeable about these factors and, wherever possible, 
consider their impact on staffing levels.

Activity 5.2

Complete the following by listing five strategic factors that influence staffing levels in 
an organisation:

1

2

3

4

5

15Activity Feedback

Did you manage to complete the above block? The five strategic factors that an organisation 
should consider when doing HR planning are:

(1) political factors
(2) economic factors
(3) social factors
(4) technological factors
(5) organisational factors (goals and operational needs)

230
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231STEP 2: HR DEMAND

232HR demand refers to how many and which types of employees the organisation will 
need (demand) in the future. This can only be determined once the impact of strategic 
factors on staffing levels has been considered. When an organisation determines its HRM 
needs, it has to consider the number of employees as well as the skills these employees 
should possess.

Activity 5.3

Complete the following by listing the two issues that the HR planner should consider 
when determining future HR needs:

STEP 1:

STRATEGIC FACTORS

 
 
 

�

STEP 2:

HR DEMAND

Political factors 1

Economic factors 2

Social factors

Technological factors

Organisational factors

16Activity Feedback

The two issues that the HR planner should consider are the number of employees and the skills 
and competencies required.

233STEP 3: HR SUPPLY

234The skills inventory of an organisation can be compared with the stock-taking list of a 
retail business. When an organisation knows what human resources or stock it has, then 
it will be able to determine how much and who to appoint or how much or what stock 
to buy in the future. A skills inventory is usually a computerised list of employees along 
with their skills, training, career plans and educational background. As you will note, skills 
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inventories contain a vast amount of information and is useful for keeping records. It is 
indeed an important human resource planning tool.

Activity 5.4

Complete the following block by listing the issues that the HR planner should consider 
when determining future HR supply:

STEP 1:

STRATEGIC FACTORS
�
�
�

STEP 2:

HR DEMAND
�
�
�
�
�

STEP 3:

HR SUPPLY

Political factors
Number of 
employees

1

Economic factors Skills needed 2

Social factors 3

Technological factors

Organisational factors

17Activity Feedback

Issues that the HR planner should consider include the number of employees that will be avail-
able in future, taking into account trends with regard to resignations, retirements, etc. The HR 
planner should also consult the HR skills inventory to determine which skills will be available 
and if the organisation should recruit people with specific skills.

235STEP 4: DETERMINING THE HR GAP

236An HR gap exists when the demand for employees differs from the supply of employees. 
When there are more jobs than employees, a labour shortage arises and HR staffing deci-
sions such as appointments, overtime and subcontracting of work could be considered.
When there are too many employees for the number of jobs available, a labour surplus 
develops. In such a case, HR staffing decisions such as layoffs, early retirement, banning 
of overtime and the recall of all subcontracted work can be considered.
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Activity 5.5

Complete the two blocks by listing the HR staffing options an HR planner can consider 
when a labour surplus or shortage is experienced:

STEP 1:

STRATEGIC 
FACTORS

�
�
�
�

STEP 2:

HR DEMAND
�
�
�
�
�
�

STEP 3:

HR SUPPLY

Political factors Number of 
employees Number of employees

Economic factors Skills needed Skills available

Social factors
Expected attri-
tion (resignations, 
retirements)

Technological factors

Organisational factors

STEP 4: HR GAP

SURPLUS SHORTAGE

1 1

2 2

3 3

4 4

5
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SURPLUS SHORTAGE

1 1

2 2

3 3

4 4

5

18Activity Feedback

A labour surplus means that there are too many employees for the work to be done. Staffing 
options could then include retrenchments, putting employees on early retirement, recalling 
all subcontracted work, redeploying employees in other departments or branches of the or-
ganisation and banning overtime.

A labour shortage means that there is too much work for the workforce to handle. Staffing 
options that could be considered include additional appointments, the appointment of tem-
porary staff, overtime and subcontracting of work.

5.3 JOB ANALYSIS
237In the previous section we discussed HR planning as the first step in the staffing process 
of the organisation. Human resource planning provides the HRM practitioner with the 
bigger picture of where the organisation wants to go with regard to its human resources. 
This section, analysis of the workplace, is more concerned with putting the HR plans 
into action. Our focus now turns to the nature of jobs. Through job analysis it is possible 
to determine what each job entails and what kinds of employee are needed to fill the 
various positions. By comparing the information gathered in the job analysis with the HR 
plans, the HR planner can determine what should be done about human resources in the 
future. Should the organisation appoint more people, train employees or retrench some 
of them? Proper knowledge of the workplace and its employees forms the cornerstone of 
all other HRM functions, such as recruitment, selection, performance appraisal, compen-
sation and labour relations.

238
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239An analysis of the workplace is done through a job analysis. A job analysis is the sys-
tematic investigation of the tasks, duties and responsibilities of the jobs in an organisa-
tion. The process includes investigating the level of decision-making by employees in a 
job category, the skills employees need to do the job, the autonomy of the job and the 
mental effort required to perform the job. The equipment used and other working con-
ditions must also be included in an analysis of a job. Because the analysis of a job is such 
a comprehensive task, the results can be used for various purposes. First, the purpose has 
to be determined because it influences the type of information that is to be gathered.

5.3.1 Job description
240The result of a job analysis is a written job description. As the name indicates, a job 
description describes the job in terms of the tasks, duties, responsibilities and working 
conditions of the job.

Activity 5.6

Suppose you are the manager of an ENGEN garage. Part of your duties is to appoint 
petrol attendants. During an interview you often have to explain what is expected of a 
petrol attendant.

Using your general knowledge, list a few tasks you think a petrol attendant has to perform.

(1)   

(2)   

(3)   

(4)   

(5)   

19Activity Feedback

You have just performed a mini job analysis.

Some of the tasks that you could have listed include the following:

(1) Provide customers with petrol.
(2) Clean windows.
(3) Check oil and water levels of cars.
(4) Process payments.
(5) Help customers to remove all rubbish from the car.

241
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242A job description should provide more information than the tasks of the job. Let's take 
a look at the criteria for a good job description.

243A good job description should include the following information:

 � position title (not the personal name of the incumbent or job holder)
 � main objectives of the position
 � reporting relationships (to whom the incumbent reports, and any subordinate posi-

tions reporting to this position)
 � educational level, special training and/or licences required
 � job-related activities
 � personal requirements (personality requirements needed to do the job, such as per-

severance, self-motivation and initia tive)

244When a vacancy needs to be filled, the HR manager cannot simply place any person in the 
job without knowing what the tasks, duties and responsibilities involve. The tasks, duties 
and responsibilities of the job determine the kind of person who will be able to do it.

245The key question is:

246What kind of person will be able to do this job?

5.3.2 Job specification
247Job specifications specify the minimum requirements incumbents must meet to be 
able to do the job. They include a person's qualifications, knowledge, skills, abilities and 
experience.

Activity 5.7

With reference to the tasks you listed in the previous activity, list the skills, qualifications 
or work experience a person should have to be able to perform these tasks. Make sure 
you list requirements which are absolutely essential. For example, if a petrol attendant can 
perform all the tasks without a matric, then matric should not be listed as a requirement.

(1)  

(2)  

(3)  

(4)  

20Activity Feedback

Some of the requirements that you could have listed are

(1) Good interpersonal relationship skills
(2) Good communication skills
(3) Grade 10 (Standard 8)
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5.4 WORKFORCE DIVERSITY
248In spite of being unique, each person still shares certain characteristics with others, such 
as ethnicity, gender, language, marital status, number of dependents and culture. The 
acknowledgement of people as a group because they have common characteristics 
(ethnicity, gender, culture etc) refers to the diversity of the workforce. The common char-
acteristics are subdivided into primary and secondary dimensions. Primary dimensions 
refer to the innate differences between people. Examples of primary differences include 
people's ethnicity, age, gender and physical abilities. Secondary dimensions are more 
variable and may adapt, be eliminated or change during a person's lifetime. Secondary 
dimensions add individuality to a person's life and include education, income, marital 
status, religion, work experience, geographical location and parental status. If we consider 
all these characteristics, diversity refers to human characteristics that differentiate one 
person from another. In general, people are grouped and identified according to what 
is perceivable, namely their primary dimensions.

249The Department of Labour has provided guidelines to address the inequalities of the past.

250The following are some of the guidelines to ensure that all people enjoy the same op-
portunities and are treated fairly:

 � Recruitment – accessible media.
 � Appoint members of previously disadvantaged groups – requires transparent 

recruiting strategies and appropriate and unprejudiced selection criteria, panel inter-
views and targeted advertising.

 � Train employees from previously disadvantaged groups – creating training op-
portunities, making training accessible for these groups, providing structured train-
ing such as learnerships, in-service training and accelerated learning paths for newly 
appointed employees. (Skills Development Act, Skills Levies Act.)

 � Promote employees from previously disadvantaged groups  – create opportuni-
ties for promotion and succession planning.

 � Retain employees from previously disadvantaged groups  – retention strategies 
should foster the creation of a diverse organisational culture so that employees from 
these groups may identify with the organisation and have the opportunity to give 
their input.

 � Accommodate people from previously disadvantaged groups  – creating a work 
environment in which disabled employees and employees with family responsibilities 
can function optimally; examples are accessible work areas and flexible working hours.

 � Equal pay and benefits.
 � HR Planning – provide for a workforce that is representative of the population and 

refer to the workforce profile before appointing people; there are limitations on ex-
tending temporary workers' contracts (maximum of two years).

 � Joint decision-making, consultation, transparency.
 � Organisational procedures – grievances and disciplinary procedures.

251
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252Organisations that are known for their successful management of workforce diversity are 
characterised by the following:

 � Top management are committed and accept responsibility and accountability for the 
effective management of diversity.

 � These organisations implement diversity training programmes.
 � They make use of employee support groups.
 � They accommodate employees' family needs.
 � These organisations implement senior guidance and mentorship programmes.
 � They use communication media and methods that are accessible and acceptable to 

everyone.
 � They arrange social events that are accessible to everyone and meet with the approval 

of all.
 � They carry out a diversity audit on a regular basis.

5ASSESSMENT

Answer the following multiple-choice questions:

(1) The first step in planning human resources is …
(a) forecasting human resources needs.
(b)  analysing the organisation's goals.
(c)  determining the human resources gap.
(d)  analysing the supply of human resources.

(2) The HR plan is based on …
(a)  the forecasted human resources needs.
(b)  the difference between the supply of and demand for labour.
(c)  the budgetary constraints.
(d)  All of the above.

(3) Which one of the following factors does NOT influence the forecasting of human resources 
needs?
(a)  training opportunities for current personnel
(b)  employment equity measures
(c)  cost of living
(d)  legislation on the number of working hours

(4) Which one of the following is NOT a purpose of a job analysis?
(a)  setting pay ranges for the different jobs
(b)  defining the tasks and responsibilities of a job
(c)  describing the conditions under which a job should be performed
(d)  identifying the skills and abilities required by a job

(5) The document that lists the skills, knowledge and experience an employee should possess 
is known as a job …
(a)  application
(b)  description
(c)  evaluation
(d)  specification
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(6) (The first step in the job analysis process is to …
(a)  select the jobs to be analysed.
(b)  compile a job description and job specification.
(c)  determine the purpose of the job analysis.
(d)  collect job-related data.

(7) Which one of the following data is NOT collected during a job analysis?
(a)  performance standards
(b)  performance of the present incumbent
(c)  physical working conditions
(d)  authority relationships

(8) Job analysis is the process whereby …
(a)  the tasks of a specific job are determined.
(b)  the relative worth of jobs in an organisation is determined.
(c)  the performance of the incumbent is assessed.
(d)  an employee's suitability for a specific job is determined.

Briefly answer the following questions:

(9) "Proper HR planning should solve any productivity problems."
 State whether you agree or disagree with the above statement and substantiate your 
answer with good reasons.

(10) Indicate HOW the following variables influence HR planning in an organisation:
(a) trade union demands for pay increases
(b)  unemployment rate
(c)  changing customers' needs
(d)  organisation policy on succession planning
(e)  turnover

21Assessment Feedback

(1) Option c is correct, because HR planning is about determining how many employees and 
which skills the organisation will need at some date in the future. It is about assessing the 
future supply of and the demand for employees. As soon as any surplus or shortage of 
employees has been identified, the organisation makes the necessary plans to address 
any HR gaps.

(2) Option d is correct. All of the above options are correct because HR planning is both 
a process and a set of plans. Certain steps have to be taken in order to determine how 
many employees with certain skills will be needed in the future. Plans have to be devised 
to address any surplus or shortage of employees. In determining the demand and supply 
for labour, financial analysis and budgets should be taken into account in order to cater 
for the increased number of staff demanded.

(3) Option b is correct. Employment equity measures are regulated by the Employment 
Equity Act, 55 of 1998, while training and development, the cost of living and the number 
of working hours are regulated by the Basic Conditions of Employment Act, 75 of 1997. 
When HR forecasting is done, one needs to determine the amount of people that will be 
needed, their skills level, training needs, working hours as prescribed by the Act, as well as 
their cost of living. This will assist HR in determining the budget with regard to HR needs.
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(4) Option a is correct. Job analysis is a process of systematically investigating the tasks, 
duties and responsibilities of jobs. The process includes investigating the level of deci-
sion making by employees in a job category, the skills needed to do the job as well as the 
conditions under which a job is carried out. Compensation forms part of the selection 
process once the most suitable incumbent has been appointed.

(5) Option d is correct. A job application is the second step in the selection process. It is a 
form which is completed by people who apply for a job. A good application form can 
provide insight into an applicant's strengths, shortcomings and potential. This will enable 
the organisation to screen the applicant for a possible match with a job vacancy. A job 
description describes the job in terms of the tasks, duties, responsibilities and working 
conditions of the job. A job evaluation is a systematic procedure to determine the rela-
tive worth of jobs.

(6) Option c is correct. First the purpose of the job analysis has to be determined because it 
influences the type of information to be gathered.

(7) Option b is correct because the performance of the present incumbent will play a role 
during a performance appraisal process in determining whether to promote an employee 
or not. It does not form part of the job analysis process.

(8) Option a is correct. A job evaluation refers to a process according to which the relative 
worth of jobs in an organisation is determined. A performance appraisal is carried out 
to assess the incumbent's performance. In determining the employee's suitability for a 
specific job, a selection process is followed.

(9) Yes, because the major purpose of HR Planning is to determine how many employees 
and which skills the organisation will need at some date in the future. Alternatively HR 
planning may be referred to as workforce planning. By planning ahead, the human re-
sources function can provide managers with the right number of people with the right 
skills, in the right place and at the right time (Sullivan 2002:46–50) in (Nel et al. 2006: 214).

 Effective workforce planning influences the state of the business in the following ways:
 – It smoothes out business cycles.
 – It identifies problems early.
 – It prevents problems.
 – It takes advantage of opportunities.
 – It improves the image of the HR department.

(10)  (a)  Trade union demands for pay increases
   Trade union demands for pay increases influence the labour costs of organisa-

tions and can prompt them to cut back on new appointments or even consider 
retrenchments.

 (b)  Unemployment rate
   When a country experiences high unemployment, the competition for jobs, especially 

unskilled jobs, is fierce and organisations offer lower salaries in order to appoint 
more workers.

 (c)  Changing customer needs
   HR Planning is necessary to cater for ever changing customer needs, and especially 

for the sophisticated expectations and demands of today's workforce. Younger em-
ployees mostly prefer to work from home on a computer connected to the workplace. 
Another example of changing customer needs is the demand for flexible instead of 
fixed working hours. Changing customer needs have to be reckoned with when HR 
planning is done to avoid future problems.
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 (d) Organisation policy on succession planning
   When HR Planning is done, HR managers have to ensure that the organisation's 

succession planning is in line with the Labour Relations Act and other government 
rules and regulations.

 (e)  Turnover
   The labour turnover rate refers to the number of employees resigning, asking for 

transfers or absent from work without any valid reason. When HR Planning is done, 
provision should be made for such incidents. This means that an organisation should 
have a proper skills inventory for replacement purposes. Organisations may also 
use casual labour which is even less expensive.

SUMMARY
253In this unit we discussed HR planning as the first step in staffing an organisation. HR 
planning is one of the most important determinants of an organisation's success, and 
therefore it has to be linked to the business plan. For planning to be effective, it must 
be done systematically. For this reason we discussed the various steps of HR planning, 
namely analysing the organisation's goals and objectives, determining the supply of hu-
man resources, forecasting the demand for human resources, comparing the supply of 
and demand for labour and lastly compiling a human resources plan. But the formulation 
of an HR plan does not guarantee any results. Something still needs to be done. It is the 
responsibility of the HR manager to put a plan into action to ensure that the organisation 
has the right number of employees with the right skills.

254The analysis of the workplace (job analysis) as the second step in the staffing process was 
also discussed. In the next study unit we will deal with recruitment as a way of closing 
the human resources gap.
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Study unit 6

Recruitment

Contents

6.1 Introduction
6.2 What is Recruitment?
6.3 The Role of Recruitment in the Planning Process
6.4 Sources and Methods of Recruitment
6.5 Technologically Advanced Methods of External Recruitment
6.6 Alternatives to Recruitment

Learning outcomes

After completing this study unit, you should be able to

 − define recruitment and outline its role in the HR planning process
 − discuss the various sources and methods of recruitment
 − discuss the legal issues surrounding the recruitment of human resources

Key concepts

 � Recruitment
 � Hiring requisition
 � Job posting

6.1 INTRODUCTION
255In the previous study unit we discussed the analysis of the workplace (job analysis) as a 
step in the staffing process. A proper workplace (job) analysis directs the recruiting effort. 
If we know what the workplace looks like, we will know what kind of person is likely to 
perform well in the job, and, therefore, who to recruit.

6.2 WHAT IS RECRUITMENT?
256When a job vacancy occurs, the organisation must decide if it wants to appoint a person 
or use contractors. If an organisation decides to appoint someone, this person should be 
able to do the job by having the necessary qualifications, abilities, skills and knowledge.
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257Recruitment is the process of attracting individuals on a timely basis, in sufficient numbers, 
and with appropriate qualifications, skills and abilities, and encouraging them to apply 
for jobs with an organisation (Grobler et al. 2006). Before an organisation can appoint a 
person, it has to find that person – this is what recruitment is all about.

6.3 THE ROLE OF RECRUITMENT IN THE PLANNING PROCESS
258With reference to the previous topics, it should be clear that recruitment can only start 
once HR planning and workplace analysis have been done. The person responsible for 
initiating the recruitment effort is usually the manager from the department with the 
job vacancy. The department will have to notify the HRM department in writing that a 
vacancy exists, and state what is required of the incumbent. This information is usually 
documented in a hiring requisition.

259The hiring requisition is a document which provides details about the vacancy and 
specifies the requirements the new employee should meet. The tasks, responsibilities 
and working conditions of the job as well as the skills, abilities, qualifications and other 
personal characteristics required to do the job should appear in the hiring requisition 
(Boonzaaier, Conradie & Hamman 2008). Why? This is to enable the HRM department to 
recruit only suitable candidates. It makes no sense to receive 100 applications, but only 
15 are from suitable candidates.

260It is useful, at this point, to explain the definition of a "suitable applicant" in terms of the 
Employment Equity Act (EEA) 55 of 1998. The Act states that a person may be "suitably 
qualified" for a job as a result of any one or any combination of that person's

 � formal qualifications
 � prior learning
 � relevant experience
 � capacity to acquire, within a reasonable time, the ability to do the job

Activity 6.1

Read the following case study and then complete the task:

261MARKETING NEEDS ANOTHER JANET

262Janet Mahlangu resigned as secretary and her boss, Mr Paterson the Marketing Manager, 
needs to fill this vacancy as soon as possible.

263The main reasons for Janet's resignation are the long working hours and low salary. 
Since she has three young children at home, she is not prepared to work overtime 
anymore, and besides, is unhappy about her salary of R3 500 per month. An inherent 
requirement of her job includes accompanying her boss to various regions twice a 
month. This also makes her life extremely difficult at home.
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Suppose you are Mr Paterson, and you need to inform the HRM department about the 
vacancy. At the same time you also need to specify the kind of person you are looking 
for to fill the position. By referring to the general requirements of a secretary's job and 
the above case study, compile a hiring requisition.

22Activity Feedback

Below is an example of a hiring requisition for a secretarial position.

EMPLOYMENT REQUISITION

1 DETAILS OF DEPARTMENT

 Department where vacancy exists:  .............................................................................................................
 Position (Job title):  ...........................................................................................................................................
 Name of supervisor:  ........................................................................................................................................
 Date when position needs to be filled: ........................................................................................................

2 DETAILS OF JOB

 Five main tasks or key responsibilities the incumbent needs to be able to do:
  ..............................................................................................................................................................................
  ..............................................................................................................................................................................

 Unattractive features of the position

  ..............................................................................................................................................................................
  ..............................................................................................................................................................................

  What do employees normally like and dislike about this position?

  ..............................................................................................................................................................................
  ..............................................................................................................................................................................

  In what areas of the position is the current incumbent ineffective and why?

  ..............................................................................................................................................................................
  ..............................................................................................................................................................................

 Working conditions (working hours, overtime, etc)

  ..............................................................................................................................................................................
  ..............................................................................................................................................................................

3 REQUIREMENTS OF THE INCUMBENT 

  What kind of person will perform well in the job? (personality, competencies, qualifica  tions, skills, 
adaptability, ability to handle stress, heavy workload, difficult people, etc)

  ..............................................................................................................................................................................
  ..............................................................................................................................................................................

4 GENERAL INFORMATION

 Reason for current incumbent's resignation:   ......................................................................................
 Special requirements regarding new appointment:  ................................................................................
 Do we really need someone in this position?  

..........................................................  .....................................................  ...........................................
NAME/SIGNATURE OF  CONTACT NUMBER DATE 
SUPERVISOR  
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264As soon as the department has stated its requirements with regard to the person it seeks, 
the HRM department can determine which recruitment source and method will be the 
most successful in attracting qualified applicants.

6.4 SOURCES AND METHODS OF RECRUITMENT
265HR managers have a number of recruitment sources at their disposal. These can be di-
vided into internal and external recruitment sources.

266Recruitment sources refer to the various locations where qualified individuals are sought 
as potential employees. The organisation has to determine if qualified employees are 
available within the organisation (internal recruitment) or if recruitment must take place 
from outside the organisation (external recruitment).

267Can you think of particular situations where the organisation has no option other than to 
recruit from outside? What about entry-level jobs? When an employee in an entry-level 
job works hard and gets promoted to a senior position, his position becomes vacant. The 
organisation may fill this vacancy by transferring a current employee, but then another 
vacancy will have to be filled. Therefore, there is no option other than to use external 
recruitment when filling entry-level jobs.

268What happens if a particular position requires a person with specific skills, but nobody in 
the organisation has those specific skills? Once again, the organisation will have to recruit 
someone from outside. This type of situation is quite common with regard to technical 
skills. Take, for example, the development and construction of an oil refinery. Experts from 
overseas are usually appointed on an ad-hoc basis because of their expertise.

269In terms of the requirements of the Employment Equity Act, 55 of 1998, organisations 
have to pay attention to the composition of their workforce. Even though a position can 
be filled through a promotion or transfer, the organisation might have no option but to 
recruit from outside when it needs to appoint someone from a previously disadvantaged 
group (in the Act referred to as the "designated groups").

270To summarise: Organisations will use external recruitment in the following situations:

 � filling entry-level jobs
 � acquiring skills that current employees do not have
 � promoting workforce diversity

271The recruitment sources that an organisation uses are prescribed in its recruitment policy. 
The recruitment policy stipulates broad guidelines on how an organisation intends to 
deal with recruitment. Normally, organisations recruit both internally and externally. In 
each case, the advantages and disadvantages of recruiting externally must be weighed 
up against those of recruiting internally. Table 6.1 below outlines the advantages and 
disadvantages of using internal and external recruitment sources.

272
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273TABLE 6.1  Advantages and disadvantages of internal and external recruitment sources

   RECRUITMENT 
SOURCE

ADVANTAGES DISADVANTAGES

INTERNAL 
RECRUITMENT

1  Increases the morale of 
employees

2  Knowledge of the em-
ployee's personnel 
records

3  Chain effect of 
promotion

4  Need to hire only at 
entry level

5  Usually faster, less 
expensive

1  Unhealthy competition among 
employees

2  "Inbreeding", resulting in no 
new ideas developing

3  Morale problem for those not 
promoted

4  Strong management develop-
ment programme needed

5  Problems in developing a new 
organisation culture

EXTERNAL 
RECRUITMENT

1  Applicant pool is larger

2  New ideas, contacts

3  Reduces internal
competition and 
conflict

1  Destroys incentive of employ-
ees to strive for promotion

2  The new applicant's ability to fit 
in with the rest of the organisa-
tion is unknown

3  Increased adjustment problem

4  Often more time-consuming 
and expensive

275Source  Adapted from Grobler et al. (2006)

276
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Activity 6.2

Read the following case study and then answer the questions:

WHO WINS THE RACE

Eric Twala is a chef at the Best Rest Hotel. He has been working at the hotel for five 
years and expects to be promoted to head chef.

