Chapter 6 - Answers to review questions in textbook, page 144

1.
Discuss the changing dynamics of the workplace in the 21st century facilitating an increased emphasis on talent management.


Answer: (Introduction)
In the first decade of the 21st century there is a growing recognition of the changing nature of the employment relationship. The production base of advanced economies is evolving from an industrial to a service and knowledge focus. This has contributed to a shift in the nature of work, with the individual employee increasingly recognised as the primary source of competitiveness as discussed in chapter 2 of the prescribed book. As a result of this focus on the employee, the human resources (HR) function has the potential to assume an increasingly critical and dynamic role in generating a sustainable competitive advantage through people by focusing on the development of diverse policies, practices and systems to attract, retain and develop these key resources.

The recognition of the role of HR has come at a time of major change in the nature of the labour market. Increasing skill shortages in many advanced economies, combined with a generation of workers that are focused on employability rather than employment, has been the catalyst for a shift away from the traditional employer-employee relationship, and created a major change in the balance of power in this relationship. In addition, declining birth rates in most countries over the last two decades has, and will exacerbate a growing labour and skill shortage which is only now starting to become apparent. Although as Cappelli and Critchley argue, this may be more to do with contemporary employment and retirement trends than demographic issues associated with growing labour and/or skill shortages. Despite the differing perspective, it is clear that in this emerging world of work, if organisations are to remain competitive, the management of talented employees will be a key focus and fundamentally different to the latter half of the 20th century. Many recruitment advertisements ask for talented people, yet if organisations are lucky enough to recruit a talented individual, they often experience difficulty in engaging or retaining them. A new HR management trends namely talent management has emerged. This is linked to the required new perspective associated with building and retaining human resources to build a sustained competitive advantage.

2.
How has the psychological contract between employees and employers been affected by the new era of human resource management? Discuss.


Answer: (Sec 6.2)

The employment relationship has changed, employees will look for employability not employment and will want to change jobs often. Critchley argues that psychological contracts and engagement profiles will be substantially different for older workers. These trends indicate that organisations that are prepared to focus on attracting and developing talent, will be in a stronger position to retain key human resources as the so-called 'war for talent' intensifies. It is also clear that the way organisations seek to retain these highly skilled resources will have to change. This places human resources at the centre of policy and systems development to achieve outcomes that promote the organisation as an 'employer of choice' for increasingly discerning (potential) employees. The structural changes driving the 'war for talent' are widespread across many advanced market economies. This creates what Michaels et al describe as a "new" business reality in which management skills and ability to embrace a new mindset are critical - see Tables below.

Table 1
The Old and new business reality
	The Old Reality
	The New Reality

	People need companies
	Companies need people

	Machines, capital and geography are the competitive advantage
	Talented people are the competitive advantage

	Better talent makes some difference
	Better talent makes a huge difference

	Jobs are scarce
	Talented people are scarce

	Employees are loyal and jobs are secure
	People are mobile and their commitment is short term

	People accept the standard package they are offered
	People demand much more


Source:
Michaels, E., Handfield-Jones, H. & Axelrod, E. 2001. The War for Talent. Boston, Massachusetts, Harvard Business School Press, p. 6. Used with permission.

Table 2
The old and the new way of doing things
	The Old Way
	The New Way

	HR is responsible for People management
	All managers, starting with the CEO, are accountable for strengthening their talent pool

	We provide good pay and benefits
	We shape our company, our jobs, even our strategy to appeal to talented people

	Recruiting is like purchasing
	Recruiting is like marketing

	We think development happens in training
	We fuel development primarily through stretch jobs, coaching and mentoring

	We treat everyone the same and like to think that everyone is equally capable
	We affirm all our people but invest differently in our A, B and C players


Source:
Michaels, E., Handfield-Jones, H. & Axelrod, E. 2001. The War for Talent. Boston, Massachusetts, Harvard Business School Press, p. 16. Used with permission.

From the above it is clear that the way of doing business will change. 

3.
Discuss the reasons for the perceived increasing skill shortages.


Answer: (Sec 6.3.4)

In this new era employees are looking for work that provides opportunities and is challenging. As Michaels et al note “Talent rarely arrives fully developed…People possess vast amounts of potential that, when nurtured and challenged can be brought to full bloom.” In other words, organisations must develop their talent at all levels and weave it into the culture. Old approaches to development noted that development just happens, it means training, the unit owns the talent, only poor performers have development needs and that a few lucky people find mentors. The new approaches to development see development as woven into the fabric of the organisation, challenging experiences coaching feedback and mentoring. According to the new approaches to development the company owns the talent and people move easily around the company, everyone has development needs and they receive coaching and mentors are assigned to all employees with high-potential.

This is closely linked to areas such as job design, job analysis and team-building, which, contribute to the day to day experience on the job; determining what people actually do at work, and how effectively they do it. Boxall, Macky and Rasmussen have identified, in a review of the labour turnover and retention in New Zealand that one of the main reasons why respondents left their employer was to pursue more interesting work elsewhere. In an environment characterised by skill shortages and an increasingly discerning workforce, it is imperative for employers to review how jobs are constructed and connected.

