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Management of  Human 

Resources and Productivity 

By Harish C. Jain 

McMaster University 

In mos t  enterprises, management of human resources falls 

wi thin the purview of the personnel and indus trial relations (P & I R) 

1 
dep artments. The P & I R function provides for effective utilization 

of human resources to achieve enterprise objectives (e. g. survival 

and growth) and employee s atisfaction and development. Effective 

managers must include the P & I R function in their strategic deci-

sions if they and the organization are to survive and prosper; the 

managers are responsible for the effective utilization o f  all resources 

such as money, equipment, and materials, including the peop le resource. 

P & I R activities are carried out by P & I R specialists 

and include collective bargaining, collective agreement adminis tration, 

recruitment, selection, compensation and incentive programs, health 

and s afety, job analysis and evaluation, training and development etc. 

As Glueck (1978) has pointed out, these activities are essential to 

the achievement of the enterp rise ' s  objectives. They provide the 

necessary human resources, develop and maintain these resources to 

optimize present and future economic potential; anticipate, prevent 

and solve employment problems; and develop, maintain a quality of 

1
According to French, personnel departments, containing more than 
one full-time employee, begin to appear when companies reach a 
size of  two hundred or more employees, and sometimes earlier, Wendell 
French, The Personnel Management Process :  Human Resources Adminis­
tration, 3rd edition, Boston : Houghton Mifflin, 1974, p. 704 . 
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worklife to make emp loyment a desirable personal and social 

situation. According to Glueck (1978) , these are crucial variables 

in determining whe ther the organization is effective, moderately effec-

tive or very effective. 

Effective management o f  human resources, therefore, is 

positively related to the productivity and growth of an enterprise. 

A model, illus trating these hypo thesized relationships is given 

below in Figure 1. 

As Figure 1 shows, the quality and professionalism o f  

managers and quality, s trength and professionalism o f  P & I R staf f 

and the P & I R function in an enterprise contribute to the effective 

management o f  human resources. The latter results in the job s atis-

2 faction and productivity in the workforce of  the enterprise which 

in turn is related to the productivity and growth o f  the enterprise. 

These relationships are not causal but correlational.
3 

2Based on an extens ive survey o f  the literature, Katzell & Yankelovich 
(1975) have pointed out that achieving the dual obje ctive o f  job s a­
tisfaction and productivity "is far more difficult and complex than 
improving job at titudes alone without respect to productivity or  vice 
versa; the two out comes can be success fully linked if a number of condi­
tions are met; and that the task of affecting these out comes is primarily 
managerial in character, more particularly the management o f  human 
resources • • •  It means that the specific task o f  mobilizing human resources 
to maximize quality of working life (o r job s atisfaction) and economic 
performance at the same time is largely a matter o f  sound managerial 
practices, many of which lie within the current state of the art, if 
employed correctly • • •  " See Raymond A. Katzell and Daniel Yankelovich & 
o thers, Work, Productivity, and Job Satisfaction : An Evaluation of Policy­
Related Research, New York: New York University, January 1975, pp. 23-24. 

3
This is because capital equipment, new technology and marke ting strategy 
may be equally important in determining levels of  productivity. 
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FIGURE 1 
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A brief review of the pertinent literature will be 

provided in order to illustrate the variables underlying Figure 1. 

Quality and P ro fessionalism o f  Managers 

In a comparison of managerial recruitment and promotion 

patterns and economi c performance between the United States and 

Canada, Daly (1979) found that Canadian managerial practices and 

e conomic performance lag behind developments in the United States. 4 

For instance, by 1970, almost two-thirds o f  the managerial group in 

the United States had a university degree. The proportion of manage-

ment with a university degree in Canada, however, was less than 25 

percent in 197 1, (well below 63 percent in the United States in a 

comparab le year), and about what had been achieved in the United States 

during the 1940's. Daly goes on to show that promotion to senior 

positions in Canada emphasized seniority and experience with the 

organization rather than formal training and initiative o f  younger 

managers that was emphasized in the United States . As a result, 

Daly suggests those who move into senior  management levels in Canada 

move into positions of middle and senior management later in their 

working lives than in the United States. In addition, the propor-

tion of the Canadian elite that come from the upper class was even 

higher in the early 1970's than two decades earlier, and this was 

more pronounced for younger than older managers. 

4
In economic performance, for example, Daly points out that levels 
of output per man hour in Canadian manufacturing in 197 7 and 1978 
compared to what they had been in the United States about a decade 
and half ago, and that, the diffusion o f  new technology was some­
what s lower in Canada as well. See, D. J. Daly, "Canadian Manage­
ment : Past Recruitment Policies and Future Needs",  revised draft, 
September, 1979. 
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He concludes that the low proportion of  Canadian managers 

with relevant university training reflected company selection and 

promotion patterns and no t just the composition and availability 

of persons with relevant education and experience. 

While it may not be possible to show a causal connect ion 

5 
between Canadian economic performance, diffusion rate of new 

technology, and the quality of managers, it is, nonetheless, possible 

that faster promotion of young people into middle and senior manage-

rial positions and more p riority on managerial education and training 

can be help ful in achieving efficiency, competitiveness and adaptabi-

lity through faster adoption of new technology and narrowing the gap 

between current and best practices. 

In addition to managers, effective management of human 

resources is also significantly affected by the strength, quality 

and professionalism o f  P & I R managers and administrators. 

The Strength and Quality of P & I R s taff in Canada :  In 

a s tudy (1975) based on the 1971 Census Kumar provides a labour 

market analysis o f  the P & I R staf f in terms of their training, 

education, experience, authority and economic status in the Canadian 

5
The lack of  causal connection between managerial characteristics 
and p roductivity is difficult to show because it is not easy to 
measure the essential characteris tics and attributes of  the mana­
ger, such as skills in organizing, p lanning and decision-making, 
or the ability to communicate, to be flexible, to deal with s tress 
and uncertainty, to take risks and to lead. These managerial 
characteristics are not eas ily quantifiable, and therefore, do no t 
fit neatly into cos t-benefi t  analyses or other measures of producti­
vity . See Max B. E. Clarkson, "Canadian Business Review", Spring, 
1979. 
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industry. He found that : (a) the size and depth o f  the P & I R 

function was not adequate in relation to the task. For instance, 

the size o f  overall P & I R manpower (P & I R staff ratios), par-

ticularly the number of managers, was small; (b) a majority of the 

P & I R managers and administrators were in their early forties; 

(c) against the background of gowing pro fessionalism and comp lexity 

in P & I R, the P & I R staff in Canada was under-educated and 

under-trained;
6 

(d) P & I R managers occupied a low status in the 

management hierarchy, as re flected in their relative earnings; arid 

(e) enterprises showed a lack of awareness about the signi ficance 

o f  the P & I R functions. These findings and analyses are consistent 

with anecdotal evidence that in many companies in Canada, the respon-

sibilities of P & I R dep artments have been confined to insignificant 

kinds o f  activities. 

It seems clear that lack of p rofessionalism and quality o f  

managers has also affected the quality and p rofessionalism o f  P & I R 

p ractitioners, and the strength o f  the P & I R function in Canada. 

Kumar's conclusions (1975) concerning the strength o f  the 

P.& I R function have also been documented in other studies. 