Magnus also expects to be promoted. He has attended several workshops and has  
contributed considerably towards improving the quality of the food. During the 
last few months he has turned out to be an excellent caterer at elite functions.  
Unfortunately, he and Mrs Labala, the head of the catering services department, do 
not get along too well.

Mrs Labala considers appointing someone from outside the organisation. According 
to her, the kitchen staff is lazy and do not perform well. She feels that her cousin, 
Julie, will take firm control of the kitchen staff.

(1) If Mrs Labala goes ahead with her plans to appoint Julie, which problems will she 
be facing?

(2) What are the advantages of appointing someone externally?
(3) The HR manager informs Mrs Labala that the recruitment policy stipulates that em-

ployees may be recruited externally only if no suitable person can be found internally. 
Which possible reasons could the HR manager use to persuade Mrs Labala to appoint 
someone from within the department?

23Activity Feedback

If Mrs Labala goes ahead with her plans to appoint Julie, she will face the following problems:

 � The incentive of employees to strive for promotions will be destroyed and Eric and Magnus 
who both want to be promoted, will be demotivated.

 � The new applicant's ability to fit in with the rest of the organisation is unknown.
 � A new staff member may find it difficult to adjust.
 � It is often more time-consuming and expensive to appoint an outsider.
 � Mrs Labala may face accusations of nepotism.

The advantages of appointing someone externally are as follows:

 � The applicant pool is larger.
 � New ideas and contacts could be generated.
 � An external appointment reduces internal competition and conflict.
 � It would be easier to bring about a culture change.
 � Mrs Labala would be in a better position to change the demographics of the workforce 

– implementing affirmative action.

The HR manager can stress the following advantages to convince Mrs Labala to appoint 
someone in the department:
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Advantages:

 � The morale of employees will increase.
 � The employee's personnel records will be known.
 � An internal appointment could have a chain effect of promotion.
 � Another hire would need to be made only at entry level.
 � An internal appointment is usually faster and less expensive.
 � She would be adhering to the recruitment policy.

277The HRM department of an organisation must be extremely careful not to discriminate 
through the recruitment methods and criteria it uses. It is unlawful to use recruitment 
methods that discriminate against certain categories of persons by excluding them or 
reducing the number of applicants belonging to that particular category of persons.

278Recruitment through the recommendations of existing employees is not recommended 
when the workforce is entirely or predominantly white and the labour market multiracial. 
Recruitment through other resources, such as specific publications, that excludes or reduces 
the numbers of applicants from a specific group of persons is not recommended either.

279Once an organisation has decided on the recruitment source, it then attracts applicants 
by means of a specific recruitment method.

6.4.1 Internal methods of recruitment
280Internal recruitment refers to the filling of positions by current employees by means of 
promotions or transfers. The most common method for internal recruiting is job posting. 
Job posting makes use of bulletin boards, computer e-mail-based systems and telephone 
voicemail-based systems to advertise vacancies and encourage employees to apply for 
the position.

6.4.2 External methods of recruitment
281External recruitment refers to the filling of positions by recruiting from outside the organi-
sation. The most common methods of external recruitment are advertising, employment 
agencies, educational institutions, special events, internships, executive search firms, 
professional associations, employee referrals and walk-in applicants. Advertisements 
are the most popular method of recruitment, and we will, therefore, take a closer look 
at this method.

282Advertising

283Advertising is a way of communicating the organisation's employment needs to the 
public through media such as the radio, newspapers or industry publications.

284
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285Most people looking for a job turn to the employment pages of daily and weekly newspa-
pers, where dozens of jobs in almost every field and industry are advertised. It is therefore 
the most popular method of recruitment.

286The aim of a job advertisement is to attract the reader's attention by presenting the nec-
essary information in the smallest possible space at the lowest cost. There are a number 
of factors that help an advertisement gain attention, like:

 � the headline
 � its position on the page
 � an attractive design (colour, setting, professional image)

287Advertising has one underlying principle, and that is to gain the right person's interest 
and attention which must then lead to action. According to Swanepoel et al. (2000) the 
AIDA formula may be used to structure an advertisement:

288A 289ttention

290I 291nterest

292D 293esire

294A 295ction

296It is the task of the job advertisement designer to combine the above factors to achieve 
the optimum cost/attention balance. The content of the advertisement is, however, just 
as important as the layout. Boonzaaier et al. (2008) suggest that the following informa-
tion should be considered for inclusion in an advertisement:

 � The name of the organisation. The name is important, but it should not take up 
most of the space. A company's name will not attract applicants. If the nature of the 
organisation is not generally known, a brief (one-sentence) description of what it does 
is necessary.

 � Duties of the job. Duties that form the core of the job as well as the most difficult 
duties should be outlined.

 � Unattractive features. Recruiters often withhold the unpleasant aspects of the job. 
This information is necessary so that potential applicants can decide if they still want 
to apply. In addition, only applicants who meet these requirements will apply.

 � Compensation. Jobs offer tangible (salary and perks) and intangible rewards (status 
and prestige), but only tangible rewards should be mentioned in a job advertisement. 
Status is, however, conveyed in the form of the job's reporting responsibility – for 
example "the person occupying this position will report directly to the Managing 
Director". Potential applicants want to know what the salary and fringe benefits are. 
However, employers may not be prepared to provide such information. Disclosing 
salary information may disgruntle the existing staff, but if the salary is not mentioned 
in an advertisement, it reduces the number of applications. A common practice is to 
recommend that only applicants who earn above a certain salary level should apply. 
Salaries are more readily quoted for lower-level jobs.
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 � How to apply. This information should come at the end of the advertisement, and 
must not be treated as self-evident. What the applicant has to do to apply for the job, 
must be made very clear (by stating the name and telephone number of a contact 
person, the address of the organisation, if a CV or application form must be submitted, 
and the closing date for applications).

297In job advertisements, employers may not specify discriminatory criteria, such as age, 
gender, marital status or other personal characteristics. Discrimination is only acceptable 
when it is for affirmative action purposes or if it forms part of the inherent requirements 
of the job. Therefore, advertisements may state that the position is an "affirmative action" 
one, which means that preference will be given to people from previously disadvantaged 
groups (ie blacks, coloureds, Asians, women and people with disabilities). Advertisements 
may state other discriminatory criteria provided that the employer can prove that they 
are based on the inherent requirements of the job (Tinarelli, 2000).

298A perfect layout and a good description of the job is not enough. The advertisement 
should also be placed to reach a specific target group. The skill of placing, therefore, is to 
know which newspaper or journal will most likely reach the target group. For the recruit-
ment of only black applicants, the Sowetan could be a viable option. Trade journals and 
the publications of professional bodies have the advantage of hitting the desired popula-
tion most accurately. Computing SA is a weekly periodical for the information technology 
industry, and carries job vacancies for individuals seeking employment in the computer 
world. Processes that neglect previously disadvantaged groups, such as advertising in 
newspapers or institutions with limited audiences, are unacceptable.

299Advertising in a specific trade publication is within the law as long as the publication does 
not reach only a certain portion of people in a specific trade. It may, however, reach only 
a portion of the population, since the whole population cannot possibly be qualified to 
apply for the vacancy. Whenever possible, employers are expected to advertise in news-
papers that have a national audience consisting of all groups of people (Tinarelli 2000).

Activity 6.3

Evaluate the job advertisement below. State clearly which requirements for a good ad-
vertisement are not met, and provide suggestions of how the advertisement should be 
improved.
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24Activity Feedback

The evaluation sheet below indicates the criteria and information that should appear in an 
advertisement. Use this sheet to determine if the above advertisement meets the requirements.

300
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COMPONENT 1 2 3 4

PRESENTATION (How good is the advertisement's . . . ?)

 � general appearance
 � layout
 � creative design and effective graphics
 � utilisation of space economically
 � typing style (font)

CONTENT (How well does the advertisement . . . ?)

 � provide information about the nature of the job
 � state the minimum requirements and qualifications
 � mention the name of the job vacancy
 � mention the name of the organisation
 � provide the address and telephone number of the 

organisation
 � state the name and telephone number of a contact 

person
 � provide enough information to enable the applicant to 

make a decision
 � indicate what the organisation offers in terms of compen-

sation, benefits, working conditions
 � state what the applicant should do to apply for the 

position
 � state the closing date for applications

TARGET MARKET (How well is the advertisement . . . ?)

 � able to attract the attention of suitably qualified applicants 
only

6.5 TECHNOLOGICALLY ADVANCED METHODS OF EXTERNAL 
RECRUITMENT

302Technology also has an impact on how recruitment is conducted. Advanced methods 
include internet recruiting, recruitment databases or automated applicant tracking sys-
tems and virtual job fairs. Let us take a closer look at these recruitment methods.

6.5.1 Internet recruiting
303Although print advertising will not be abandoned any time soon, advertising jobs on the 
internet is becoming increasingly popular. Why?

 � A web page can be created at a lower cost than print.
 � Job postings on a web page are easy to update.
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 � Job postings on the web are paid for with a flat rate for the site.
 � Organisations are able to attract individuals otherwise inaccessible.
 � Organisations are able to attract candidates worldwide.
 � If the web page provides a standardised form for the completion of a résumé, it sim-

plifies the selection process.
 � Much more information about the organisation can be provided.

6.5.2 Recruitment databases or automated applicant tracking systems
304Computers play a central role in the creation of recruitment databases in that organisations 
can receive copies of applicants' résumés via e-mail or the internet, without employees 
visiting the organisation. Central databases are files on a computer system where infor-
mation of applicants seeking employment is stored. Job seekers complete their résumés 
on computer and this information is stored in a recruitment database. These central 
databases can then be accessed by organisations using their own personal computers. 
Recruitment databases make automated applicant tracking systems possible. When an 
applicant's application matches the selection criteria of a vacant position, the applicant 
can be identified and invited for an interview.

305One of the most aggravating aspects of technology is its slowdowns. Too often, internet 
users abandon a website if its text takes too long to download. This represents a chal-
lenge for HRM departments.

6.5.3 Virtual job fairs
306This is also an online recruitment method according to which applicants meet recruiters 
face-to-face in interviews conducted over special computers that transmit head-and-
shoulder images of both parties. It operates along the same lines as teleconferencing. The 
advantage of this method is that neither party needs to travel far distances. This method 
is particularly useful for the recruitment of overseas staff (Grobler et al 2006).

Activity  6.4

Would you recommend internet recruitment rather than other methods of recruitment?

 

 

 

Identify a number of advantages and disadvantages of internet recruitment.
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25Activity Feedback

You could have answered either yes or no to the first question. Certainly, if the whole world of 
work was technologically advanced, internet recruitment would have been the most desirable 
method of recruitment. Internet recruitment has the advantage that candidates access the 
advertised positions as soon as they are posted. Applicants are also able to respond promptly 
by sending their CVs online, which minimises the risk of missing CVs.

One of the major advantages of technologically based recruitment is that job seekers and their 
prospective employers can reach each other faster. Quality applicants who are also techno-
logically oriented can be employed. A disadvantage of technological or internet recruitment 
is that most people do not have access to a computer with an internet facility, and are unable 
to use a computer.

The Employment Equity Act, 55 of 1998, was passed by Parliament in September 1998 to 
prohibit discrimination in employment and to introduce affirmative action. In the Act equity, 
equal protection and the benefit of the law is emphasised. Persons with disabilities belong 
to a previously disadvantaged group and they also can benefit from affirmative action. This 
Act defines persons with disabilities as "people who have a long term or recurring physical or 
mental impairment which substantially limits their prospects of entry into, or advancement 
in employment."

In 2005, Cabinet reviewed and retained the minimum 2% employment equity target for persons 
with disabilities in any organisation. However, according to the annual report of the Commis-
sion for Employment Equity released at the beginning of September 2009, the representation of 
disabled employees in the public service was 0.6% and for the private sector it was only 0.7%. 
Therefore, organisations need to make a special effort during their recruitment processes to 
employ persons with disabilities.

Human Resource Managers and practitioners should also ensure that the workplace is acces-
sible for persons with disabilities. Certain adjustments may even be necessary. Providing for 
these persons is known as "reasonable accommodation". The purpose of providing reasonable 
accommodation is to enable employers to hire or retain qualified job candidates regardless 
of their disability, by eliminating barriers in the work place. The person with the disability 
must be consulted during planning, and he must be involved in the implementation of any 
accommodation measure.

Activity 6.5

B&B Production has a vacancy for a receptionist at their Midrand Offices. They decide to 
advertise in the local newspapers and also to make it an affirmative action appointment 
by focusing on people with disabilities. They placed the following advertisement in the 
Sowetan.
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307B&B Productions – Receptionist needed (Midrand)

308B&B Production has been operating for more than 10 years. We are based throughout 
Gauteng with our head office in Midrand.

309We need a Receptionist at our head office. The matriculated, fully bilingual candidate 
will have to commence duty on 1 November 2011.

310Qualified candidates can apply by forwarding their full CV to info@bbproduction.co.za.

Use the information above to answer question 1–5.

(1) What process did B&B Productions follow in determining their staffing needs in order 
to meet their strategic objectives?
1 Recruitment.
2  Job design.
3  Job evaluation.
4  HR planning.

(2) You received a total of 158 applications for the advertised position including an ap-
plication of a paraplegic candidate, Thabo Mokoena. After the finalising the recruit-
ment process, it is decided to appoint this applicant. In ensuring that the workplace 
accommodates this employee when he voices his needs, what role will you play?
1  Change agent.
2  Strategic partner.
3  Administrative expert.
4  Employee champion.

(3) All staff members will need to be sensitised to the needs of this new employee as 
well as to disability etiquette, to ensure that everyone adapts to the new situation. 
What role will you, the HRM practitioner, play in this process?
1  Change agent.
2  Strategic partner.
3  Administrative expert.
4  Employee champion.

(4) After appointing Thabo, the human resource department needs to introduce the 
employee to the company employee benefits, which include:
a Pension or provident fund.
b Medical aid.
c Salary.
d Group insurance scheme.

1 a
2 b and c
3 a, b and d
4 a, b, c and d
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(5) The appointment of people with disabilities may require adjustments to the workplace 
in order to accommodate the new employee so that all staff members enjoy equal 
opportunities in the workplace. After Thabo's appointment, you will need to ensure 
that ramps are erected at all entrances. This is known as …
1 Reasonable accommodation.
2 Disability sensitisation.
3 HR planning.
4 Change management.

26Activity Feedback

(1) Option 4 is the correct option because the staffing must be determined in line with the 
strategic and human resource plan for B&B Productions. Both option 1 and 2 are tools 
that describe a specific position and option 3 is a process followed during the staffing 
of an organisation.

(2) Option 4 is the correct option because in the workplace you will now need to accommo-
date the needs of the newly appointed employee with a disability. The other three options 
also refer to roles of a HR practitioner, but will be more suitable in other circumstances, 
like becoming a change agent when the organisation faces changes.

(3) Option 1 is the correct answer because you will need to change the attitudes of other 
employees towards disability. The other 3 options all refer to other roles of an HR practi-
tioner, and you may take on the role as administrator when capturing employee benefit 
information for new employees.

(4) Option 3 is the correct option because a salary is not seen as a company employee benefit, 
but as remuneration for the work done.

(5) Option 1 is the correct option because reasonable accommodation is the process followed 
to enable employers to hire or retain qualified job candidates regardless of their disability, 
by eliminating barriers in the workplace. Option 2 refers to creating more awareness 
about disability, and option 3 and 4 refers to the planning done in the HR department 
and assisting the organisation to adapt to proposed changes.

6.6 ALTERNATIVES TO RECRUITMENT
311Even when HR planning indicates a need for more employees, an organisation may decide 
against it. Alternatives to recruitment usually include outsourcing, contingent workers, 
employee leasing and overtime. These alternatives are often not viable because they 
are temporary measures.

6ASSESSMENT

Complete the following multiple-choice questions:

(1) The generation of a pool of qualified candidates to fill positions in the organisation con-
stitutes the … phase.
(a) HR planning
(b) selection
(c) recruitment
(d) induction
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(2) Which one of the following is NOT an alternative to recruitment?
(a) Temporary workers.
(b) Outsourcing.
(c) Employee leasing.
(d) Reappointment of retirees.

(3) The recruitment method where individuals are recommended to the organisation by 
existing employees is known as …
(a) job posting
(b) referrals
(c) automated applicant tracking system
(d) virtual job fairs

(4) Which one of the following should NOT be used to determine the "suitability" of an 
applicant?
(a) Educational qualifications.
(b) Work experience.
(c) Potential of employee to master the job.
(d) Ethnicity.

(5) Which recruitment method depends on the initiative of the applicant?
(a) Walk-ins.
(b) Employee referrals.
(c) Internships.
(d) Advertisements.

Indicate whether the following statements are TRUE or FALSE:

 6 The purpose of recruitment is to persuade 
as many people as possible to apply for a 
position.

TRUE FALSE

 7 All applicants are required to complete a hir-
ing requisition.

TRUE FALSE

 8 Internal recruitment necessitates a strong 
management development programme.

TRUE FALSE

 9 The most popular recruitment method is 
advertisements.

TRUE FALSE

10 External recruitment promotes the develop-
ment of a new organisation culture.

TRUE FALSE

27Assessment Feedback

(1) Option c is correct. HR planning is about determining how many employees and which 
skills the organisation will need at some date in the future. Selection is a process of 
appointing the most suitable applicant for a specific position. Induction is the same 
as orientation, and it familiarises the new employee with his job, his co-workers and 
immediate supervisor.
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(2) Option d is correct. Recruitment is a process of not only attracting individuals with the 
appropriate qualifications, skills and abilities in sufficient numbers and on a timely basis, 
but also encouraging them to apply for jobs with an organisation. The reappointment 
of retirees is contrary to the Labour Relations Act, unless the intention is to use them as 
mentors.

(3) Option 3 is correct. Employee referrals are an excellent and legal recruitment technique, 
but they do not change the race, religion, sex and other characteristics of the workforce. 
Job posting informs employees about job openings and their qualification requirements, 
and invite qualified employees to apply. These notices are usually posted on company 
bulletin boards or electronic bulletin boards or are placed in the company newspaper. 
An automated applicant tracking system entails that job seekers complete their résumés 
on computer and that their information is stored in a recruitment database. This can be 
accessed by organisations through their personal computers. Virtual job fairs are another 
online recruitment method where applicants meet recruiters face-to-face in interviews 
conducted over special computers that transmit head-and-shoulder images of both 
parties. It operates along the same lines as teleconferencing.

(4) Option d is correct. Ethnicity refers to the ethnic group of the job applicant. It is against 
the South African Constitution to discriminate against someone on the basis of his race, 
sex, religion, etc. The EEA, 55 of 1999, clearly stipulates that in determining the suitability 
of applicants, their qualifications, work experience and potential to master the job within 
a reasonable period of time should be the measure of comparison.

(5) Option a is correct. Walk-ins are job-seekers who arrive at the HR department to enquire 
about a vacant position. Current employees may refer job-seekers to the HR department 
where they enquire about vacant positions, and it is quite legal to do so. Organisations 
may enter into an agreement with tertiary institutions to have their students placed on an 
internship programme so that students gain work experience. An internship may be for a 
period of one, two or six months and even for a period of one or two years, depending on 
the purpose and industry type. Advertisements can be used for local, regional, national 
as well as for international searches. An advertisement that is written too narrowly may 
limit the pool of applicants, while one that is written too broadly may attract too many 
applicants. This makes it difficult for an organisation to evaluate and shortlist candidates 
effectively. It is, therefore, important that a job advertisement follows die AIDA principle.

(6) The true option is correct. Recruitment is the process of finding and attracting capable 
applicants for employment. The result of recruitment is a pool of applicants from which 
new employee are selected.

(7) The true option is correct. A hiring requisition is a document which provides details about 
the vacancy and specifies the requirements which new employees should meet.

(8) The true option is correct. Internal recruitment takes place when current employees of the 
organisation are considered for a vacancy. The HR department may maintain a skills in-
ventory from which it draws suitable employees for development and possible promotion.

(9) The true option is correct. An advertisement communicates the organisation's employment 
needs to the public through radio, newspapers or industry publications. It is important 
that advertisements meet the AIDA principle so that they attract attention, develop 
interest, create desire and prompt action.

(10) The true option is correct. When job openings cannot be filled internally, the HR depart-
ment must look outside the organisation for applicants. External recruitment provides 
the organisation with new ideas and insights. It also diversifies the work force.
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SUMMARY
312In this study unit we discussed recruitment and the role it plays in staffing an organisa-
tion. We also mentioned the various recruitment sources and methods, and outlined the 
advantages and disadvantages of each source. The last step in staffing an organisation 
is the selection and appointment of the most suitable candidate. We will discuss this in 
the next study unit.
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Study unit 7

Selection

Contents

7.1 Introduction
7.2 What is Selection?
7.3 The Selection Process

Learning outcomes

After completing this study unit, you should be able to

 − define selection
 − discuss the selection process
 − discuss the role and importance of the selection interview
 − explain which types of questions are usually asked during an interview
 − outline the legal issues pertinent to the selection of job applicants
 − develop and conduct a reference check
 − state the requirements of a job offer

Key concepts

 � Selection
 � Application form
 � Reference checking
 � Job offer
 � Preliminary interview

7.1 INTRODUCTION
313A successful recruitment effort should provide the organisation with a large pool of good 
quality applicants from whom it can select the most suitable employees. The selection 
and appointment of employees play a prominent role in the aim of HRM to establish 
an optimal fit between an organisation and its employees. However, it is not always a 
simple task to identify the most suitable applicant, and therefore employees should be 
selected according to a well-structured procedure and valid predictors and criteria of 
job performance should be used. Once the employment relationship has been formally 
established, the newly appointed employee should be positively disposed towards the 
organisation and his job.
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314Employee selection seems simple enough, but the HR manager faces enormous challenges 
in choosing the right person for a specific job. Selection is often regarded as the core 
of an organisation's HRM programme. Just imagine the time and money that is wasted 
if the wrong person is appointed, let alone the legal action which an organisation may 
face if the selection of applicants is not correctly undertaken.

315In this study unit we will discuss selection and indicate how each step in the selection 
process contributes to the appointment of the most suitable applicant.

7.2 WHAT IS SELECTION?
316From the often large pool of candidates responding to the recruitment effort, the HR 
manager has to select the best candidates. He has to predict which people are likely to 
be the best performers. This can be done by comparing the requirements of the job to 
the capabilities of the applicants. Selection is therefore, about selecting and appointing 
the most suitable applicant for a specific position (Boonzaaier et al 2008).

7.3 THE SELECTION PROCESS
317Normally, most selection processes follow a standard pattern. These steps may, however, be 
altered or followed in a different sequence. After each step the applicant can either be rejected 
or accepted (Swanepoel et al 2000). Figure 7.1 outlines the steps in the selection process.

318PRELIMINARY INTERVIEW
319

320THE EMPLOYMENT APPLICATION
321

322THE INTERVIEW
323

324REFERENCE CHECKING
325

326EMPLOYMENT TESTS
327

328THE SELECTION DECISION
329

330THE JOB OFFER

331FIGURE 7.1  Steps in the selection process
332Source  Adapted from Swanepoel et al (2000:316)

�
�

�
�

�
�



90

7.3.1 The preliminary interview
333The preliminary interview is done with the purpose of eliminating those applicants 
who are obviously not qualified for the job by determining if the applicant meets the 
most essential requirements for a job as set out in the job specification. The interview is 
usually brief, taking no more than 15 minutes.

334It is advisable that applicants who do not pass this stage of the selection process are in-
formed by letter as soon as possible. This will shatter any vain hopes and they can start 
looking for another job.

7.3.2 The employment application
335A job application form is a document which people who apply for a job have to fill in. 
A good application form can provide insight into an applicant's strengths, shortcomings 
and potential. This will enable the organisation to screen the applicant for a possible 
match with a job vacancy.

7.3.3 The interview
336The interview is a face-to-face meeting between the job applicant and members of the 
interview committee. During the interview, the interviewer has the opportunity to learn 
a great deal about the job applicant's background, experience and interests. It also gives 
the applicant an opportunity to find out more about the organisation.

337The purpose of the interview is to determine three things about the applicant: (1) Does 
the applicant have the ability to perform the job? (2) Is the applicant motivated to be 
successful? (3) Does the applicant match the needs of the organisation?

338For the applicant, the purposes of the interview are to

 � convince the employer of his potential as an employee
 � find out more about the job and the organisation

339Interviews may be structured or unstructured.

340The structured interview consists of a series of job-related questions that are posed to 
each applicant. Structured interviews are more reliable and accurate, and less subjective 
and inconsistent than unstructured interviews. In spite of this advantage, structured 
interviews do not guarantee good selection decisions.

341In the unstructured interview, the interviewer asks probing, open-ended questions. 
This type of interview is comprehensive, and the interviewee does most of the talking. 
Not only is this type of interview very time-consuming, but it adds to the potential legal 
woes of organisations using this approach. The likelihood that ill-advised, potentially  
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342discriminatory information will be discussed also increases. As can be deduced from the 
above, this type of interview should be used with great caution and only if absolutely 
necessary.