Another critical factor in the retention of skilled workers is the provision of training and development. Edgar and Geare's study of aspects of HRM that are important to employees identified training and development to be of 'paramount' importance. Boxall et al also identified training opportunities as a determining issue in the decision made by employees to leave their employer. This reinforces the point that human resource management and development assumes an increasingly significant role in the retention of key employees. Resistance to investment in human resources may reflect the traditional approach of many organisations and industries, particularly those reliant on immigration and poaching to solve skill shortages. In addition, organisational resistance to heavy investment in career development may reflect the changing psychological contract between employers and employees. Employees are choosing to manage their own career by moving between organisations. Employers may therefore be questioning the value in investing heavily in training and development opportunities for employees who may not stay. Nevertheless, as Edgar et al point out, training and development are still considered to be critical issues in employee retention and as such, should be recognised as important lures in the 'war for talent'.

4.
Define the concept of 'talent'.


Answer: (Sec 6.2)

Talent is the sum of the person's abilities - his or her intrinsic gifts, skills, knowledge, experience, intelligence, judgement, attitude, character and drive. It also includes his or her ability to learn and grow.

5.
Discuss strategies for dealing with the 'war for talent' from a human capital/resource based perspective.


Answer: (Sec 6.1)

The attraction and retention of employees has become an increasingly significant aspect of contemporary HRM. A review of the literature reveals two theoretical perspectives which provide a framework to analyse the strategic approach linked to the long-term development of the organisation's human resources. 

(1) The first is human capital theory, which links investment in the organisation's key asset, its employees, to increased productivity and sustained competitive advantage. The strategic aspect is the long-term enhancement of the firm's resource base by linking employee skill development with retention through training and development, career management and progression. This is also consistent with the second theoretical perspective.

(2) The resource based view of the firm (RBV) is the second theory and the focus of the RBV is on an organisation retaining and developing these human resources through investments such as human resource development (HRD) strategies. This will ensure that these assets become valuable, rare and difficult to imitate, enhancing further the organisation's competitive advantage. Many scholars have adopted these theoretical approaches in interpreting the essential elements in building a competitive organisational advantage.

The strategic focus on the management and development of human resources can be linked to the deliberate promotion of HRD strategies as a catalyst for the attraction and retention of talented employees. This has led to an increased focus on HRM as a platform for building a competitive advantage. A critical element is the strategic development of diverse strategies for staff enhancement and development as important attraction and retention tools. Organisations taking the strategic course will seek a long-term and diverse approach to managing and investing in their human resources, to ensure that appropriate training and development is available to all employees.

The management of learning and knowledge within organisations in an ever more complex role for HRM in the creation of a competitive advantage; a theme which is increasingly reflected in the literature. In a dynamic environment, this means that the organisations must commit resources to develop a diverse and adaptive approach, to ensure that each area within the organisation has access to appropriate levels of training and development to meet diverse organisational objectives.

6.
(a) List the key findings from the 1998 McKinsey report and its recommendations; (b) How has the scenario depicted in this report been criticised?


Answer: (Sec 6.2)

The report highlighted the importance of the coming skill shortage crisis. The report identified that the principal corporate resource over the next 20 years will be talent which, due to identified demographic changes, would become increasingly difficult to find and costly to battle for. The research recommended a fundamental change in organisations' human resource practices including finding more imaginative ways to attract and retain this talent. The report also identified that 75 per cent of organisations in their survey either did not have enough talent or were chronically short of talent. This shortage was also highlighted by another survey undertaken in 2006. In January 2006, staffing service provider Manpower Inc conducted a Talent Shortage Survey of nearly 33,000 employers across 23 countries and territories. The survey asked employers which positions they were having difficulty filling. The following results were found in order of importance:

1
Sales representatives

2
Engineers

3
Technicians (primarily production/operations, engineering and maintenance)

4
Production operators

5
Skilled manual trades (primarily carpenters, welders and plumbers)

6
IT staff (primarily programmes/developers)

7
Administrative/personal assistants

8
Drivers

9
Accountants

10
Management/Executives

It has been criticised by different authors: 

· They acknowledge the changing demographics but argue that the critical flaws are that they assume employment strategies and relationships will not adapt accordingly. 

· Other authors argue for a fundamental rethink in the nature of employment. 

· The retirement concept in advanced economies and re-engagement of the post-50 age group or sector of the workforce needs to be re-examined. Secondly, there needs to be policies developed to attract and retain a multi-generational workforce.

What the McKinsey report and others as well as their critics do agree upon is the need for more creative human resource practices to attract and retain talented employees. 

7.
(a) Outline the critical characteristics of a talent mindset and (b) how this differs from the old view of management.


Answer: Table 6.3

	Old talent mindset
	New talent mindset

	A vague notion that "people are our most important asset"
	A deep conviction that better talent leads to better corporate performance

	HR is responsible for people management
	All managers are accountable for strengthening their talent pool

	We do a two-day succession planning exercise once a year
	Talent management is a central part of how we run the company

	I work with people I inherit
	I take bold actions to build the talent pool I need


8.
(a) Define an employee value proposition and (b) outline the items McKinsey found to be strongly and causally related to employee satisfaction.