An intensive study o f  P & I R policies and practices in 

twenty large and medium-sized companies, for the Royal Commission 

on Corporate Concentration by Murray & Dimick (1976) found that policies 

on staf fing were ad hoe in nature and were determined at lower organiza-

tion levels . For example , forecasts o f  manpower needs and supplies were 

rarely p art of the business plans of these organizations; training and 

6
1n the United States, most P & I R managers have college degrees, in 
Canada, most do not. See, William F. Glueck, Personnel :  A Diagnostic 
Approach, rivised edition, Dallas : Business Publications, 1978, p.  10. 
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development grew out o f  immediate problems and available solutions, 

rather than out of a strategic approach to the utilization of 

people, the developing of  careers, or the careful analysis of  job 

requirements. On the other hand, policies which dealt with compens a-

tion and related matters ranked high in both formulation and in the 

level at which the policy de cisions were taken • 

.Another study (1979) o f  the contemporary personnel practices 

in 216 Canadian firms revealed that personnel departments tended to 

be less involved in primary decisions, even when the decision items 

are commonly believed to fall into personnel's area o f  control. For 

instance, the personnel departments rarely participated in decisions 

determining the type o f  wage incentive plans to be implemented, the 

1 f h 1 d . . f l" . 7 actua coverage o sue p ans, or  eviations rom pay po icies. 

A recent report (1979) o f  the Special Committee on the Review 

o f  Personnel Management and the Merit P rinciple in the federal public 

service found even more severe P & I R problems (relative to the 

problems of human resource management in the private sector in 

Canada). The Committee (19799 p. 5) found " (l) absence o f  a corporate 

management,hence of leadership; absence o f  any philosophy o f  management, 

a pub lic service organization without a head; (2) excessive and 

7rn this study, both size and ownership differences, however, were 
found to have a significant impact on the level o f  influence-authority 
afforded personnel departments. Thus, the larger the firm (e. g. , having 
more than 1, 000 employees) the greater was the level o f  influence­
authority. Also, personnel departments functioning within organiza­
tions with American parent companies were found to have higher levels 
o f  influence-authority than their counterparts in Canadian-owned 
Iirms. Despite these dif ferences, the levels of the P & I R depart­
ments influence-authority varied from decision-area to decision area. 
See, Laird W. Mealie & Dennis Lee, "Contemporary Personnel Practices 
in Canadian Firms : .An Empirical Evaluation", Relations Industrielles, 
(forthcoming). 
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inflexible regulation; slavish adhence to universally applied 

regulation in the name of merit at the expense of  efficiency and 

effectiveness; (3) arising from (1), managers and supervisors who 

are poorly equipped to manage, no requirement that they undergo 

even minimally essential training, ·and low priority accorded 

training; (4) no accountability for effective personnel management. " 

Relative to the P & I R problems in the private and public 

sectors in Canada, a Conference Board survey (197 7) of  over 700 

companies on the organization and management of P & I R function 

indicated that the corporate P & I R staff planned and controlled 

such key areas as (1) the overall staffing of the company, long and 

short term; (2) the overall effectiveness of the organization in 

terms o f  worker productivity, employee satisfaction, and the com­

petitiveness o f  its incentive and reward systems; and (3) the over-

all effectivenes s o f  the company's efforts to comply with the law, .. 

and to deal with government agencies, unions and public interest 

groups in personnel related matters. In addition, the survey (197 7) 

found that top management had broadened their involvements in P & I R 

related policy planning and control activities; P & I R responsibilities 

took much more o f  the operating manager's time and energies than before. 

P & I R staffs had moved beyond their traditional service role to 

new planning, monitoring and evaluative roles, (1977 , p. ix) . 

The title of  Herbert E. Meyer's article in the Fortune 

magazine (1976) "personnel directors are the new corporate heroes," 

captures the current importance of personnel managers in at least 
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a small number o f  organizations in the United States. Meyer sees 

P & I R as expanding in both importance to the organization and 

becoming an increasingly attractive career path for upwardly mobile 

managers. 

Thus, in at least the organizations surveyed by the 

Conference Board and the organizations cited by Meyer, P & I R 

function is being viewed as one that can make a positive contribu­

tion to the overall effectiveness and survival of the organiz ation. 

P & I R o fficials in such organizations seem to be well trained, 

well rewarded, and make substantial inputs into important decisions 

o f  all types. It must be emphasized, however, that these organiza­

tions are small in number� (Foulkes & Morgan, 1977). 

Evidence o f  the Inef fectiveness o f  P & I R Policies and Practices 

As noted earlier, P & I R staff lack professionalism in 

Canada and have low status in the management hierarchy. It is not 

surprising to find that many emp loyers lack formal P & I R policies 

and their P & I R practices are carried out in an extremely casual 

fashion. Dimick (1978) in an intensive survey of 20 Canadian companies 

found, for instance, that policies which dealt with staffing and 

achieving the integration o f  peop le with their jobs (e. g. performance 

appraisal, counseling, control and discipline) were least formalized 

relative to compensation policies. The degree of  formalism was con­

sidered important since a policy which was not formalized could not 

assure uniformity because the ambiguity of informal criteria left 

the way open for varying interpretations. 
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Similarly, there is evidence that in most cases, employers 

hiring standards, for instance, are implicit and subjective. Many 

emp loyers fail to validate their selection procedures either due 

to the fact that they do not collect the relevant data or when such 

data are available (for· examp le, on such matters as grievance patterns, 

turnover, productivity, absenteeism and worker attitudes) they are 

rarely analyzed as a means o f  discovering the validity or job related­

ness of their selection procedures, (Jain, 1974; Diamond et al. 1970; 

Doeringer and Fiore, 1971). 

The inf luence of these personnel policies and practices on 

employee behaviour are severe. For instance, lack o f  validation of 

hiring standards may lead to artificially high educational require­

ments. Berg (1970) points out that employers in his studies sought 

to justify their high educational demands by reference to the need 

for promoting workers into higher ranks, where their education will 

be needed. However, in many companies only a small percentage of  

those who were hired were ever promoted to such positions. Further, 

the more highly qualified were often no longer in the company when the 

opportunities for promotion arose. Their frustration with work that 

did not fully utilize their educational background led them to seek 

jobs elsewhere. 

It is well documented that most firms do not engage in 

forecasts of their human resource needs and supplies and the human 

resources are rarely part o f  business plans of these organizations, 

(Jain, 1974). For instance, lack o f  p lanning for human resources is 

evident in many emp loyers failure to assess skill needs, replacement 

schedules and recruiting strategies, ( G & M, Nov. 4, 1978, p. 4; 

Education and Working Cnnadians, 1979). 
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Available case studies also indicate that some comp anies decide 

on a location for a p lant and start construction without making any 

analysis of  their labour needs or the labour market in the area. 

When confronted with shortages, they end up importing labour or 

paying more for labour than they had anticipated. From a national 

point o f  view, this lack o f  p lanning can result in imbalances in 

labour structures such as shortages of human resources and reliance 

on immigrants; recent reports indicate that this is the present 

state o f  affairs in Canada, ( G & M, May 2 and May 3, 1979). Added 

to this is the practice of training emp loyees on the basis of  

immediate prob lems and available solutions rather than out o f  a long 

term strategic approach to the utilization of people, the developing 

of careers or the careful analysis of job requirements, (Murray a 

Dimick, 1976; Education & Working Canadians, 1979. ) 

A survey of 3,500 emp loyers carried out by the federal 

Commission on Educational Leave and Productivity in 1978 (Education 

& Working Canadians, 1979; Adams, 1979) indicated that only about 

20 percent o f  the enterp rises reported any training. Other surveys 

(carried out by the Employment & Immigration Commission covering 

44, 000 employers in 1969-70 and the Ontario Task Force on Industrial 

Training in 1968-1969 covering 7, 000 employers) also revealed that 

a majority o f  employers had no training scheme. Moreover, the 

training provided by industry is largely short term and sped.fie . 