343(a) Conducting the interview

344Before any interview can take place, the interviewers should

 � review the job requirements
 � review the application form
 � decide on the structure or method of the interview
 � decide on the questions to ask
 � decide on the appropriate answers to the questions
 � understand the organisation's mission, culture and objectives
 � make sure the environment is comfortable and free of any interruptions

345Imagine that you have to attend a job interview. Do you agree that the following ac-
tions would most probably take place? Firstly, you will be introduced to the chairperson 
and members of the interview panel. Then the chairperson will start the conversation 
by making small talk. Once they are convinced that you are relaxed and comfortable, 
they will proceed with questions relevant to your application. After all the panel mem-
bers have asked you what they needed to know, the chairperson may provide you with 
some details regarding the specific position for which you are applying. At this stage 
you might be given an opportunity to ask questions. If nothing else needs to be said 
they will thank you for attending the interview and indicate when you can expect to 
hear from them again.

346If you take a close look at the above actions you will notice that an interview consists of 
the following four stages:

 � opening the interview

 � gathering information

 � providing information

 � closing the interview

347(b) Legal considerations pertinent to interviewing and questions asked in selection interviews

348The most direct legal intervention in the recruitment and selection process is in the 
area of discrimination. Discrimination can take place with regard to gender, ethnicity, 
age, educational and income level, marital status and number of dependants.

349The labour laws have profoundly affected how organisations deal with current and 
prospective employees. In terms of the EEA, there must be equity in the workplace by 
promoting equal opportunity and fair treatment in employment through the elimina-
tion of unfair discrimination and implementing affirmative action measures to redress 
the imbalances in employment experienced by designated groups, in order to ensure
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350their equitable representation in all occupational categories and levels in the workforce. 
Discrimination takes place when selection decisions and HRM actions are based on em-
ployees' ethnicity, gender, age, marital status, income level, education level, religion or 
culture. Society at large is still wrestling with whether equal opportunity means lowering 
performance standards by requiring quotas of people in protected groups in order to cor-
rect the imbalances of the past, or if it means maintaining standards but not discriminating 
against anyone in applying those standards. With varied opinions on such matters, it is 
understandable that the laws appear to be ambiguous and even contradictory and leave 
the door wide open for a lot of potential areas for litigation. The selection interview, at 
its best, remains a subjective selection tool and all necessary precautions must be taken 
to ensure that no discrimination takes place.

351The following guidelines should be followed to prevent unfair advancement or discrimi-
nation during an interview (Boonzaaier et al 2008):

 � Questions should be related to job requirements.
 � The interview should be structured.
 � An interviewer should not ask for information that can be easily and accurately as-

sessed by application forms, tests or reference checks.
 � The interview atmosphere should be free from intimidation.
 � Records of interviews, questions and applicants' answers should be retained for later 

justification of decisions.
 � The purpose of the interview should be clarified – whether it is an initial screening 

device or the final step in selection.
 � Questions related to employees' ethnicity, age, marital status, gender, disability, reli-

gion, etcetera should be avoided unless these factors form an inherent requirement 
of the job.

7.3.4 Reference checking
352Reference checking involves the checking of references provided by the job applicant. 
The purposes of checking references are to obtain additional information and to verify 
information. There are three methods of checking references: (1) personal visits, (2) by 
mail and (3) by telephone. The most important people to contact for a reference check 
are the applicant's supervisor, co-workers and previous employers. A major problem with 
reference checking is the reluctance that may be encountered, particularly if the applicant 
had previous work-related problems.

7.3.5 Employment tests
353The use of employment tests is quite a controversial topic because some tests are not 
reliable, and others are not valid. Selection tests can, however, be a reliable and accu-
rate way to select qualified candidates from a pool of applicants. As with all selection 
procedures, an important element is identifying the essential functions of each job and 
determining the skills needed to perform them. If selection tests are not job related, the 
organisation could face serious legal proceedings.
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354In terms of the Employment Equity Act, assessments of an employee are prohibited un-
less the test or assessment being used

 � has been scientifically shown to be valid and reliable
 � can be applied fairly to all employees
 � is not biased against any employee or group

355Tests that contain questions or exercises on matters that may be unfamiliar to the racial 
majority of applicants should not be used. If an applicant has to complete a test on 
a computer but is not computer literate, this would not meet the criterion of fairness.

356There are numerous tests available on the South African market that have been devel-
oped for the purposes of employment testing. These tests have already been tested for 
scientific validity and reliability. Employers are advised to obtain tests that have already 
been tested and approved by the Human Sciences Research Council.

357The use of tests by psychologists in South Africa is regulated by three important bodies:

 � The government
 � The Professional Board for Psychology
 � The Test Commission

358Potential problems in using selection tests
359Job performance is related primarily to an individual's ability and motivation to do the 
job. Selection tests may accurately predict an applicant's ability to perform the job, but 
they are less successful in indicating whether the individual will want to perform it. The 
most successful employees share two things in common: they identify with their organisa-
tion's goals and they are highly motivated. For some reason many employees with high 
potential never seem to reach it. The factors related to success on the job are so numerous 
and complex that selection may be more of an art than a science.

360Another problem has to do with applicants' honesty. Applicants may answer questions 
untruthfully or provide answers that they believe the organisation would like to hear.

361A common problem is test anxiety. Applicants regard employment tests as another 
hurdle that might eliminate them from further consideration for the job and therefore 
they perform badly.

362It is not common practice to test for AIDS unless the nature of the work creates a high 
potential for employee exposure to infected co-workers. Health care institutions (blood 
transfusion services), for example, may be able to show the necessity for using this test 
as a selection tool.

363To conclude, selection tests rarely, if ever, are perfect predictors of performance. The 
best an organisation can do is to use well-developed tests, administered by competent 
and qualified professionals. The results of the tests should further be used in conjunction 
with other selection tools.
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7.3.6 The selection decision
364The selection decision is about deciding which applicant is the most suitable and should 
be offered the job. An aspect which needs to be considered when making the selection 
decision is the keeping of records. In view of the Employment Equity Act and the Labour 
Relations Act, it has become necessary for organisations to keep a complete set of records 
pertaining to the selection of employees. Organisations often have to use these records 
to prove that they did not discriminate against any individual.

Activity 7.1

Now that you are familiar with the different steps in the selection process, complete the 
following table:

STEPS IN THE SELECTION PROCESS PURPOSE OF THE STEP

1 Preliminary interview

2  Completing the application form

3 Employment tests

4 Selection interview

5 Reference check

6  Medical or physical examination
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28Activity Feedback

STEPS IN THE SELECTION PROCESS PURPOSE OF THE STEP

1 Preliminary interview To eliminate those applicants who do not 
meet all the job requirements.

2  Completing the application form It provides considerable information re-
garding strengths, weaknesses and poten-
tial of the applicant.

3 Employment tests They are used as a reliable and an  
accurate tool to select candidates  
from a pool of applicants.

4 Selection interview To select and appoint the most  
suitable applicant for a specific position.

5 Reference check To obtain additional information  
and to verify information.

6  Medical or physical examination To ensure that the applicant quali-
fies for the physical requirements of 
the position and also to discover any  
medical limitations of the applicant.

365After the decision has been made to appoint an applicant, the last step of the selection 
process needs to be carried out – making the applicant a job offer.

7.3.7 The job offer
366Arriving at the stage where an employer offers employment can be very satisfying but 
it should not signify the conclusion of the selection process. The applicant still needs to 
evaluate the job offer. Maybe the salary the organisation offers is totally inadequate or 
the conditions of service (working hours) will seriously encroach upon the applicant's 
personal lifestyle.

367
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368Accepting the job offer

369The employment offer should preferably be in typed form, but whether in written or 
verbal form, an applicant should ensure that the following is known before accepting 
the job offer:

 � the name of the organisation
 � his job title and job description
 � his salary package details
 � terms and conditions of employment
 � annual and sick leave provisions
 � employee benefits (usually supplied in a separate booklet)
 � day on which the job commences, and to whom he reports
 � the employment contract period (temporary, contract or permanent)

370Usually the applicant is requested to sign the letter of appointment (employment contract) 
as acceptance. Before signing this contract, the applicant should study it carefully to make 
sure that all the terms agreed on during negotiations have been stated correctly. If any of 
the details are missing or incorrect, the applicant should return the contract and ask for 
it to be adjusted accordingly. Once the applicant has signed the letter of appointment 
and returned it to his new employer, he will have entered into a legally binding contract.
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Activity 7.2

Study the following letter of appointment. Rewrite the letter so that it conforms to the 
requirements of a good letter of appointment. If any important information has been 
omitted, use your initiative to provide the applicant with all the necessary detail.

371HOUSE OF COFFEES

372

PO Box 3342, 12 Savanna Street, LYNNWOOD

Tel: 012 344 5875

Fax: 012 342 4844

Mr F Tsoma

PO Box 23

Waverley

0083

Dear Sir

We wish to congratulate you on your appointment as a waiter. We are sure that 
you will enjoy working for House of Coffees.

Your starting salary will be R5 220 per month with the usual employee benefits. 

Please notify us as soon as possible whether you accept this job offer.

Yours sincerely

DP Motlala (Mrs)

373HUMAN RESOURCE DEPARTMENT
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30Activity Feedback

374HOUSE OF COFFEES

375

PO Box 3342, 12 Savanna Street, LYNNWOOD
Tel: 012 344 5875
Fax: 012 342 4844

Mr F Tsoma
PO Box 23
Waverley
0083

Dear Sir

We wish to congratulate you on your appointment as a waiter. We are sure that you will enjoy 
working for House of Coffees.

Your starting salary will be R5 220 per month with the usual employee benefits.

Please notify us as soon as possible whether you accept this job offer.

Yours sincerely

DP Motlala (Mrs)
HUMAN RESOURCE DEPARTMENT

No date

No heading

Mention a booklet is enclosed.

Outline main tasks/duties

Report when and where?

When, How

No signature
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376

7ASSESSMENT

Answer the following multiple-choice questions:

(1) Which one of the following is NOT a characteristic of an unstructured interview?
(a) It requires no preparation on the part of the interviewer.
(b) It is very time-consuming.
(c)  It means that the interviewer must have a thorough understanding of the job 

requirements.
(d) It complicates the comparison of job applicants.

(2) After Peter was hired as a driver, the interviewer discovered that Peter had an invalid driver's 
licence. Such a selection error can be avoided by …
(a) studying the job description thoroughly.
(b) checking references.
(c) taking comprehensive notes at the interview.
(d) conducting a structured interview.

(3) The job offer should contain the following information:
(a) the name of the direct supervisor
(b) the employment contract period
(c) the job title
(d) the salary and benefits

1 a, d
2 b, c
3 b, c, d
4 a, b, c, d

(4) The reason why employers should define the selection criteria in terms of skills or potential 
rather than formal educational requirements is that …
(a) a qualification does not guarantee that an employee can do the actual job.
(b) qualifications obtained from different institutions are not always comparable.
(c) everybody should have an equal opportunity for applying for the job.
(d) a large portion of the previously disadvantaged group does not have formal 

education.

State whether the following statements are TRUE or FALSE:

(5) A formal record of an individual's application for employ-
ment is known as an application form.

TRUE FALSE

(6) The verification of information provided by the job applicant 
should be done through employment tests.

TRUE FALSE

(7) The government is involved in the regulation of employ-
ment tests used by psychologists.

TRUE FALSE

(8) In terms of the Employment Equity Act, the results of em-
ployment tests may only be used if all participants are 
familiar with the tests.

TRUE FALSE

(9) Employers are legally bound to provide information on 
previous employees to prospective employers.

TRUE FALSE
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Complete the following sentences:

(10) There are three types of interviews, namely  (1)   

(2)                and (3)      

(11) The interview consists of the following four stages::

(1)  

(2)  

(3)  

(4)  

31Assessment Feedback

(1) Option c is correct. With the unstructured interview, it is not necessary for the interviewer 
to have a thorough understanding of the job requirements because questions are posed 
haphazardly. There is no need for preparation of questions.

(2) Option b is correct. It involves the checking of references provided by the applicant. The 
purpose of checking references is to obtain and verify information.

(3) Option 3 is correct. The job offer should specify whether it is a permanent, a fixed-term or 
temporary appointment. It should also specify the duration of the employment period. 
It is of vital importance that the job offer also specifies the job title, salary and benefits 
attached to the position. The name of the direct supervisor of the employee is not im-
portant as people change jobs every day after serving the notice period.

(4) Option a is correct. The reason why employers should define the selection criteria in terms 
of skills or potential rather than formal educational requirements is that qualifications 
do not guarantee that an employee can do the actual job. They are just a minimum 
indication that the applicant has undergone some training depending on the NQF level.

(5) True – A job application form is a document which people wishing to apply for a job have 
to fill in. A good application form can provide considerable insight into an applicant's 
strengths, shortcomings and potential.

(6) False – The verification of information provided by the job applicant is done through 
reference checking. The employment tests are used to assess a match between the ap-
plicant and the job requirements. Some tests are paper-and-pencil tests while others are 
exercises that simulate work conditions.

(7) True – The use of tests in South Africa is carefully regulated by the government, the Profes-
sional Board for Psychology and the Test Commission of South Africa (Dessler, 1997:169).

(8) True – Section 8 of the EEA prohibits psychological and other similar assessments of 
employees unless the test or assessment has been scientifically shown to be valid and 
reliable and it can be applied fairly to all employees.

(9) False – It is not legally required of current employers to provide information about their 
job-seeking employees to their prospective employers unless during a reference check. 
It is only required by law that the current employer provide the resigning employee with 
a letter of service regarding the position he held, duties, tasks and responsibilities. The 
idea is not to disadvantage the employee with his future other employers.
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(10) (1) Structured Interviews
 (2) Semi-structured Interviews
 (3  Unstructured Interviews

(11)  (1) Opening of an interview
 (2) Gathering of information
 (3) Providing information
 (4) Closing the interview

SUMMARY
377In this study unit we discussed selection as the last step in the staffing process of an or-
ganisation. We mentioned each step in the selection process and indicated how the steps 
contribute to the appointment of the most suitable applicant. The selection interview 
plays a very important role and we gave you some practical guidelines for interviews. 
The appointment of an applicant concludes the staffing process.

378In the next few study units, we will take a look at the HRM functions concerned with the 
maintenance of a workforce.
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Study unit 8

Orientation, Training and Development

Contents

8.1 Introduction
8.2 Orientation
8.3 Training
8.4 The Training Process
8.5 Training Legislation

Learning outcomes

After completing this study unit, you should be able to

 − explain the importance of an orientation programme
 − outline the topics to be included in an orientation programme
 − discuss the various components of a training programme
 − discuss the influence of legislation on training in an organisation

Key concepts

 � Orientation
 � Training
 � Training objectives
 � Skills Development Act

8.1 INTRODUCTION
379Orientation and training are based on the mutual commitment of the employer and the 
employee. Once an employee has been appointed, it is the organisation's responsibility 
to introduce (or orientate) and train the employee. It is the employee's responsibility to 
capitalise on the opportunities provided and to perform in such a way that the organisa-
tion achieves its objectives.

380Recruiting and selecting human resources are only the initial stages of creating an effec-
tive workforce. Once the HR manager has decided who to appoint, new employees have 
to be integrated with their new work environment by means of induction (or orientation) 
and training programmes.
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8.2 ORIENTATION
381Orientation refers to the introduction of a newly appointed employee to the organisa-
tion. A conscious effort has to be made to integrate new employees into their new work 
environment, because the sooner employees are familiar with their job and job environ-
ment, the sooner they can function optimally.

Activity 8.1

Read the following scenario and then answer the questions.

382Imagine that you are to start at the Farm Inn Hotel as a receptionist and that it is your 
first day at work. The only contact you had with the hotel up to now was when you 
went for the interview. Your letter of appointment stated only the day on which you 
have to report for duty.

383When you arrive at the premises, the security guard refuses to let you enter because 
nobody informed him of your appointment. After several phone calls, he eventually 
directs you to the visitors' parking area. You have no idea where to go and ask the 
first person you come across to direct you to the personnel office.

384When you arrive there, you are asked to complete various forms. Then you have to 
wait 15 minutes for the photographer to take a photo for your personnel card. The 
personnel officer then directs you to your workstation.

Questions

(1) Do you rate your reception as good, average or poor? Why?
(2) With reference to the above situation, how can the reception of newly appointed 

employees improve?
(3) Make a list of things you would like to know on your first day at work.

32Activity Feedback

(1) The reception was poor because you were not introduced to the organisation. As part 
of the induction you should have been informed when, where and to whom you have 
to report. They should have given you the contact details of a HRM practitioner if you 
need more information. An HRM practitioner should have met you at an agreed place 
on your first day and accompanied you to where you need to go.

(2) By attending to all the criticisms mentioned above. The appointment letter should include 
more information and HRM should welcome new employees on their first day.

(3) New employees usually want to know more about their employee benefits, whom they 
report to and if anyone reports to them, and where their offices, the restrooms, the caf-
eteria and other facilities can be found. They also want to find out about their working 
hours, the dress code and office rules.

385
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386Once an employee knows where to park, where the canteen is and how to use his per-
sonnel card, and once he is informed about the check-in procedures, uniform and the 
organisation's culture, philosophies, values and vision (this is general orientation), an 
orientation programme adapted to the particular department and job position should 
follow. The task orientation is more specific and includes an introduction to co-workers, 
information about break periods and lunch hours, his job responsibilities, reporting re-
lationships, the handling of grievances and discipline, etc. The task orientation is usually 
conducted by a supervisor or senior co-workers.

Activity 8.2

Best-Rest Hotel is the official host of players competing in a World Cup tennis tournament. 
15 Temporary employees who have to start the next week have been appointed as waiters. 
You are the senior HR officer responsible for their induction. Give detailed information of 
everything that needs to be conveyed to these newly appointed employees.

HINT: Make your own assumptions and use your initiative and creativity in answering 
this question.

33Activity Feedback

As mentioned in Activity 8.1, the general orientation of new employees includes their employee 
benefits, the dress code, office rules and being shown to their offices, the restrooms, the caf-
eteria and other facilities. Their task orientation involves information on their jobs like shifts 
and duties, how they are to treat customers and take orders, where to get help if a problem 
arises, and whom they report to.

8.3 TRAINING

387South Africa is unique in more ways than one. On the one hand, there is a shortage of 
skilled labour, but on the other hand, we are faced with a high rate of unemployment 
because most people are illiterate and unskilled. Often people are appointed who do 
not comply with all the job requirements, but who have a certain ability and show poten-
tial for development. They require training to achieve the required level of competence.

388Poorly trained employees give a poor service. The more an employer exploits the abili-
ties of its staff, the more successful they and the organisation are. Training is beneficial 
not only to the country and the employer, but also to the employee and the customer. A 
proper and coordinated training effort ensures that employees are competent and able 
to contribute to the growth of the organisation.
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8.4 THE TRAINING PROCESS
389Training is resource-intensive and costly. Consider for a moment what it costs an organisa-
tion to send its employees on training courses. The facilities, course material and salary of 
the instructor make up the training costs. Time that employees spend away from their jobs 
results in lost production hours and add to the training costs. For this reason, enterprises 
need to ensure that they receive a good return on their investment. By managing all train-
ing in a systematic way, an organisation builds a well-trained and competent workforce. 
Let us take a look at how each step in the training process contributes to the training of 
employees in a systematic way (Coetzee, Botha, Kiley & Truman 2007).

1.  Identification of the organisation's needs
  No training should be done for the sake of training, but it should equip the employee 

with skills and knowledge so that the organisation can achieve its goals.

2. Specification of work performance
  Work standards involve converting the organisation's objectives into what employees 

are required to do. Not only the type but also the standard of work determines the 
training an employee needs.

3. Identification of training needs
  Compare employees' performance with work standards by means of performance 

appraisal. A standard deviation owing to a lack of knowledge or skills indicates a 
training gap.

4.  Determination of training objectives
  Objectives which are based on training needs are then formulated. They specify 

what trainees should be able to do after completing the training programme.

5. Compiling the syllabus/course contents

 The syllabus and course contents refer to what has to be learnt according to the 
training needs and objectives.

6. Instructional strategies and resources
  Strategies refer to the methods and techniques used in training.
 Lecture methods include on-the-job training, job instruction and role playing.
 Training media can be computer-based or web-based.
 Resources 

 � human (presenters)
 � physical (building and equipment)
 � financial (money)

7. Presentation of the training programme
 The presentation of the training programme refers to the actual training. It might 

be given in a classroom or the workplace.
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8. Evaluation of training
 The value of training can only be determined if it is evaluated. The evaluation of 

training is done on four levels:
 1 reactions   (Did trainees like the training programme?)
 2 learning   (Have trainees learned something?)
 3 behaviour    (Have trainees changed their work behaviour by applying what they 

have learned?)
 4 results   (Does the organisation benefit by the training?)

8.5 TRAINING LEGISLATION
390Two acts, namely the Skills Development Act, 97 of 1998, and the Skills Development 
Levies Act, 9 of 1999, play a very important role in the management of training in organi-
sations. Organisations are compelled by law to use the workplace as an active learning 
environment and to give employees the opportunity to acquire new skills. As a result, 
organisations have no excuse for not training their employees. Furthermore, the Skills 
Development Levies Act provides for a skills development levy which the employer must 
pay at a rate of 1% of an employee's total compensation. Provided that an organisation 
meets the requirements of the Act regarding the training of its employees, it can claim 
up to 80% of the levy paid. It is, therefore, to the organisation's advantage to invest in 
the training of its employees.

391The purposes of the Skills Development Act include the following:

 � To develop the skills of the South African workforce.
 � To increase the levels of investment in education and training in the labour market 

and to improve the return on investment.
 � To use the workplace as an active learning environment, to afford employees the op-

portunity to acquire new skills and to provide opportunities for new entrants to the 
labour market to gain work experience.

 � To employ persons who find it difficult to be employed.
 � To encourage workers to participate in leadership and other training programmes.
 � To improve the employment prospects of persons previously disadvantaged by unfair 

discrimination and to redress those disadvantages through training and education.
 � To ensure the quality of education and training in and for the workplace.
 � To assist work-seekers to find work, retrenched workers to re-enter the labour market 

and employers to find qualified employees.
 � To provide and regulate employment services.

392As already mentioned, the purpose of the Skills Development Levies Act is a skills devel-
opment levy. In terms of section 3 of the Act every employer (excluding those exempt 
from the Act) must pay a skills development levy and the South African Revenue Service 
(SARS) is the national collection agency. Employers who are liable to pay the levy must 
apply to the commissioner of SARS to be registered and indicate the jurisdiction of the 
Sector Education and Training Authority (SETA) to which they belong. The employer must 
also register with the SETA.
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393Late payment is penalised by interest at a rate equivalent to that in the Income Tax Act 
penalties. The National Skills Fund receives 20% of the levy and organisations can claim 
up to 80% of the levy minus the set-up and running costs of the SETA.

394A labour inspector may without warrant or notice at any reasonable time enter any work-
place or any other place, which is not a home, where an employer carries on business or 
keeps any records, to enforce compliance with this Act.

395Section 20 of the Act clearly states that any person who fails to apply for registration for 
purposes of the levy; fails to pay any levy on the date determined for payment; furnishes 
any false information in a statement or other document; fails to submit or deliver any 
statement or other document; fails to disclose any information; or hinders or obstructs 
any person in carrying out functions, commits an offence and is liable on conviction to 
a fine or imprisonment for up to a year.

8ASSESSMENT

Answer the following questions:

(1) State the advantages of a proper orientation programme.
(2) Discuss the various steps in the training process and indicate how each step contributes 

to the achievement of organisational goals.
(3) How does training legislation influence the training in an organisation? Discuss briefly.

34Assessment Feedback

(1) You should have indicated that it reduces stress and confusion and helps employees to 
adapt quicker and become productive at an earlier stage.

(2) You should have discussed the 8 steps mentioned in section 8.4 and ensure that you 
understand how the steps flow from one another and influence one another.

(3) Mention the training legislation in South Africa as well as how the application of it influ-
ences the organisation by looking at the purpose of the legislation. Refer to section 8.5 
in this guide.

SUMMARY
396In this study unit we discussed the orientation and training of employees. We outlined 
the advantages of introducing employees to an organisation as well as the issues to be 
included in an orientation programme. Training plays a vital role in the achievement of 
organisational goals and consequently managing training in a systematic way is impor-
tant. We referred to the various training acts which need to be taken into account when 
planning training interventions.

397
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Study unit 9

Performance Management

Contents

9.1 Introduction
9.2 Defining Performance Management
9.3 Managing Performance Systematically
9.4 Evaluating Performance
9.5 Performance Feedback
9.6 Performance Reviews that acknowledge emotional aspects
9.7 Improved Performance Appraisals

Learning outcomes

After completing this study unit, you should be able to

 − identify the purposes of performance evaluation
 − discuss the basic components of a Performance Management system
 − describe how performance evaluation information is used by other HRM functions
 − provide guidelines for giving employees feedback on their performance
 − state the criteria for an effective Performance Management system
 − identify the most common mistakes made by evaluators, and how to avoid them

Key concepts

 � Performance management
 � Performance deviation
 � Performance feedback

9.1 INTRODUCTION
398Managing the performance of employees is a powerful tool that can assist in ensuring 
that each employee is successful in his job. The success of employees is determined by 
evaluating how well they meet the required work standards. Meeting these standards 
enables the organisation to achieve its objectives and goals.

