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The human resource (HR) function
in organisations has evolved and
matured to a substantial degree in
India. HR budgets are increasing
in most of the organisations. Sub-
sequently, accountability in human
resource management has emerged
as an important trend. HR depart-
ments have started making attempts
to measure the contri-bution of HR.
In this background, the present
study has been undertaken to iden-
tify measures of HR activities in
India. Based on the information
collected from 109 HR profession-
als across India, the study found
that the attempts in Indian indus-
try to measure the HR activities
improved from a limited extent to
a significant extent. But the focus
of measurement is largely on tra-
ditional HR measures and not on
business impact measures.
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HR Roles

Human resource (HR) professionals
are increasingly challenged to take a
more strategic perspective regarding
their roles in the organisations. As HR
professionals respond to this challenge,
measuring HR’s performance and its
contribution to the firm’s performance
consistently emerges as a key theme
(Becker, Huselid & Ulrich 2001). Mea-
suring HR makes good economic sense
to a HR programme’s worth by provid-
ing convincing evidence. It shows proof
of results and the results encourage the
HR staff to focus on important activi-
ties which can lead to additional re-
sources. It also increases personal satis-
faction and position for HR staff (Fitz-
Enz 1995). HR professionals must evalu-
ate their value as created in the eyes of
stakeholders i.e. customers, investors,
managers and employees. They must
build value-added HR practices and
competencies that align with and help
accomplish strategic goals (Ulrich &
Brockbank 2005). Research carried out
by Albert (1990), Radford and Kove
(1991), and Gubman (1994) has sup-
ported that good HR practices produce
a payoff in terms of bottom-line
financial performance. Using Eastman
Kodak as a case study, Yeung and
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Berman (1997) has identified three paths
through which HR practices contribute
to business performance: by building
organisational capabilities, by improv-
ing employee satisfaction, and by shap-
ing customer and shareholder satisfac-
tion. He has developed HR measures that
drive business performance in this new
framework.

Good HR practices produce a pay-
off in terms of bottom-line financial \

performance.

Measurement Methods in Literature

A variety of measurement appro-
aches and methods have been developed
over a period of time to measure HR
contribution. Flamholtz (1985) has pro-
posed human resource accounting sys-
tem to measure HR contribution. Tsui
(1987) has reported a multiple consti-
tuency approach to evaluate the effec-
tiveness of HR function. McConnell
(1989) has identified 16 categories to
be measured in human resource audit-
ing. Pauly (1993) has believed that con-
verting HR function to profit centre
concept is the ultimate way in which HR
accountability can be demonstrated.
Saratoga Institute (1994) has developed
standards for key measures and costs
such as training costs per employee,
benefits as a percent of payroll, and
compensation costs that allow
organisations to compare their perfor-
mance with others.

Programmes that relate HR practices
to bottom-line contribution are not

limited to compensation programmes
such as incentives and gains sharing.
They cover a broad range of programmes
such as diversity training, and are now
being linked to organisational success
(Majors & Sinclair 1994). Gomez-Mejia,
Balkin and Cardy (1995) have identified
key indicators in almost all areas of HR
that can be used in HR evaluation.
Kaplan and Norton (1996) have devel-
oped Balanced Scorecard (BSC), a
measurement framework that helps
management to translate strategic goals
into operational objectives. It provides
a clear prescription as to what compa-
nies should measure in order to ‘balance’
the financial perspective. The generic
model of BSC has four categories such
as financial, customer, processes, and
learning. The logic of BSC is that learn-
ing helps organisations improve their
internal processes such as product
development and services that are criti-
cal for customer satisfaction. Customer
value creation in turn is what drives
financial performance and profit-
ability.

Customer value creation in turn is
what drives financial performance
and profitability.