For instance, the Commission survey (Education & Working Canadians, 

1979) indicated that on average only seven days training were pro-

vided to each trainee. Of those who were beneficiary to training 

!, 
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in 1978, 75 percent received five days or  less;  these data 

corroborate the findings from other surveys, (Statistics Canada, 

1973; Training for Ontario's Future, 1973). The Commission 

concluded that the training was so short that its adequacy was 

doubtful, (Education & Working Canadians, 1979, p. 116)� 

Personnel and Industrial Relations practices in Canada 

are also affected by the policies o f  the multi-plant and multi-

national companies. For instance, the locus of decision-making 

in collective bargaining may have consequences for Canadian plants 

and may be reflected in industrial strife, grievances etc. Whether 

multi-plant and/or multi-national comp anies have centralized or  

decentralized decision-making in industrial relations matters is 

a subject of great controversy in the literature. One study 

(Ash, 1976) points out that when it is deemed necessary the " corporate 

industrial relations department does get into the actions which are 

normally decentralized • • •  for example, collective bargaining is 

8
Another study of on-the-job training o f  apprentice machinists in 
93 companies in Ontari9 found that on-the-job training lacked 
consistency, uniformity, and standards. Instruction was unskilled, 
not well organized in the emp loyer's shops, and received a low 
p riority compared with production, see, The costs and benefits to 
employers of apprentice machinists in Ontario, Ministry of Colleges 
and Universities, Toronto, Feb. 1, 1978. Similarly, the recent task 
force reports sponsored by the Federal Department o f  Industry, 
Trade and Commerce indicate serious problems with the level of  
relevant knowledge possessed by supervisors and managers. Among 
those industries with the most serious managerial deficiencies are 
textiles and clothing, commercial printing, construction, food and 
beverage, footwear, furniture manufacture, and restaurant and food 
services, (Education and Working Canadians, 1979). 

-------------Il 
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de centralized, but with detailed, continuous reporting o f  local 

bargaining, the corporate department can and does step in (1) When 

the trend o f  the local bargaining may substantially affect more 

than one local unit; or (2) when unorganized units are organized 

for the first time; or (3) when management changes bring new, 

inexperienced management to the local bargaining table" , or, more 

generally, as Gunter (1974) suggests, "headquarters management 

seems to interfere in the industrial relations p olicies of  sub­

sidiaries where the overall operations of a corporation are 

endangered" . This may be also true o f  multi-p lant firms in national 

as well as international settings, (Thomson & Hunter, 1975). 

As the report o f  the Task Force on Labour Relations (1969) 

indicates, "an important consequence o f  centralization is absentee 

decision-making; considerab le care must be taken to guard against 

the situation in which participants to the collective bargaining 

process are mere message bearers and position staters for persons 

removed from the p laces where agreements are implemented • • •  " (p. 164).  

In Canada, apart from some multinationals, this has been or 

is currently the practice in the case of nationally owned multi-branch 

organizations such as Steinberg's (Tremblay 1977), and several Canadian 

banks . In the public sector, management organization with respect to 

collective bargaining varies between levels o f  government and creates 

varying degrees of comp lexity because of the locus of decision making . 

For instance, at the municipal level (Godenberg 1979), when negotiations 

reach a point where a choice must be made between a wage increase that a 

municipality feels unab le to pay and a work stoppage that would have 

adverse effects on the public, the locus of  decision making frequently 



- 13 -

shifts to the provincial government which will ultimately finance 

the who le or part of the settlement. 

This is equally app licable to the health and education 

sectors. For instance, in the case o f  hospitals and schools, whether 

the bargaining is at local, regional or p rovincial level, the central 

ro le of government in distributing funds to hospitals and schools has 

seriously undermined their autonomy as employers, according to 

Goldenberg (1979), even though contract administration remains the 

responsibility o f  local hospital and s chool boards. 

At the p rovincial and federal levels of government, a 

central agency acts as employer spokesman in negotiations. The 

majority o f  provincial governments have entrusted this function to 

their civil service commissions while the treasury board performs 

this function for the federal government. According to Goldenberg 

(1979) experience has shown that where government negotiators lacked 

a precise mandate to effect a settlement, particularly on monetary 

issues, they required constant recourse to the political authority 

for which they were simp ly the spokesmen. In such cases when it 

came to the " crunch" decisions were made at the cabinet level rather 

than at the bargaining tab le. 

In the situations des cribed above, locus o f  decis ion 

making has an important effect on the outcomes in collective bargaining. 

A study (Mikalachki, et al. 1970) conducted for the Task Force showed 

that there was a significant correlation between the remoteness of  

de cision making and labour-management conflict. The study based on 79 

structured interviews with union and management representatives found 

that co-operation (between labour and management) was as sociated with 

independence of  the lo cal organization from outside control and influ-
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ence. For instance, organizations which were not subsidiaries, 

not members of emp loyer associations, independent from central 

office control, final authorities during negotiations and which 

sought no outside help regarding industrial relations problems 

also tended to manifest more co-operative relations than did their 

opposites, (p. 34). 

It is difficult to say, on the basis of one study, that 

centralized decision-making is significantly correlated with industrial 

strife. Co-operation between labour and management is affected by 

numerous other variab les. Peterson & Tracy (197 7) in a nationwide 

survey o f  union and management negotiators in the United States found 

that "overall, bargaining behaviour and conditions seem to have as 

much effect on bargaining success as do the economic variables • • •  " and 

that " colle ctive bargaining is an interpersonal, attitudinal pro cess 

as well as an economic one • • •  " (p. 50). The studies by Cooper (1973), 

involving representatives o f  labour and management who had experienced 

a legal strike involving 100 or more employees between Jan. 1, 1971 

to June 1972 throughout Canada, Mikalachki et al. (1970) and Peterson 

& Tracy (197 7) confirm that labour-management co-operation is partly 

a function of management holding positive attitude toward th� union, 

the degree o f  trust and extensive s cope and degree o f  consultation 

between the p arties etc. 

This is exemp lified by evidence (Mutu 1979; L. M. I. 1978) 

indicating that more than one half o f  the time lost through strikes 

is due to strikes and lock-outs happening in conne ction with the first 

collective agreement. Failure to reach agreement on the first collec­

tive agreement may be due to an employer's opposition to unioni zation 

and collective bargaining either on ideological grounds or for pragma-
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tic reasons. It usually involves confl±ct on issues such as dues 

checkof f, lack of good faith bargaining and unfair labour practices. 

The current dispute between United Steelworkers of America and Radio 

Shack in Barrie, Ontario mainly involves the dues checkoff  issue. 

Lack o f  good faith bargaining and unfair labour practices are evident 

in recent decisions rendered by the Canada Labour Relations Board 

against the Canadian Imperial Bank of Commerce branches at Kamloops, 

B. C. , Toronto and Sioux Lookout and a Bank of  Montreal branch in 

Tweed, among others, (G & M, January 26, 1979, B-3). 