399In this study unit we discuss performance management (PM) and address topics such as 
the purposes and methods of performance evaluation, the relationship between perfor-
mance evaluation and performance, and effective performance feedback.
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9.2 DEFINING PERFORMANCE MANAGEMENT
400Performance management, a much broader term than performance appraisal, became 
popular when total quality management programmes necessitated the use of all manage-
ment tools, including performance appraisals, to ensure the achievement of performance 
goals. Tools such as reward systems, job design, leadership and training should support 
performance appraisals as part of a comprehensive approach to PM.

401PM has not always played such an important role, and it was the need to improve perfor-
mance in especially three areas that led to a greater interest in PM. These three areas are: 
the quality of goods and services, the cost at which they are produced, and the speed 
at which producers provide a product or service.

402Bacal (2006) defines PM as an ongoing communication process, undertaken in partner-
ship, between an employee and his supervisor that establishes well-defined expectations 
about and a clear understanding of:

 � The essential job functions the employee is expected to do.
 � How the employee's job contributes to the goals of the organisation.
 � What "doing the job well" means in concrete terms.
 � How the employee and supervisor will work together to sustain or improve employee 

performance.
 � How job performance will be measured.
 � The identification of barriers to good performance and their removal.

403Take note that PM should be done in partnership with the employee, because it benefits 
not only the employee, but also the manager and the organisation. Also note that PM 
is best done in a cooperative way. Taking the above into consideration, an effective PM 
system should provide the following:

1. A means of coordinating work so that the goals of the organisation, the department 
and the employee are integrated.

2. A way to identify problems that keep the organisation from becoming more effective.
3. A way of documenting performance problems so that the organisation conforms to 

laws and guidelines, avoids lawsuits, and acquires evidence if necessary.
4. A way of gathering information for making staffing decisions (promotion, transfer, 

training, etc).
5. A way for managers of identifying performance deviations, diagnosing its causes 

and taking corrective action.
6. A means of coordinating the work of all employees who report to the same manager.
7. A method of providing regular feedback.
8. A means of preventing mistakes by clarifying expectations and establishing respon-

sibility and authority.
9.  A means of planning employee training and development.

9.3 MANAGING PERFORMANCE SYSTEMATICALLY
404If you want maximum results from PM, you need to view it as a system that operates 
within a larger system. By now you should realise how much time and resources are 
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wasted when PM is done in isolation. One of the reasons why so many PM efforts fail is 
because they are not linked to something else in the workplace. They should, in fact, be 
linked to job success, performance improvement, employee development and the goals 
of the organisation. Managers and employees need to understand that PM is a system 
and that it must be linked to the parts of the larger system, namely other important 
functions in the organisation.

405Components of a PM system

406According to Hattersley (2007), any PM system consists of the following components:

 � Planning.
 � Communication.
 � Data gathering, observing and documenting.
 � Evaluating performance.
 � Feedback.
 � Diagnosis and improvement.

407We will now look at each of these steps in detail.

408(a) Planning

409Performance planning is usually the starting point of the PM process. The manager and 
employee work together to identify what the employee should be doing for the period 
being planned, how well the work should be done, why it needs to be done, when it 
should be done, and other specifics such as the level of authority and decision-making 
for the employee.

410Performance planning is in the first instance about clarifying job tasks for individual em-
ployees, but it can also be used for discussing general issues with all employees. There 
must be a common understanding of the objectives and standards of performance. This 
constitutes the employee's plan for the year, which will be used in the performance ap-
praisal meeting at the end of the period being planned. To indicate that they agree on 
its contents, the employee and the manager should both sign a document often referred 
to as a performance agreement.

411The performance agreement is not the end of the process. Things change, new projects are 
taken on, the time needed to complete a task may have been misjudged, or unexpected 
problems may occur. To deal with all these eventualities, performance communication 
needs to be continuous.

412(b) Communication

413PM is an ongoing process to track progress, identify barriers, prevent problems and give 
both parties the information they need to succeed. Ongoing communication allows the 
manager and employee to work together to prevent problems, deal with any unforeseen 
circumstances and revise the performance agreement as it is often necessary in most 
workplaces.

414
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415Hattersley (2007) identifies some of the methods to encourage two-way communication 
such as:

 � short monthly or weekly meetings with each employee
 � regular group meetings in which every employee reports on the status of his projects 

and jobs
 � informal communication (eg the manager walks around and chats with each employee)
 � special meetings arranged by the employee when he experiences problems

416There are no fixed rules as to how communication should take place. Circumstances 
determine how often meetings are held. A manager may even need to communicate 
in different ways with different staff members. Some employees or projects need more 
guidance and involvement than others.

417(c) Data gathering, observation and documentation

418A manager needs information to make decisions, whether his concern is helping employ-
ees improve their performance, disciplining an unproductive employee, or improving 
the way in which work is done.

419Some of the methods managers use to gather data and observe and document informa-
tion include:

 � regular observation by walking around (informal)
 � the collection of data and information from individual employees at meetings
 � reviewing work done by employees
 � collecting actual data (reports provided by the finance department, production fig-

ures etc)
 � asking for information (successes/problems) at staff meetings

420The most important reason for gathering and documenting data is to improve both the 
organisation and individuals. Managers need information to be able to identify, under-
stand and solve problems. Another reason for gathering and documenting data is to 
protect both employee and manager if there is disagreement. If the manager needs to 
prove that the employee does not work the number of hours required, then he needs 
data for support.

421Unfortunately, these two different purposes can conflict and can determine how data is 
gathered and documented. If managers focus on avoiding lawsuits and take the position 
that their staff is untrustworthy, they watch them all the time. However, if management 
trust their staff, the staff can gather information and managers don't have to rely solely 
on their own observations.

422The purpose of gathering and documenting data will determine how much and in what 
form documentation is kept. The reason for keeping documentation must be valid; oth-
erwise a vast amount of time, money and energy is wasted.
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423(d) Evaluating performance

424There is no one perfect method of evaluating performance.

425Hattersley (2007) refers to a problem with individual performance. Most of us live in 
an individualistic culture. We respect, admire and reward individuals who accomplish 
remarkable things. When people succeed, we give them credit. When they fail, we tend 
to blame them. In an individualistic culture, we place the responsibility for success on 
the individual.

426However, what we need to ask ourselves is if job performance is determined by indi-
vidual effort and skill only. If so, evaluating individual performance and rewarding and/
or punishing each employee is the route to follow. However, if other factors, such as 
inadequate resources or faulty systems, also influence job performance, then they also 
need to be considered.

427The following examples demonstrate the complexity of evaluating individual performance 
(Hattersley 2007):

 � The best soccer player of all time moves to the worst team in the league. Although 
he scores in every match, the team loses 80% of its matches. Do we applaud the star 
player or do we recognise that the team has failed?

 � A car assembly line has to shut down periodically because of a shortage of components. 
As a result production is lower than expected. How do we evaluate the production 
workers?

428Do you see the problem? No matter how good the soccer player and the assembly line 
workers' individual efforts are, there is a performance problem. If the manager focuses on 
the individual, he cannot solve the problem or determine its real cause. The performance 
of most employees is influenced by individual factors, like skill and effort. However, factors 
beyond their control also have an influence on their performance, for example foolish 
decisions made by others, inadequate resources, an ineffective system or a bad manager.

429The problem is that our culture requires that employee performance is evaluated on 
an individual basis. If the manager focuses on individual performance and neglects the 
context and conditions that limit performance, then his efforts will fail. There will be no 
improvement because the real causes are ignored. People could be punished for things 
beyond their control and the wrong people may be rewarded for the wrong reasons.

430The solution, according to Hattersley (2007), lies in the mindset. When a manager evaluates 
an employee, he has to remember that other variables may influence individual perfor-
mance. If the manager sees PM as a tool to improve, rather than some final judgement, 
then he will be able to identify real problems and avoid blaming or rewarding people 
for things they cannot control.

431(e) Feedback

432Most people think that performance appraisal constitutes performance management. 
It would be a waste of time if there were only appraisals and no planning and ongo-
ing communication, and if data were not collected or problems diagnosed.
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433In the performance appraisal interview, the manager and employee work together to 
assess the progress that the employee has made towards reaching the goals set in the 
performance planning. It is a chance to indicate what went well during the period under 
review and what not. Processes and procedures in the organisation that are inefficient or 
unproductive may also be revealed during the appraisal.

434Some preparation needs to be done before the meeting. This might entail that the 
manager and employee do an appraisal on their own, reviewing objectives and stan-
dards, compiling questions, etcetera. This preparation should help both the manager and 
the employee to refresh their memories.

435During the meeting, the manager and the employee come to an agreement on the em-
ployee's performance during the past year. The cause of the problem and the formulation 
of a strategy to prevent the problem from recurring should be the focus, not blaming. 
This meeting can also be used to do performance planning. The past year's performance 
is evaluated and then objectives and standards for the upcoming year are set.

436The discussion in the performance appraisal meeting should be documented and signed 
by both the supervisor and the employee. If the supervisor and the employee disagree with 
what was written down, the employee may add comments to indicate his disagreement.

437(f) Diagnosis and improvement

438When a problem is identified, it is critical to determine why that problem occurred. If the 
cause of the problem is not identified, the problem cannot be solved. Poor performance 
may be the result of incompetence, insufficient resources, poor leadership or the incompe-
tence of other people in the organisation. It is important to identify the cause and take 
action to correct it. Most employees want to improve their performance, and managers 
should help them to solve their problems. It should not be left to the employee to figure 
out how to fix the problem. Improvement should be seen as a shared responsibility.

9.4 EVALUATING PERFORMANCE
439Performance evaluation refers to the process according to which the performance of the 
employee is evaluated by comparing it to work standards. If there is a gap between the 
performance of the employee and the standard, then we say that there is a performance 
deviation. However, the purpose of performance evaluation is not only to determine if 
there is a performance deviation, it could be many other things.

440Most managers regard performance evaluation as a waste of time. If performance evalu-
ation is done for a specific purpose, then it is worth the time and effort. Unfortunately, 
evaluation documents often end up in a file only to be looked at the following year.

441For a performance evaluation to be effective, it should consist of the following basic 
elements:

 � Goals (identifying job standards and responsibilities).
 � An evaluation instrument (method).
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 � The measurement of job performance against set standards.
 � Feedback.

Activity  9.1

Read the following paragraph and then answer the question.

442Janet Smith is a receptionist at Baby Warehouse. She has just received a phone call 
from her friend Julie, who works in the human resources department. Apparently, 
Julie was filing reports from various departments when she came across Janet's per-
formance evaluation. Janet's performance appraisal was rather poor. According to her 
boss, Mr Joubert, Janet was not prepared to study further and did not take on any 
extra work in the department. Janet was quite surprised to learn that her performance 
evaluation had already been done. As far as she recalled, she has never signed any 
performance evaluation document, and was unaware that she had to study further.

With reference to the basic components of a performance evaluation process, which steps 
should Mr Joubert have taken to ensure an effective performance evaluation?

35Activity Feedback

Mr Joubert has not taken any steps to ensure a valid and fair performance evaluation. There was 
no planning or agreement on what was expected of Janet. Because there was no communica-
tion, Janet was not even aware of the fact that she should further her studies. Mr Joubert did 
not make it clear that she should volunteer to take on extra work, because it could influence 
her performance rating. Janet was not given any opportunity to give input on her perfor-
mance and besides, no performance appraisal meeting took place. Consequently, no plans 
for improvement was made or future work goals were set. Mr Joubert should have followed 
the steps outlined in section 9.3 of this study guide.

9.5 PERFORMANCE FEEDBACK
443Adults and children are all alike in more ways than one – especially when it comes to the 
need for recognition. We all have a strong need to be appreciated and recognised. An 
appraisal interview is the ideal opportunity to compliment employees on their achieve-
ments and to foster a feeling of mutual commitment to the employee's improvement if 
he does not perform according to expectations.

444Reviewing an employee's performance is always difficult, especially if the employee has 
performed poorly. There are, however, various precautions a manager or supervisor can 
take to show his support.
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Activity  9.2

Complete the following table by indicating what a supervisor should do to prevent the 
employee from using the following excuses to justify his poor work performance. If it is 
a valid reason, how should it be solved?

EMPLOYEE'S EXCUSE HOW SHOULD THE SUPERVISOR PRE-
VENT THE SUBORDINATE FROM USING 
THE SAME EXCUSE IN THE  
FUTURE? (SOLUTION)

I have never been taught to do 
stocktaking.

Nobody has ever told me that cleaning 
the floor was part of my responsibilities.

You dislike me and therefore you give me 
a poor performance rating.

You seem to remember only what I did 
wrong, and you never give me credit for a 
job well done.

36Activity Feedback

Whenever an employee complains that he does not know how to do something, the super-
visor must arrange for training and outline clearly what the employee should be able to do 
after completing the training course.

A job description should be given to an employee so that he knows exactly for which tasks 
and duties he is responsible.

Personal comments and accusations of favouritism should be proven false by referring to 
records of performance. By referring to properly kept records, the supervisor can tell what the 
employee did wrong and also what he did well.

445Sources of feedback

446Feedback on performance can be provided by the supervisor, the employee himself, 
colleagues and other multiple raters.

447
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448Although supervisors have an important role in assessing performance, they are not 
necessarily the best people to make assessments. The following are objections against 
using supervisors as the only source of feedback:

 � The supervisor cannot observe everything the incumbent does and has only a partial 
knowledge of the incumbent's performance.

 � The supervisor may value results more highly than behaviours. This may explain the 
discrepancies between self-ratings and supervisor ratings.

 � In some organisations, such as matrix organisations, and in team work, it is not clear 
who the supervisor is.

449Some organisations use upward appraisal, where subordinates rate the performance of 
their supervisor. According to Hattersley (2007), this appraisal method is unpopular for 
the following reasons:

 � Subordinates lack the information or skills needed to make valid ratings.
 � Subordinates are inexperienced as raters.
 � Subordinates will blow up ratings to avoid retaliation from managers.
 � Managers may focus too much on pleasing subordinates (popularity contest).
 � The authority of managers may be undermined.
 � Subordinates may rate managers who are demanding too harshly.
 � Subordinates are not in a position to rate managerial behaviour such as budgeting, 

decision-making and analytical ability.

450The use of multiple raters (also known as the 360º appraisal) allows the organisation to 
get a better picture of an individual's performance. Multiple raters are customers, peers 
and supervisors who provide feedback on an incumbent's performance. This method 
gives a more accurate picture of the employee's strengths and developmental needs. 
The different sources should be regarded as complementary to one another, as each 
one evaluates different aspects of an incumbent's performance. Transport companies, 
for example, often obtain feedback on their drivers by putting stickers, such as the fol-
lowing, on their trucks:

0'+2�����"����	��3��#���
�,,0�'-1/�

452Although multiple raters may give a fair assessment, this method also has its problems 
and disadvantages. One of these is that if raters feel that their input is never used, it may 
make them less willing or motivated to participate again.

9.6 PERFORMANCE REVIEWS THAT ACKNOWLEDGE  
EMOTIONAL ASPECTS

453PM often conflicts with relationship management. The subjective nature of reviews must 
be taken into account, because ignoring it undermines employees' attitudes. Negative 
feedback fails to motivate. Performance – no matter how good or bad – always relates 
to emotions.
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454Today's managers are under pressure to provide objective, measurable results. They 
therefore tend to overlook unmeasurable, emotional results, because they are simply too 
subjective. However, subjective criteria, such as emotions, directly affect performance. 
Therefore, performance reviews need to factor in subjective criteria.

455No matter how accurate a review system is or how well it works, if it creates negative 
feelings that damage performance, then it is ineffective. It is often said that employees 
should not take reviews personally. However, the trademark of high performers is that 
they take a personal interest in their work. Personal feelings drive employees. These feel-
ings may be competitiveness, pride, a desire to please or to provide for their families, or 
even to avoid trouble. They all are personal emotions.

456Employees perform poorly more because they are often angry, sullen or cynical, and not 
because they don't understand the gap between their current and their desired perfor-
mance. Excellent performers often conduct their own gap analysis. The emotional state 
of an employee will often be based on the relationship between him and his boss and 
co-workers. Feedback is important, but one conversation a year will not compensate for 
a bad relationship between a boss and his employee. In fact, as Hattersley cautions, the 
conversation can even make the situation worse.

457Relationship management is almost always harmed by forced ranking. We cannot all 
be above average, but no one likes to be reminded that they are average. If there are a 
few high achievers in a business, then forced ranking makes sense. But forced ranking 
reminds average performers that they are average. This evaluation method thus creates 
losers and erodes cooperation. Managers should refuse to give in to a system that forces 
them to treat employees with anything but respect.

458A flexible performance review, on the other hand, takes emotional factors into account. 
Managers should be allowed to interpret reviews so that they suit an employee's emo-
tional state. "It is the feeling of incompetence in dealing with emotions that keeps most 
managers running back to the numbers to regain a sense of control. If they are good at 
the number part, you can usually expect a deficit in the emotions part" (Hattersley 2007). 
Managers should know what behavioural responses getting a "3" might cause. If reviews 
create anxiety, stress and resentment, they also cause associated behaviours such as 
avoidance, discrediting, withholding and irritability. To resolve this situation, managers 
should "let go of the desire to control, mandate consistency and force equity if it dam-
ages relationships" (Hattersley 2007).

9.7 IMPROVED PERFORMANCE APPRAISALS
459The performance appraisal is the most powerful tool any supervisor can have. If properly 
prepared and administered, performance appraisals can strengthen high achievers and 
motivate average employees to perform better.

460
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461To make the most of an appraisal, managers should remember the following ten steps 
in preparing, delivering and following up on appraisals (Hattersley, 2007):

1. Consistently document employee performance

 To compile a complete, fair and useful appraisal, managers should keep a constant 
record of observed and reported incidents of employee performance. Both posi-
tive and negative incidents must be recorded. Remember, it is the performance of 
employees that should be recorded and not the manager's opinion of it. Someone 
else reading the records should reach the same conclusions as the manager. In the 
documentation, the same level of detail should be maintained for each employee.

2. Solicit employee input

 Before writing the appraisal, ask the employee to provide a list of his major accomplish-
ments during the rating period. This allows employees to indicate what they believe 
is significant, and it will show them how they have performed during the period 
under review. Supervisors should use the list as a check sheet, and in most cases 
should include all accomplishments listed by the employee.

3. Appraise behaviours, not personalities

 When writing the appraisal, managers must remember to describe someone's be-
haviour and not his personality or attitude.

4. Write the appraisal well

 Employees should not be penalised because their manager is unable to write well. 
The manager should draft the appraisal and ask other supervisors to read it.

5. Avoid common appraisal pitfalls

 The most common appraisal errors which supervisors should avoid are the "halo 
effect", the "central tendency" error and the "lenience error", etc.

 Rater bias is an error that occurs when a rater's values or prejudices distort his rat-
ing. Such biases are not related to job performance and may stem from personal 
characteristics.

 The halo effect is rating a person high on all items because of good performance 
in one area. A negative halo, or "devil's horns" effect, also exists, and occurs when 
the supervisor allows one instance of negative behaviour to cloud his objectivity in 
all ratings.

 Central tendency is a common error that occurs when employees are incorrectly 
rated as average or at the middle of a scale. This happens when supervisors find 
it difficult to rate some employees higher or lower than others, even though their 
performances reflect a real difference.

 Leniency is giving a high performance appraisal rating to an undeserving employee. 
This is common among inexperienced or poor supervisors who decide that the easi-
est way to appraise performance, is simply to give everyone a high evaluation. The 
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opposite of this is strictness, where supervisors are unduly critical of an employee's 
work performance and consistently award low ratings even though some employees 
may have achieved an average or above-average performance level.

 Recency accounts for a rating error occurring when an appraiser assigns a rating on 
the basis of the employee's most recent performance rather than on his long-term 
performance. This is quite normal and can be overcome by conducting frequent 
appraisals – for example monthly or quarterly – and/or keeping a running log of 
critical incidents of the employee's behaviours and outcomes.

6. Plan how to conduct the appraisal

 Before the appraisal meeting managers should review their documentation, collect 
their thoughts and decide what to say. Areas that are sensitive should receive careful 
consideration.

7. No surprises

 A properly documented, well-written and prepared performance appraisal should 
contain no surprises for the employee. Supervisors should keep employees aware 
of how they are doing throughout the evaluation period. Employees get angry if 
management did not discuss their performance problems earlier, in order to give 
them a chance to improve.

8. Develop an action plan

 An effective appraisal must answer the question: Where do we go from here? The 
appraisal should be used to communicate what an employee will be accountable 
for in the coming period and what work performance will be expected of him. A 
significant part of any appraisal session should be about the future, not the past.

9. Review how you did

 After the appraisal session, the manager should take a few minutes to think about 
his own performance during the session. Was his preparation adequate? Were there 
any surprises? Will the appraisal damage his working and interpersonal relationship 
with the employee?

10. Follow-up

 Managers should follow up on agreements made during the appraisal session. This 
will ensure that employees receive the support agreed upon and live up to under-
standings reached. Hattersley asserts that after the appraisal interview, it is critical 
that supervisors demonstrate good faith.

 "Properly prepared, well-written performance appraisals realistically examine the 
past, accurately define the present and clearly chart opportunities for the future. A 
critical communication tool, appraisal preparation, content and supervisor follow-up 
can ‘make or break' individual employees and drastically affect group performance. 
A little extra time, thought and effort by supervisors can increase the effectiveness 
of this tool for the organisation and the employee" (Hattersley 2007).
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9ASSESSMENT

Indicate whether the following statements are TRUE or FALSE.

462(1) 463Performance evaluations are done primarily for 
control purposes.

464TRUE 465FALSE

466(2) 467A performance evaluation is a basis for  
modifying poor work habits.

468TRUE 469FALSE

470(3) 471During the diagnosis stage of PM, performance 
deviation is identified.

472TRUE 473FALSE

474(4) 475When used for compensation purposes, the  
results of the performance evaluation are  
used to distinguish between good and poor 
performers.

476TRUE 477FALSE

478(5) 479When used for training purposes, the results of 
the performance evaluation help to determine 
the training methods.

480TRUE 481FALSE

Answer the following questions:

  (6) Define performance management.
  (7) Discuss the components of a performance management system.
  (8) Provide guidelines on how to deal with a defensive subordinate.
  (9) Provide guidelines on giving employees feedback on their performance.
(10) Why should the upward appraisal method be avoided?

37Assessment Feedback

(1) False – Performance evaluations form an important tool for personal development and 
assist in identifying areas in which the incumbent needs more development.

(2) True – The evaluation helps to identify areas of poor performance which can be inves-
tigated to determine the reason for the poor performance, for example the need for 
training or poor working habits.

(3) False – It is identified during the evaluation stage when the performance is compared 
to the standards.

(4) True – According to the system, those who receive higher ratings during the evaluation 
will be better compensated.

(5) False – The results are used to determine training needs which will be fulfilled through 
developmental processes.

(6) In your answer you need to refer to the relationship and communication between the 
employee and his/her manager as well as the issues raised by Bacal in section 9.2.

(7) In your answer you had to discuss the components mentioned in section 9.3 in your own 
words.

(8) You should mention that the supervisor needs to provide continuous feedback and pre-
pare before entering the evaluation meeting in order to communicate facts and proof for 
evaluation results to the employee. Supervisors also need to acknowledge problems in the 
workplace, respect the feelings of employees and listen to their inputs. Refer to section 9.6.
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(9) In your answer you had to refer to the ongoing communication between the employee 
and his supervisor in order to come to an agreement on the employee's performance 
and also to identify problem areas. Refer to section 9.3 in this guide.

(10) In your answer you had to refer to the reasons mentioned by Hattersley as discussed in 
section 9.5 of this guide.

SUMMARY
482In this study unit we discussed the meaning of performance management and why it has 
become such an important part of HRM. We emphasised the management of employees' 
performance in a systematic way and outlined the various steps in the PM process.

