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o ABSTRACT

&
The subject matter of the thesis is, firstly, the comparison

of career planning and pay policies for Postal and
Telecommunications Industries of Portugal and Britain.
Secondly, to offer some recommendations appropriate to the

Portuguese case in the context of re-evaluating career plan-
ning and salary policies and practices for senior management
staff.

The objective and importance to Portugal of the study 1is
described in Chapter 1. Chapter 2 attempts to characterize
the importance of career planning and pay policies for
organisations and describe 1its main elements. Problems
related to data collection within organisations and
methodology of the study concerning a management survey
carried out at the Portuguese organisation about career
planning and pay policy and practices are refered to 1in
Chapter 3. The descriptive results of data collection at The

British Post Office ( Chap. 4 ), at British Telecom. .( Chap.
. 5 ) and at CTT, the Portuguese 6rganisation ( Chap. 6 ), are

cogmpared in Chapter 7.

The results of the management survey at CTT ( Chap.8 )

related with the literature reviewed contribute to the
g‘ establishment of a conceptual framework for redesigning
éf% career planning and pay policies and ﬁ%% identify relevant

areas for further research ( Chapg™ 9 ) before the

(%fg Portuguese organisation decide&in what direction they want
‘to develop a model for. career~development and pay :systems
for its Executives and Senior Managers.

The principal research findings from this study must be seen
in the context of Portuguese economic development and
culture and the absence hitherto of systematic research into
" management topics including human resource management.
Explamations have been developed for the understanding of
the differences in - organisational practices using an
integrated model relevant both to an 1nternatlona1 context
and to a matlonal one.

——~The study wusing international comparisons highlights the
importance of language and .concepts as applied to management
( starting with the difficulty of translating the term
"management" in Portuguese ).

A compréensive framework 'was developed in order to re-—

i ~evaluateM Portuguese practices concerning career
development and pay systems, not only to the specific case
of CTT but also as a general methodology that can be applied
to Portuguese organisations lMg&%ﬂ%”i&lﬁ'ﬁ@% %&m;ia? wodesr€ o
Finally, this study is useful in confirming the results of
previous research studies conducted in other countries that
effective career development and pay policies require an
appropriate top management strategy and a strong commitment
to Human Resource policy.
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CHAPTER 1 - INTRODUCTION

1.1 RATIONAL FOR THE STUDY‘v

Organisations, especially in developing countries like Por-

tugal, are for different reasons facimg a critical period,

" "

. obviously, as a consequence of a changing world
The up—-to—-date companies policy - for managing change - is a
major challenge to managers and also an increase in responsa-
bilities to all management areas, with special emphasis on
the Personqel Function where in Portugal research has almost
become an unknown word.

With this new assumption the personnel function cannot go on
being just an inactive result of the change but Ovérall must
be adaptive, anticipatory, and specially innovative, a dyna-
mic agent to look at change, identifying areas of concern,
research choices, where personnel policies must interact with
the organisations’s goals and strategies.

Most of the problems for the Portuguese organisations concern
their Human Resources, on which are, at the same time, the
answers for a dynamic and competitive performance re-

quired by organisations.



A rational development and an efficient management of their
Humam Resources 1s a basic gquideline for the Portuguese Post
and Telecommunications Company (CTT), that represents in
Portugal the largest workforce organisation with about
30.000 employees. (1)

Their Human Resources, the main potential of the company, has
to be well .managed, so that motivated personnel and Jjob
satisfaction can meet the organisation goals. The quality of
the organisation’s workforce is critical to the organisa-—
tion’'s overall success ( Heneman III and Schwab, 1982 ).
Under this view, personnel function should 1look for new
management systems and attend, among others, the folowing

aspects:

- to inovate and research new management attitudes;
- to have compensation systems based on individual
performances

- to develop interesting and motivated career development

- concepts.
So, companies will have to pay much greater attention té
career planning and reward systems to meet "...four major

pressures which will force organisational changes in the next
decade: the emergence of a global marketplace in which
sucessful companies would have to compete; the pervasive
influence of information technology; the development of new

industries based- on science and technology, and the need to

(1) A full presentation of CTT (Portugal) is presented on
Chapter 6. y



utilise human resources to the full..." ( Sir Edwin Dixon,
chairman of IBM UK, speaking to delegates at the Institute of
Personnel Management National Conference, Harrogate, 1987 ).
It 1is 1in this context,; where career planning and reward
systems constitute one of the most important subjects in the
field of personnel management, and just when Portugal. joins
the EEC with raising expectations of an increase in the
labour market derived from mnew 1nvestments, and with accele-
rating technical and social change expectations, that a com-
parative study of the concepts of pay policy and career
development currently used within British Post and Telecom—
munication Industries can be a relevant approach for the
Portuggese Industry concerning the modernisation of its prac-
tices in that field, in a mid-term strategy ( Chap.3 - 3.1,
refers some similarities and differences between those
organisations ).

Another interesting and relevant issue wés also found concer-—
ning the decision of to include British companies in this
study. First, the general organisational model and even the
historic context of the Portuguese company provides a suffi-
cient minimum of éimilérities with the British ones - British
Telecom and The Post Office — emphasised with former relatio-
nships specially in areas of marketing and operations, since
some portuguese managers have pﬁeviously visited both Bri-
tish companies and attended postal operat;ons and marketing
training programmes at the Post Office Management College in
Rugby. Just as an illustration of those relations, some
British Telecom senior managers were invited in the summer of

1986 to participate in internal conferences in Lisbon and the

3



Corporate Planning Director of the British Post Office was
also invited to attend the annual postal meeting in autumm
1986 1in Portugal and has given support to - the Portugquese
Director concerning the postal strategic plan 1987-89.
Secondly, unlike the situation in Britain since 1981 with the
privatization of British Telecom, in Portugal postal and
telecommunications services are still provided by the same
corporation but in a mid-term horizon i1t is our point of
view that it 1s quite possible that the Government strategy
would follow the ?ritish organisational model with two sepa-
rated companieg% Some recent articleé published in the Por-
tuguese press begin to show some evidence and consistence on
this political option. A relevant one , published in the most
important weekly newspaper on 20 Jung 1987, refers to the
conclusions of a report from fhe Governmental Commission for
the Study of the Technological and Organisational Development
‘of the Communications Industries (CEDITC) proposing two sepa-
rate corporations and to convert the telecommunicaﬁions ser—
vices into a public limited company (plc).

Also this issue is reinforced by some statements made by the
Chairman of CTT to the company monthly review ( May 1987, No
S ).

Following the Portuguese Parliament General Elections, in
July 1987, the new Govermnment states " - Postal public
service will be moaernised and managed by a specific sepa-

rated company... ( Programme of the XI Constitutional Gover-
nment, page 120, August 1987 ).

These main references have influenced the subject research

kf“‘{,oﬂre when dhie rescanreh wa% Qemmenceol & A1 1dn

had mot Jet beew teotbon
4



choice and so this study has therefore received a sound and
relevant support from the Portuguese organisation, not only
accepting to be the collaborating establishment for CNAA
registration purpose but also making internal data and other
facilities avalilable and requesting official collaboration
from British organisations 1in order to participate in the
research.

In addition; and to explain the relevant support received
from CTT, 1t is 1important to state that the researcher 1is a
member of the management staff of the Portuguese organisation

where he works at the Corporate Personnel bepartment.

1.2 AIMS OF THE STUDY

Aims of this study are clarified next, but before going
further wé want to point out that its main objective is not
to reproduce models or practices from British organisations
and to recommend them to the bortuguese one, neither to
conclude which one is the best company concerning cateer
planning aspects and reward systems for executives and mana-
gers, but overall we would feel satisfied if the study could
contribute to the establishment of a reference framework for
reflecting on which the Portuguese corporation should develop
and research their own strategies and practices in order to
design adequate programmes of development and rewarding for
their high calibre senior staff. Any other objective would be

unrealistic.