Where collective bargaining relationship has existed 

between the parties beyond the first collective agreement, limitations 

on the s cope of bargaining, as in the case of public sector labour 

relations in Canada, may also contribute to industrial strife.
9 

As Goldenberg (1979) points out, the range of  negotiab le issues in 

Canada is generally narrower in government service than it is in the 

private sector. In all jurisdictions, collective bargaining excludes 

the P & IR functions of recruitment, classification and promotion, 

and sometimes suspension and dismissal; these are exercised by civil 

service commissions. 

9
For instance, strikes in pub lic administration and public service 
(e. g. education and health) rose to 12. 3 percent in 1971 to 1975 
compared to only 5.8 percent in 1966 to 1970, (Jamieson 1979). As 
Jamieson (1979) notes, these public and quasi-public sector strikes 
accounted for 21 percent of the "major"·strikes of 300, 000 or more 
man-days, and 15. 5 percent of the " large" strikes of 5, 000 or more 
workers and/or 100, 000 or more man-days, (p. 19). 
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A serious prob lem (Goldenberg 1979) o f  keeping staffing and 

related matters outs ide the s cope of  collective bargaining in the pub-

lie sector legislation is that appeals on classification, and even on 

suspension and dismissal, are decided in many jurisdictions by a civil 

service conunission which may have been responsible for the original 

decision; it casts serious doubts in the emp loyees' and the unions minds 

on the objectivity o f  the system. 

In the case of  the federal government, however, the public service 

Employment Act requires the Public Service Conunission to consult with 

certified bargaining agents and the employer with regard to staffing 

and related matters. However, as the D'Avignon Conunittee (1979) has 

found, effe ctive consultation has "deteriorated into an intermittent 

exercise in which policies and procedures about to be implemented are 

explained to emp loyee representatives, with no possibility of change" 

since consultation had no means o f  impasse resolution; and that 

even the establishment in 1978 o f  the Joint Consultative Council (JCC) 

"cannot overcome the inherent structural weaknesses of the consultation 

process; the JCC has no means o f  imp asse resolution", (p. 217). 

Thus, centralized decision making, union management disharmony, 

lack of  formal P & IR policies, f ailure to plan for and train and deve-

lop human res ources as well as lack o f  validation or  job relatedness 

of P & IR p rocedures contribute to emp loyee turnover, absenteeism, grie-

vances, poo r  attitudes towards work, industrial strife et c. The impact 

o f  lack of sophistication in P & IR management might also result in lack 

of productivity and growth for the enterprise and the economy. In short, 

worker job s atis faction and productivity might both be affected.
10 In the 

lOE · 
· f b h · 1 . l" t t h b d ·t d xtensive reviews o e avioura science i era ure ave een con uc e 

over the last three decades to ascertain the degree of  relationship 
between job satisfaction and job performance, (Brayfield & Crockett, 
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behavioural s cience literature, job satisfaction has been found to 

be negatively related t o  absenteeism, turnover, grievances, accidents 

etc. while job performance has been found to be associated with emp loyee 

p roductivity (e. g. units of output, supervisory ratings etc. ). 

These findings concerning P. & IR policies and practices (e. g. 

centralized decision making, lack of validation etc. ) are suggestive 

rather than definitive. As Murray & Dimick (1976) have noted, no one has 

attempted  a survey o f  the whole gamut of P & IR policies and practices in 

Canada, nor has anyone carried out a comprehensive analysis o f  factors 

shaping these policies. 

An important reason for our lack of knowledge in the human 

res ource field arises from the fact that very few firms keep records o f  

various measures of  employee performance such as ab senteeism, turnover, etc. 

A 1977 survey (Robertson & Humphreys 1978) of 1, 600 firms in 

Ontario showed that only 17 percent of  the responding organizations 

(958 or 59. 8 percent) kep t absenteeism data and only 13 percent kep t data 

on labour turnover; this is true despite the fact that absenteeism and turn-

over were identified by more than one-third o f  the estab lishments (36 and 

37 percent respectively) as among their most  significant human resource 

1955; Herzberg et  al. 1957; Vroom, 1964; Robinson et al. 1969; S chwab 
and Cummings, 1970; Quinn et al. 1974). These inves tigations have 
concluded that the relationship between the two is so tenuous and 
variable that, if there is a causal connect ion, it mus t  either be 
intrinsically weak or  conditioned by other circumstances in the work 
situation, (Kat zell et al. 1975). In fact, Schwab & Cummings (1970) 
review of the literature led them to conclude that the relationship 
between job satisfaction and performances are so convoluted that they 
should be dealt with separately . This is because emp loyee attitudes 
(e. g. job satisfaction) and behaviour (e. g. performance) are affe cted 
by such variables as leadership and supervision, organizational reward 
systems, labour management relations, and organizational style, (S chneiper, 
1976). It is for this reason that Kat zell et al. (1975) have sugges ted 
that job s atisfaction and job performance may be associated because of 
one or more mechanisms such as better supervision or when better per­
formance leads or  is expected to  lead to greater rewards etc. ;  and that 
conditions necess ary for the operation o f  these mechanisms were that 
workers were motivated by the rewards available in that situation and 
they were able to control their performance, Katzell et  al. 1975). 

----4�, 
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prob lems. Moreover only five percent compiled productivity statistics , 

only three percent on lab our-management relations. 

The implications o f  these data are severe for the companies 

and the national economy. Let us take the example of  absenteeism 

to illustrate these implications. A recent study estimates the 

absenteeism cost to the economy o f  $760 a year an emp loyee or $21 

million a day (Sanderson, 1979). The yearly costs have been variously 

estimated at $26 billion in the U. S. (Steers & Rhodes, 1978) and $10 

billion in Canada (Financial Po st, October 22, 197 7). In a given 

week, according to Sanderson (1979, about 745, 000 people or about 

7. 6 percent of the labour force were absent from work for at least 

part of the week, (G & M, September 24, 1979, B-4). The costs to 

the individual enterprise have been es timated at $66 per employee 

per day in one United States study (Mirvis & Lawler, 197 7), while 

another study indicates that a firm emp loying 1, 000 people could 

s ave $150, 000 per year with a one percent reduction in absenteeism 

(Hawk, 1976). 

The Sanderson study (1979), based on Statistics Canada 

figures and research by private industry and provincial governments 

indicates that about 83 million days were lost to the economy through 

absenteeism in 1978. This is more than ten times the 7. 3 million 

11 
days lost through strikes and lockouts, (G & M, Oct. 4, 1979, p. l). 

11
Even the costs associated with lack o f  safety in the workplace do 
not seem to be higher than the estimates of  the costs of  absenteeism. 
For instance, in 1978 over one million Canadians were injured on the 
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Abseb teeism cost estimates cited above do not include the 

cost of employing more people than would be needed if attendance 

was perfect. One study found that, on average, firms employed ten 

percent more people to avoid the disruptive effects of  ab senteeism, 

12 
(Roberston & Humphreys, 1978). 