483We also focused on the role of the supervisor or line manager in the performance of the 
organisation and on the basic components of an effective appraisal system. No matter 
how well a system is designed, as long as its functioning depends on human beings, the 
risk of human errors increases. Finally, we also discussed various rater errors and gave 
suggestions on how to overcome obstacles in measuring employees' performance.
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Study unit 10
Compensation

Contents

10.1 Introduction
10.2 Defining Compensation
10.3 Objectives of a Compensation Plan
10.4 Job Evaluation
10.5 Does Money Motivate?
10.6 Employee Benefits
10.7 Flexible Benefits
10.8 Compensation Administration

Learning outcomes

After completing this study unit, you should be able to

 − explain the importance of compensation management
 − discuss the role of job evaluation in compensation management
 − discuss the various components of a compensation model
 − distinguish between the various types of incentive programmes
 − discuss the role of employee benefits
 − state the reasons why employers provide employee benefits
 −  explain the meaning of flexible benefits and indicate how organisations can put them 

to good use in retaining employees

Key concepts

 � Compensation
 � Job evaluation
 � Compensable factors
 � Pay surveys
 � Employee benefits
 � Flexible benefits

10.1 INTRODUCTION
484The basic dimension of any employment relationship is the economic dimension. This 
dimension revolves around the exchange transaction between employees and the or-
ganisation which employs them. The compensation of employees forms an important 
part of this exchange transaction.
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485Compensation is at the centre of any employment relationship. This relationship is based 
on an economically motivated process where inputs (employees' abilities and perfor-
mance) are exchanged for outputs (rewards) that satisfy individual needs. Compensation 
is, therefore, a very powerful tool to influence the work behaviour of employees. Taken 
literally, compensation means to counterbalance. In return for an employee's services, the 
organisation undertakes to compensate the employee. Compensation is usually equated 
with a salary and employee benefits, but it could also include non-financial rewards such 
as recognition, opportunities for development and flexible working conditions.

10.2 DEFINING COMPENSATION
486An organisational compensation system includes financial and non-financial rewards. 
Financial rewards refer to direct and indirect payments. Non-financial rewards include 
everything in a work environment that enhances a worker's self-respect and owes him 
the esteem of others.

487The components of a compensation system are shown in figure 10.1. Let us discuss 
the compensation system briefly.

488Grobler et al (2006) refer to compensation as a system consisting of intrinsic and extrinsic 
rewards. Extrinsic rewards include a salary and benefits, while intrinsic rewards include 
achieving personal goals, having autonomy, receiving recognition and enjoying more 
challenging job opportunities.

489Direct compensation refers to the direct payment of employees for services rendered 
and includes a basic salary, overtime payment, commission, bonuses and other incentive 
payments. Indirect compensation, as the word implies, refers to indirect payments in 
the form of benefits and includes retirement, medical aid, group life assurance, a hous-
ing subsidy and various allowances. Non-financial rewards do not refer to any form of 
payment, but reward employees in non-financial ways for their contributions (Milkovich 
& Newman, 2005). These types of rewards include an impressive title, a personal secretary 
and a special parking bay.

490
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491

492Compensation of employees

493Extrinsic rewards

494Direct 
compensation

495Indirect  
compensation

496Non-financial 
rewards

497Personal growth 
Responsibility 

Interesting word 
Job freedom 
Recognition

498Basic salary 
Overtime 

Commission 
Bonuses 

Gain sharing 
Profit sharing 
Stock options

499Unemployment Insurance
500Compensation for occupational

501   injuries and diseases
502Payment for time not worked 

Retirement 
Life assurance 

Medical expense 
Other benefits

503Impressive title 
Personal secretary  

Parking

504Intrinsic rewards

505FIGURE 10.1  The compensation system

506Source  Adapted from Milkovich and Newman (2005)

10.3 OBJECTIVES OF A COMPENSATION PLAN
507Before an employer can start to develop a compensation plan, he has to consider exactly 
what he wants to achieve by it. This is also known as the objectives. Compensation objec-
tives are guidelines that determine the nature of a compensation system. As you can see 
from the list below, a compensation plan can have various objectives:

 � To attract the best qualified staff.
 � To retain suitable employees by rewarding top performers.
 � To maintain equity by considering the perception of fairness in the distribution of 

rewards.
 � To maintain cost-effectiveness.
 � To comply with legal requirements.
 � To provide for flexibility and administrative efficiency.

Activity 10.1

Write down a few reasons (or objectives) why an organisation pays salaries to its employ-
ees and say what the organisation hopes to gain by doing so.

508(1)  

509(2)  

510(3)  
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511(4)  

512(5)  

Why are employees often dissatisfied with their salaries?

513 

514 

38Activity Feedback

As mentioned in section 10.3, organisations want to attract and retain their best employees 
while maintaining equity and cost effectiveness to ensure a profitable organisation. A good, 
market-related remuneration and service benefits will ensure loyalty, increased effort and 
continuity in the organisation.

515The most important reason why employees are dissatisfied with their salaries is that 
they are too small. In order to know this, the employee must have compared his 
own salary with that of someone else. This is where equity comes in. Whenever an 
employee compares his salary with that of a colleague who does a similar job, and 
discovers that his salary is smaller, there is internal inequity and the compensation 
system is regarded as unfair.

516If the same person compares his salary with that of a person in another organisation 
doing a similar job, and discovers that his salary is smaller, then there is external in-
equity. In both instances inequity in the pay system could result in employees leaving 
the organisation.

517The development of a compensation system depends on the following basic elements:

 � Job analysis.
 � Job evaluation.
 � Pay surveys.
 � Pay structuring.

518Job analysis

519In study unit 5 we discussed job analysis in HR Planning and indicated how it is linked 
to a job hierarchy and ultimately to a pay structure. The process of job analysis and the 
resulting job descriptions constitute the building blocks in the design of the compensa-
tion system. In the context of compensation system design, the purpose of a job analysis 
is twofold:

 � To identify the characteristics of each job so that job evaluation can be carried out.
 � To identify the compensable factors.

520
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521Compensable factors refer to those factors that determine the importance and value of 
a job. They include the complexity or difficulty of the job, the working conditions, level 
of decision-making, skills required and the consequences of decisions.

522Job evaluation

523Job evaluation is a systematic process of determining the value of each job in relation 
to other jobs in the organisation. The purpose of this process is to rank jobs according to 
a hierarchy that reflects the relative importance of each job within the organisation. Job 
evaluation, therefore, refers to internal equity.

524Pay surveys

525After a job hierarchy has been developed, the next step is to determine a pay rate for the 
grades. The remuneration tool used to determine the monetary worth of jobs is called 
the pay survey. A pay survey gives information about how other employers compensate 
similar jobs and skills. Pay surveys, therefore, refer to external equity.

526Pay structuring

527Pay structuring refers to the process whereby the information obtained from the job 
evaluation is combined with the information obtained from the pay surveys in order to 
establish a pay structure.

10.4 JOB EVALUATION
528How much should an organisation pay its employees? This is quite a difficult question 
to answer. Compensation surveys and job grading are methods which organisations 
use to determine how much they should pay their employees by looking at what other 
organisations pay their employees. To attract and retain human resources, it is important 
to know what other organisations pay for similar jobs. This information can be obtained 
by taking part in compensation surveys.

529Job grading is a method of establishing a job hierarchy by way of a comparison of job 
content. Jobs are categorised in terms of compensable factors obtained from the job 
analysis, like the skills required, job responsibilities, effort, working conditions and work 
experience. These compensable factors enable the HR practitioner to rank jobs and sub-
sequently to determine the pay levels.

10.5 DOES MONEY MOTIVATE?
530Different things motivate people under different circumstances. It is not easy to answer 
this question. There are, however, certain principles which managers can apply if they 
want to use money as a motivator. Let's illustrate these principles by means of practical 
examples.
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Activity  10.2

EXAMPLE 1

John Smith, a South African businessman, approaches Bill Gates of Microsoft with a busi-
ness proposal. If Bill Gates agrees to make a presentation at a computer exhibition held 
in South Africa, he will receive a payment of R30 000.

Considering how rich Bill Gates is, will he accept this business proposal? Give reasons for 
your answer.

Let's assume Bill Gates turns down the offer. John Smith then asks a sales representa-
tive at Computer Warehouse, who has a sound knowledge of computers, to make the 
presentation. He also offers him payment of R30 000.

Do you think the sales representative will accept the offer? Give reasons for your answer.

39Activity Feedback

Conclusion:

For money to motivate someone, that person must need it and it must be enough.

Bill Gates does not need R30 000 because compared to his enormous wealth, this amount 
is totally insignificant. This, however, is not the case with the sales representative. He can 
probably make good use of R30 000.

EXAMPLE 2

William Mabaso is a car dealer. He decides to appoint two people in the sales depart-
ment. Piet is appointed on a commission basis and receives a basic salary of R1 500 per 
month plus R2 000 for each car he sells. Koos is not in favour of a commission pay system 
and prefers a fixed salary each month. William offers him a salary of R6 000 per month.

Given that both Piet and Koos need money, which one of the two will work the hardest? 

Why?

531

532
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40

Conclusion:

For money to motivate someone, it must be related to performance.

Koos will receive his salary of R6 000 at the end of the month, irrespective of whether he 
sells two or seven cars. Piet is sure of only receiving R1 500, which is not enough. He will 
try his best to sell cars, because for each car that he sells, he earns an additional R2 000.

533To summarise then: For money to motivate it must be enough to encourage the 
employee to make an extra effort, and it must be directly related to work performance.

10.6 EMPLOYEE BENEFITS
534Employee benefits may be described as an indirect form of compensation that is in-
tended to improve the quality of work life for an organisation's employees. A wide choice 
of benefits may be incorporated in a total compensation package. While the provision 
of certain benefits is required by law, the possible range of employee benefits is bound 
only by the creativity of the employer.

535The following employee benefits are required by law in South Africa:

 � Unemployment insurance.
 � Compensation for occupational injuries and diseases.
 � Payment for time not worked (leave, public holidays etc)

536If an organisation does not need to provide any benefits other than those prescribed 
by law, why does it provide additional benefits? Let's take a look at the reasons for the 
growth in employee benefits.

10.6.1 Reasons for the growth in employee benefits
537Since the Second World War there has been a marked increase in the number and type 
of employee benefits and an equally dramatic increase in their costs (Milkovich & New-
man, 2005). Employees have not always insisted on benefits. During the Depression of 
1929 to 1933, workers were grateful to have a job. This enabled them to earn a salary 
which allowed them to satisfy their most basic needs such as food, clothing and shelter. 
During this time, benefits constituted less than 1% of a worker's salary and were usually 
limited to a short vacation. As time passed, additional employee needs arose, such as 
benefits for education, medical care, pension, housing and transport. Today the cost of 
employee benefits has risen to an average of 40% of an employee's pay package, and is 
still growing (Grobler et al 2006).

538
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539Other reasons for the growth in employee benefits are listed and briefly discussed in 
table 10.1.

540TABLE 10.1  Other reasons for the growth in employee benefits

541Labour market conditions

542Stiff competition in the employment and retention of competent employees forced organisa-
tions to improve their benefit packages in order to obtain a competitive advantage.

543Changing employee needs

544Higher order needs such as social, status and self-actualisation needs were the cause of more 
demands for employee benefits.

545Wage and price controls

546With strict control over wage increases, reasonable increases in employee benefits were 
another way of satisfying worker needs.

547Union demands

548The strict wage and price controls created a perfect opportunity for unions to negotiate 
for more and better benefits in order to promote the interests of workers and to gain more 
support and strength.

549Employer impetus

550The provision of benefits was also an employer initiative. Although most benefits were 
provided on pragmatic and paternalistic grounds, managers were also concerned about 
the welfare of their employees.

551Cost-effectiveness of benefits

552At first glance this seems contradictory. After all, benefits cost money and they are not cost savers.

553The cost-effectiveness of benefits is, however, attributable to:

554 (i) tax savings on benefits for both the employer and employees
555 (ii) economies of scale on group-based benefits
556(iii)  advantages for the employer, far beyond the rand cost of meeting employee demands 

(reduced labour turnover, loyalty, lower absenteeism)

557Government impetus

558Government played an important role in the provisioning of benefits by providing employee 
benefits themselves (unemployment insurance, compensation for occupational injuries and 
diseases, basic conditions of employment).

559Source  Adapted from Milkovich and Newman (2005)
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10.6.2 Value of employee benefits
560There are several reasons why organisations prefer to provide employee benefits instead 
of simply paying bigger salaries. Milkovich and Newman (2005) list the following reasons:

561(a) Concern for the employee's welfare

562Most employers are genuinely concerned about the wellbeing of their employees. Even if 
they manage benefit plans in a paternalistic way, employers display a social consciousness.

563(b) Improved corporate efficiency

564Although it is impossible to determine the exact results of an employee benefit pro-
gramme, most authorities believe that efficiency and business profits are enhanced in 
the following ways:

565Morale: A sound employee benefit programme illustrates management's concern and 
allays employees' fears.

566Facilitation of workforce reduction: Retirement plans can be used to encourage vol-
untary early retirements when a reduction in the workforce is necessary. Such plans can 
also provide a solution for management-level personnel problems or the implementation 
of affirmative action strategies.

567Employee identification with profits: Benefits, such as deferred profit sharing plans and 
employee stock plans, help employees to identify with the firm, and to have an interest 
in the efficiency and profits of the firm.

568(c) Attracting and retaining competent employees

569Because of stiff competition for employees, a sound employee benefit programme can 
provide the organisation with a competitive advantage in recruiting and retaining the 
employees it requires. Furthermore, when the labour market is buoyant, employees can 
change jobs at little or no cost if they receive no employee benefits. The provision of 
an employee benefit makes losing one's job that much more costly. Staff turnover can 
therefore be reduced and the retention of employees can be increased.

570(d) Favourable tax incentives

571Favourable tax incentives because of certain benefits have become an important reason 
why employers provide benefits rather than higher wages. Cash is expensive. There are 
no group discounts for cash, while there are for many benefits. When benefits are pur-
chased by a group of employees (eg medical aid or group life assurance benefits) they 
cost less. Consequently individual employees save money. Furthermore, employee ben-
efits provide greater after-tax value to employees than a salary increase, assuming that 
they need and want the benefits. The provision of benefits is also to the organisation's 
advantage since contributions to employee benefit plans can be deducted from income 
tax as a business expense.
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572(e) Demands in labour negotiations

573Since employee benefits are within the scope of collective bargaining, the employer 
is legally required to negotiate with unions over. The employer does not have to grant 
a union's demands, but it may be to the employer's advantage to make compromises 
regarding benefits, rather than granting salary increases.

574(f) Social and governmental pressures

575Subtle social pressures in employers' communities can force organisations to take respon-
sibility for social programmes. If employers do not provide adequate employee benefits, 
governmental or social insurance programmes will be enforced by legislation.

576(g) Advantages of group insurance

577Most employee benefits are provided through group insurance or group plans. Certain 
cost savings and other advantages arise from coverage under a group plan, compared 
with buying similar coverage individually.

10.7 FLEXIBLE BENEFITS
578Nowadays, people's needs vary greatly depending on their age, marital status, number 
of dependants, income level, culture, values, religion, etc. Single-parent and dual-wage-
earner families are only two of a wide range of diversity factors in the workforce which 
have made similar benefit packages no longer appealing to all employees. The belief 
that one size fits all is no longer true. People prefer to make choices, to customise their 
benefits and to have more control over a part of their income. By offering flexible benefits, 
organisations are not only responding to their employees' needs, they are also containing 
increasing benefit costs.

579Flexible benefits form the basis of the so-called "cafeteria" or flexible system of compensa-
tion packaging. An employer will determine how much he is prepared to spend on each of 
his employees. The employer will then select a number of benefits (called a "menu") that 
from an administrative and cost point of view, he is prepared to offer. This menu is then 
presented to each employee, who chooses the elements he or she finds appealing. The 
cost to the employer for providing those benefits is then added up and deducted from 
the total "package" cost in order to arrive at a net cash salary. Most organisations have a 
rather paternalistic approach to the structuring of compensation packages. This means 
that employees are to a significant degree tied to cash/benefit mixes, as prescribed by the 
organisation. On the one hand, this probably results in the organisation wasting money 
on benefits that are of limited or no value to a significant number of its employees. On 
the other hand, individual employees in general are unable to achieve optimal cash flow 
from their compensation packages.

580
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581The key features of a flexible benefits plan are as follows:

 � The employee is rewarded with a total package value based on the value of the job 
and job performance.

 � The employee is provided with a number of flexible benefit options from which he 
may choose those which are most appealing.

 � The cost to the employer of providing these benefits is then deducted from the total 
"package" value to arrive at a net cash salary.

582Flexible plans allow employees to choose the nature and number of the benefits they wish 
to receive, which are subject to certain price, income, variety and quantity constraints. 
Flexible benefit plans have two fundamental features, namely core benefits and optional 
benefits (Grobler et al 2006).

583Core benefits are the set of non-optional benefits in a flexible plan. The nature and num-
ber of benefits included in the core are a good indication of a plan's flexibility. Generally, 
core benefits are determined by employee preferences and desires to keep them from 
making "mistakes" in benefit coverage. This core has been referred to as a safety net for 
employees.

584Optional benefits are benefits that employees are permitted to choose to either broaden 
the scope of their benefit coverage or to increase their coverage in some core benefit areas. 
Since optional benefits are the primary way in which employees adapt their compensation 
according to their preferences, these benefits represent the heart of a flexible benefit plan.

10.8 COMPENSATION ADMINISTRATION
585The success of a compensation plan lies in its credibility and how well it is maintained. 
This means that it must be properly administered and communicated to employees. 
What would you do if you receive your salary, but for some reason an amount of R1 500 
was deducted for the repayment of a personal loan of which you know nothing? Most of 
us would confront the salary department immediately and demand a repayment. What 
if a similar mistake again occurs the next month? The credibility of the compensation 
plan will be questioned. Equally important is keeping employees informed. Do you agree 
that employees will get upset if they could have applied for a child care allowance, but 
nobody bothered to inform them of the benefit? It is therefore of the utmost importance 
that the compensation plan is administered efficiently and effectively.
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586

10ASSESSMENT

Answer the following multiple-choice questions:

(1) Which of the following are NOT legally required benefits?
(a) retirement benefits
(b) maternity leave
(c) unemployment insurance
(d) medical coverage

1 a, b
2 b, c
3 c, d
4 a, d

(2) The process that assesses the relationships among jobs to provide a set of criteria for dif-
ferentiating jobs for the purpose of salary determination is known as …
(a) job analysis
(b) performance assessment
(c) job evaluation
(d) salary survey

(3) Which one of the following is NOT a reason for conducting a salary survey?
(a) To adhere to legal requirements.
(b) To evaluate the total reward system.
(c) To reduce turnover.
(d) To determine what salaries other organisations pay for comparable jobs.

(4) Compensable factors for purposes of job grading include …
(a) working conditions
(b) skills required
(c) performance of the incumbent
(d) level of decision-making

1 a, b
2 c, d
3 a, b, d
4 a, b, c, d

(5) Which form of pay has the greatest motivational value for performance?
(a) Employee benefits.
(b) Profit-sharing.
(c) Tips.
(d) Annual bonus.

Indicate whether the following statements are TRUE or FALSE:

587(6) 588Money is the best way of motivating employees to  
perform well. 

589TRUE 590FALSE

591(7) 592The purpose of an across-the-board salary increase is 
to reward all employees for exceptional performance.

593TRUE 594FALSE
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595(8) 596Internal equity is more important than external equity. 597TRUE 598FALSE

599(9) 600One of the disadvantages of flexible benefit plans is 
that only a limited variety of benefits can be provided.

601TRUE 602FALSE

603(10) 604The most important characteristic of a compensation 
plan is that it should be fair or equitable.

605TRUE 606FALSE

Answer the following questions:

 (11) State the objectives of a compensation plan.
 (12) Define compensation and by means of a diagram illustrate the components of a to-

tal compensation system.
 (13) What does job evaluation entail and what role does it play in compensation management?
 (14) Why do organisations provide employee benefits?
 (15) Discuss the reasons responsible for the growth in employee benefits?
 (16) Define the concept "flexible benefits".

41Assessment Feedback

(1) Option 4 is the correct answer because maternity leave and unemployment insurance are 
required by legislation. The employer has a choice between paid and unpaid maternity 
leave, but not between offering it or not. Retirement benefits and medical coverage are 
not basic conditions required by the Basic Conditions of Employment Act, 75 of 1997.

(2) Option c is the correct option. Refer to section 10.3 and 10.4 in your guide to differentiate 
between job analysis and job evaluation. Performance assessment was discussed in study 
unit 9 and is part of the management of an employee's performance. A salary survey is 
discussed in section 10.3 and is a tool to determine the market value of a position.

(3) Option a is the correct answer. As mentioned above, salary surveys are discussed in section 
10.3 and are tools to determine the market value of a position. This enables the employer 
to pay market related compensation and reduces external inequity and therefore staff 
turnover. The Basic Conditions of Employment Act, 75 of 1997, does not prescribe minimum 
salaries, but in some sectors this is regulated by sectoral determinations.

(4) Option 3 is the correct answer. Job grading is about evaluating and grading the position 
and not the incumbent. Refer to section 10.4 of this unit.

(5) Option b because it is linked to the employee's performance. The harder an employee 
works, the higher the profit and his share of it. The others are standard benefits and even 
tips normally amounts to only 10% of the bill. Refer to section 10.5.

(6) False – Refer to section 10.5 and section 10.6.2. Different things motivate people.
(7) False – All employees get the standard reward (increase) irrespective of as to whether 

they are poor or exceptional performers.
(8) False – Both will lead to dissatisfaction and may cause the employee to leave the or-

ganisation. Refer to section 10.3.
(9) True – Employees are restricted by the menu offered by the employer. Refer to section 10.7.

(10) False – This is one of the goals of a compensation system, but the other goals, as men-
tioned in section 10.3, are just as important.

(11) The objectives of a compensation system are mentioned in section 10.3.
(12) Refer to figure 10.1 and section 10.2.
(13) As discussed in section 10.3, job evaluations entail determining the value of a job in rela-

tion to others in the organisation. Also refer to section 10.4.
(14) Employee benefits and the reasons for providing them were discussed in section 10.6.
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(15) In section 10.6.1 various reasons like labour market conditions, changing employee needs, 
union demands, etc were mentioned. Ensure that you are able to explain and discuss 
these reasons in more detail.

(16) In section 10.7 flexible benefits are defined as a "menu of benefits" offered by the employer. 
From this an employee can choose certain benefits as part of a fixed salary package. 
Ensure that you understand the different types of benefit options and are able to discuss 
them in detail.

SUMMARY
607In this study unit, we mentioned that compensation is one way of retaining employees. 
But simply paying employees a salary is not enough though. There are several factors 
which a compensation system must take into consideration to ensure that employees 
are satisfied with their compensation. Job evaluation, job grading and job pricing play a 
role in this. We also focused on the ability of money to motivate people.

608In our discussion we emphasised the role employee benefits play in the retention of 
employees and gave reasons for the growth in employee benefits. To accommodate 
the needs of a diverse workforce, alternative compensation plans, such as the flexible 
benefits plan, are available.
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Study unit 11

Health and Safety

Contents

11.1 Introduction
11.2 Health and Safety in Organisations
11.3 Managing Health and Safety
11.4 Health and Safety Legislation

Learning outcomes

After completing this study unit, you should be able to

 − understand what is meant by health and safety
 − explain the importance of health and safety measures to organisations
 − identify the responsibilities of managers and employees regarding health and safety
 − describe the regulatory framework for workplace health and safety

Key concepts

 � Health and safety
 � Accident
 � Hazard
 � Negligence

11.1 INTRODUCTION
609In the morning we say goodbye to our loved ones and set off to work, assuming that we 
will return home uninjured at the end of the working day. Unfortunately, some workers do 
not return home uninjured because of work-related accidents or injuries. Every organisa-
tion needs to take the management of health and safety seriously. Employers have, after 
all, a legal and moral responsibility to guard the health and safety of their employees.

610But what exactly does health and safety involve? This question and how health and safety 
should be managed in an organisation is what we will discuss in this study unit. We will 
also briefly debate the most important legislation on health and safety in organisations.
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11.2 HEALTH AND SAFETY IN ORGANISATIONS
611If people are the most valuable resource that any organisation has, then organisations 
can be expected to provide a safe work environment for their employees. Organisations 
should also care for their employees' health. Organisastions who fulfil their obligation 
not only recognise their employees' right to be treated fairly and with consideration, but 
also maximise their employees' productive potential.

612Any action taken by the organisation or by an employee that could put the safety or 
health of employees at risk should be managed. Safety refers to issues such as protec-
tive clothing, safe working methods, well-maintained machinery and equipment, safety 
procedures and compliance with safety regulations. Health refers to issues such as stress, 
alcohol, smoking, AIDS and noise exposure. Figure 11.1 lists the main causes of stress in 
the workplace.

WORK-RELATED FACTORS

Work overload
Time pressures
Poor relations
Lack of communication
Change of work
Role ambiguity
Frustration
Conflict at work
Job design
Violence
Harassment

 
 
 
 
 
 
 
 
 
 

�

STRESS

INDIVIDUAL FACTORS

Financial worries
Marital problems
Pregnancy
Problems with children
Death of a spouse
Balancing work and family responsibilities

 
 

�

614FIGURE 11.1  Main causes of stress in the workplace

615Source  Adapted from Bratton and Gold (2007)

616
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617Accidents and the resulting legal claims have become a growth industry because em-
ployees claim as much compensation as possible for work-related accidents. According 
to Banfield and Kay (2008), the costs of accidents in the workplace are considerable 
and comprise the:

 � monetary cost resulting from successful claims for negligence
 � cost associated with the loss of productive time due to people being absent from work
 � cost of replacing injured employees
 � additional administration costs and managerial time

618What exactly is an accident? An accident is an unforeseen event that causes injury or harm 
to people, equipment or property. It is therefore unplanned and undesirable. Accidents 
happen because we work in a hazardous environment. They happen either because we 
fail to recognise the hazard or because we fail to avoid or control it. Prolonged exposure 
to noise is a hazard that can cause loss of hearing, but if an organisation issues ear muffs, it 
can prevent damage to workers' hearing. In such a case the hazard is properly controlled.