- Firstly, this study aims to examine career planning and

salary policy for executives and managers in Post and Teleco-



mmunications Industries of Portugal and Britain - two diffe-
rent countries with distinct stages of economic development
and within a context of similarities and diferences in their
organisational cultures and environment ( Chap. 3 refers ).
Following the presentation of what are the main practices in
Britain - British Telecom and The Post Office case studies -
we concentrate our research iIn a special diagnosis in the
Portuguese company in order to identify their relevant as-—
pects of personnel policy and to sort out , concluding the
study, recommendations or to indicaté possible further deve-—
lopments for re-evaluating career planning and salary poli-
cies and practices for high calibre senior executives and
managers at CTT (Portugal).

Although conclusipns and recommendations for the Poftuguese
case derived from this study - between different organisa-
tions - must be carefully understood because of specific
internal an external factors that influence and affect the
contingencies and practices of organisations and which are

referred later in chapter 3.

- Secondly, this study , due to the areas of investigation
covered, also aims to produce usefull contributions on the
literature on career planning and pay systems aspects 25
large and state dominated organisations in different

countries of the European Community.

1.3 THE TERMINOLOGY USED

The scope of the sudy covers career planning and salary



policy for executives and managers. It is important t& point
that one first difficulty on international comparisons is the
Qse of different concepts. This issue was raised during the
exploratory work for the de%inition of twe study, either from
the literature reviéwed either from the early contacts with
the UK companies. Due to a complete absence of Portuguese
literature on Personnel Management aspects the study . was
supported, mainly by USA and UK authors where the term "

executive" and management staff " seems to have the same

meaning. In Portugal however the term "executive' is much
b b -

more linked with professional or technical staff with a

graduate background in large  and state dominated
organisatiaons " the popular term usea is senior technical
staff covering for instance, senior personnel officers,
financialispecialists or marketing consultants ) and the term

"management staff'" is linked with a formal management post in

the orqganisational chart ( for instance, Head of Division,

Head of Department or Director ).

In the Portuguese organisation ( CTT ) this diffe;ence of
concepts 1i1s expressed through éifferent career conditions of
progression and salary structures ( Chap. 6 ).

These impaortant questions - concepts and linguistic

differences - will be discussed later in Chapter 3.



CHAP.2 - CAREER PLANNING AND SALARY POLICY: AN OVERVIEW

2.1 INTRODUCTION

This chapter attempts to describe the main developments re-
lated to caréér planning and salary policy in the context of
its growing importance to organisations in both the private
and public sectors, and because of 1its relevant contributions
within the context of Human Resources strategy linked with
the corporate objectives.

The main reasons for this concern are basically Jjustified,
first, because the need of effectiveness and productivity of
organisations aré each more dependent on the performance of
their workforce, especially under an economic and technologi-
cal context characterized by constant changes and markets
challenges.

As Heneman III1 and Schawb ( 1982 ) pointed out, the quality
of the organisations’'s workforce is critical to the organi-
sations’'s overall succéss.

Also social values of managerial functions, toward’'s a view
of self-career planning and success, criate in organisations
the need to establish career development programmes and at-
tractive reward systems in order to offer career fulfilment
opportunities.

Shein (1976) stresses that organisations must become concer-—
ned about career development of workers and mangers in order
te survive economically and so that their human resources

become more fulfiled.



To attract, retain and develope human resourées are for orga-—
nisations synonymous with establishing plans for career deve-
lopment and salary policies against stagnation, low motivation,
high turn-over or low productivity.

We shall, then, try to describe their main concepts, objec-—
tives and current systems, in order to understand in practice
how they are related and managed in the organisations in-

cluded in this study.

2.2 CAREER PLANNING

This 1is an area where linguistic differences are of special
importance. This section will therefore cover a number of
aspects which need to be preliminary, defined since different
authors may vary 1in usage. For our current purpose these

aspects have been defined by different authors as follows:

- the concept of career planning;
- reasons for career planning;

- main elements

. career paths
. manpower planning
. career information and Jjob openings

. appraisal and career planning



2.2.1 - The concept of career planning

1

The concept of career planning in this r+research has the

equivalent meaning of career development, although some au-
thdrs,do a distinction between both.

The main authors gquoted are Beach, Beam, Schein, Kaye and
Geddie & Strickland . .

Beach ( 1985 ) argues that the definition of career 1s more
than a sequence of jobs held by a person during his lifetime,
nLl. it also consists of the training the inaividual follows
in preparation for work roles, and the aims, hopes, ambitions
and feelings in regard4to these work roles...".

Career development‘means, then, the planning of one’'s career
and implementation of career plans by means of education,
training, Jjob search and work experience. According to Beach
( 1985 ) career planning is a subset of career development,
it is the persona1~process of planning one’'s work-life, it(is
mainly an individual process where the employing organisation
can assist through career counselling. This concept 1s also
used by Bea% (‘1984 )dtﬁat argues that ;t is the employee’'s
responsibility to diécover and to meet the expectations of
those who maké the decisions about promotions.

As career planning refered by Schein ( 1976 ), as part of
career development concept, has an internal concept that ref-
lects the. set of steps that make up an ’individual's own
concept of his own progression and has therefore a broader
meaning than employment in one particular organisation, we

prefer, in this study, to use the concept of career.planning

or career development pointed by Kaye ( 1982 ) as a potential

10



process for develogping human rescources. Potential that can be

increased by linking the needs of both individual and the

organisation, a process which encourages a partnership bet-

ween employees and organisations to translate individual

aspirations to organisational goals ( Geddie and Strickland,
1984 ).
This is a. very important definition because it 1links

corporate goals with individual development and it will be
refered later ( Chapter 9 - Conclusions and Recommendations )
in order to support a model for analysing the relationship’
between strategic corporate objectives, career development
and pay practices.

Because, mainly, the field of this study is to describe how
organisations under review meet both needs, in order to
establish stages in a prog?ession defined higher rewarded and
qualified, and how that has Seen managed. It would mean a
focus more wupon plans and activities achieved by organisa-

tions (2) rather than the personal process (3).

{ 2) - Beach ( 1985 ) refers this concept as "career manage-—
ment",
( 3) - For a detailed discussion on this individual process

see for instance Van Maanen and Schein "Career Development”,
chap. 2 1in J. Richard Hackman and Lloyde Suttle "Improving
life at work"”, Goodyear Publish. Co, 1977. Also see Van
Maanen "Breaking in: a consideration of organisational so-
cialization", in R. Dubim (ed.), Handbook of work, organisa-
tion and society, Chicago, R. NacNally, 1975, and Burgoyne
and Germain "Self-Development and Career Planning", Personnel
Management 16, No 14, April, 1984.

1t



2.2.2 - Reasons for career planning programmes

The main reasons that organisations have been adopting career
planning is founded by certain assumptions. A study by Ec-

kblad ( .1984 ) shows evidence on the following ones:

- am individual needs to influence his career and
equally the organisation needs to assutre the

succession of qualified peaople to key jobs;

- the otrganisation’s responsibility to plan for
succession programmes must not be undermined because
of increase pressure by individuals to develap their

own career;

- an employment relationship clarifying indivi-
dual ‘s responsibility for succession plans will
enhance greater’ openess on the part of both

parties; and

- the process requires the joint involvement of
individuals, their managers, and training and

development resources.