It  will be mis leading to suggest  that ab senteeism, turnover, 

industrial strife, indus trial accidents etc. are solely caused by 

the human resource policies and practices of organizations documented 

above. Turnover, for instance may also be influenced by numerous 

other factors such as the state of the economy, technological develop-

ments in the industry, the nature of the local work force, the indus-

try wage scale, government wage and unemp loyment policies, changes in 

demographic pat terns and the values and at titudes the employees bring 

with them to the job. However, reduced rates of absenteeism and turn-

over experienced by those firms that have taken steps to improve the 

quality of working life and '':intrinsic" aspects o f  work would sugges t 

that a great deal can be accomplished if more attention was paid to  

12 

job. Virtually half o f  all those injured were temporarily or  
permanently disabled. Compensation cos ts were calculated to  be  
around $970 million including associated out lays such as  los t  
production and hospital costs amounting t o  $4 billion p e r  year, 
see L. Alexander, speech t o  I. R. Seminar, Queen's University, 
Oct. 25, 1979). 

The study found that the cos t  o f  absenteeism ranged from one to 
three times the hourly wage rate o f  the absent worker, depending on 
whether employees were paid for days absent, whether absent employees 
were replaced and the degree of experience of those who replaced 
them. The co st of turnover ranged from $3,000 to $7,000 for the 
average employee, depending on the method of replacement. These 
figures included the cost of advertising, interviewing, training 
and orienting the new employee, lower productivity .due to inex­
perience and lost production resulting from the vacancy, see, 
Robertson & Humpreys, Labour Gazette, November/December, 1978 • 

1: 
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the management of  human resources. These include enhancing oppor-

tunities for advancement, increasing employee's involvement in 

decisions affecting their jobs, and trying to improve the nature 

of the work itself. 

For instance, in an extensive review of empirical s tudies 

on absenteeism, Muchinsky (1977) found that overall, job satisfaction 

has been found to be negatively related to absenteeism; in job facet 

s tudies, s atis faction with work has been found to have a consistent 

negative relationship to absenteeism and that other facets o f  

job satisfaction (e. g. co-workers, pay, promotion, and supervision) 

have not been found to be related to absenteeism, in mos t  studies. 

Muchinsky's review of the literature (1977) also revealed that 

employee attendance was be tter in those jobs that offered a greater 

d f d ·b·1· 13 
f h d" · d egree o autonomy an responsi 1 ity; most o t e s tu ies reviewe 

involved blue-collar workers. 

Muchinsky (1977) concludes that employee participation and 

b h . d. f. . 
14 hn. b f 1 h . . e aviour mo 1 ication tee iques seem to e use u tee niques in 

d . b . 15 
re ucing a senteeism. 

13
For ins tance, Turner and Lawrence (1965) reported an inverse rela­
tionship between the amount o f  autonomy and responsibility allowed 
on a job and abs enteeism in a sample of blue-collar workers. Simi­
larly, Hackman and Lawler (1971) found that absenteeism was negative­
ly related to the amount o f  autonomy and task identify present in 
a job in a s amp le o f  telephone operators and clerks. Last ly, Fried, 
Westman, and Davis (1972) reported that ab senteeism among factory 
workers was less for those emp loyees who could set their own pace 

14 

of work and who.could adjust or correct their machine, see Muchinsky 
{1977) • 

For examp le, one study (Pedalino and Gamboa 1974) des cribed a behaviour 
modification program that was particularly effective in reducing ab sentee­
ism. The investigators gave each employee who came to work and was on 
time a playing card from a poker de ck. At the end of the five-day 
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Employee particip ation and o ther related pro grams have been 

and are currently being used to reduce not only absenteeism but a 

variety of other indus trial problems such as turnover, drug abuse, 

accidents etc. For ins tance, employee p articipation has been the 

main thrust o f  quality o f  work life (QWL) experiments in the last 

few years. 

QWL Experiments 

The QWL experiments have been invariably called as "work 

innovations", "humanization o f  work", "work reform", "work restruc-

turing", "work design", "new forms o f  work organization" and "socio-

technical systems ". These terms, for ins tance, range from improve-

ments in QWL from an individual to company level encompassing 

individual (e. g. job enrichment), small group (e. g. autonomous work 

groups), dep artment, old or new plant and the entire organization. 

week the person with the highest poker hand won $20. Pedalino and 
Gamboa reported that absenteeism remained low foilowing termination 
of the pro gram. Their s tudy was one o f  the mos t  methodologically 
sound s tudies reported in this area, and through the use of  control 
group s, they were able to document the effectiveness of their p rogram. 
Pedalino and Gamboa concluded that both behaviour modification 
techniques and employee participation were processes that held 
p romise for reducing absenteeism, cited in Muchinsky (1977). The 
use o f  behaviour modification programs to reduce absenteeism has 
been discussed by Nord (1972) and Porter (1973), see Muchinsky (1977). 

15
How much absenteeism is controllable by managerial action? According 
to Mikalachki & Gundz (1979) " • . •  as much as one half of the absent­
eeism in a plant with an inactivity index of more than 8% can be 
eliminated by managerial action. Simple arithmetic suggests that 
a 1,000 person plant with that kind o f  inactivity rate stands to 
gain $600,000 per year through the absenteeism control. • •  " Inactivity 
Index = Time lost to absenteeism in period 

Time usually worked in the period 
x lOO%. 
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The lat ter is inherent in "new forms o f  work organization" as de fined 

by Goodman & Lawler (1977)16 or in socio-technical systems. 17 

Ondrack and Evans (1978) sugges t organization wide change 

in order to improve QWL . They, for ins tance, contend that unless 

an organization is committed to changes in s tructure and nature o f  

work, QWL is unlikely t o  succeed. Thus, according to these authors. 

organizations which concentrate their attention on the levels o f  

safe working conditions and fair compens ation may b e  making ne cessary 

improvements but not motivating workers unless  changes were made to  

p rovide opportunities for  growth and greater worker participation 

in decision-making. 

Katzell and Yankelovich (1975) spell out the various 

strategies for improving QWL. These include, "helpful and considerate 

supervision, giving employees work that more completely utilizes their 

aptitudes and skills, composing harmonious work groups, affording 

opportunities for upward and lateral mobility, giving workers a voice 

16 
Goodman & Lawler (1977) define New Forms of Work Organization (NFWO) 

. as attempts to res tructure multiple dimensions o f  the organization 
and to institute a mechanism which introduces and sustains the change 
over time. They go on t o  point out that the focus of the multi­
dimensional change is to p rovide democratization o f  the workplace, 
greater contro l for the worker over his or her environment, and 
greater joint problem solving between labour and management. 

17
socio-technical systems refer to the interrelated set of psycho­
logical, economic and work culture factors which must be integra­
ted and harmonized if the sys tem is to be effective in the long 
run, see Katzell et al. (1977) . 

,, 
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in decisions that affect them, improving working conditions so as to 

increase comfort , health , and safety, and creating an environment 

with which the worker can form a positive identification. 

It would, therefore, appear that in order to improve worker 

motivation by improving their QWL, organization-wide, multi-dimensional 

changes are necess ary. 