Based on the available literature and
research, Phillips (1999) has identified
12 approaches that have been used to
evaluate the HR function such as survey
approach, HR reputation approach, HR
accounting, HR auditing, HR case stud-
ies, HR cost monitoring, competitive
benchmarking, key indicators, HR effec-
tiveness index, HR management by
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objectives, HR profit centres, and return
on investment. Fitz-Enz (2000) has pro-
posed a return on investment metho-
dology for measuring the bottom-line
effect of employee performance. Becker,
Huselid and Ulrich (2001) have outlined
an HR Scorecard model, which aims at
managing HR as a strategic partner, and
demonstrating HR’s contribution to the
financial success. Defining clearly the
business strategy, building a business
case for HR as a strategic asset, creating
a strategy map, identifying HR
deliverables within the strategy map,
aligning the HR architecture with HR
deliverables, designing the strategic
measurement system, and implementing
management are the seven steps in this
model. Cascio and Boundrenau (2008)
has proposed a methodology of be-
havioural costing to measure the finan-
cial impact of HR activities, which mea-
sures the economic consequences
of employees’ behaviour such as absen-
teeism, turnover, employee atti-tudes,
work life programmes and employee
training.

The Present Study

The present study is designed to
find out the measures used by industry
in India to assess effectiveness of dif-
ferent HR activities. Recruitment, se-
lection, training and development, per-
formance management, compensation
and emp-loyee relations are the pre-
dominant domains of HR activities.
Based on the literature and earlier re-
search survey, 56 possible measures of
HR activities have been identified to
assess the effect-iveness of all domains

of HR. A questionnaire has been devel-
oped based on these measures covering
all domains of HR activities that has
contained 56 measures. A four point
scale, as shown below, has been used
to record the responses of the respon-
dents.

Response Description

1 Not measured

2 Measured to a limited extent

3 Measured to a significant extent

4 Measured & reported to the top man-
agement

The questionnaire has been sent to
HR professionals working in different
sectors in India during September-Octo-
ber 2008. 109 HR professionals working
in manufacturing, IT/ITES and service
sectors with a minimum expe-rience of
two years in their respective organisations
have responded to this questionnaire.
They have represented private, joint ven-
ture and public sector organisations
across India. The inform-ation collected
from these respondents has formed the
basis for this study. The mean scores of
all HR activities in various domains of
HR are presented in Appendix 1.

Domains of HR Activities
The study found that among various

domains of HR, compensation has se-
cured first place with an average score

Compensation related activities are
measured in the organisations to a

significant extent.
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of 3.04 on a four point scale. This im-
plies that compensation related activities
are measured in the organi-sations to a
significant extent. Training and devel-
opment has occupied second place fol-
lowed by employee selection. The re-
maining domains of HR such as perfor-
mance management, employee relations
and recruitment have occupied the last
three positions in terms of using mea-
sures to evaluate the effectiveness of the
respective activities. On the whole, it can
be stated that the HR professionals are
making attempts to assess the effective-
ness of various HR activities using vari-
ous measures. But reporting the results
of their measurement to the top manage-
ment and taking necessary action subse-
guent to results seems to be absent.

Table 1: Domains of HR Activities

Sl. No. Domain of HR Activity =~ Means Score

1 Recruitment 2.60
2 Selection 2.85
3 Training and development 2.90
4 Performance management 2.74
5 Compensation 3.04
6 Employee relations 2.63

Overall 2.79

1) Recruitment Measures: Recruit-
ment is the process of searching for pro-
spective employees and stimu-lating
them to apply for jobs in the organisation
(Flippo 1984). The recruit-ment process
is an important element of successful
human resource practices. It starts with
identification of job openings in the
organisation and ends with getting sat-
isfactory recruits from various sour-ces

and methods adopted by the
organisation. Based on the literature and
earlier research, the following recruit-
ment practice measures have been iden-
tified and incorporated in the present
study.

e Applicants per recruitment source

o Applicants selected per recruitment
source

o New employee performance rating
by recruitment source

e New employee quits (first six
months) by source

e Cost per applicant per recruitment
source

e The response time by recruitment
source

e Satisfaction of the manager who re-
quested the new recruits

It is found that cost per applicant per
recruitment source, applicants selected
per recruitment source, number of appli-
cants per recruitment source and new
employee quits in the first six months of
tenure are measured to a significant ex-
tent in the process of evaluating the ef-
forts involved in recruitment process.
However, it is important to note that new
employee performance rating by recruit-
ment source, satisfaction of the manager
who requested for new recruits, and the
response time by recruitment source are
not measured in their evaluation process
to a significant extent. None of the re-
ports of any of recruitment measures
goes to the top management to take up
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necessary action.