Beach ( 1985 ) describes six main reasons for career planning

programmes in organisations:

- career employment opportunities in order to
provide better opportunities for minorities and

women to move up in their organisations;

12



— quality of working life in the way employees
express desires to obtain geater control over
their- own careers in terms of job satisfaction

and career options;

- competition for high talent personnel since
managerial staff often give preference to selec-
ting an organisation for which to work that are
supportive of their career aspirations and have

career development programmes;

- avoid obsolescence caused by Fapid changes 1in
iechnology, in working methods,. in the economic
situation and consummer demand, and career deve-
lopment programs can assist individuals to gain

new skillsg

- retention of personnel in order to reduce turn-
over caused by frustation of individual career

ambitionsj and

- improve wutilization of personnel through the
replacement or rotation in employees jobs which
fit their ambitions and equally the organisa-

tion’'s needs.

Also some work by Fletcher and Williams (1985) refers changes
in social values, rapid technological advances, government
intervention as a wider context for organisation’s needs to

implement staff development programmes. Drucker (1968) argues

13



that job requirements and organisation structure will change
in the future,to emphasize that staff development programmes
must always focus on the needs of tomorrow in terms of orga-

nisational needs, qualifications and additional skills.

2.2.3 - Main elements of career planning

a) Career paths

In modern organisations many writers express the view that
career paths ;re not important anymore as they use to be
because the environment is changing so fast that organisa-
tions need to have flexible systems not compatible with pre-
determined career paths. Although we agree with this view, 1t
must be pointed that it depends on the type of organisation
we are looking at. In large and state dDmiﬁated drganisations
career paths are still an important matter amd, specially 1in
Portugal, where Trade Union philosophy during collective
bargaining process is too much concentrated on discussions
about career paths issues ( i.e. number of grades by type of
jobé and conditions of progression).

A career planning system is basically composed by a group of
elements capable of contributing to maﬁch the individual with
organisational needs. The starting point is to identify jobs
and different 1levels of requirements in order to design
career paths. This task was maivly provided by a process of
studying and analysing jobs in a systematic manner where a job
analysis basis seems to be a relevant contribution (A. Cowling,

1981). Each successive job in the path should contain at least

14



one new skill requirement that was not present in the previ-
sious job (Beach, 1983). The jobs in each career path should
bear a rational relationship to one another.

Some large organisations with significative numbers of Tec-—
hnical and professional staff have designed caree? paths for
these people that parallel the ranks in the management level.
Such professional career paths provide opportdnities for
progressively greater responsibility and also reward indivi-
duals. Riceman (1982) argues that qualified professionals can
move to various ranks and need not seek transfer or promotion
into line management in order to advance. Parallel promotion
steps are provide so that technical and professional staff
can advance high in the rank and 1in the compensation

structure.

b) Manpower planning

Manpower planning plays an important role on the career
planning process, since it envolves an inventory of current -
manpower, a forecast of future needs for various time, an
analysis of the gap between needs and supply, and a set of
implementation programmes to meet human resource needs (Ben-
nison and Casson, 1984). Bell (1974) defined 1t as a systema-
tic analysis of the company’'s resources, the construction
of a forecast of its future manpower requirements, and the
planning necessary to ensure the manpower supply will match
the forecast requirements.

So, information derived from manpower planning such as future

levels of vacancies to fill, by different types of wastages

15



is relevant for promotion or rotation policies.

The manpower plaﬁning, according to Drucker (1968) must also
cheék on the adequacy of the organisation’s career deve-
lopment efforts in the light of tomorrow’'s management job
and their demands. A strong link should exist between manpo-
wer planning and the corporate planning, however, this is not
an easy ta;k‘and severel attempts, showed by Purcell (1983),
has been unsuccesful‘in de£eymining the future job»’requiré—
menté in a rapid change context where a careful attention
should be given to future expectations, in technological and
organisational issues.

In addition Bennison and Casson (1984) refers the influence
of unpredictable external circunsténces in translating the
business scenario 1into manpower terms and the approach to
career planniﬁg is basically to bring informatioA to help an

organisation explore how decisions on career policies must

change as the organisation’s circunstances change.

c) Career information and job openings

The manpower planning process will identify for the organisa-
tion‘ some of the characteristics of career paths that past
employees have followed and future employees will follow.“
Since that information becomes available organisations must
provide it to employees in terms of job(openings, as Beach
(1985) refers it should be publicised by means of bulletin
board announcements. Those aﬁnouncements should give a sta-
tement of job duties, qualifications needed and indicate the

pay grade and location.

As a matter of internal communication policy in the context

16



of the management of future change, publication of~ job
openings cannot be over emphasized. It should significantely
increase the openess and trust among managers and employees

alike.

d) Appraisal and career planning

Performance appraisal has been considered as the systematic
evaluation of individuals with respect to their performances
on the job and their potential for development.

Much has been written about how appraisal plays an important
role on the career plénning process and this study does not
pretend to review that literature in deep or to discuss the
different techbnigues used on appraisal programmes. However,
it i1s important to refer the way appraisal performance can be
related to career development. Beach (12835) makes - evidence
that the appraisal process i1s quite proberly viewea as an
integral part of the development of people i1in the organisa-
tion. Such development leads to improve job performance and
the acquiring of new skills and knowledge by the lndividuél,
this can qualify the employee for broader responsibili-
ties, greater reward assigments and ﬁromotion.

Schein (1976) identifies as a crucial element that the pro-
cess should occur at least once a year, where théimanager and
each of his subordinates should review the entire vyear 's
performance, showing evidence on a dialogue based on the

following elements:

- the employee’ s goals, aspirations with regard

to his/her own career;

17



—  the manager’' s view of the opportunities availa-—-
ble and the degree to which employee aspirations
are realistic or match up with the opportuni-

ties available;

— identification of what the employee would have
to do in terms of self-development, such as ’

training programss; and

— identification of steps in the form of plans for
new development activities that would prepare
the employee for further career growth.

Such a process means that career counselling can be conducted
during a performance appraisal interview where both parts
can discuss the opportunities for career development.

The pHilosophy of Human Resources Development clearly view
appraisal and counselling as complimentary processes. The one
mneeds  and implies the other as aspects of personal
communication.

A similar concept of both performance and career develcecpment
having potential for developing human resources 1is, for
instance, ' also shared by Kaye (1984) that refers the poten-
tial can be increased by linking them together to meet the
requirements of botb individuals and the organisation, empha-
sizing the preparation required in terms of communication,
especially listening and giving feedback to the inividual.
Another contribution is given by Beach (1985) and by Stewart
and Stewart (1981), they consider good pratice for managers
to do more than simply rate their subordinates. Théy should

also work out, ‘jointly with each of their subordinates, a

18



plan for correcting deficiences and building upon strengths.
Some authors like Fowler (1984) argues that the most impor-
tant is not having formalized appraical schemes and advocates
informal individual talks followed by a memo 1ndicating
agreed action. Past research (McGregor, 1972, GILL, 19783
Margerissaon, 1976) based on surveys about apprailisal schemes
shows that ‘the current practices gives greater emphasis on
relating appraisal directly to the requiréments and abjec-
tives of the Jjob, a move towdrds greater openness and a
participative approach, and more concentration on improving
current ’performance on the job rather than on the past or
distant futurg.
Deidre GILL (1977) refering to a survey about the purposes of
appraisal Schemes within 236 companies, mainly to management
grades, showed that 8174 of the companies used directly the
appraisal for career planning decisions. Her main findings
concerning the purposes of the gppraleal schemes were:

- to assess training and development

needs (96%) |

- to help current performance (92%)

- to assess past performance (917%4)

- to assist career planning decisions

(81%)
- to set performance objectives (574)
- to assess inc?eases or new levels

of salary (397%)

Finally, the operation of a career development programme may
bring out new 1ssues that some organisations may not bhave

faced before and, so, they must reformulate their persénnel
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policies and practices. Anocther fact to take in account is
that not every individual who i1s promoted will succeed in the
new position and so the personnel department must work out a
policy to take care of those wor?ers. As Beach (1985) refers
a career development system works best when there is a genuil-
nely open inte}nal market, this means godd ‘communications
about career jobs, job qualification, career paths, and job
cpenings. The selection of individuals for promotion is quite
rélevant and should be méde on the basis of matching qualifi-
cations with job Fequirements and not with interference of
some external factors, such as favoritism and political con-
nections. This aspect takes more emphasis when concerning
public companies where influence 1n appointments or promo-
tions 1s felt from Government, specially for top‘ management

levels.