Rationale for QWL : Alienation of young and well educated workers 

since the 1960's and overall decline in worker motivation, (Strauss, 

1979), stagflation in the 1970's, and o ther environmental contexts 

have s timulated the search for new ways to increase productivity and 

resolve unfavourab le economic f actors. Although there may not be 

any causal connection between the number of QWL experiments and the 

economic conditions, the nature of the latter provided a legitimated 

context for experiments with work improvements at the national and 

firm level. The AIB and restraints at the federal level encouraged 

some unions to participate in the QWL pro grams. Recently, for examp le, 

the board of dire ctors of the Public Service Alliance of Canada (PSAC) 

issued a p olicy paper recommending that the union co-operate with 

management in accelerating QWL experiments because economic restrictions 

on collective bargaining had drastically curtailed the ability of the 

P SAC to improve p ay and benefits; the paper went on to suggest that 

"QWL is the only remaining area in which progress  is possible". The 

purpose of QWL pro grams will be to reduce the "mounting boredom, 

frustration, diss atisfactions and alienation' • • •  " by "increasing 

participation in deci�ion-making, improved communications, broadening 

of responsibilities, greater self determination. and more open and 

democratic management s tyles ",  (G & M, July 14, 1979, B-1). In the 

--1j 
i 
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p rivate sector , one of the few unions involved in QWL experiments is 

the Oil , Atomic and Chemical workers International which has joint 

decision-making QWL p rograms at Polysar Ltd. & Shell Canada Ltd. 

at Samia. At Shell , f or example , the union is involved in planning 

a new plant in Sarnia , whi ch is s taffed by multi-skilled, self regulat-

ing teams. Another company , Steinbergs has shared responsibility with 

union representatives for the redesign of s tores and to provide for 

autonomous work groups in various dep artments. 

In addition , both the federal and provincial governmen ts have 

18 
als o  been promoting the development o f  QWL programs. 

Evidence : A comprehensive s tudy o f  the empirical literature by the Work 

in America Ins titute , (Parnes 1978) concluded that a better QWL usually 

resulted in a direct in crease in job s atis faction. Increased productivity , 

on the other hand , seemed more to be a by-product of  imp roved QWL. In 

other wo rds , while the rel ationship between QWL and productivity appeared 

to exis t ,  it was les s clear. 

In another study o f  QWL projects that originated in the U.S. 

during 1970 to 19 76, Goodman and Lawler (1977) reviewed 25% of the 70 

to 90 QWL projects (25-30 in new plants , 15-20 in old union sites and 

30 to 40 in old nonunion sites ) .  They con cluded that mixed results 

existed with respect to productivity; ab out hal f  the time increases did 

18Government o f  Ontario , for instance, spons ored a trip to Europe for 
the labour and management members of the commi ttee on work life. The 
Canada Department of  Labour has es tablished a QWL unit while the Ontario 
Ministry o f  Lab our has established a QWL cen ter. Moreover , several QWL 
experiments , on a limited s cale ,  were st arted at Statistics Canada , the 
translation bureau o f  the Department of  the Secretary of State , and the 
Departmen t of National Revenue in 1975. These p rograms have been 
cautious and restricted to small number o f  employees and s o  far have 
res ulted in relatively small changes , (G & M ,  July 1979, B-1) . 
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result while in the other half  no change o ccurred. However, ab senteeis m, 

turnover, and tardiness (which are negatively related to job s atis fac­

tion in the literature) were af fected s trongly and positively.19 

The results concerning productivity are confirmed by Walton 

(1979). He sugges ts that QWL projects might add to productivity but 

no t necessarily. He concludes by asserting that work improvement ef-

forts that had both productivity and QWL as goals were more likely to 

succeed on b oth counts than projects that s tressed one goal to the 

exclusion o f  the o ther.
20 

19Goodman and Lawler (1977) came up with the several following conclu­
sions based on their review of QWL or what they term as New Forms o f  
Work Organization (NFWO) projects. These are : 1 .  Attitudes. Mos t NFWO 
projects seem to result in increases in job satis faction, feelings of  
personal growth, job involvement and organizational commitment ; 2. Member­
ship behavior. Absenteeism, turnover, and tardines s seem to be affected 
strongly and pos itively in mos t  NFWO projects. This is in agreement with 
the finding th at s atis faction increases; 3. Productivity. Mixed results 
seem to exis t wi th respe ct to productivity. Ab out half  the time in­
creases seem to result while in the other hal f  no change occurs ; 
4. Work force skills and flexibility. Mo s t  NFWO projects seem to create 
more skilled and flexible work forces. The result is that the organiza­
tions end up with more valuab le human res ources; 5. Unions. There is 
lit t le evidence that NFWO projects have had a s trong impact on the union 
in those situations where a union was part of the project. Contrary to 
what some have feared, no union officials have los t their positions. On 
the o ther hand, there is little evidence of increased commitment to the 
union as an organi zation on the part o f  the membership; 6. S tability. 
S o  far, many NFWO that have been s t arted are continuing. Although their 
specific direction has been subject to changes and course correction, 
many of the NFWO projects seem to be highly durable. Once they begin, 
there seems to be a spirit and thrus t to them that survives even fairly 
major setbacks. 

20 A good example, of what Walton (1979) has suggested, might· be the cos t­
benefi t s tudy o f  a QWL experiment at Rushton Mining company, introduced 
in December 1973. The s tudy was conducted by Goodman (1979). The experi­
ment las ted three years. The objectives of the project included greater 
pro ductivity, earnings, job s atis faction, job flexibility, and s afety. 
The QWL experiment was devised by a labour-management committee with an 
external research team. Goodman measured four sets of variab les : 
1) Inves tment cos ts (i. e. s teering committee meetings, foremen meeting, 
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QWL in cludes a variety of techniques that come within the pre-

view of the P & I R fun ction . Katzell e t .  al ( 19 7 7) reviewe d numerous 

s tudies relating s ome of these te chniques to worker pro ductivi ty . 

They reviewed 10 3 worker p roductivi ty experiments from 1971 to 19 75 in 

the Uni ted States . _Eighty-five o f  these experimen ts found favourab le 

e ffects on one or more aspe cts o f  p ro ductivi ty . The success ful experi-

ments used a vari ety of s trategies to imp rove worker performan ce . 

Thes e  included sele cti on and p lacement ,  training and ins truction , 

apprais al and fee dback , management by obje ctives , goal se tting,  finan-

cial compens ation ,  job des i gn ,  group design , superviso ry methods , 

organi zational s tructure , work s chedule , and s o ciotechni cal sys tems . 

One o f  th e mos t importan t finding of  the Katzell e t. al s tudy 

(19 7 7) was that training was the mos t frequently used pers onnel te ch-

nique and that i t  had a large and consistent impact on pro ductivity . 

In fact , mos t  o f  the te chniques us ed  in the experiments to improve 

worker p roductivi ty involved P & I R  techno lo gy and the P & I R  function .  

Ano ther impo rtant con clusion reached b y  Ka tzell e t .  al 

(19 7 7) was that imp rovement o f  worker pe rfo rman ce was attainable 

cos ts of the research te am, e tc . ) 2) operating costs ( e . g .  co s ts o f  
increased crew s i ze ,  increased  wages and o the r expenses neede d to 
main tain the e ffe ctiveness  of the in tervention ; 3) tangib le benefi ts 
(e . g . value of increased p ro duction res ulting f rom experiment ; and 4) 
intangib le benefits varying from $350 , 000 to $700 ,000 b ased on evalu­
ation o f  managers in the mining indus try .  Goodman concluded that the 
QWL experiment at Rushton had a pos i tive ne t e f fect , b ased on the cos ts 
and bene fits assessment of this p roject .  In 1979 , howeve r ,  there was 
no functioning QWL p rogram at Rushton . Goodman (19 79 )  do cuments , in 
the epilo gue , the variety o f  bene fits despite the demise of the 
pro gram. 
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through s trategies already wi thin the grasp o f  o rgani zations . 