New employee performance rating

—try-Tecruitment source, satisfaction
of the manager who requested for
new recruits, and the response time
by recruitment source are not mea-
sured in their evaluation process to
a significant extent.

2) Selection Measures: Selection iJ

the process of collecting and evaluating
information about an individual in order
to extend an offer of employment
(Gatewood & Field 2001). Once a suffi-
cient pool of applicants has been re-
cruited, critical decisions need to be
made regarding applicant screening and
final selection of applicant. Selection
decisions can and do have significant
economic and strategic consequences for
the organisations (Mello 2006). There-
fore measuring the success of selection
practices is important for any organi-
zation. The present study has incor-
porated the following measures as indi-
cators of selection practices in the
organisations:

e Number of candidates moved to se-
lection process

e The new employee performance on
the job

e The length of time the selected can-
didate remained with the organiza-
tion

e The cost of selection tools, process
etc.

e The time taken to complete the se-
lection process

e Acceptance and offer ratio

e Actual staffing requirement and ac-
tual selection of the candidates

e Satisfaction of the manager who re-
quested for new hires

It is observed that actual staffing re-
quirement and actual selection of the
candidates is the major measure that is
used to assess the effectiveness of the
selection process. It is also evident from
the data that the time taken to complete
the selection process is another item that
is measured to a significant extent. This
is followed by the length of time the se-
lected candidate remained with the
organisation as an indicator of the suc-
cess of selection process. Acceptance
and offer ratio, the cost of selection
tools, process etc and the new employee
performance on the job are other indi-
cators that are used to a significant ex-
tent. But the satisfaction of the manager
who requested for new hires is not mea-
sured to a significant extent. Moreover,
as seen with respect to recruitment mea-
sures, it is significant that none of the
reports of any of selection measures too
go to the top management to take up nec-
essary action.

measured to a significant extent

The satisfaction of the manager
who requested for new hires is not \

3) Training & Development Mea-
sures: Traditionally, training and
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development was not viewed as an ac-
tivity that could help companies create
value and successfully internalize com-
petitive advantage. Today that view has
changed (Noe 2005). With training bud-
gets growing, companies expect
programmes to show results. Training
programmes are now measured at five
levels such as reaction, learning, job
appli-cation, results and return on invest-
ment (Phillips 2003). Present study has
incorporated the following measures as
indicators of measurement practices in
the area of training and develop-
ment.

e Number of employees trained in
training programmes

e Number of training days
e Training costs

e Percent of amount spent on training
in payroll

e Feedback of participants

e Learning of the participants during
training

e Transfer of learning on the job

e Performance improvements made
because of training received

e Cost and benefit analysis of training

e Satisfaction of line managers on
training

The number of employees trained
in the programmes’ is the principal

measure of assessing the training
and development

It is identified that ‘the number of
employees trained in the programmes’
is the principal measure of assessing the
training and development with a score
of 3.42. This is followed by other mea-
sures such as training costs, number of
training days, feedback from the partici-
pants, learning of participants during
training and percent of amount spent on
training in payroll. Cost benefit analy-
sis of training, transfer of training in-
puts on the job and subsequent perfor-
mance improvements and satis-faction
of line managers on training are found
to be least followed indicators of train-
ing success. Itis clear from the data that
the organisations make attempts to mea-
sure training and development prac-
tices. But reporting the findings to the
top management for necessary action
does not arise with regard to many of
the training measures except those such
as number of emp-loyees trained, train-
ing costs and number of training days.