2.3 - SALARY POLICY

This section will cover fou} basic aspects on which large and
state dominated organisations usually base pay policy. For
our current purpose -these aspects havé‘ been define by
different authors as follows: N ) |
- aims;

- external competitiveness;

- internal equity;

— individual performance oriented to organisational goals.

The main authors quoted are Beach, Armstrong, Bowley,

Cowling, Murlis, Lupton, Lawler, Gill, Heneman and Schwab.
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2.3.1 - Aims and main elements

Career development can not be seen without an adequate pay

policy, since career and remuneration have a strong relatio-

nship. When individuals develop their career they also want
salary increases. They need to know where they stand - an
additional argument for the appraisal/counselling

relationship.

So, wages and salaries can be seen to have three main as-
pects, as a means of providing income for employees, as a
reward and motivating force and as a cost item to the emplo-
ving organisation from which an effective return should be
nbtained, and constitute one of the most important subjects
in the field of human resources manaéement ( Beach, 1985 ).
Recent developments refers the term "corporate salary poli-
cies" to emphasize the importance of pay to contribute direc-—
tly to the company’'s success and linked, therefore, with its
business objectives and staff deveiopment policies.

Salary policies are concerned, in gene?al, with the philoso-
phy of the organisation about remuneration, how should people
be . remunerated, and 1n particular with salary structures,
salary progressiaon, the mix of different typés of remunera—
tion and salary control (m. Armstrong, 1974). Many attemps
have been made to formulate the objectives of a salary poli-
CYy, and one can identify in the literature commonly referred
to as the systems and procedures which enables the organisa-
tion to attract, retain, and motivate staff of the right
calibre (Armstrong and Murlis, 1980). A. BOWLEY (1972) de-
fines salary policy as an integral part of personnel policy

that should help to:
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- attract staff of the right calibre;

— encourage staff to make full wuse of their
abilities and aevelop their potential in order
to achieve the objectives of their jobs and of
the company;s

- reward staff in accordance with the value of
“their contribution;

- prevent loss of moral through dissatisfaction
with pay levels;

- eﬁcourage staff to stay with the company; and

- achieve these aims at minimum cost.

In addition, M. Armstrong ( 1274 ) argues that alliorganisa—'
tions must state salary policies, and the philosophy behind
them understood if salary systems are to operate effectively.
Contributions from A. Bowley and also by A. G. Cowling ( 1981
) show evidence on key principles of remuneration design
related to the correspondence between the characteristics of

remuneration systems and the motives and preferences of the

staff. Individual aims are to feel that he is being treated
/

fairly and paid according te his own valuation. M. Armstrong
and H. Murlis ( 1980 ) argue the individual valuation 1s

based on comparisons with the market rates for similar jobs‘
elsewhere and also with the pay received by other staff in
the same organisation.An individual will also expect his/her
salary to increase with his/her own improvements of perfor-
mance and responsibilities and keep pace with inflation.

We can then, in a general way, define as relevant elements

affecting the salary policy within an organisation, the 1in-
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ternal and external relationship and the i1individual per-—
formance, although other minor factors should not be ex-

cluded, such as the nature of the business, location and size

of the - company, national pay agreements, state laws and
government policy , and bargaining power.

2.3.2 - External competitiveness

In order to be able to attract and retain their staff, orga-

nisaﬁioné must have competitive pay levels with thaose of
other Drganisatiéns employing individuals with similar Jjoab
skills. éxterna] surveys provide the basic information to
enable an organisation to assess the competitivgness of the
remuneration practice. External pay comparisons for mana-
gerial staff are fréquently per formed by having a number of
organisations often 1in a single labour market and indicate
the current pay rates for those jobs. However the determina-
tion of a market rate for managerial jobs 1s not an easy task
because aof the difficulty of assessing whether jobs in other
companies are similar in terms of content and qualification,
even though job titles may not vary, and so salary surveys
are admittedly rather crude indicators of market pay _prac-
tices ( Hememan III, 1982 ).

However organisations keep in touch with market pay condi-
tioné by taking part in those surveys mounted by other caompa-
nies or by p?ofessional organisations ( such as in UK the BIM
or the IPM ) and by mounting theierwn salary surveys. In
this case, Lupton and Bowey (‘1974 ), and also M.Conway
(1984) provide a relevantﬂapproach and useful recommendations

"to carry out own surveys on a systematic basis, minimizing

rd
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common difficulties such as dubious comparisons, meaningless

averages, questionable sampling methods and unrealistic
results. Lawler III ( 1981 ) refers the negative consequences
of surveying the wrong market lead, in some cases, to over-—

compensation or undercompensation decisions.

The result of own surveys may be a survey with much less data
but 1f 1t is planned and constructed on the basis of several
key aquestions the results ascertained will provide basic
guidelines for management pay policy decisions.

AL Cowling (1981) poinfs out, management i1s then in a posi-
tion to decide whether to maintain or establish a position as
a relatively high, average or low paying firm, taking in ac-—
count a trecruitment policy, labour wastage, collective bar-
gaining and general employment philosophy of the organisa-

tion.

2.3.3 - Internal Equity

Since salaries for individual jobs are determined by the

employer, unitlaterally in most cases, or by collective bar-
gaining, and the results 1s the establistment of pay rates,
pay differentials or pay bands, the concept of internal

equity has been 1nvolved to reflect a sense of justice and
fairness 1n the pay structure. In other words, it means that
pay differentials on salary structures should be related to
differences 1n degree of responsibility and gqualification of
jobs.

Internal equity in a simplistic definition is of concern to
avoid that 1less qualified jobs be higher paid than higher

qualified ones and vice-verse.
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Studies by Lee Dyer et al ( 1982 ), and also by Elliot
Jacques ( 1270 ), show evidence that the amount of pay a
person feels he/she should receive is increased when he/she
sees others earning more pay and/or when he/she feel§ others

who are comparably paid are performing less demanding work or

bringing fewer qualifications to their jobs. As A.G. Cowling
( 1981l ) refers, while on internal structure of differentials
15 generally accepted as necessary by most workers, their

feelings concerning equlity and fairness demand that differen-—
ti1als or pay levels be based upon an rational system or
technique. An  i1mportant approach with the possibility of
wider application comes from the operation of staff Jjob
evaluation systems which are often seen by management and
unions alike as one of the few sources for a rational process
to establish the different pay levels or bands.