Even though the evidence o f  QWL experiments is posi tive wi th 

regards to worker j ob satis faction and mi xed with respect  to produc-

tivi ty , these p ro grams represent a very small number of  organiz ations 

and are truly "experiments . "  

In o rder to improve worke r j ob satis faction as well as p ro-

ductivity , an organization wo uld have to keep sys temati c personnel 

re cords and develop cos t-bene fi t analyses on the utilization o f  human 

resources . 

Human Resource Accounting 

One way to measure wo rker productivity is to  evalua te the 

e conomic value o f  human resources by i dentifying and reco rding the 

value o f  these resources ( e . g .  employees ) , and treat them as an as set . 

Economis ts have long reco gnized that human bein gs cons titute an im-

portant asset  in any p roduction sys tem ( Fri edman 1956 . ,  Becker 196 4 ,  

S chultze 19 60) . Becke r has sugges te d  that human cap i tal is an im-

po rtan t factor in explaining and p redicting e conomi c growth (Be cker 

1964) . At the micro level , however , only a few o rganizations have 

attempted to record the value o f  human assets , (Hari Das and Mallika 

Das , 1979) . 

The con cep t of human resource accounting (HRA) and its 

impact on o rganizational de cis ion making is of re cent vintage . I t  

is generally ass o ciated with the name o f  Rensis L ikert.  In his highly 

influential b ook , Likert (19 6 7) asse rted that short- term company p ro-

fi ts are too often ob tained through autocrati c "Sys tem I" methods whi ch 

res ult in the was tage o f  human res ources through ne glect of training 

�----·F 
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and deve lopmen t ,  turnover,  e t c .  He argued  that conven tional accounting 

p ro ce dures i gnored human assets , even though their dep letion almost 

invariab ly led to reductions in p rofit  over the long run . He challen ged  

a ccountants to  develop measures of the value of human res ources (S trauss , 

19 76) . 

Following Likert , numerous researchers have spe culated on the 

consequences o f  treating human resources as assets . Hekimian an d Jones 

( 1967)  and Gilbert ( 19 70) sugges t that HRA can result in : mo re satis­

fied people working in more challenging j ob s , a more e f fi cient allo ca­

tion of res ources within the e c onomy , an aid to decis ion making by 

providing more accurate inf ormation to management and inve s to rs , and a 

be tter es timate of  the fi rm' s value and its return o f  inves tmen t .  

S imi larly Brumme t ,  Flamholtz and Pyle (1968) have sugge s ted the follow-

ing outcomes : ( 1) Management receives complete in fo rmation on the 

cos ts of pers onnel turnover ;  (2)  The ratio of inves tments in human 

resour ces to total asse ts acts as an indi cator of  the firm' s p o ten­

tial to generate future p rofits ; (3) Rates of  re turn on inves tment 

can be more intelli gen tly interp re ted if the value of  human as sets is  

include d in the rate b as e ; ( 4) Valid e s timates of the usefulnes s  of 

organi zational training p rograms are availab le,  and (5)  Pl anning and 

control o f  personnel cos ts can be more e f fi ciently performed i f  data 

re lating to cos ts of recrui ting ,  induction , and training are avai lab le .  

Measuremen ts o f  human resources als o  are likely t o  b e  re levant and 

us eful in several phases of human resources planning , development ,  

and compens ation de cisions . 

Given these and many o ther consequences , numerous researchers 

have p rop ose d  alternative models of HRA. Several extens ive reviewers of  
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the literature on HRA are agreed that the search has been beset wi th 

nume rous difficulties , ( Cra f t  and Birnberg 19 76 ; Rhode , Lawler and 

Sundem 1976 , B lau 19 7 8 ;  Das and Das , 19 79) . The se relate to the me thod 

o f  calculating human resource values and to the use to whi ch the result-

in g dat a wil l  be  put , (StrauES 19 76 , p .  1) . Craft an d Birnberg (19 76) , 

after an extens ive review of  the li terature , have con cluded that the 

"HRA may even tually obtain greates t accep tance as an ai d in pers onnel  

managemen t operations an alysis (e . g . turnove r  cos t  analysis , training 

cos t  analysis , cos ting out selection procedures , and the like) and in 

evaluating managerial performan ce in servi ce-orien ted indus tries . . .  " 

(p . 12) .  Blau (19 78) has sugges ted that the curren tly available 

human resource cos t and valuation me thods need to be validate d .  

Howeve r ,  the availab le evidence does sugges t s  the e f ficacy of  HRA 

sys tems . Further appli cation of  thes e sys tems might p rovide general 

2 1  
app lication in b oth public and private sectors . 

From the ab ove discus s ion o f  QWL , productivity experimen ts 

an d the HRA ,  it is  apparent that improvement in job satis faction and 

2 1
one such application of a HRA sys tem is provided in a recen t arti cle 

by Mirvis and Lawler (19 7 7) . In this article , the autho rs p re sent a 
me thodology for attaching behavioural cos ts to attitudes b ased on da ta 
from 116 tellers in a rnidwes tern bank in the U . S .  The authors measured 
attitudes thro ugh an employee survey , and constructed behavioural 
measures b ased on comp any re cords . Behavioural cos ts per employee 
were as signed through cos t accounting techniques . Atti tudes were cor­
related wi th future behaviour , and the behavioural changes asso ciated 
with atti tudinal shif ts were estimated us ing these relationships . New 
behavioural costs per employee we re compute d .  The results showed 
expe cted direc t-cos t s avings of $ 1 7 , 664 in ab s enteeism, turnove r ,  and 
performance from a . 5  standard deviation increase in j ob s atis faction ; 
the authors also reported savings as so ciated wi th enhan ced job in­
volvement an d motivation . 
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productivi ty o f  the workfo rce in an enterprise can be achieved as we ll 

as meas ured .  Mos t  of the te chniques of improvin g worke r performance 

involve P & IR technol ogy and the P & IR function . 

However ,  as has been no ted , the P & IR managers in Canada 

are under-educated and un de r- trained ;  they occupy a low s tatus in the 

managemen t hierarchy , (Kumar 19 75) . For ins tance , to introduce a QWL 

experiment or a HRA sys tem, a set o f  skills are ne cess ary that are 

often lacking in mos t P & IR dep artments ;  mos t P & IR departmen ts do 

no t  have the resources o r  te chnical ski lls , (Goo dman and Lawler 19 7 7) 

o r  in deed the clout that may be necess ary to b ring ab out these 

chan ges . 22 

For these reason s , i t  has been s uggested that QWL , worker 

training and developmen t e tc .  should be legis late d.  Lawler  (1976)  

has proposed that the gove rnment should legis late QWL p rograms and 

charge organi zations eithe r for the ne gative s o ci al out comes they 

p ro duce or for human resource practi ces they engage in . 

Lawler ( 19 76)  explains the outcomes this way .  I f ,  due to 

a poo r quality of work life , a company had unusually high rate of 

turnove r ,  alcoholism, drug addi ction and mental illness amon g its 

employees , the government could increase its  taxes p roportionately 

as i t  does in the area o f  unemployment compens ation . 