4) Performance Management
Measures: Performance management is
an important aspect of human resource
management in every organisation. It is
a system that consists of processes used
to identify, encourage, measure, eva-
luate, improve, and reward employee
performance (Mathis & Jackson 2003).
Performance appraisal is the pre-domi-
nant tool used in the performance man-
agement system. The following mea-
sures have been incorporated in the
present study to identify the perfor-
mance management measures followed
in the domain of performance manage-
ment.
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Performance appraisal is the pre-
dominant tool used in the perfor-

mance management system.

e Performance appraisals completed
on time

e Accuracy of appraisal process to
judge individual performance

e Average number of employees
whose compensation is performance
contingent

e Average number of appeals on the
results of appraisal

e Average number of quits on account
of appraisal results

e Speed of action plans on appraisal
results

e Average number of employees with
developmental plans

e Effectiveness of appraisal process
dealing with poor performers

e Actual changes in productivity of
employees as a result of appraisal
process

e Satisfaction of employees with the
appraisal process

e Ratio of promotions to number of
employees

e Average time frame between promo-
tions

As per the findings of the present
study, the most popular measure of per-
formance management is ‘performance
appraisals completed on time’. This is

followed by average number of employ-
ees whose compensation is performance
contin-gent, and ratio of promotions to
number of employees. The measures such
as actual changes in productivity of em-
ployees as a result of appraisal process,
average number of quits on account of
appraisal results, and average number of
appeals on the results of appraisal are
found to be least followed measures to
assess the effectiveness of performance
management systems in the organisations.
It is further found in this vital domain of
performance manage-ment, the assess-
ment is done to a limited extent on many
of the aspects. However the measurement
is carried out to a significant extent on a
few aspects such as performance apprais-
als completed on time, average number
of employees whose compensation is per-
formance contingent, ratio of promotions
to number of employees and accuracy in
appraisal process.

5) Compensation Measures: Em-
ployee compensation refers to all forms
of pay or rewards going to employees
and arising from their contract of em-
ployment. It consists of direct payments
such as wages, allowances and incen-
tives and indirect payments such as
fringe benefits and services. It is a pow-
erful tool to attract, motivate, and retain
employees. The following are incorpo-
rated as possible measures in compen-
sation area in various organisations:

e Average salary increase

e Average of current salary against
industry average

e Speed of salary action processing
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o Percent of employees covered in
pay-for-performance plan

e Percent of employees covered for
benefits and services

e Percent of employees who use ben-
efits and services

e Speed in extending the benefits and
services to employees

o Compensation as a percent of operat-
ing expenses

e Compensation as a percent of revenue

e Total compensation expenses per
employee

o Employee satisfaction on compen-
sation

Among the measures mentioned
above, the study found that ‘average sal-
ary increase’ is the most popular mea-
sure in the organisations. This is fol-
lowed by total compensation expens-es
per employee, average of current salary
against industry average, percent of em-
ployees covered in pay-for-performance
plan, percent of employees covered in
pay-for benefits and services, compen-
sation as a percent of revenue, compen-
sation as a percent of operating ex-
penses, and speed of salary action pro-
cessing. The aspects such as speed in
extending the benefits and services to
employees, employee satisfaction on
compensation and percent of employees
who use benefits and services are found
to be considered to a limited extent to
assess the effectiveness of compensation
systems in the organisations.

6) Employee Relations Measures:
Employee relations is often a collection
of miscellaneous programmes and activi-
ties aimed at improving employee satis-
faction (Phillips 1999). Though em-
ployee relations function has under-gone
changes in recent years, there are cer-
tain practices in employee relations that
can be measured. The following are the
possible measures to be considered in
assessing the domain of employee rela-
tions in various organisations:

e Percentage of grievances settled

e Average length of time to settle
grievances

e Cost of settling employee grievance
e The extent of employee participation

e Percentage of employees making
suggestions

e Consistency and clarity of messages
from top management and from HR

e Absenteeism rate

e Employee quit rate

The study found that among the mea-
sures mentioned above, employee quit
rate, absenteeism rate and consistency and
clarity of message from top management
and from HR are measured to a signifi-
cant extent. Employee quit rate is not only
measured but also reported to the top man-
agement for necessary action in some of
the organisations. The data shows that all
other measures are considered, but not to
a significant extent. The aspects such as
cost of settling employee grievance, and
average length of time to settle employee
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grievances are measured to a limited ex-
tent.

Employee quit rate is not only mea-
sured but also reported to the top
management for necessary action in
some of the organisations.

Conclusion

The attempts made in Indian indus-
try vary from a limited extent to a sig-
nificant extent to measure the HR activi-
ties undertaken in various organisations.
It may be further concluded that em-
ployee compensation related activities
are given more importance when com-
pared to other domains of HR in mea-
surement. However, the measurement is
confined to HR professionals without
reporting the measurement results to the
top management for necessary action.