619Any accident has direct and indirect causes. For example, an employee cuts his finger 
while using a guillotine. The direct cause of the accident is the guillotine, but the indirect 
cause might be failure on the part of the employee to use the guillotine in the prescribed 
manner, or to use protective gloves. Each of these causes can be linked to an underlying 
factor such as a lack of adequate risk assessment or inadequate procedures and training.

620It is usually a combination of unsafe acts and conditions that results in an accident. For 
example, someone stumbles on a staircase and sprains an ankle because he may have 
been in a hurry, may have carried a heavy object or may not have hold the handrail. Or 
perhaps the handrail was damaged and worn. A range of causes may have resulted in 
the accident. Nevertheless, all accidents in the workplace can usually be attributed to 
ineffective management controls.

11.3 MANAGING HEALTH AND SAFETY
621Managing health and safety is more than simply complying with the law or meeting 
requirements from insurers. It is about proactively managing health and safety as one of 
the performance indicators of an organisation. Organisations continuously try to mini-
mise the costs of injury at work and work-related illness and to reach their safety targets 
in order to improve their safety record. They also consider good health and safety to be 
one of their measures of success.

622According to Banfield and Kay (2008) organisations that are serious about managing health 
and safety have a health and safety management system comprising the following elements:

1. A health and safety policy.
2. Operating procedures so that their policy can be implemented, such as setting up 

health and safety committees.
3. Planning and implementing safety and wellness plans.
4. Measuring the effectiveness of their accident prevention and safety plans.
5. Auditing health and safety practices.
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623Some workplaces are hazardous by nature, but it is not only in these environments that 
people are injured. People can slip or trip in any work environment. Health and safety is 
therefore as important in less hazardous environments as it is in the hazardous working 
conditions of the construction and mining industry, for example.

Activity 11.1

Which precautionary measures have you seen organisations take when the following is 
undertaken?

When floors are washed.

When lifts are serviced.

When a building is fumigated.

42Activity Feedback

Cleaning personnel should place a sign on the floor to warn people of the wet and slippery floor.

When technicians perform maintenance work on a lift, they have to put a warning sign on all 
the floors indicating which lift should not be used. If the doors of the lift have to remain open 
on certain floors, they should put up barriers so that people do not accidently step into the lift.

The fumigation of a building may lead to the release of dangerous gases, and employees 
should be notified when the fumigation will be done. Although this is usually done after hours, 
employees must still be warned not to enter the building during that period.

What happens if an organisation does not take precautionary measures to prevent an accident? 
Breaches of health and safety legislation usually lead to claims for damage. These cases are 
heard in civil courts. Organisations are required to have employer's liability insurance and insur-
ers usually handle claims on behalf of organisations. Many claim cases are settled out of court.
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11.4 HEALTH AND SAFETY LEGISLATION
624The Occupational Health and Safety Act, 85 of 1993, regulates health and safety in the 
workplace and its provisions are enforced by the Department of Labour. The Act requires 
the employer to maintain a work environment that is safe and without risk to the health 
of the workers.

625In terms of the Act, employers must do the following to ensure that the work environ-
ment is safe and without risk to the health of employees:

 � Identify potential hazards.
 � Take precautionary measures.
 � Provide information, instruction and training about and supervision of safety in the 

workplace.
 � Prevent employees from continuing with tasks with a safety or health risk.
 � Take steps to ensure compliance with the Act.
 � Enforce control measures.
 � See to it that work is done and equipment is used under supervision of a worker who 

understands the hazards associated with the work.

626Employees must also take responsibility for their own safety and health. In terms of the 
Act it is the duty of the worker to

 � take care of his own health and safety as well as that of other workers affected by his 
actions

 � comply with the requirements of the Act
 � cooperate with inspectors from the Department of Labour
 � comply with the rules and procedures issued by the employer
 � wear the prescribed safety clothing or use the prescribed safety equipment
 � report unsafe or unhealthy conditions
 � report incidents that may influence his health or cause an injury

627Organisations are required to appoint health and safety representatives. One representa-
tive must be designated for every workplace with 20 or more workers. In the case of shops 
and offices, one representative must be designated for every 100 workers. An inspector 
may, however, require the designation of more representatives.

628Health and safety representatives must perform the following duties:

 � Perform health and safety audits.
 � Identify potential dangers.
 � Investigate incidents.
 � Make representations.
 � Perform inspections.
 � Attend committee meetings.
 � Assist inspectors from the Department of Labour.

629As mentioned before, the employer is not expected to take sole responsibility for health 
and safety. The Act is based on the principle that dangers in the workplace must be 
addressed by communication and cooperation between workers and their employers.  
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Workers and employers must share the responsibility for health and safety in the workplace. 
Both parties must act proactively and identify dangers and develop control measures to 
make the workplace safe.

11ASSESSMENT

(1) What does health and safety refer to in the workplace?
(2) List a few hazards in the workplace.
(3) What should a supervisor do to ensure that the following work-related factors do not 

cause stress?

 � time pressures
 � conflict at work
 � role ambiguity
 � work overload

(4) What should an employer do to ensure that the work environment is safe?
(5) List five duties of a health and safety representative.

43Assessment Feedback

(1) In your answer you have to refer to ways to manage health and safety in the workplace, 
like having a health and safety policy; setting up health and safety committees; ensuring 
that safety and wellness plans are developed and implemented; assessing the improve-
ment initiatives; and safety plans as well as auditing health and safety practices.

(2) You should refer to hazards like the causes of stress, for example work overload and job 
design or if cleaners do not put out signs for slippery floors and steps or any other practi-
cal work related examples.

(3) Time pressures – You need to mention that the time frames should be realistic and be 
measured continuously and that feedback and corrective actions should be given/ taken 
if targets are not met.

  Conflict at work – Refers to ethnic diversity and conflict management programmes as well 
as teambuilding interventions to build relationships and counter conflict in the workplace.

  Role ambiguity – Refers to clear job descriptions and responsibilities as well as clear 
reporting lines.

 Work overload – Refers to clear work measures and time frames.

(4) Your answer should contain the measures specified in the Occupational Health and Safety 
Act 85 of 1993, for example, identifying potential hazards, establishing precautionary 
measures, etc.

(5) You need to refer to conducting health and safety audits; identifying potential dangers; 
investigating health and safety related incidents and performing inspections; making 
representations; attending committee meetings; and assisting inspectors.

SUMMARY
630Health and safety is of major importance and its management is taken seriously by or-
ganisations. The failure to manage risk can have dire consequences. Organisations can 
be prosecuted under civil and criminal law and severely punished.
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631Organisations need to adopt a holistic approach to health and safety management. A 
holistic approach includes not only a policy, but also the details of implementing and 
evaluating health and safety plans. A reduced accident rate is no longer the only emphasis 
in health and safety. Risk management has become the employer's biggest responsibility.

632When we look at the purpose of the Occupational Health and Safety Act, it is clear that 
the Act aims to protect both the employer and the employee. In the Act employers 
receive guidelines on how they can provide a safe and healthy work environment, and 
employees are informed about their rights and their duty to take responsibility for their 
own health and safety at the workplace.

633The next study unit deals with labour relations. The focus will be on what labour relations 
are all about and what the rights and duties of the parties in the employment relation-
ship entail.

634
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Study unit 12

Labour Relations

Contents

12.1  Introduction: roots of the field of study, relevant terminology and how the field is 
evolving

12.2 Different dimensions of labour relations
12.3 Managerial perspective of labour relations: a systems-process view of labour relations
12.4 Labour relations

Learning outcomes

After completing this study unit, you should be able to

 −  demonstrate a basic understanding of the nature of the field of study of labour rela-
tions, showing how it is evolving into labour relations and clarifying and differentiating 
between relevant concepts

 −  explain the multidimensional nature of the contemporary labour relationship and 
describe other types of work relationships

 − describe how the key ingredients of labour relations make this field dynamic
 −  explain why labour relations is both a multidisciplinary and an interdisciplinary field 

of study
 − identify the role players and stakeholders in labour relations

Key concepts

 � Labour relations
 � Labour relationship
 � Tripartite relationship
 � Employee
 � Trade union
 � Employer
 � Micro perspective
 � Macro perspective
 � Social reformers

635You will find that the terms "industrial relations" and "labour relations" are used as syn-
onyms. There are various opinions about these concepts. This study guide will assist you 
in appreciating the differences between the various concepts in the field and enable you 
to focus on the subject of this study unit, namely labour relations.



144

12.1 INTRODUCTION: ROOTS OF THE FIELD OF STUDY, RELE-
VANT TERMINOLOGY AND HOW THE FIELD IS EVOLVING

636We would like to start off by asking you to consider the following statement before you 
read any further:

637If people were not employed to do work for other parties, the field of study known as 
"labour relations" would not exist either.

638Do you agree with this statement or not? What is the reason for your answer?

639Let us first explain why people are employed by other parties to work for them.

640In any society there are a vast range of needs. We need food, shelter, clothing, medical 
care and the list can go on and on. If people need food, food must be produced and 
made available. If people need houses to live in, houses must be built. If people need to 
feel safe, then safety and security must be provided. Someone has to produce the food 
and make it available. Someone has to build houses and someone has to provide safety 
and security. If you are ill and have to be treated, someone has to provide the health care 
services you need.

641There are many ways to provide for the needs of people. We may grow our own vegetables 
and fruit and may even build our own houses. But more often than not, we go to a place 
like Shoprite to buy milk and bread and whatever other food we may need. Similarly, the 
police provide us with safety and security, and hospitals care for the sick among us. In 
modern society we get what we need by going to organisations that provide the services 
and products we need. These organisations are collections of people who work together 
to deliver these products and services.

642An organisation like Unisa has many people working hard to deliver the educational 
services that are needed by society. If somebody did not write and print this study guide, 
you would not be able to read it. Similarly, the South African Police Service can only pro-
vide safety and security services if they employ police officials to do the work. If you are 
injured in a car accident, a hospital will be able to provide medical care only if there are 
nurses and doctors who do the work.

643Organisations are, therefore, formed to satisfy needs in society. They need people to do 
the work necessary to deliver the products or services. The moment someone is employed 
to perform work, labour relations comes into play. Why? Because labour relations is about 
the relationship between those who need people to do work for them, and those who 
do the work and want it.

644We call this an employment relationship.

645It refers to the fact that someone is employed to do work on behalf of another party. An 
employment relationship is formed when an employer (the party needing people to do 
work for them) employs an employee (the party who will be doing the work).

646Most adults (and even many young people, including children) are involved in some 
form of work activity. Some people cannot work, while others do not need to or do not 
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want to work. However, most people have to work to make a living. Work is a common 
economic activity. Though some people work for themselves because they have their 
own businesses, millions of people are employed by employers (usually organisations) 
to do work on their behalf in exchange for a monetary reward (or pay). By working, most 
of us earn money to pay for necessities such as shelter, water and food. Work is a key hu-
man activity in today's world. This leads to an economy, a system whereby products and 
services are exchanged on markets for money. We cannot pay for services (like education) 
or buy products (like food and beverages) unless we have money, and we cannot earn 
money unless we work for it. Work as an economic activity whereby the labour (or work) 
potential of a person is exchanged for some monetary reward. This forms the basis of 
labour relations as a field of study. Note that labour relations are not purely about eco-
nomics. Work also has a social side because people enter into relationships that have to do 
with their work. Specific types of human relations develop in the work and employment 
context. People interact with others as they go about their daily work, which makes work 
a social experience. This makes labour relations as much a social as an economic issue.

647Because people who are employed usually work together, it is common to refer to them 
as employees. Together, they are often referred to as "labour" because they provide their 
labour (or work) potential to their employer. Often they form trade unions that are re-
ferred to as "organised labour". Trade unions are established by employees for employees, 
and they are key social institutions in South Africa. Trade unions have developed because 
individual employees lack the power to bargain for better pay and work conditions. Em-
ployers have more power because they have more resources than individual employees. 
By forming trade unions, employees try to mobilise more power to counter exploitation. 
Trade unions also form part of the field that we call labour relations. We want to reiterate 
that work is the cornerstone of this field.

648We usually use the concept "labour relations" when we refer to this field of study because 
we study it from a management (or employer) angle. Keep in mind that management's 
aim is to get the best results out of the labour relationship. People are employed to work 
– they offer their labour potential to the employer – as we have already explained. We 
could have called it work relations, but we prefer to stick to the term "labour". We may use 
the other concepts from time to time, but don't let that bother you. What is important is 
that you understand what our focus and angle to the study of this field is.

649It is also important to know why different disciplines are interested in the labour relation-
ship. We will return to this shortly.

650Please note also that we refer to labour relations as an interdisciplinary field of study, not 
as a discipline as such. You may wonder what this means. Boivin (1989) has to following 
to say about it:

651"… we can consider industrial relations not as a basic science, but as a derived 
field of knowledge, where elements borrowed from many disciplines (economics, 
sociology, law, psychology, labour history, political science and administration) are 
used to study a particular series of work-related problems."
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652We can regard labour (or industrial) relations as a unique and distinct field of knowledge 
and study. It draws on other disciplines to build a body of knowledge about itself. That 
is why we can call it an interdisciplinary field of study. It deals with several different but 
interdependent aspects, all of them linked in some way with labour relationships.

653At the same time we must state that numerous aspects related to this field of study are 
of interest to other academic disciplines or subjects. Labour relations is also a multidisci-
plinary topic. Sociologists take a keen interest in labour relations, and so do scholars of 
law and economics. As an interdisciplinary field of study, labour relations is broader in 
scope than other disciplines such as sociology (especially industrial sociology), law (espe-
cially labour law), psychology (especially industrial psychology) or economics (especially 
labour economics).

654However, we can also argue that labour relations is narrower in scope than other disci-
plines because issues which do not relate to the labour relationship interest them. Think 
of all the topics that are studied in law, economics, sociology and psychology. Only some 
of them bear on labour relationships. That is why these fields can be considered broader 
than labour relations. Labour relations is a multidisciplinary topic because many disciplines 
are interested in certain aspects of it.

Activity  12.1

With reference to the above discussion, say in your own words what labour relations 
refers to.

44Activity Feedback

In your answer you should have referred to the relationship between the employer, who needs 
people to do the work, and the employee, who is willing to do the work.

12.2 THE DIFFERENT DIMENSIONS OF LABOUR RELATIONS
655In figure 12.1 below the basic dimensions of the labour relationship are shown. The par-
ties to the labour relationship have converging and diverging interests. This means that 
there is potential for cooperation and conflict. This explains why labour relations is such 
a dynamic field. For this reason maintaining good labour relations is not always easy. In 
practice, these dimensions must all be managed properly if we want to have good labour 
relations. Separately and combined, all dimensions must be kept in balance.
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657FIGURE 12.1  Labour relations as a multidimensional topic
658Source  Adapted from Finnemore (2006)

659The formal dimension of the labour relationship includes performance appraisals. The 
outcome of a performance appraisal meeting influences the informal aspects of the rela-
tionship. How does an employee feel after a performance appraisal meeting? Is he satisfied 
with the result? Will he appeal against it if he is dissatisfied? The appeal forms part of the 
formal dimension, while his feelings about the result form part of the informal dimension. 
If left unaddressed, his feelings will have a huge impact on the formal dimension of the 
relationship, and he may resign or put in formal grievances. It is clear that the formal and 
informal dimensions of the relationship are interrelated, and consequently one will have 
an impact on the other. This is also true of the individual and collective dimension. The 
person who had a performance appraisal may have an individual problem (individual 
dimension), but if more than one employee has the same complaint, it becomes a col-
lective problem. The individual and collective dimensions are also inseparable.

660In the course of your study of labour relations, you will find that although all the dimen-
sions are covered and sometimes overlap, some receive more attention than others, in 
particular the formal and collective dimensions.

661It is important to note that we study labour relations from a management perspective. 
This emphasises the fact that labour relations is a multidisciplinary topic. Let us now take 
a closer look at the discipline of management.

Activity  12.2

Labour relations are seen as a multidimensional topic. Briefly discuss the different dimen-
sions of labour relations in your own words.
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45Activity Feedback

First, you should have referred to the formal dimension, which stems directly from the formal 
relationship between the employer and the employee. Secondly, you should have mentioned 
the collective dimension, which affects groups of employees and the individual dimension 
which affects individual employees. Thirdly, you needed to refer to the social and economic 
dimensions, which are external forces that influence the relationship indirectly.

12.3 MANAGERIAL PERSPECTIVE OF LABOUR RELATIONS:  
A SYSTEMS PROCESS VIEW OF LABOUR RELATIONS

662Bendix (2007) maintains that the "labour relations system operating in a particular society 
is a product of and is structured by that society". She goes on to say that an industrial 
relations system "embraces the totality of actors, actions, processes, rules and regula-
tions involved in or pertaining to the labour relationship in a society". This reveals a 
holistic and an integrated approach and emphasises the formal dimension (ie the rules 
and regulations). It is true of systems in general. The systems perspective of labour rela-
tions follows a holistic approach but tends to emphasise the formal dimension and the 
conflict ingredient. Balnave et al (2007) claim that the systems approach "suggests that 
the actors interact in varying environmental contexts and, by using certain processes 
and procedures, produce a web of rules that allows the system to continue functioning".

663As we have said before, we also support a holistic approach to labour relations. We think, 
however, that it implies much more, namely that aspects like trade unions, the collective 
dimension, and legal aspects pertaining to the formal dimension of the labour relation-
ship cannot be studied in isolation. They are linked to the individual and informal aspects. 
There are many components to any labour relations system, and all of them must be 
kept in mind.

664Remember that authors like Bendix refer to labour or labour relations systems at na-
tional level. Though we are also interested in that, and will maintain a macroperspective 
(or overall view) throughout most of this unit, our angle remains that of management. 
When we study labour relations from a managerial point of view, it cannot be regarded 
as something separate or isolated. It is part of the organisation (from a microperspec-
tive) and we regard the labour relations system of an organisation as a subsystem of it. In 
fact, we support an integrated approach in which labour relations and human resource 
issues are treated as an integral part of one system. The organisation is also regarded 
as a subsystem in a broader environment (macroperspective), comprising various 
subsystems (like the eco, political and economic systems).

665From a managerial angle, we regard the labour relations system of an organisation (la-
bour relations and human resource issues together) as very important to its survival and 
success. This is because without employees, no work will be done. People are needed to 
do the work and if they are employed, they are paid. This is where the financial system of 
the organisation kicks in. All the subsystems of an organisation (like the financial system, 
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the operations system and the marketing system) are interconnected as well. The labour 
relations system interacts with the other subsystems. This further emphasises the fact 
that organisations can be regarded as complex adaptive systems because they are open 
to the environmental system and influenced by, for example, the laws of the country and 
the state of the economy). They must, therefore, always adapt to changing circumstances. 
The subsystems must all work together to ensure that they add value to the organisation, 
in other words, that the organisation remains competitive.

666To understand what labour relations management is all about, we have to follow an open 
systems approach. It is important to identify the major components of the labour rela-
tions system of any organisation. The three major components are inputs, throughputs 
and outputs.

667When we study labour relations from a management perspective, we are concerned 
with how we can organise work and the people to do the work, how we can reorganise 
the labour relations system of an organisation, and how we can manage this system and 
make sure that it adds value to the organisation and all its stakeholders. If we do this, as 
Swanepoel et al (2009) suggest, we cannot separate labour relations and human resource 
management.

668From a management perspective, we support the idea that HRM and labour relations 
management should be seen as a whole. They are two sides of the same coin. At the end 
of the day, the labour relationship is the cornerstone of both HRM and labour relationships.

12.4 LABOUR RELATIONS
669Bendix (2004) states that labour relations is the study of relationships, the work situation 
and the working man, the problems and issues of modern industrialised and post-industrial 
society, and of certain processes, structures, institutions and regulations. All of these are 
placed in a specific social, political, economic and historical context, and none of them 
can be studied in isolation.

670Swanepoel et al (1999a) summarise labour relations as a field of study that encompasses 
all aspects of people at work. Therefore, we consider labour relations as a unique and 
distinct field of knowledge and study. It deals with several different but interdependent 
factors, which are all linked to labour relationships. These factors include fields such as 
economics, sociology, law and political science.

671In Nel et al (2005) various perspectives are given on the concept of labour relations as it 
was renamed in the early 1990s. It is generally accepted that personnel management and 
industrial relations are an integrated whole, and that their separate policies and procedures 
affect each other greatly. Labour relations not only covers the tripartite relationship, its 
behaviour, practices, procedures and interaction, but also includes other relationships like 
those in institutions and other organisations. It deals with the complicated framework of 
various environments, systems and the conflicting perspectives and goals of the various 
role players, all of which influence relationships in the workplace. The focus has shifted 
to getting the various groups in the labour relationship with all their unique traits and 
perspectives, to achieve the common set of organisational goals through cooperation.
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672Labour relations is a field of study that includes everything that stems from or impacts 
on the relationship between an employee and his employer.

673Although we cannot single out one pioneer for this phase, various management per-
spectives from the past up to the present have played and are still playing a crucial role 
in the evolution of this phase.

674From this we can summarise labour relations as a study of

 � relationships (between the employer, employee and the state, fellow workers and 
clients)

 � the work situation and working person (the physical work environment and the 
context and circumstances a person works in)

 � the problems and issues of modern industrialised and post-industrial society 
(labour market problems like HIV/AIDS, unemployment, low productivity, low educa-
tion and training standards, illiteracy, outflow of skilled labour, labour, crime, poverty, 
political instability in neighbouring states)

675And of certain

 � processes (disciplinary process, grievance process, dispute process and retrenchment 
process)

 � structures (organisational structure, departments, sections)
 � institutions (juridical, political, economic institutions)
 � regulations (constitutional, labour laws, codes and procedures)

676All of these occur in a specific

677social
678political

679economic and
680historical context

681of which none can be studied in isolation.

12.4.1 Who was a pioneer in the labour relations phase?
682One of the pioneers in this field was Dunlop with his systems theory on labour relations.

683As you have seen before, labour relations do not function in isolation. Various factors and 
disciplines influence this field.

684Finnemore (2006) explains that in the late 1950s, Dunlop designed a framework to explain 
the function of labour relations. He called it a strategic approach to labour relations, with 
various factors influencing it.

685The following mind map compiled by Finnemore (2006) illustrates how the various defini-
tions of labour relations have progressed towards the framework that is currently opera-
tive in South Africa. Bear in mind that the role players in this framework are influenced by 
various external and internal factors. Take special note of the many environmental factors 
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that influence the tripartite relationship, which is managed through various structures 
and processes to achieve various outcomes.

686ENVIRONMENTAL INFLUENCES

687Economic factors 688Political factors 689Legal factors 690Social factors

 � Technology
 � Globalisation
 � Economic growth
 � Unemployment
 � Inflation
 � Worker inflation
 � Productivity
 � Black economic 

empowerment 
(BEE)

 � Poverty

 � Political parties
 � Alliances (such as 

the ANC with  
COSATU and SACP)

 � Ideology
 � Socioecono mic 

policy
 � International 

relations
 � African union

 � Constitution and 
Bill of Rights

 � International La-
bour Organisation 
conventions

 � Labour laws

 � HIV/AIDS
 � Demography
 � Urbanisation
 � Housing/hostels
 � Transport
 � Health
 � Education and 

training
 � Skills shortage
 � Media
 � Gender issues
 � Cultural values
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697STRUCTURES AND PROCESSES FOR CONFLICT RESOLUTION

698Structures

 � NEDLAC
 � Department of Labour
 � Labour Court and Labour Appeal Court
 � Commission for Concilliation, Mediation and Arbitration
 � Bargaining councils
 � Statutory councils  
 � Workplace forums
 � Shop steward
 � Management committee

699Processes

 � Consultation
 � Joint decision-making
 � Negotiation
 � Concilliation
 � Mediation
 � Arbitration
 � Strikes
 � Lock-outs
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700OUTCOMES

701SOCIAL PACTS 702SUBSTANTIVE 
AGREEMENTS

703(ie collective 
agreements)

704RECOGNITION 
AND PROCEDURAL 
AGREEMENTS

705BREAKDOWN IN 
RELATIONS

 � Labour law
 � Economic and 

social issues

 � Wages
 � Working conditions
 � Productivity 

bonuses
 � Training
 � Health and safety

 � Selection
 � Discipline
 � Job security
 � Grievances
 � Strike rules
 � Affirmative action
 � Job grading
 � Social investment

 � Violence
 � Mass dismissal
 � Loss of union 

members
 � Plant closure
 � Strikes

707FIGURE 12.2  Framework of labour relations

708Source  Adapted from Finnemore (2006)

709Dunlop's systems theory is a strategic approach to labour relations with various factors 
influencing it. He explains that the labour relations system consisted of actors: the state, 
managers and workers who took part in the rulemaking process. They made rules in a 
specific environment (that was influenced by technology, economy and the locus of 
power distribution). Each actor had its own set of ideologies, which were recognised 
but needed to be compatible with a common set of workplace ideologies. Finally, these 
ideologies had to lead to the compilation of a set of common rules that would regulate 
the conditions at the workplace.
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Activity  12.3

With reference to the framework of labour relations discussed above, complete the fol-
lowing mind map:

46Activity Feedback

In your discussion you should include the three actors, namely the employer, the employee 
and the state. You should know that the environmental factors include economic, political, 
legal and social factors and be able to describe how they affect the labour relations system.