Answer: (Sec 6.3.2)

A winning employee value proposition of EVP is defined as everything an employee experiences within an organisation including intrinsic and extrinsic satisfaction, values, ethics and culture. It is also about how well the organisation fulfils the employees' needs expectations and aspirations.


Table 
What employees are looking for
	Exciting work                                            
	Great Company

	Interesting, challenging work

59%*
	Company is well managed


48%

	Work I feel passionate about

45%
	Good relations with by boss


43%

	Development
	I like the culture and values


39%

	Career advancement opportunities
37%
	I trust senior management


39%

	Long-term commitment to me

35%
	Wealth and Rewards

	Build skills to boost career

35%
	Recognised, rewarded for my individual contribution 39%

	Snr management commitment to me
30%
	Substantial wealth creation opportunity

36%

	High performance promoted

28%
	High performers paid more


31%


*% of respondents who rate the item critical in their decision of which company to join or stay with

Source:
Michaels, E., Handfield-Jones, H. & Axelrod, E. 2001. The War for talent. Boston, Massachusetts: Harvard Business School Press, p, 45. Used with permission.

It is evident from the results in this table that intrinsic factors such as having interesting, challenging work that one is passionate about are rated highly by employees when considering the place of employment. These factors are followed closely by good culture, commitment, support and career advancement. It is interesting to note that pay and wealth creation were in the bottom quartile suggesting that extrinsic factors are not the main drivers in attracting and retaining talent.

9.
As noted by Michaels et al (2001) in this new era of human resource management, employees look for challenge and opportunities. Discuss how organisations can approach this through employee development.


Answer: (Sec 6.3.4)

In this new era employees are looking for work that provides opportunities and is challenging. However this is often given lip service in many organisations, in particular, the Anglo-American world. Michaels et al note "Talent rarely arrives fully developed ... People posses vast amounts of potential that, when nurtured and challenged can be brought to full bloom." In other words, organisations must develop their talent at all levels and weave it into the culture - see table below. This is closely linked to areas such as job design, job analysis and team-building, which, contribute to the day to day experience on the job; determining what people actually do at work, and how effectively they do it. Boxall, Macky and Rasmussen have identified, in a review of the labour turnover and retention in New Zealand, that one of the main reasons why respondents left their employer was to pursue more interesting work elsewhere. In an environment characterised by skill shortages and an increasingly discerning workforce, it is imperative for employers to review how jobs are constructed and connected.

Another critical factor in the retention of skilled workers is the provision of training and development. Edgar and Geare's study of aspects of HRM that are important to employees identified training and development to be of 'paramount' importance. Boxall et al also identified training opportunities as a determining issue in the decision made by employees to leave their employer. This reinforces the point that human resource management and development assumes an increasingly significant role in the retention of key employees. Resistance to investment in human resources may reflect the traditional approach of many organisations and industries, particularly those reliant on immigration and poaching to solve skill shortages. In addition, organisational resistance to heavy investment in career development may reflect the changing psychological contract between employers and employees. Employees are choosing to manage their own career by moving between organisations. Employers may therefore be questioning the value in investing heavily in training and development opportunities for employees who may not stay. Nevertheless, as Edgar et al point out, training and development are still considered to be critical issues in employee retention and as such, should be recognised as important lures in the 'war for talent'.

Table 
The old development strategies vs The new development strategies
	Old approaches to development
	New approaches to development

	Development just happens
	Development is woven into the fabric of the organisation

	Development means training
	Development primarily means challenging experiences, coaching, feedback and mentoring

	The unit owns the talent
	The company owns the talent; people move easily around the company

	Only poor performers have development needs
	Everyone has development needs, and receives coaching

	A few lucky people find mentors
	Mentors are assigned to every High-potential person


Source:
Michaels, E., Handfield-Jones, H. & Axelrod, E. 2001. The war for talent. Boston, Massachusetts: Harvard Business School Press, p. 98. Used with permission.

10.
(a) What are the key factors in making SoftwareCo an employer of choice? (b) Are these factors transferable to other organisations?


Answer: (Sec 6.5)

SoftwareCo is an employer of choice because they developed a partnering programme with its network of distributors and customers. In doing this partners were provided with staff who were appropriately skilled to on-site project management and these staff members were provided with opportunities for career and skill development.

The organisation’s core knowledge, skills and ability of the IT staff has grown. They aim to attract potential IT staff by providing in-house training and development and employment within SoftwareCo and their partners. Employees striving to become independent contractors received assistance from the company to set up their own businesses which are contracted back to the company which implies that work is guaranteed and SoftwareCo saves cost in terms of full-time employment. 

To ensure that this is successful the organisations has restructured to accommodate this. The employee turnover has decreased and they have been able to identify key competencies for entry-level positions including customer service, problem solving and the like. They also provide management training that will assist employees with their career path. The result of all their efforts is that they have a waiting list of potential employees.

The question whether these factors are transferable to other organisations remains. Some of the elements may be transferable but SoftwareCo has a unique body of knowledge and the culture they have created will not be easily copied or transferred. Some of the ideas they have implemented can be transferred but it will not be possible to merely duplicate.
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