The HR domain-wise analysis leads
to the conclusion that the measures with
respect to recruitment are not given
much importance whereas selection
measures are given relatively more im-
portance. Successful recruitment is
threshold requirement for successful se-
lection of employees. Therefore HR pro-
fessionals may give equal importance for
both these domains.

Further, based on the measures that
scored relatively high, it may be con-
cluded that when compared the tradi-
tional HR measures such as number of
employees trained in various training
programmes, training costs, completion
of performance appraisals on time, av-

erage salary increase, employee quit rate
etc are considered in measurement, but
not the business-driven measures such
as actual changes in productivity of em-
ployees as a result of performance ap-
praisal process, performance improve-
ments made because of training received
etc. It is true that the positive results of
traditional HR measures reinforce HR
managers for their contribution, but may
not stimulate change for business im-
pact. Therefore, it may be suggested that
having achieved significant progress
with respect to measuring HR using tra-
ditional measures, the HR profession-als
now may focus on measures that show
concrete business improvements.
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Appendix 1: Measures of HR Activities

SI. No. Recruitment Measures: Mean Score
1 Applicants per recruitment source 2.72
2 Applicants selected per recruitment source 2.9
3 New employee performance rating by recruitment sources 2.15
4 New employee quits (first six months) by source 2.7
5 Cost per applicant per source 291
6 The response time by recruitment source 2.59
7 Satisfaction of the manager who requested the new recruits 2.22

Over all 2.60

Selection Measures :
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8 Number of candidates moved to selection process 2.7
9 The new employee performance on the job 2.81
10 The length of time the selected candidate remained with the organization 2.98
11 The cost of selection tools, process etc. 2.87
12 The time taken to complete the selection process 2.99
13 Acceptance and offer ratio 2.92
14 Actual staffing requirement and actual selection of the candidates. 3.16
15 Satisfaction of the manager who requested for new hires 2.38
Over all 2.85
Training and development :
16 Number of employees trained training programmes 3.42
17 Number training days 3.28
18 Training costs 3.35
19 Percentage of amount spent on training in payroll 2.75
20 Feedback of participants 3.16
21 Learning of the participants during training 2.84
22 Transfer of learning on the job 2.57
23 Performance improvements made because of training received 2.52
24 Cost and benefit analysis of training 2.61
25 Satisfaction of line managers on training 2,51
Over all 2.90
Performance Management :
26 Performance appraisals completed on time 3.34
27 Accuracy of appraisal process to judge individual performance 2.84
28 Average number of employees whose compensation is performance
contingent 3.09
29 Average number of appeals on the results of appraisal 2.52
30 Average number of quits on account of appraisal results 2.5
31 Speed of actions plans on appraisal results 2.54
32 Average number of employees with developmental plans 2.65
33 Effectiveness of appraisal process dealing with poor performers. 2.66
34 Actual changes in productivity of employees as a result of appraisal process 2.25
35 Satisfaction of employees with the appraisal process 2.63
36 Ratio of promotions to number of employees 3.04
37 Average time frame between promotions 2.78
Over all 2.74
Compensation:
38 Average salary increase 3.33
39 Average of current salary against industry average 3.16
40 Speed of salary action processing 2.94
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41 Percent of employees covered in pay-for-performance plan 3.15
42 Percent of employees covered for benefits and services 3.11
43 Percent of employees who use benefits and services 2.89
44 Speed in extending the benefits and services to employees 2.66
45 Compensation as a percent of operating expenses 3.08
46 Compensation as a percent of revenue 3.08
47 Total compensation expenses per employee 3.3
48 Employee satisfaction on compensation 2.71

Over all 3.04

Employee Relations :

49 Percentage of grievances settled 2.6
50 Average length of time to settle grievances 2.42
51 Cost of settling employee grievance 2.12
52 The extent of employee participation 2.48
53 Percentage of employees making suggestions 2.5
54 Consistency and clarity of messages from top management and from HR 2.68
55 Absenteeism rate 2.96
56 Employee quit rate 3.26

Over all 2.63

Grand Overall Mean Score 2.79
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