710The three major parties in this system, namely the state, employers and employees, have 
different and shared goals. Conflict arises from their efforts to achieve their shared goals 
and in the process their powers are tested. Because the three parties pursue different 
goals, there is disharmony in how the goals should be reached. The different values, 
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needs and interests of each party leads to conflict as each party tries to protect its own 
interests. The state tries to balance each party's powers through various mechanisms, 
such as the Commission for Conciliation, Mediation and Arbitration (CCMA), and policies, 
procedures and structures as stipulated in different acts.

711Using the CCMA as arbitrator can lead to a win-win or a win-lose situation. Outside the 
tripartite relationship, environmental factors can influence the relationship between par-
ties. The environment exerts a dynamic influence and often contributes to the conflict 
between them. If conflict is not resolved, relationships can deteriorate and employees 
may lose their jobs.

12ASSESSMENT

(1) Taking into account what you have learnt up to now , explain what the following terms 
mean:

 � Labour relations
 � Tripartite relationship
 � Multidisciplinary
 � Interdisciplinary

(2) Describe all the dimensions in labour relations.
(3) Discuss the labour relations framework by referring to:

 � Economic factors
 � Political factors
 � Legal factors
 � Social factors
 � The structures and processes for conflict resolution
 � Outcome of the labour relationship

47Assessment Feedback

(1) In your answer you should have included the following information:

 � Labour relations: Relationship, need for people to do the work, people who want to 
do the work.

 � Tripartite relationship: employer, employee, the state.
 � Multidisciplinary: Other academic disciplines are influenced by labour relations. 

Explain this by using a relevant example.
 � Interdisciplinary: Included elements from many disciplines, eg economics, sociology, 

law.

(2) You should have included the formal, collective, individual, informal or social and eco-
nomic dimensions in your discussion.

(3) You should have discussed the framework for labour relations as reflected in figure 12.2. 
See to it that you understand how these factors influence one another.

712
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SUMMARY
713In this study unit we discussed the different dimensions of labour relations, the managerial 
perspective of labour relations, and the development of the field of labour relations. This 
now concludes our discussion of the various functions of HRM. Under the next topic we 
will take a look at people dynamics in the workplace and discuss organisational behaviour 
from an individual and group perspective.
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TOPIC 3

PEOPLE DYNAMICS

AIM OF THE TOPIC
714The aim of this topic is to provide an overview of what organisational behaviour entails. 
We will discuss the role and importance of individuals and groups with the purpose of 
outlining their influence on the effectiveness of an organisation.

TOPIC CONTENT
715Study unit 13: Organisational behaviour
716Study unit 14: The individual in the organisation
717Study unit 15: Groups in the organisation
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Study unit 13

Organisational Behaviour

Contents

13.1 Defining Organisational Behaviour
13.2 Goals of Organisational Behaviour
13.3 Key Elements of Organisational Behaviour

Learning outcomes

After completing this study unit, you should be able to

 − define organisational behaviour
 − discuss the influence of various behaviours on the performance of the organisation

Key concepts

 � Organisational behaviour

13.1 DEFINING ORGANISATIONAL BEHAVIOUR
718Organisational behaviour (OB) is a field of study that investigates the impact individuals, 
groups and structures have on behaviour within organisations, for the purpose of 
improving an organisation's effectiveness (George, 2008). To put it in simple terms, OB is 
concerned about what employees do and how their behaviour affects the performance 
of the organisation.

13.2 GOALS OF OB
719According to George (2008), there are four primary goals for studying organisational 
behaviour. The first is to describe systematically how people behave under a variety of 
conditions. Achieving this goal allows managers to know more about human behaviour 
at work.

720A second goal is to understand why people behave as they do. Managers should be able 
to understand the reasons behind the actions of employees.
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721A third goal is to predict future employee behaviour. The more managers are able to pre-
dict behaviour, the more they will be able to take preventive action. Take, for example, 
the mood of an employee who turns up late for work due to a car accident. The manager 
should be able to predict that this employee will not be in a good mood and should, 
therefore, not expect him to take care of difficult customers.

722The final goal of studying OB is to control human activity at work. Managers are held re-
sponsible for performance outcomes. Therefore, they should be able to make an impact 
on employee behaviour, skills development, team effort and productivity. Managers need 
to be able to improve results through their own actions and that of their employees. OB 
can assist them in reaching this goal.

13.3 KEY ELEMENTS OF OB
723By now we know that people are the most important element in OB. The other key ele-
ments are structure, technology and the environment in which the organisation operates. 
When people join together in an organisation to accomplish an objective, some kind of 
structure is required. People use technology to get the job done, so there is interaction 
between people, structure and technology. In addition, these elements are influenced 
by the external environment which they influence in their turn (George, 2008). Do you 
still remember how a system works? Let us take a look at how the key elements work.

13.3.1 People
724People make up the internal social system of the organisation. They consist of individuals 
and groups. Groups may be informal or formal, large or small. They are dynamic and con-
stantly formed, changed or disbanded. For this reason the modern human organisation 
is not the same as in the past. People are living, thinking and sentient beings who work 
in the organisation to achieve their objectives.

13.3.2 Structure
725Structure defines the formal relationship of people in organisations. Different jobs are 
required to accomplish all the activities in an organisation. The people occupying the 
various positions need to be connected in some structural way so that their work can 
be coordinated. These relationships create problems for cooperation, negotiation and 
decision-making.

13.3.3 Technology
726Technology provides the resources that employees use to perform their duties. It affects 
the tasks that they perform and the way tasks are carried out. Although technology al-
lows employees to do more work better, it also restricts employee interrelationships in 
various ways. Building a cohesive work group is one of the challenges that managers face.
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13.3.4 Environment
727All organisations operate in an internal and an external environment. They are part of a 
larger system and environmental factors such as legislation, economic conditions, unem-
ployment, labour practices and unionism are all factors that complicate relationships at 
work. Employees' attitudes, commitment and values are shaped by these environmental 
influences and for this reason need to be understood and managed.

Activity  13.1

Complete the following table by listing a few things employees do that affect the per-
formance of the organisation either positively or negatively:

728BEHAVIOUR THAT CONTRIBUTES TO THE PERFORMANCE OF THE 
ORGANISATION

7291 730Being productive

7312

7323

7334

734BEHAVIOUR THAT AFFECTS THE PERFORMANCE OF THE ORGANISATION 
NEGATIVELY

7351 736Absenteeism

7372

7383

7394

48Activity Feedback

Actions or behaviour employees engage in to enhance the performance of the organisation 
include the following:

 � attending training courses
 � cooperation and participation
 � adhering to rules and procedures

Negative behaviour or actions include:

 � non-compliance with health and safety regulations
 � arriving late for work
 � conflict between groups or departments
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740Although there is disagreement about the topics that constitute the subject area of OB, 
there is general agreement that OB includes the core topics of motivation, leadership, 
power, interpersonal communication, perceptions, conflict, attitudes and group structure. 
Consequently, managers will have to focus on managing those behaviours that have an 
influence on organisational variables such as quality, productivity, absenteeism, turnover, 
satisfaction, adaptability and development (Ivancevich & Matteson 2002).

741But why is understanding OB important? As we mentioned earlier, employees form the 
core of any organisation. If managers have a good understanding of individual behav-
iour, they will be able to manage employees more effectively. This in turn will result in 
improved individual and organisational performance.

742The complexity of managing people is best illustrated by the following scenario:

743JIMMY'S DILEMMA

744Jimmy was head of a large business team. He was also a keen sportsman. The team included  
20 people in the office and 20 salespeople located throughout the country. The company 
celebrated its 50th anniversary. Jimmy was allowed R100 per person to hold some sort of get-
together. The only condition was that it should be an event to which the entire team could be 
invited. What sort of event would appeal to everyone?

745Should he focus on the tight, young group in the office and plan a day of activities such as  
go-carting? Or should he ask for suggestions? Should he arrange a traditional dinner perhaps? 
When should the event be held, in the afternoon or evening?

746From the above it should be clear that it is an impossible task to please everyone. An 
important OB challenge for managers is to devise ways to motivate employees and keep 
them committed and loyal to the organisation. This is extremely difficult in times of poor 
economic conditions, takeovers, retrenchments and changes to policies on job security, 
advancement and compensation.

13ASSESSMENT

(1) What does organisational behaviour refer to?
(2) Why should managers have a thorough understanding of organisational behaviour?
(3) Discuss the key elements in organisational behaviour.

49Assessment Feedback

(1) You need to refer to the fact that OB investigates the impact of individuals, groups and 
structures on the behaviour of organisations.

(2) You need to remember that OB influences the productivity of the organisation. Managers 
want to optimise the productivity and effectiveness of the organisation and, therefore, 
should understand all the factors that influence it.

(3) In your discussion you should refer to people, structure, technology and the environment.
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SUMMARY
747In this study unit we explained the meaning of organisational behaviour and outlined 
the core topics of OB. To manage the organisational behaviour of employees, managers 
should be able to describe, understand, predict and control the behaviour of subordi-
nates. Without a sound knowledge of how perceptions, motivation, leadership, attitude, 
organisational structure, work conditions, etc affect an employee's behaviour, a manager 
will not be able to contribute to the success of the organisation through its people.

748In the next study unit we will take a closer look at the individual in the organisation.
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Study unit 14

The Individual in the Organisation

Contents

14.1 Introduction
14.2 Biographical Variables
14.3 Ability, Personality, Values and Attitudes
14.4 Motivation

Learning outcomes

After completing this study unit, you should be able to

 −  indicate how biographical characteristics influence organisational performance re-
garding productivity, absenteeism, turnover, adaptability and development

 − discuss the influence of an individual’s ability on performance
 − discuss the influence of an individual’s personality on performance
 − discuss the influence of an individual’s values and attitudes on performance
 − discuss ways of influencing employees’ motivation in the workplace

Key concepts

 � Ability
 � Personality
 � Learning
 � Values
 � Attitudes
 � Job satisfaction
 � Motivation

14.1 INTRODUCTION
749There are various reasons why people behave in a certain way. An employee may be rude 
with a customer because her supervisor refused to grant her study leave. In this case, the 
situation is responsible for the employee's behaviour. The employee can also be rude 
because she does not understand what the customer wants. It could even be the result 
of incompetence. In this study unit we will take a look at the variables that influence the 
organisational behaviour of an employee. We will start the discussion by taking a look 
at biographical variables.
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14.2 BIOGRAPHICAL VARIABLES
750The most common biographical variables that influence individual behaviour include 
age, gender and marital status.

14.2.1 Age
751The relationship between age and performance has become an important issue for the 
following two reasons:

1. There is a widespread belief that job performance declines with age.
2. The workforce is aging.

752Let us consider the influence of age on turnover, absenteeism, adaptability and develop-
ment. According to research, the older you get, the less likely you are to resign from your 
job. One of the reasons could be that as employees get older, fewer job opportunities are 
available. In addition, older workers are less likely to resign because their longer tenure 
provides them with higher salaries, longer paid vacations and more attractive pension 
benefits.

753You would probably assume that older employees have a higher absenteeism rate. It 
is not quite correct. Older employees have lower rates of absence, but owing to health 
problems, they may be more absent from work.

754Adaptability refers to an individual's ability to adjust to changing situations. Because of 
deeply embedded attitudes and values, it is often difficult for older employees to change 
their mindsets. Take, for example, their reluctance to share power and follow a policy of 
transparency. Not surprisingly, a culture change is the most difficult task to accomplish.

755Older employees might be less motivated to develop and learn new things because they 
have a comfort zone. In addition, often these employees have reached a career plateau 
and do not wish to advance any further.

14.2.2 Gender
756There is no significant relationship between gender and performance. Women are just 
as competent as their male counterparts. The only difference between them is women's 
absenteeism. They have higher rates of absenteeism than men.

14.2.3 Marital status
757There is no scientific evidence of the effect of marital status on productivity. Married 
employees, however, are less absent, have a lower turnover and are more satisfied with 
their jobs than their unmarried co-workers.
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Activity  14.1

Complete the following sentences:

(1) Older employees are less likely to resign because

(2) Women have higher rates of absenteeism than men because

(3) Men are better workers than women because

50Activity Feedback

Older employees are less likely to resign because there are fewer job opportunities for 
them in the labour market. It they resign from their jobs, they might lose certain employee 
benefits.

Women have a higher rate of absenteeism than men, because they have to take care of their 
sick children and attend school activities. Household chores are also their responsibility.

Men are better workers than women because … There is no evidence to prove the validity 
of this statement. Men and women are equally competent in their work.

There is not much a manager can do about an employee's age, gender or marital status, 
but it would help if he understands the impact these factors have on an employee's be-
haviour at work.

14.3 ABILITY, PERSONALITY, VALUES AND ATTITUDES
758Ability, personality, values and attitudes are learned characteristics. It is far more difficult 
for a manager to understand and manage individuals' learned responses than their bio-
graphical characteristics.

759
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14.3.1 Ability
760Ability refers to an employee's intellectual and physical ability and the fit between an 
employee's job and his ability.

761Jobs differ in the demands they make on incumbents. The higher up an employee gets 
in an organisation's hierarchy, the more intelligent and well spoken he must be. Physical 
abilities are more important in lower, less skilled and more standardised jobs. The chal-
lenge is to make sure that the abilities of an employee fit the ability requirements of the 
job. If an employee's abilities exceed the ability requirements of the job, job performance 
is likely to be adequate, but there will be organisational inefficiencies and a decline in 
employee satisfaction. In addition, the organisation pays for skills it does not utilise, which 
increases its labour cost unnecessarily.

14.3.2 Personality
762Personality refers to the customary ways in which an individual reacts to and interacts 
with others. The way an individual behaves is the result of hereditary and environmental 
factors, moderated by situational conditions.

763According to the heredity approach an individual's personality is the result of his gene 
structure. If your grandfather and father had dominant personalities, you are likely to 
have a dominant personality yourself.

764The environment in which we are raised exerts pressures on our personality formation. 
The environment includes our culture and the norms and values of our friends, fam-
ily and social groups. Can you think of a teacher that had a profound influence on 
your life?

765The situations we find ourselves in also influence the way we behave. A generally stable 
and consistent personality changes in different situations. A mother standing at a bus 
stop might lose her temper if her child's ice cream spoils her pretty dress. Had she been at 
home when this happened, this otherwise patient and calm mother would have laughed 
about the mess.

766The question that comes to mind is whether certain personality traits are valid predictors 
of employee behaviour or not. The answer is probably no, because traits are influenced 
by situational contexts.

767There are, however, a few major personality attributes that influence OB. The following 
personality attributes may help to predict behaviour in organisations:
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Locus of control The degree to which people believe they are masters of their 
own fate

Achievement 
orientation

The degree to which people continually strive to do things 
better

Authoritarianism The degree to which people believe that there should be  
status and power differences among people in organisations

Self-esteem The degree to which an individual likes or dislikes himself

Self-monitoring The degree to which an individual can adjust his behaviour 
to external situational factors

Risk-taking The degree to which an individual is prepared to take risks 
and chances

Activity  14.2

Complete the following table by indicating how people with these personality attributes 
will behave in an organisation:

High locus of control

Low self-esteem

Strong 
self-monitoring

Risk-aversion
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51Activity Feedback

A person with an internal locus of control believes that he determines his own life and con-
trols what happens to him. Such persons are known as "internals" and take responsibility, are 
result-driven, search for information before making a decision and attempt to control their 
environment. Externals, on the other hand, are people who believe in coincidence and fate. 
They do well in routine jobs that are well structured and whose success depends on compli-
ance with rules and procedures.

A person with a low self-esteem does not think much of his own abilities and does not expect 
to be successful. Such a person is more susceptible to external influences and depends heavily 
on positive evaluations from others. In managerial positions, people with a low self-esteem 
tend to please others and dislike making unpopular decisions.

Self-monitors show considerable adaptability in adjusting their behaviour to external situ-
ational factors. They behave differently according to each situation. Self-monitors do well in 
managerial and negotiating roles.

Risk-averse people dislike taking chances and are often hesitant to make decisions. When 
decisions have to be made, risk-averse people will minimise the risk by gathering as much 
information as possible. They do not succeed as stockbrokers, but as auditors being risk averse 
might prove to be an advantage.

14.3.3 Values and attitudes
768Values refer to a belief that a specific action or belief is personally and socially preferable 
to an opposite action or belief. Values have a judgemental element because they reflect 
an individual's views of right and wrong. Values help to understand people's attitudes 
and motifs.

769People with different values behave differently at work and their behaviour often leads 
to misunderstanding and conflict. A person's behaviour is the result of what he values 
and what is at the centre of his life.

770Some people, for example, are spouse-centred, meaning that marriage is the most satis-
fying, enduring, growth-producing part of their lives. People can also be family-centred, 
money-centred, possession-centred, church-centred or self-centred.

771If your life centre differs from that of your life partner, you may have difficulties when 
trying to solve problems or make decisions. Effective communication with your partner 
will depend on your ability to recognise the difference and understand why he or she 
feels the way he or she does.

772More often than not a person's centre is a combination of these and/or other centres. 
Depending on the external or internal conditions, one particular centre may be acti-
vated until the individual's needs are satisfied. Once they are, another centre becomes 
the compelling force.
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773The right principles create a solid foundation for the development of attitudes and behav-
iours. Let us look at practical examples of the responses that flow from different centres.

774Let us suppose that you intend to take your wife to a concert. You have bought the tickets 
and she is all excited. Four o'clock in the afternoon your boss needs your help that same 
evening to prepare for an important meeting at nine o'clock the following morning.

775If you are a spouse- or family-centred person, your main concern will be your wife. You 
will tell the boss you cannot stay, and you take your wife to the concert.

776If you are a money-centred person, your main thought will be the overtime pay or a 
potential raise. You will phone your wife and simply tell her that you have to work late 
and will assume that she understands that money comes first.

777If you are a work-centred person, you may be thinking of the opportunity to learn more 
about the job or to make a good impression on the boss and further your career. You 
may pat yourself on the back for being such a reliable, hard worker. Your wife should be 
proud of you.

778If you are a pleasure-centred person, you will inform the boss that you have already 
made arrangements and cannot work overtime.

779If you are enemy-centred, you may stay late because you know it will give you an ad-
vantage over your colleague who thinks he is the company's greatest asset. While he is 
off having fun, you will be working, sacrificing your personal pleasure for the good of 
the company.

780If you are self-centred, you will focus on what suits you the best. What would be in your 
best interest? To go out for the evening, or to work late and score some brownie points 
with the boss? How the different options affect you will be your main concern.

781By understanding the centredness of other people, it is easier to grasp why they react 
in a certain way.

782Attitudes are not the same as values, but the two are interrelated. Attitudes reflect how 
you feel because of your values.

14.4 MOTIVATION
783Much has been written about motivation, and you have probably forgotten the early 
theories of motivation, such as Maslow's hierarchy of needs. It is not our intention to give 
an account of the various theories of motivation, but we will discuss motivation in so far 
as it influences employees' behaviour.

784Motivation is not a personal trait. If it was, it would mean that a certain person will always 
be lazy or always be enthusiastic. This, of course, is not true. Motivation is the result of 
the interaction between the individual and the situation.
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785In an organisational context, motivation is the willingness to exert high levels of effort 
toward organisational goals, conditioned by the belief that an individual need will be 
satisfied (Hersey, Blanchard & Johnson 2008). In simple terms it means that a salesperson 
works hard to sell as many cars as possible so that the organisation makes a profit. At 
the same time the salesperson's need for extra money is fulfilled thanks to all the cars 
he sold. Motivation consists of three elements: (1) effort, (2) organisational goals and (3) 
personal needs.

786It should be evident that when someone is motivated, he tries harder. High levels of effort, 
however, are unlikely to lead to good job performance unless the effort is channelled in 
a direction that benefits the organisation. An effort that is directed towards the organisa-
tion's goals is the kind of effort that managers want.

787You are not expected to study all the theories of motivation, but you must know what 
motivates employees, and what managers can do to increase their employees' motivation.

Activity  14.3

Complete the following table by indicating what a manager could do to motivate sub-
ordinates under the following circumstances:

Type of employee Workplace practices to motivate 
employee

Family-centred employee who 
wishes to attend his children's 
school activities

Social and pleasure-centred 
employee

Employee who has a high need for 
achievement

Employee who recently got mar-
ried, bought a house and needs 
extra cash

52Activity Feedback

An employee who needs time off to attend his children's school activities might be allowed to 
work flexitime, provided the job does not require his presence from 08:00 to 17:00. Cashiers 
and customer service employees are not able to work flexitime, unless other employees stand 
in for them.
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A social- and pleasure-centred employee has a strong need for affiliation. The arrangement 
of social events could be delegated to such an employee. This type of employee likes to work 
with others on a project and does not mind sharing an office.

Employees who have a strong need for achievement are internally driven; therefore they need 
jobs that provide them with personal responsibility, moderate risks, challenging tasks and 
immediate feedback. Achievers do well in sales positions because such jobs provide them 
with freedom, personal responsibility, immediate feedback on their performance and the op-
portunity to take on moderate risks. This type of employee will also do well as project leaders.

An employee who needs extra cash can be motivated to work harder by linking his pay to his 
performance or allowing him to work overtime.

Because there are so many ways in which employees can be motivated to work harder, it is 
imperative that a manager knows and understands his subordinates to find unique ways to 
motivate them.

Other workplace practices that could enhance employees' motivation, include participative 
management, quality circles, performance-based compensation, flexible employee benefits, 
flexible work schedules (flexitime, a compressed work week, job sharing, telecommuting), job 
rotation, job enrichment or enlargement and self-managed work teams.

Whatever practices or techniques a manager uses to motivate his subordinates, the following 
guidelines must be kept in mind:

(1) Recognise individual differences.
(2) Use goals and feedback.
(3) Allow employees to participate in decisions that affect them.
(4) Link rewards to performance.
(5) Make sure that the system is fair and equitable.

14ASSESSMENT

Organisational behaviour and the performance of employees differ for a variety of  
reasons. Critically discuss the factors responsible for the way in which employees behave 
in the workplace.

53Assessment Feedback

You need to discuss biographical variables, ability, personality, values, attitudes and motiva-
tion because they influence the behaviour of people in the workplace.

SUMMARY
788This concludes the discussion of the individual in the organisation. In the next study unit 
we will discuss the role and importance of groups in the organisation.



172

Study unit 15

Groups in the Organisation

Contents

15.1 Introduction
15.2 Reasons for Joining a Group
15.3 Group Structure

Learning outcomes

After completing this study unit, you should be able to

 − explain what a group is
 − explain why people join groups
 − describe how norms influence the individual’s behaviour
 − discuss the influence of groups on job performance

Key concepts

 � Group
 � Norm
 � Conformity
 � Social loafing
 � Synergy

15.1 INTRODUCTION
789This study unit deals with groups. Two facts make this unit critical for your understanding 
of organisational behaviour. Firstly, the behaviour of individuals in groups is more than 
the sum of each individual acting on his own. When they are in groups, individuals do 
not act the same as when they are on their own. Secondly, work groups are a vital part 
of every organisation.

790What exactly is a group? A group consists of two or more individuals who interact, are 
interdependent, and who have come together to achieve particular goals. A formal 
group is defined by the organisation's objectives, while an informal group is neither 
formally structured nor organisationally determined and is formed for social purposes.
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15.2 REASONS FOR JOINING A GROUP
791There are various reasons why people join groups, and since most people belong to 
a number of groups, it is obvious that groups offer different benefits. The reason why 
people join groups is the human need for security, status, self-esteem, affiliation, power 
and goal achievement (George, 2008).

792Security: "There is strength in numbers", as the saying goes. Employees' feeling of inse-
curity is the primary reason for the formation of unions. By joining a group, we reduce 
the insecurity of standing alone. We feel stronger, have more self-confidence and show 
more courage to take on threats.

793Status: Belonging to a group gives status and prestige.

794Self-esteem: Group membership makes members feel important or worthy.

795Affiliation: People who enjoy regular interaction usually join groups to fulfil their social needs.

796Power: One of the appealing aspects of groups is the power they represent. What can-
not be achieved by individual action often becomes possible through group action. In 
addition, informal groups provide opportunities for individuals to exercise power over 
others. In informal groups, a member does not need a formal position of authority in the 
organisation to influence others.

797Goal achievement: Sometimes it takes more than one person to accomplish a task. In such 
instances, members join their talents, knowledge, experience and powers to get a job done.