Job evaluation, derived from a job analysis process aims at
providing a maore systematic and obiective basis for the
comparison of the job’'s contents as an aid to the design af
‘salary structures. It is a technique which seeks to promote
the objective of "fairnmness" by evaluating one job against
aﬁother to establish their relative worth. Al though, as
Thakur and Gill ( 1976 ) refer, it is mot a scientific tec—
hnique ‘but a systematic one which aims to measure the skills
and knowledge of the job agalinst another, i1t attempts to
‘analyse the job and not the job holder’'s capabilities or
personality, and so as B. Livy ( 1975 ) points out in his
work, "... job evaluation with all its imperfection exists as
a major technique for determining pay because it is the best

system yet devised which incorporates the cancepts of logic,
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Justice and equity, which can be made acceptable to all
parties, which i1ncorporates a high degree of flexibility, and
which 1s capable aof modification and updating according to
changing circunstances...".
It is not the purpose of this study to discuss the theory of
job evaluation and to review all its implications ( what
certainly would constitute another research project) or to
develop a critique of its several different methods (4).
However, the methods used are basically based on either a
quantitative br gualitative assessment, according to pre-
determined fac£or5 and are not themsélves concerned to esta-
blish automatically absoclute pay levels.
Rather, it i1s 1important to summarise two recent researchs
related to éhe use of Jjob evaluation schemes within large
organisations.
The first orme presented by M. Thakur and D. G1ll ( 197&6) was
carried out in 213 UK companies, of which 1468 had job evalua-
tion schemes 1in operation and 10 about to introduce. The
number of organisations in the survey which have abandoned
their SchehES was small ( 2.3 4 ) and their‘reasons for doing
so were because, first, the scheme haa generated more con-
flicts thgn it resolved, and secondly, the scheme was stron-

gly disliked by unions.

B. Livy ( 1975 ) points out that these schemes need to be
(4) — For a detailed discussion on different methods, see for
instance: B.Livy, Job Evaluation-a critical review, Allen &

Unwin Ldt, 1975, ' and also J. Butterworth, Tecnhiques of jof
evaluation, in A. Bowey (ed.), chap.7, Gower, 1982.
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planned and developed on the basis of consensus, cooperation
and concord.
The following points are the summary of the main conclusions

\ .

of that survey:

- the main reason for introducing job eval-

uation was to achieve a fair pay
structure ( quoted by 24.3 4L of the com-
panies );

- others purposes were to establish a sys-
tem of job hierarchy and to attempt to

solve some industrial relations problems;

- some 32 Y of the companies had introduced-:
job evaluation more than 10 years ago,
indicating that job evaluatiomn has been a
firmly established technique in some

companies;

- the major difficulty in maintaining a job
evaluation scheme was seen to be divor-
cing Jjobs from the job holders (quoted by
Q7.2 Y. The other main problem was the
maintenance of differentials in times of

high inflation ( quoted by 43.8 % ); and

— about 72 % of the companies with schemes
were unlikely to change their current
methods of job evaluation in the forsee-

able future.
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The other contribution comes from K. Bradley ( 1979 } through
a survey about the reasons for introducingv Jjob evaluation
schemes within 151 UK companies which shows that most of the
companies were first concerned with the establishment of a
fair pay structure. The Suhmary of the main reasons refered

were

- to establish a fair pay structure ( 89 %4 of
the- companies );

- to improve methods of grading jobs (38 Zi;

- to bring themselves into line with current
salary administration practice (34 %)

- to facilitate collective bargaining ( Z& X )
- to deal with company reorganisation ( 19 %Z )
- to’respond to Trade Unions ( 13 % )

- to respond to Govermnment legislation (13 % )

- to respond to current market rates ( 13 4 )

Despite the limitations inherent in job evaluation, the con-
tribution which it has to offer as a means for identifying;
amalysihg and assessing the various jobe, organisations seem
to find and will go on finding in the Jjob evaluation oprocess
a relevant rational basis for the development of the concept
of internal equity, in order to proviae an etficient rationa-
lisétion éf pay differentials, and so to give more con;isten—

cy and effectiveness to their salary policies.

2.3.4 — Individual Performance

?inally, the third element of a pay policy developed in this
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study 1i1s concerned with the individual performance. Beach
(19853) states that the finmal goal of compensation is to
induce and reward better performance.

Since salary structures should reflect, as far as possible,
influences of the external labour market and pay differen-
tials based on a3 rational and systematic process, organisa-—
tions in debterminating their pay policies, should thenm attend
that for the same level of the job’'s gqualification the respe-
ctive Jjob's holders do not have the same DEfformancé and so
individual contributions for the results as a whaole or at
departmental level are different.

" As Qwe referred earlier in this chapter, annual performance
assessement of management staff i1s desirable naot only for.
career development purposes but also for measuring the effe-
ctiveness of individual’'s performance and so to give consis-—
tency to salary policy. Arthur Bowley ( 1972 )} refers that in
the determination of salary progression policy for management
staff the assessement of performance 1s essential, and so i1f
this could be linked to qualifiable achievements such as
management by obiectives schemes i1t will be even more useful.
However, as A.G.Cowling ( 1981 ) points out appraisal schemes
should be carefully performed because the combine pressures
of inflation and collectiQe pay bargaining means, that the

organisation’s annual cost of living increase 1is likely to

dwarf merit increases, and also because of the negative
effect of high level of income taxes. In addition, Heneman

II1 and Schwab ( 1982 ) refer the frequent objection of
unions to pay systems incorporating the merit, since general-

ly unions argue that they do not oppose pay for performance
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in principle, however they charge for the administration of
most pay—for~performance'systems 1s 1nadequate and that the
resulting pay differentials between people are unfair.

This concern, as A.G.Cowling points out, has frequently led
to the tendency for progress Qp, and inmcremental scale to be
automatically based on seniority militates against merit
payment schemes. An approach to overcome this usually resis-—
tence comes from E.lawler ( 1982 ) that argues that a well-
developed compensation philasophy can prqvide an important
stability to the pay system of an arganisation as well as a
good communication policy so that all staff can understand
the system. As Lawler 111l refers, it 1s particulary difficult
to get employees to accept the fact that their pay 1is also
based on thelr performance when this is not a consistently
articulated matter of basic compensation philosophy.

Many organisations try to define a reward system that combine
a basic salary structure composed of a range of pay levels:
and incremental scales within each of those levels, with a
merit progression pollicy 1n order to ensure higher rewards
and faster progress for executives énd management staff ear-—
Nning good appraisal reports.

M. Armstrong and H. Murlis ( 1980 ) define two basic ap-
proaches for flexible salary progressions. First, a fixed
incremental system where the individual moves through the
salary range by pre;determined steps depending normally on
minimum length of service criteria and in addition not giving
an incremeAt to staff rated as unsatisfactory, or allowing
double increments or a special bonus or fringe benefits
package to staff who perform particularly well above stan-

dard.
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Secondly, the performance-related systems where the progres-—
sion is a result of the assessement of the individual and his
present and future value to organisation. Here the progres-
sion 1s directly based on‘the typical point scale of the
performance appréisal repaorts with different levels of in-—
Creases as a percentage of current salary.
Although both systems give scope for rewards adjiusted to
performance, M. Armstrong ( 1982 ) points out that 1t is
aoften suggested that performance appraisals should net be
automatically related tn salary increases because the asses-—
ement can be too concerrned about the finmancial results and
not overall concentrated with the analysis of gstrenths and
weaknesses on a pa?ticipative discussion orienﬁatéd to career
devélopment aspects.
In summary, past research'gy H.Murlis and Wright ( 1985 )
provides some genéral principles in which reward systems
related to merit are held to be significant. Those principles
are as following:

- reward systems should be based on fair and

equitable methods of measuring performance;
- as consistent as possible;

- easy to understand for both managers and

executives;
- straightforward to monitor as operate;

- flexible, good performers have to feel they have

been rewarded;

- based on acceptable basic salaries; and

o
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- supported by a clear séaff/mamagement

development policy.

Finally, concerning the managing of reward Systéms baéed on
berformance it is important to refer that some line managers .
may also seek to explolt the system as an opportuAity to
reward staff with exce;sive arbitrary increases in, pay, and
in thie case as 6. Spencer ( 1980 ) refers. abuses can quilic-—
kly | lead fo loss of confidence in the. "fairness"” of a
étﬁuctgre. Tt is so 1mportanﬁ the management of the svystems
and their moniteoring, as 1t is importanmt the dea}gn and the

~

1mplementation strategies.