22
Goodman and Lawler ( 19 7 7) in thei r  review of  the QWL experimen ts in 

the U . S . foun d  that ab sence of necess ary ski lls ( to implemen t NFWO) 
in P & IR personnel , raised questions about the e f fe c tiveness of these 
departmen ts and thereby led to s ome dismissals . This in turn led the 
members o f  the P & IR departments to feel threatened and to resis t 
chan ge . 

j 
I 
I 
I 



- 31 -

The se cond alternative , acco rding to Lawler ( 19 76) , is no t 

to  fine the companies fo r the outcomes they p ro duce but for the 

p ractices they engage in . For example , organi zations might  be taxe d 

i f  they p roduce goods on an as s embly line that had highly repeti tive 

jobs ; such a ction , claims Lawler ,  could s erve to eliminate the 

economi c advantages o f  p roducing goods on an ass embly l ine . This 

p rovides employees with diss atis fying , meaning less wo rk lives and 

is  a form of  pol lution , the cos t of  which i s  b o rne by the s ociety and 

the individual harme d rather than the o rganiz ation respons ib l e .  

Lawler  ( 1 9 76 )  asse rts that this type of  pollution leads to 

increased cos ts in such areas as men tal illness , alcoholism, shorter 

life expe ctancy and less involvement in the community .  These expenses 

are p ai d  for by the governmen t and private funds that support un­

employment bene fits , wel fare payments , hospitals , mental heal th cen te rs 

and civic p ro grams . 

In a s imilar vein , the recent report o f  the Commiss i on of  

Inquiry on Educati onal Leave and P roductivi ty ( 1 9 79 )  has re commende d 

a training levy s cheme fo r Canadi an employers ; this is  one of the 

p rin cip al recommendations o f  the Commis sion .  The Commission re com­

mende d that Canadian indus try b e  required to spend . 5% o f  p ayroll 

annually on training of its employees . Among the reas ons ci ted for 

this re commendation were QWL and pro ductivity p rob lems . 

While b oth the p rop osals ( e . g .  by L awler  and the Commission) 

are intriguing , it is di ffi cult to fo rsee their implemen tation in the 

curren t e c onomi c climate . Both the proposals , however ,  do refle c t  on 

the current s tate o f  ineffi ciency in the e f fe ctive utilization o f  

human resources . 
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Summary and Conclusions 

1 .  Relative t o  their counterparts in the United States, Canadian 

managers as well as P & IR specialis ts are under-educated and under-trained. 

2 .  In both the private and public sectors in Canada, P & IR managers 

occupy a low status in the management hierarchy; the responsibilities o f  

the P & I R  departments are confined to  insignificant kind o f  activities. 

3 .  P & IR policies and practices in Canada are ad-hoe in nature and 

are de termined at lower organizational levels. For ins tance, policies 

relating to compens ation and related matters are formulated, determined 

and carried out at higher organization levels; P & IR departments rarely 

p articipate in these decisions. 

In the United St ates, at least some organizations seem to be 

increasingly viewing the P & IR function as making a positive contribution 

to the overall effe ctiveness and survival o f  the organization. P & IR 

o f ficials in these organizations seem to be well trained, well rewarded, 

and make subst antial inputs into important de cisions of all types. 

4 .  As a result o f  the low st atus o f  the P & I R  function and P & IR 

staff's lack of professionalism, P & IR policies and practices are implicit 

and subjective. 

4a. Many employers fail to validate their selection pre cedures; they 

do not engage in forecas ts of  their human resource needs and supplies and 

the human resources are rarely part of business plans of  these organizations. 

4b. Similarly, training o f  employees is so short that its adequacy is 

doub tful; employees are trained on the basis of immediate problems and 

available s olutions rather than out of  a Jong term s trategic approach, the 

utilization o f  peop le, the developing o f  careers or the careful analysis 

of  job requirements. 
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4c. P & IR practices in Canada are also affected by the policies of 

the multi-plant and multi-national companies. The locus o f  decision 

making in collective bargaining, where it is highly centralized, may have 

consequences for Canadian plants and may be reflected in indus trial s trife, 

grievances etc. 

4d. Locus o f  decision-making, however, is only one variable, albeit 

an important one, which may be significant ly correlated with indus trial 

s trife. Co-operation between lab our and management is affected by numerous 

other variables. These include economic variables as well as bargaining 

behaviour and conditions such as attitudes o f  management toward the union, 

the degree o f  trus t and consult ation etc. 

4e. In short, locus of decision-making, union management co-operation, 

lack o f  formal P & IR policies, failure to plan for and train and develop 

human resources, lack o f  validation or j ob relatedness o f  P & IR pro cedures 

contribute to employee j ob diss atisfaction and lack of productivity. 

5. In the behavioural s cience literature, j ob satisfaction has been 

found to be negatively correlated to absenteeism, turnover, grievances, 

accidents etc. while j ob performance has been found to be associated with 

employee p roductivity (e. g. unit s of output, supervis ory ratings e tc. ). 

6 .  Employee particip ation and other related programs have been and 

are currently being used to improve emp loyee j ob satisfaction and possibly 

employee productivity. Evidence, based on s tudies of QWL programs, whose 

main thrust is employee p articipation in decision making etc. , indicates 

that QWL programs usually result in a direct increase in j ob satisfaction. 

However, the evidence on productivity is mixed. 

7 .  QWL programs include a variety o f  techniques that invo lve P & IR 

pro cedures. These include selection and placement, training and ins truction, 

app rais al and feedback etc. A s tudy (Katzell et  al. 1977 ) o f  103 worker 
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p)'."oductivity experiments which used P & IR techniques found that SS of  

these experiments had f avourable effects on one or more aspects o f  p roductivity. 

One of the mos t  important finding was that training was the mos t  frequently 

used personnel technique and that it had a large and consis tent impact on 

p roductivity. 

s .  S tudies on worker productivity such as those reviewed by Katzell 

et al. (1977) are few and far between. One of the reasons for lack of 

information on worker job s atis faction and productivity is that mos t  firms 

do not identify and record the value of  their human resources. This is 

because, acco rding to Liker.t (1967), conventional accounting procedures 

ignore human assets, even though their depletion almost invariably leads 

to reductions in profits over the long run. 

Sa. I t  has been suggested that, at the minimum, Human Res ource Accounting 

(HRA) can aid in personnel management operations analysis (e. g. training 

cost analysis, turnover cost analysis, costing out selection p ro cedures etc. ). 

Sb . Thus, the worker productivity experiments, and properly designed 

QWL p rograms can improve productivity of the workforce of an enterprise and 

HRA methods can measure such productivity. 

9. Most of the techniques of improving worker performance involve 

P & IR technology and the P & IR function in an enterprise. Houever, P & IR 

specialis ts lack necessary skills and occupy a low status in management 

hierarchy. 

10. I t  has been sugges ted that organizations may not fully appreciate 

the value of their human resources unless QWL programs and worker training and 

deve lopment programs are legis lated; firms could be taxed either for the 

negative social outcomes they p roduce or for human resource practices they 

engage in. Similarly, the recent rep�rt o f  the federal C ommission on 

Educational Leave and P roductivity (1979) has recommended a training levy 
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scheme (e . g  • •  5 %  o f  p ayroll) for Canadian employers . 

lOa. While the proposals to tax emp loyers are intriguing, it is 

difficult to foresee their implementation in the current economic climate . 

-------- 11! 
! 
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