Activity  15.1

Indicate the primary reason for joining a group in the following circumstances:

Reason for joining a group

1. Mary has joined a Bible study group at 
work.

2. Moses and Piet are unhappy about 
how they are treated in the workplace 
and have joined the trade union.

3. Lucy volunteered to head the so-
cial committee at work.

4. Rajban is an electrical engineer and 
a member of a group responsible for 
the commissioning of a new electrical 
station in Botswana.
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54Activity Feedback

As mentioned previously, there are various reasons why people join groups and, therefore, 
there could be more than one correct answer to each statement.

15.3 GROUP STRUCTURE
798Work groups are not unorganised. They have a definite structure that shapes the behaviour 
of members. Structural variables include leadership, roles, norms, group status, group 
size and the composition of the group. Owing to the limited scope of this topic, we will 
only discuss group norms and size in detail because they are important in explaining 
organisational behaviour.

15.3.1 Norms
799Have you ever noticed that spectators are quite silent when a striker prepares to kick a 
penalty goal, or that employees never criticise their supervisors in public? This is because 
they conform to the norm.

800Norms are standards of behaviour in a group that are shared by all its members. Norms 
tell members what they should or should not do under certain circumstances. Once ac-
cepted by the entire group, norms strongly influence the behaviour of group members.

801Formalised norms are written down and included in organisational manuals as rules and 
procedures. However, the majority of norms in organisations are informal and not written. 
Everyone knows how to behave in certain situations. Should a group member violate 
the norm, pressure will be exerted to bring his behaviour in line with it.

802Although each work group's norms are unique, there are some common classes of norms. 
The most common norms determine performance, appearance, social arrangements 
and the allocation of resources.

803Performance-related norms provide members with cues on how hard they should work, 
how to get the job done, their level of output and appropriate communication channels.

804Appearance norms govern issues such as appropriate dress, loyalty to the group and 
when to look busy.

805Social norms prescribe to members when it is appropriate to eat lunch, with whom to 
socialise, where to have lunch and which functions to attend.

806Allocation of resources covers pay, the assignment of particular jobs, the allocation of 
office equipment and granting leave during peak-time periods.
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807Norms play an extremely important role in shaping employees' behaviour because ac-
ceptance depends on a person's willingness to conform to group norms. A manager 
should, therefore, attempt to align group norms with organisational goals.

15.3.2 Size
808The size of a group affects the group's overall behaviour as well as that of each member. 
While smaller groups are faster at completing tasks than larger ones, larger groups are 
better at problem-solving and generating new ideas than smaller ones.

809One of the biggest challenges a group can face is social loafing. Social loafing is the 
tendency of group members to do less than they are capable of as individuals. As a result, 
the performance of a group is less than the sum total of individual performance. Synergy, 
on the other hand, results in an outcome bigger than the sum of individual efforts.

810What could be the cause of social loafing? Because some members feel that others in the 
group do not pull their weight, they also make a smaller effort. Another explanation is the 
dispersion of responsibility, which means that no one in particular is held responsible for 
what the group does. Consequently, some members are "free riders". It is for this reason 
that universities are against group assignments. In most cases only one or two students 
do all the work and the rest loaf.

811If we consider the size of a group, two factors are important. Firstly, groups with an odd 
number of members are preferred. Secondly, groups of five to seven members are best 
in representing both small and large groups. They are large enough to allow for diverse 
input, yet small enough to avoid the drawbacks of large groups, such as domination by 
a few members, the formation of subgroups, inhibited participation and taking too long 
to make a decision.

15ASSESSMENT

(1) Explain what a group is and discuss the purposes of groups in an organisation.
(2) Discuss the importance of norms and indicate how a manager can align them with or-

ganisational goals.
(3) What does social loafing refer to and how does a manager deal with such a problem?
(4) What is the difference between social loafing and synergy?

55Assessment Feedback

(1) When explaining a group and its purpose in organisations, refer to the fact that it con-
sist of two or more people interacting to achieve a particular organisational goal like 
increased performance or the completion of a specific project or task.

(2) You need to state that because norms determine the acceptable behaviour of a group 
and of employees under a manager, it will be the acceptable behaviour of a working 
group. These norms should focus the behaviour of the employees on the goals of the 
organisation.
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(3) Here you need to remember that social loafing means that some group members under-
perform, and managers need to focus the activity of a group consisting of preferably an 
odd number of members and not more than seven members.

(4) You have already indicated that social loafing means underperformance as a group. 
Synergy can be seen as the opposite of that. Discuss these opposites.

SUMMARY
812Any attempt to influence employees' behaviour must begin with recognising that groups 
are part of any organisation and that they prescribe how individuals should behave. At 
the same time, an organisation's strategy, structure, authority and reward system provide 
the climate in which the group operates.

813In the topic on people dynamics, we looked at OB from the perspective of both an indi-
vidual and a group. From the discussion it should be clear that there are various factors 
that influence the behaviour of individuals. A manager who understands the dynamics 
of OB should be well equipped to influence the performance of individuals and groups.

814This concludes the discussion on OB. In the next topic, we will cover contemporary HRM 
issues such as technology, e-HR and outsourcing.

815
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TOPIC 4

NEW WORLD OF HR

AIM OF THE TOPIC
816The aim of this topic is to give an overview of contemporary issues in HRM. The impor-
tance of technology, outsourcing and HRM's contribution to organisational success has 
received much attention lately and therefore we will take a look at these issues.

TOPIC CONTENT
817Study unit 16: Technology
818Study unit 17: Outsourcing
819Study unit 18: HRM's contribution to organisational success
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Study unit 16

Technology

Contents

16.1  The Changing Role of HRM
16.2  Human Resource Information Systems and e-HRM

Learning outcomes

After completing this study unit, you should be able to

 − discuss the role of technology in HRM
 − provide guidelines on the effective implementation of an e-HMR portal system
 − discuss the obstacles in the use of e-HRM

Key concepts

 � Technology
 � Human resource information system (HRIS)
 � e-HRM
 � Outsourcing

16.1 CHANGING ROLE OF HR
820The HRM function faces a number of challenges with regard to what it delivers, how 
it delivers, how effectively it delivers and to whom it delivers. According to Martin,  
Reddington and Alexander (2008), HRM has the following three goals (or drivers):

 � To make itself more cost-effective by reducing transaction costs and improving the 
efficiency of its services.

 � To improve its transactional and traditional services.
 � To address the strategic objectives of the organisation.

821It is believed that there is a fourth driver relating to the technology and HRM transforma-
tion debate. Not only their knowledge to implement innovation, but also their reputation 
is a major sustainable basis from which modern organisations compete. The reputational 
driver means that the HR function is also faced with meeting the long-term demands on 
organisations for conducting business in a different way. Organisations have to build a 
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reputation for ethical and sustainable practice, good governance and leadership, and for 
being a good employer.

822The evolution of HRM technology is no longer an option but a necessity. How well is the 
HRM function served by technology? It appears that HRM does not live up to expectations: 
personnel records are frequently held in various locations and systems fail to provide 
a complete picture of the workforce; mainframe payrolls and PC-based reward systems 
are unable to share common data; web-based recruitment tools invite applications on 
an international scale, yet they cannot be distributed in the organisation.

823The interface between technology and HRM has become a major research topic. Accord-
ing to Martin et al (2008), technology has three inter-related components:

 � Physical objects.
 � Activities or processes.
 � Knowledge to develop and apply the physical objects and processes to produce a 

particular outcome.

824In the workplace technology enables HRM to communicate electronically with all its 
internal stakeholders. The enablement of HRM is important for three reasons:

 � The increasing costs of administering human resources. At the same time, HRM staff 
needs more and more time to enforce policy and perform routine administrative tasks.

 � The increasing expectations and dissatisfaction of employees with HRM services. 
Employees' expectations of the type of personal information they want to access at 
work have increased considerably.

 � The growing need to free up scarce time for HRM practitioners so that they can focus 
on more strategic valued-added activities.

16.2 HUMAN RESOURCE INFORMATION SYSTEMS AND e-HRM
825The use of technology in HRM has grown considerably in recent years. Previously, hu-
man resource information systems (HRISs) were exclusively used for administrative and 
data recording purposes, but currently it is used in various processes such as recruitment 
and selection, flexible benefits and training and development. As technology improves, 
organisations use information systems to manage an increasing number of HRM pro-
cesses and to make information more available. A good information system can lead to 
a competitive advantage. There is, however, one condition, namely that HRM starts see-
ing technology as more than an administrative tool to improve transactions. Technology 
should help HRM to play a more strategic role in the organisation.

826We have referred to HRIS and e-HRM, but let us distinguish between these two concepts. 
HRISs contribute to the automation of systems used by the HRM function. Its main customer 
has been HR staff instead of employees and managers. Moreover, HRISs did not create a 
type of internal virtual value chain. For example, HRISs were used to automate systems 
such as payroll and personal information, often without the least attempt to make such 
data interactive or available to staff outside HRM. e-HRM, on the other hand, uses the 
internet, web-based systems and mobile communications technologies to change the 
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interaction among HRM staff, line managers and employees from a face-to-face relation-
ship to a technology-mediated relationship. e-HRM has begun to replace HRIS by way of 
a self-service relationship, customised content and greater individualisation of services 
(Martin et al 2008).

827The intranet and a portal are enormously attractive to the organisation, the HRM func-
tion and the individual. The wider availability of computers allows us to move beyond 
interactive operation. The intranet enables employees to share information, whereas a 
portal is used for internal two-way communication and employee or manager self-service.

828Let us look at a practical example. Employees are entitled to a certain number of leave days 
a year. However, it is easy to lose track of the number of leave days taken, and employees 
often have to find out from HRM how many days' leave they still have. Instead of phon-
ing a personnel officer, they use a self-service portal. They don't have to wait ages for a 
HR practitioner to answer the phone. A portal can also be used for downloading forms.

829Boroughs, Palmer and Hunter (2008) provide guidelines on the effective use of an e-HRM 
portal and advise that the following conditions are met:

 � Ensure that the bandwidth is sufficient. If the system is too slow, it will discourage 
employees from using it.

 � Personalise the intranet: feature photographs of people and tell their stories.
 � Update the intranet regularly – there is no use in loading outdated forms.
 � Support the intranet properly.
 � Simplify navigation and make it user-friendly.
 � Set it up as the default homepage in Internet Explorer.
 � Make it an indispensable tool, not merely a library. Employees need to use it to get 

information or service from HRM.

Activity 16.1

The following activity aims to determine your experience with technology. Let us assume 
that you work at a shoe factory and are entitled to 18 days' leave a year. You have already 
taken a few days' leave during the year, and cannot remember how many days you have 
left. You can sign in on your company's intranet to obtain the information. What steps do 
you need to follow to get the information you need? If you have never been employed, 
refer to the steps you take when you draw cash at an ATM.

8301

8312
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8334

8345
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56Activity Feedback

It will depend on the system of your organisation, but usually the following steps have to be 
taken:
(1) Sign on by using a password or your personnel number.
(2) Choose the HRM information option.
(3) Choose the Leave option.
(4) Choose Leave days.
(5) Print the report.

Imagine how much time you save because you do not have to wait until someone in HR 
answers the phone. Often the one who picks up the phone is not the person responsible for 
leave, and you have to wait until you get through to someone else.

16.2.1 Strategic goals of e-HRM
835The strategic goals of e-HRM arise from the HRM strategies and policies. These goals 
should address HRM's transactional or transformational goals. Transactional goals are 
aimed at reducing the costs of HRM services and improving HRM's productivity and service 
delivery to managers and employees. Transformational goals focus on freeing up time for 
HRM staff to address strategic issues instead of doing basic administration. These goals 
are also focused on transforming the contributions that HRM make to the organisation. 
The transformational goals also aim at extending HRM's reach to more remote parts of 
the organisation to create a sense of corporateness or internal integration.

16.2.2 Downside of e-HRM
836Although only the advantages of e-HRM are mentioned in literature, it is clear that e-
HRM also has some disadvantages for HRM staff and their internal clients. For example, 
the cost-saving aspects of e-HRM can disguise tensions about the wider organisational 
and relational impacts. Customer intimacy, a key driver of the perception of service qual-
ity, can be compromised if a transactional mentality driven by cost-reduction targets 
dominates the service delivery philosophy. Neglect of the human side of HRM must warn 
HRM professionals that they deal with individuals and provide a service. After all, their 
work is about people, not processes. e-HRM should therefore not be viewed as simply a 
technological solution to automate HRM processes and improve access to data, but also 
as an enabler of transformation in HRM and the entire organisation.

837If e-HRM allows HRM practitioners more time to focus on strategic, value-added activities, 
they stand a better chance of becoming strategic business partners. Taking the admin-
istrative work out of HRM's hands sounds right on paper, but will the remaining HRM 
staff have the ability to be more strategic? HRM directors will have to decide what skills 
and competencies are needed after the admin functions are automated. The perception 
that HRM is stuck in a primarily administrative role and incapable of being a strategic 
partner, is one of the largest obstacles HRM has to overcome.
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16ASSESSMENT

(1) Discuss the role of technology in HRM.
(2) Provide guidelines on the effective implementation of an e-HRM portal system.
(3) Discuss the downside of e-HRM.
(4) Distinguish between HRIS and e-HRM.

57Assessment Feedback

(1) In your discussion you should refer to how technology makes HRM more cost-effective, 
improves their services and assists them in reaching the strategic objectives of the 
organisation.

(2) You need to refer to the seven guidelines provided by Boroughs, Palmer and Hunter and 
discuss how they ensure a more effective e-HRM portal system.

(3) When discussing the drawbacks of e-HRM, you need to refer to its impact on customer 
intimacy, relationships and the transformation of HR and the organisation as a whole.

(4) Remember to specify which function of HRM will be automated by each of the two systems, 
and who the clients of these automated services are. See the discussion in section 16.2.

SUMMARY
838HRM is about adding value to the business. Effective human resource management and 
development are the critical enablers that allow the business to achieve its profit objec-
tives. As we move towards an economy that is increasingly service led and knowledge 
driven, the way that HRM becomes a holistic activity is emphasised.

839HRM's ability to support and automate is a critical link between HRM practice and perfor-
mance. However, it is crucial to decide what can or should be delivered through technol-
ogy and what requires human interaction. As we have pointed out, e-HRM does have its 
downside. It is the HR manager's responsibility as a strategic partner to determine how 
and when technology should be applied.
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Study unit 17

Outsourcing

Contents

17.1 What does Outsourcing involve?
17.2 Advantages and Disadvantages of Outsourcing
17.3 What Activities should be Outsourced?
17.4 A Virtual Organisation

Learning outcomes

After completing this study unit, you should be able to

 − define outsourcing
 −  discuss the advantages and disadvantages of outsourcing for the client and the 

outside service provider (OSP)
 − explain what a virtual organisation is and the main obstacles that it faces

Key concepts

 � Outsourcing
 � Virtual organisation

17.1 WHAT DOES OUTSOURCING INVOLVE?
840Should the HRM activity or function be included in the core business or should it be 
outsourced? Organisations have to decide if they want to focus on their core business 
and everything it entails, or if they want to reduce their costs and enhance their value. 
The decision to outsource or not should not be based on short-term financial gains, but 
rather on what the organisation envisages for its strategic future and architecture. This 
architecture should take into consideration the external provider market and how the 
organisation is to interact with it to their mutual advantage.

841Outsourcing has various meanings, but in essence it means that a set of activities that 
were once contained inside the ownership structure of the organisation is placed outside 
the organisation. Outsourcing also occurs when resources from outside an organisation 
are used to support the organisation's core business. For example, when Microsoft had 
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the vision to produce the Microsoft Xbox, it did not have the capability to design, manu-
facture and distribute it. These activities were simply outsourced to another company.

842Outsourcing means that the boundaries of the organisation have to be defined. Outsourc-
ing is about deciding when it is sensible to own capabilities in order to produce goods 
or provide a service, and when it is better to outsource them. This is called the "make, do 
or buy" decision. Organisations have to decide what it is important for their future suc-
cess. Do they maintain close control over and ownership of their capabilities to provide 
a full customer service, or do they hand them over because they do not need to own it?

17.2 ADVANTAGES AND DISADVANTAGES OF OUTSOURCING
843Table 17.1 outlines the opportunities and disadvantages outsourcing has for the client 
and the outside service provider (OSP).

844TABLE 17.1  Opportunities and disadvantages

OPPORTUNITIES FOR 
ORGANISATION

DISADVANTAGES FOR 
ORGANISATION

845OSP provides focus

846Technology support is updated

847Benefits of scale and scope

848Dedicated skills and expertise

849Decrease in overhead costs

850Availability of operational data

851Loss of control

852Opportunistic pricing model

853Limited benefit share

854Rigid specifications rigidly adhered to

855Increased coordination costs

OPPORTUNITIES FOR OSP DISADVANTAGES FOR OSP

856Business growth and extension

857Leverage

858High efficiency utilisation

859Capture undervalued skills from client

860Release creativity and motivation in staff

861Underestimating client complexity and 
underpricing

862Service expectations rise

863Contract retendered

864Source  Adapted from Martin et al (2008)
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17.3 WHAT SHOULD BE OUTSOURCED?
865The answer to this question is that non-core business activities and "back office" support 
are usually outsourced. Back-office operations, such as database recording and main-
tenance, often cause the least problems when they are outsourced. Their outsourcing 
usually results in lower operational costs.

866Outsourcing an activity or even a function does not mean that responsibility for its results 
is transferred. If an OSP fails to render the promised service, there may be financial penalties 
and other consequences. If the outsourcing client's customers are adversely affected, they 
do not complain to the OSP but to the client organisation. For this reason, organisations 
have to oversee the OSP's performance. As a result organisations are no longer business 
activity managers, but business relationship managers. This requires some retraining and 
changes in measurement and reward systems, which increases internal costs.

867Scope and scale are also important. It is possible to outsource activities or business pro-
cesses partly or as a whole. This goes for the whole HRM functional business scope as 
well. With soft outsourcing a service provider takes over the activities previously provided 
by the organisation's own resources and invoices the organisation for services rendered. 
Hard outsourcing means the service provider takes over the HRM functions and processes 
as well as the staff and other assets (Martin et al 2008).

Activity 17.1

Complete the following table by indicating if an HRM activity can be outsourced. You 
also need to indicate if a part of or the whole activity should be outsourced.

HRM ACTIVITY CAN IT BE OUTSOURCED? OUTSOURCE PART OF OR 
THE WHOLE ACTIVITY

HR Planning

Recruitment

Payroll

Training

Performance 
management
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58Activity Feedback

Various factors determine whether an activity or function is outsourced or not. For this reason 
there is not a straightforward answer to the question. Certain activities lend themselves to 
outsourcing. In the above example, HR planning and performance management are unlikely 
to be outsourced, because they are not typical back-office activities and require intervention 
by the organisation. Recruitment activities, such as advertising and headhunting, can easily be 
left to a service provider. Payroll administration is largely a data capturing and paper exercise 
and can also be outsourced. Because providers can easily take care of training, it is a waste of 
time and money if an organisation invests in training facilities and offerings. In-house training 
should only be offered if training is available nowhere else.

17.4 VIRTUAL ORGANISATION
868The concept of a virtual organisation is closely related to the process of outsourcing. 
Virtual organisations are not the conventional, vertically integrated and directed organisa-
tions we know. They are called "virtual" because all or most of their activities are contracted 
out. The result is a network of organisations that focus on doing everything as effectively 
as possible and act as if they were a single organisation. In other words, the network simu-
lates a single organisation. The construction industry is a good example. The architect 
acts as network integrator on behalf of the client and manages the entire process from 
the design and construction of the building to handing it over to the customer.

869Virtual organisations have a number of disadvantages. According to Martin (2006) these are:

 � The loss of proprietary knowledge when information and learning is provided to other 
members of the network.

 � The loss of potential profit owing to work that is contracted out. Contracting out implies 
that an organisation has less control over the business process.

 � The feasibility of networks, which depends on the attitudes of partners and the in-
formation available to them. In a virtual organisation, success often hinges on the 
personalities, emotional intelligence and motivation of individual managers.

 � The time and effort required to create virtual organisations.

17ASSESSMENT

(1) Define outsourcing.
(2) Discuss the advantages and disadvantages of outsourcing to the client and the OSP.
(3) What is a virtual organisation and what are the main obstacles it faces?

59Assessment Feedback

(1) In your definition you need to refer to ownership of the activities and how it will affect 
the structure and business of the organisation.
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(2) You need to refer to the opportunities and threats as discussed in this study 
unit, and how it will be to the advantage or disadvantage of the organisation (client) 
and the outside service provider.

(3) In your discussion you need to refer to the structure and focus of such an organisation as 
well as the importance of networking in it. You also need to refer to the disadvantages 
(or obstacles) identified by Martin.

SUMMARY
870HRM outsourcing is not only a way of reducing costs. It can also be transformational and 
can initiate a process of organisational and strategic change. The effective management of 
HRM outsourcing relies on creating and sustaining a good relationship with service provid-
ers. Even though it is not known how effective outsourcing really is, we can understand 
how information and communication technology affect business process outsourcing. 
The use of advanced internet technology has played an important role in the relationship 
between external vendors and client organisations. When business process outsourcing 
is well planned, an organisation is able to implement an HRM scorecard, improve HRM 
reporting and develop e-HRM.

871In the next study unit we will take a look at HRM's contribution to organisational success.

872
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Study unit 18

HR's Contribution to Organisational Success

Contents

18.1 Measuring HRM’s Contribution
18.2 A Balanced Scorecard

Learning outcomes

After completing this study unit, you should be able to discuss the balanced scorecard 
approach as a tool for measuring HRM’s value and contribution to the organisation.

Key concepts

 � HR scorecard
 � Customer perspective
 � Internal processes perspective
 � Learning and growth perspective
 � Financial perspective

18.1 MEASURING HRM'S CONTRIBUTION
873Modern HRM professionals need a balanced set of measures and processes to measure 
the value and contribution of HRM. Early approaches to HRM accountability include 
evaluating HR's management of its objectives, employee attitude surveys, HRM auditing, 
HR cost monitoring, HRM reputation and HRM benchmarking (Phillips, Stone & Phillips 
2001). However, these approaches do not really measure HRM's contribution and focus 
only on cost-saving issues. What is needed is something that measures HRM's value and 
contribution to bottom-line results. Measuring the return on investment (ROI) seems a 
promising tool for getting convincing data about the contribution of specific human 
resources programmes and processes.
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18.2 A BALANCED SCORECARD
874The balanced scorecard was developed by Robert S Kaplan and David P Norton in the early 
1990s. According to Brewster et al (2008) it forces managers to focus on critical measures 
and to look at the business from four perspectives (Smith 2007), namely:

 � a customer perspective
 � an internal business perspective
 � a learning and growth perspective
 � a financial perspective

18.2.1 Customer perspective
875The customer perspective focuses on how customers see the organisation. HRM's 
customers include management, line managers and employees. To measure how they 
feel about HRM, certain criteria are used, such as the quality of their service, the time it 
takes them to respond to enquiries and the extent to which they live up to expectations.

18.2.2 Internal business perspective
876The internal business perspective focuses on the issue of excellence. The organisation 
has to determine what it needs to do internally to meet its customers' expectations. It 
needs to determine what processes and competencies are needed to excel. Technologi-
cally advanced systems and strategic outsourcing are regarded as initiatives to increase 
HRM's contribution to bottom-line results. Integrating HRM functions and aligning them 
with organisational systems also measure HRM's ability to add value to the organisation.

18.2.3 Learning and growth perspective
877This perspective measures the extent to which the organisation or HRM engages in in-
novative and learning activities. Managers can monitor HRM's ability to provide new 
employee benefits, improve operating efficiencies, research e-HRM opportunities and 
implement new processes and systems to simplify HRM administration.

18.2.4 Financial perspective
878The financial perspective is based on a cost-benefit analysis and measures cost and 
savings of activities. Cost savings as a result of outsourcing, a lower staff turnover owing 
to improved working conditions, and increased productivity because contract workers 
are employed instead of permanent staff, are but a few examples of how HRM attempts 
to outline its contribution to bottom-line results.
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18ASSESSMENT

Briefly discuss the four perspectives of a balanced scorecard.

60Assessment Feedback

(1) In your discussion you need to refer to the customer perspective, the internal business 
perspective, the learning and growth perspective and the financial perspective.

SUMMARY
879From the discussion of this topic it is clear that HRM faces numerous challenges which 
require new and innovative responses. HRM has to become a technology-driven function. 
It also has to realise that it cannot afford to be regarded as an administrative function only, 
and consequently activities and processes are outsourced so that HRM professionals can 
focus on core issues and engage in strategic issues. Lastly, we looked at accountability is-
sues and we stressed that HRM has to measure its contribution to the bottom-line results 
of the organisation. The balanced scorecard provides a balanced set of measurements to 
determine how well the organisation or HRM meets expectations in terms of customer 
needs, internal processes, learning and growth initiatives and financial goals.

880This concludes the discussion of the new world of HRM. We trust that this module gave 
you an overview of the field of human resource management and prepared you for the 
challenges facing HRM.
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