2.4 MAJOR OBSERVATIONS ON LITERATURE REVIEWED

The ﬁeview of literature 1s necessary to place the study in
context and £o help prévide the knowledge for comparisons and ’
justj%lcatiom for ‘the cé%clu%ions and recommendations (
Chapter 2 ). As next referreﬁ (Chapter 3 ), the design of the
questionnalre questions for the management survey carriea out
at the Portuguesé organisation ( Chapter 8 ) were largely
drawn f%om this lgterature seatrch.

The literature - is 1in accord concerning the main aspects of
career planning and pay policy at largeAand state dominated
organisations. The type of organisation‘this study is looking
into ( British Post Office, British Telecom and CTT Post and

Telecom of Portugalk) have constrained the literature search.

Because of this we did not concentrate on references emphasi-



\
zling some recent developments of reward systems, such as job

related, performanée related and bonus Schemeé for exe-
cutives. The first concern for large and state dominated
organisations relies on basic pay structures and the establi-—
shment of fair career paéhs. In this context we point Kaye's
definition of career development :

Career development, as a potential process for developing

human resources, potential that can be iIncreased by linking

the i1ndividual needs with organisational strategic objéctives

This 1mportant definition will be used at the final chapter
to support the proposed framework for re-evaluating
nrganisational practices. ~
Anothér aspect we have noticed is that most authors do not
focus career development and pay policy in a context of
international comparisons. Views expressed by different al-
thors are applied to organisations operating in similar envi-
ronments. As we refer in Chapter 3 UK and Poétuguese organi-
gsations have similarities and differences on their internal
and external environment, and organisational practices are 1n
a complex interrelatipnshjp with conditions in the environ-
ment. we share A. Williams ( 1981 ) view " ... the essential
difference in the thinking of an organisation as an  open
rather then a closed system is that due emphasis 1s given tq
its dependence upon the environment for its continued ‘exis—i
tence ..." ( see Chap. 3 — Figure 3.1 ).

However we must point Hofstede references on limitations 1in
international studies where we must consider fhe dominant
national ' values and cultures and so the methods and -

techniques used to understand the functioning of
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organisations in different countries ( see Chap.3 - 3.2 ).

Finally, the literature search does give some answers but not
all of them: it is difficult to measure the effectiveness of
organisations with a clear relationship with career plannning

programmes and pay systems in use.

The mext chapter will try to describe the research methodolo-
gy used and difficulties encountered in data collection wit-

hin organisations.



CHAPTER 3 - RESEARCH METHODOLOGY

In the previous chapter we have briefly mentioned some
basic treatments in the received literature in the context of
the importance of career development and pay policy for
organisations.

This chapter attempts to describe the methoa and limitations
of collecting information from the organisations included 1n
this study.

After defining what data we needed we decided that i1t was

important to point cut some major aspects that could cons-—

train our work.

3.1 SIMILARITIES AND DIFFERENCES BETWEEN ORGANISATIONS

British Telecom (BT), the British Post Office (BPO) amd CTT
have an external environment and an internal context that
influence their personnel policies and systems.

First, the Porguguese organisational model is currently simi-
lar to the British one before BT privatisation. CTT provides
-both services - postal and telecommunications — 1t 1is a
state corporation where Board Members are appointed by the
Secretary of State for Communications for a 3 year period and
the Government has to approve the corporate plan.The market
‘Context of CTT and BPO 1% quite similar: they share interna-
tional rules, agreements and pricing policies ( according to
UPU - Union Postal Universal ); both companies have the same

type of customers, services; both still have an image of not
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necessarily being a profitable activity , partly they are

seen as providing a social service. CTT.and BT alsc share
international systems, 'égreements and pricing policies since
both are full members of UIT - Internacional Telecommunicati-
ons Union H however BT is suffering from competition from

private operatoré using conventional technology and operating
in privileged markets with guality of serv1cé. In Poétugal,
CTT does not have such competition at the present.In the
short term, however, it is quite possible that CTT must

adapt a model to make a conciliation between aims of a soccial

service and the enterprise aobjectives of productivity. It
keeps its social nature - services are accessible to everyone
- and, at the same time, tries to achieve 1ts profitability

£hrough adjustment of prices, considering the characteristics
of each product both in competition and development terms;
development of new postal services, Supply‘services in coope-
ration with other parties.

However, in terms of the labour market, in Portugal an Execu-
tive 1in CTT expects to(develop,his career within the Samé
company wlithout significant oportunities to move to anot-
her one. In England the technological and social growing
context affects labour market perspectives in terms of grea-
ter mobil;fy and so the own concept of career .This issue 15
however much more relevant in BT tham in BPO.

This differeﬁce concerning mobility will certainly affect the
individuals expectations that will try to match his aspira-
fions to the opportunities the organisation can providé.ln
the context of an individuél's whole career development,

these expectations are affected by factors cutside the orga-
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nmisation ( i.e. labour m@rket Y but also by many inside it
(i e. promotion and pay policy, appraisal systems, etc D

- Other important issues such aé the difference in management
attitude and style; the organisational and the nationai
culture also influence personnel policies and contribute to
better ‘understanding of personnel practices 1n use within
organisations under this study.

A study by Hofstede (1984), about international differences
in national culture among 40 modern nrations showed that
organisations are culture-bound.This applies not only to the
behaviour of people within organisétions and.to the functio-
ning of organisations as a wholej; even the theories developed
to explain behaviour 1n organisations reflect the national
culture of their authors, and so do the methods and techni-
ques that are suggested for the management of organisations.
The consequences of this cultural relativity are describéd
in a number of areas : motivation, leadership, decision-
making, management by cbjectives, planning and control, orga-
nisatiaon develépment and management development.

Before presenting descriptions of the case studv companies in
the next chapters these factors had to be . introduced- to.
remind us of their relationships and how important they are
to understand satisfactorily how career development practices
and pay policy . have come to be as they are and how they
should or could become different in the future. The diagram
below ( Figure 3.1 ) tries to represent the relationship Of,
some of the variables described influencing organisational

effectiveness in order to understand some difficulties .re-

lated to our data collection results within organisations.
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This model will_ be referred to later in  the conclusions

chapter.

v

Figure 3.1 - Internal and external variables
’ from a corporate view

International, context

External environment , N

Technological Legal, Political ;
and social context. and market context |

Internal context

Management Organisational
style cul ture

Personnel
Policy

~ l Individual
attitudes

Formal
structure

— Career development coqcebt
and procedures

- reward systems

SOURCE: Model developed by the researcher
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3.2 THE INFLUENCE OF THE LANGUAGE IN THIS STUDY

Finally, problems with the use of language in data collec-
tion. We mean the concepts available in English and in Por-
tuguese, not only the translation of guestions for the inter-
views but also apparent equivalents sometimes do not express
the meaning intended by the researcher. As an example of this
limitation in international studies, translators of American
literature have noticed that French and .many other modern
languages have no equivalent for the English "achievement” {
Hofstede G., 1984 ).

Inm Portuéuese 1t 1s difficult to tramslate, without further
explanation, the difference between "business studies" and
"management studies" or the equivalent for the English '"com-
mitment". In other words, our translations filter meanings
according to our countries’ dominant value systems, it ref-
lect the nmational culture and so do the methods and techni-
ques used to understand the functioning of organisations as a
whole and to suggest modern systems for management of human
resources.

It might also be important to mention the lack of Portuguese
personnel/management literature, most literature available in
Portugal concerning career development and pay policy comes
from American, British or French writers.

And so, it is important for one to try to prevent " culture

invasion .
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3.3 DATA COLLECTION METHODOLOGY

In order to obtain adequate and relevant information for the
study, -two methods have been explored in the process - " case

study " and survey . ) (

But before we want to point out that two factors have positively

influenced the access to good data. First, Board Members of
the Portuguese company ( CTT ) concerned with the field of
the research have requested the collaboration of British

Telecam and of The Post Office in ovrder to provide all the
facilities to the researcher during his visit to England. The
answers were positive and both companies have appointed a
senior manager to be the liaison member between the
researcher and the company, which was very 1important because
they all provided good. data facilities and arranged all the
interviews needed with other senior managers. Secondly, due
to the fact that the researcher is a member of CTT management
staff, working over the last 7 years at the Cérporate Ferson-
nel Department and currently he is Head of Management Deve-—
lopment { a new department created 1n 1987 by a reorga-
nisationeal process which affected all the comhamy structure)
access to good data and collaboration to the survey for the

FPortuguese case has been. provided in a very useful and

friendly way.
a) Case Studies

Under the circumstances of a descriptive nature of the mate-

rial the comparison of current practices in the 3 organisa-
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tions are otrganised as "case studies", where a "non—-reactive”
method of data collection was used (3) ¢ such as, companies
reports and statistics and statutory documents ) and also a
"reactive" one ( interviewing some senior personnel officers
and managers with infaormal discussions ).

Data collected about personnel policies and procedures con-
cerning career development and pay systems for executives
within ©British Telecom and the British Post 0Office started
during our /first perioé in England, between April and July
1986 followed by shert visits in October and during 1987.
bata presented as ''case study", shows that one” limitation
encountered is that the resultg are i1n a very descriptive
mode. All information collected comes from both . internal
documents and interviews with persoﬁnel senior officérs and
managers.

Unstriuctured interviews took place during the exploratory
phase followed by an analysis ' of first data collected and by
a éecond visit supported by some pre-coded questions. UK
Departments where the researcher has i1nterviewed managers and

collected good documentary source are:

British Post Office
Corporate Personnel ( London )
Training Division ( Mr G. Ryalls);

Management Development ( Mr. David Thompset j)

(3) - See, Moser & Kalton, Survey Methods in Social
Investigation, Gower, 198S5.
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Pecruitment and Praomotion ( Mrs Kathy Reason );
Pay & Industrial Relations ( Mr. Adrian Warren );
Corporate Planning Director ( Mr Roger Tabor ).
Management College ( Rugby )

Personnel & Industrial Relations Traimning ( Mr R.

Wright ).

British Telecom

Corporate Personnel

Management Development ( Mr Bob Cole )3

Pav Policy { Mr Terry Downing );

Job analysis‘( Mr Paul Higson )

Superannuation policy ( Mr Tony Rodwell );

BT Telconsult personnel manaéer ( Mrs Caroline Kelly }.

Urnfortunately, part of their views merely provide us with the
description of systems and procedures and with(the ccrporate
statement about personnel policy. It gives us very little

insight into what happens next or more significantly what has

caused the situation and what are the results in terms of
effectivensss. However the documentary source collected was
!
/ . B
vEry gund which provided the researcher with relevarnt mate-
rial.

The popularly attributed limitations of the case method in

—

research . centre around the issues of verification and
generalisability (é). Nevertheless, the aim of the case study
(6) On the limitations of case studies see, for
instance, Chris Clegg, Nigel Kemp and Karen Legge, "Case

Studies in Organisational Behaviour", Harper & Row, 1985
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was just to identify procedures and practices and not to
establish relationships and configurations with an eye to
generation or testing of a hypothesis.

To overcome this limitation and in order to follow in a more
consistent way our research objective - recommendations to
the Portuguese Administration -~ we decided to go further
after the CTT case study by conducting a "Management Survey'

at CTT.

b) Manmnagement Survey at CTT ( Portugal )

The management survey at CTT took the form of a mail questi-
onnalre.lts main objective was to get information from senior
management staff about what they think about career develop-
ment  and current pay policy practices at the company and to
find out what contributions they could provide concerning
recommendations for modernisation of personnel policy 1in
those 1ssues. The guestionnaire was designed taking into ac
count the key issues raised from the literature reviewed ( in
chapter 2). As 1nternal communications seems to be not quite
clear ( managers do not have to much opportunity to be invol-
ved 1n decisions about pay policy and career aspects) and
because CTT have been recently involved in a reorganisational
process ( January 1987 ) which affected many managers ( some
have lost their management positions and have been relocated
as senior consultants) 1t was quite delicate to obtain opi-
nions about those issues.

Due to those factors, and also because it seems a particular-



ly quick method of conducting a survey, we decided for a
confidential mail questionnaire, having however in mind some
limitations.of this method of collecting information, such as
distorted answers o+ misunderstanding the questions (7).
Another important éspect that could constrain the survey was
the average rate of reponse in previous guestionnaires inside
the company ( about 30 = 35 % ) during the last 8 vyears,
which was not very sign:ificant.

50, it has been a satisfaction when this survey - the first

one at CTT concerning career development and pay policy for

senior management staff - showed a rate of 32 4 of respon-
dents, in particular 1f we note that the timing was not the
most apbropriate ( the traditional summer holiday period ).

The field work which was spread over several weeks, between

July and end of September of 1987, was done in two phases:

1) " Exploratory Stége " which lasted for a period of four
weeks, the reseacher was able to pre—-test some questions of
the survey through direct interviews wilith seniaor managers (
about 5 % of the survey population ).

The researcher has followed Reeves & Harper's (1981} advice
taking the draft questionnaire to those senior managers to
seek thelir views about the design of the questions.

This phase was of great significance to the entire survey in
that it allowed the researcher to re-examine the whole pac-

kage of questions. From the results of the exploratory phase

(7) See, Survey Methods in Social Investigation, Chap.11
-~ Mail Questionnaires,; Moser & Kalton, Gower, 1985.
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some lrrelevant questions were eliminated and others have
been re-written in order to avoid possible misunderstandings.
As Reeves & Harper (1981) point out often questions that seem
to the researcher to be dealing with distinmctly different as-
pects of an issue, 1n practice elicit the same answers.

As a conseqguence, firom an initial draft of 70 questions,
after this phase, the guestionnaire was reduced to a total

of 57 questions.

2} The modified questionnaire started to be mailed to manage-
ment private adresses on 87/08/07, with a stamped and pre—
addressed envelope and a covering letter which outlined the
purpose of the survey and underlined -the poiﬁt that the study
was being undergaken for academic purposes. Four weeks later
we malled a second one because during August some of the
managers could still be absent from homes on summer holidays.
The population of the survey consisted of 200 senior managers
’ !

from CTT7T ( the total of senior managers as at 30.July.1987

), with the following distribution.

Figure 3.2 - Survey population
i Management | Telecom. Postal Corporate | '
{ Grades ' sector sector services : Total |
: 4 : Q@ 7 14 ' 30 |
: 8 1 13 1) 12 g 31 :
; 7 i 53 51 35 : 139
: Total | 75 64 &1 d 200 i
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The questionnailire was structured in four parts. Part I con-

tained 7 introductory questions as a preparation to the

main suject, Career Planning aspects ( Part II - 24 questioné
) and Pay Policy ( Part III - 26 guestions ). The final part
contained factual questions ( management grade, sector,

length on service and age '), which were included to enable us
to discover ‘effects of these variables on the managers perce-—
ptions of the key iscues ( .see the QOuestionnaire and the

British translation on, Appendix VII ).

%) Returns were analysed , at Middlesex Business School, on a
DEC 10 computer using SP55 package capable of handling 1000
variables.

Following Moser & Kalton (1983), the survey statistical ana-
lysis was started by constructing 9C frequency distribution
tables of the_answers for each question and canverted 1i1nto
percentages and then the average has been calculated. This
first approach allowed the researcher to have a general view
. of what was typical of this sample of respondents. Then, the
researcher wanted to{test whether there Qas any relationship

between the answers and particular aspects of the population,

i1.e. 1f the distribution frequency was influenced by some
variables such as thé age, the length of service, and the
business ( Postal managers could have different point of view
from Telecommunications ones ). This was achieved by estima-

ting, for each guestion, the statistical Chi-Squared test, at
104 of 1level of significance, which is better suited to

management surveys ( Taylor and Dunning, 1983).
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4) Survey results and comments are presented in chapter 8.

NOTE TO THE FOLLOWING CHAPTERS

The following chapters present data collected from:

— The British Post 0Office - Chap.4 ;

.= British Telécom - Chap.5 ;

- CTT-Post and Telecom of Portugal - Chap.5 ( before the
management survey was carried out so that the comparison - of

practices have the same level of data collected }.

Under the circumstances of a very descriptive nature of the
material and because sources were decumentary .and direct
interviews with senior managers it is ve}y difficult to
comment on the effectivenesse of practices p;esented.

However Chapter 7 tries to compare and to comment in  a
systematic presentation main agpects related to career

development and pay policy in the three organisations. .
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CHAPTER 4 - CASE STUDY I: The British Post QOffice

4.1 INTRODUCTION

The British Post Office is a large organisation, particularly
in terms of workforce - 177.200 approximately, of whom 14.300
are Postal Executives and about 1.400 are considered Middle

and Senior Managers.

The organisation is also large in terms of cash, turnover,
equipment and property owned, and from a market point of
view, the main activities of BPO are organised in four

busirness:

- Letter<e business
— Parcels business
- Counters business (8)

- MNational Girobank (9)

Lilke most large crganisation, a number of different functions

characterize BPDO Departments in the structure of the organi

(8) - Counter services has had its own Managing Director
since 1984 and is similarly moving towards constit-
ution as a public limited company, but nmot until 1988

because of the need for a considerable process of
further development.

(?) — OGirobank, whose study is not included in this research
became a PLC in October 1985, a move which formalised
the existing situation as the bank had already ope-
rated for many years largely as a distint business
under a Managing Director.
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sation. Many people spend most or all of their careers 1n

these departments or others of the many functions which exist

in BPO.
During the period of our research, however some important
strategic developments are going to take place. The main one

is a strong market oriented strategy which 1s going to pro-
voke a deep change within the BPO organisational structure.
Some exploratory interviews with senlor managers, such as
with the Corporate Planning Director, gave us i1nformation
concerning that new iscsue.

Postal business reorganisation will determine that the three
main general business - Letters, Parcels and Counters - will
be run under three managing directors. According toc the BPO
Corporate Planmning Director the needs of customers are beco-
mirng more specilalised and complex, and good service at compe-
titive costs depends on being able to respond quickly and
expertly to developing market needs.

These needs will be best achieved by having people organised
in a way that enables trem to develop the specialist exper-—
tise required by each of the very different markets of the

Post Office services.

4.2 THE ORGANISATION OF THE PERSONNEL FUNCTION IN BPO

The personnel function at the British Post Office 1s curren-
tly characterized by a decentralized and regionalized
structure according to the Corporation organisation.

At central level, personnel departments are responsible for
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policy formulation and control which includes definition of
recrultment policy, definmition of selection precedures, de-
sign of selection tests, selection assessment for executives
and responsibility for the organisstion of all national sele-
ction boards.

Special departments have a main role in policy formulation on
career development, including promotion, transfers, apprailsal
and training, and on the industrial relations policy such a
salary reviews, working conditions, producfivity schemes and
national umnion negotiations.

Anocther main role of central departments, concerns manpower
plamning policy integrating the staff needs with the busi-
ness goals.
At regional levei, personnel departments are responsible for
policy implementation and development.

This means, coordination of persconnel needs of employees,
recrultment planning for postal and clerical grades, effec-—
tive wuse of resources, organisaticn of promotions boards,
medical and discipline matters, staff training in basic
grades and participation 1n regional union negotiations.

At locair level, personnel units have the function of person-—
nel management and administration.

These activities involves the future career development of
staff, local recruitment, promotions boards according to
central guidelines, staff records, disciplinary procedures,
monitoring sick absence and irregular attendance; attending
industrial tribunals; introducing Jjob release schemes; wel-

fare matters; retirements; local staff training; futher
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education compensation; clains and participation imn local union

negotiations.

Figure 4.1 - PERSONNEL CHART

! POST OFFICE HEADQUARTERS | —w——wee > POLICY FORMULATION
: ( Central Level ) ! AND CONTROL

! REGIONAL HEADQUARTERS R > POLICY IMPLEMENTATION
; { Regional Level ) : AND DEVELOPMENT

HEAD OFFICES —————=%  PERSONNEL MANAGEMENT

( Local Level ) AND ADMINISTRATION

4.3 JOBS AND CAREER PATHS

Career structures have been oréanised on a basis of different
job families according to different levels of qualifications.
Each level is a result of a group of jobs with a similar
degree of content and has been based on a job analysis pro-

cess. The current career structure, dated from 1973, repre-
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sents three broad tiers of staffing:

— senior management grades

- middle management grades (executives and
SUpervisors)

- basic‘gradeg (consisting of postmen; postmen
higher grade; postal assistant; postal
aofficer and other minor gradec such @ as

cleamners and doorkeepers).

Senior management grades are divided into 9 bands of guali-
ficaticn (see figure 4.2) and each band comprise of different
job titles that denotes the managerial position according to

management levels (central, regional and local).

¢

\

Figure 4.2 - Senior management grade

or Postmaster.

; 4 to 1 ; ~— Directors (national and regiocnal) ;
; S ; — Assistant Director or Controller ;
; ) ; - Head of Branchj; Head of Divisiong ;
; ; Assist. Director or Controller; ;
; 7 ; — Head Section or Assist Controller ;
; 8 ; - Head Section or Head Postmaster ;
; 9 ; - Head of Group; Assist. Head of Section;
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Middle management grades are known as the Postal Executives

(PE) and supervisotrs in sorting offices and counters, and
Engineer Executives (EE). Basically Executive grades has 3
bands (A/B/C) . However, later on 1n 1975, after trade union

disputes another band was created (band D) to give the possi-
hility of progression to high gqualified and potential staff
from the basic grade, such as clerical and sorting office
staff. Generally the access to band D for those grades repre-—

sents their limit of progression.

; Postal or Engineering ; ; C ; D ;

; Executives ; ; ; ; ;
Graduates enter the organisation as Executives - band C or B
for Postal Executives according to skills and professional
experience, the work of post?l executives varies widely
depending on where they are based. Head. post offices may

have large numbers of basic grade staff working for them but
in a headquaters unit, where the work is more concerned with
policy formulation and development, supervision of staff does

not seems to have a greater part of the postal executive ‘s

duties.
Graduate engineers normally are recruited as Engineer Exe-

cutives, band B, and wusually remain 1in the engineering
function, which has a Senior Management structure with levels

of responsibility similar to general management positions.
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4.4 CAREER PROGRESSION AND PROMOTION POLICY

Career progression through executive or senior management
grades does not depend on automatic length on service or age
criterion. It 1s characterized by a conceptual philesphy.
According to Post Office policy statements it means taking
steps to ensure that the organisation is making the most
effective use of their senior staff in terms of their abiiity
and potential; the main abjective of the éoncept of career

development 1s to ensure that sufficient human resources of

the right calibre meet the present and future needs of the

organisation. The diagram below shows the conceptual appro-
ach.
Figure 4.4 - Progression Philosophy
i Organisation | ¢ Senior Staff |
v v
Identily the Appraisal
jobs ]
V3 A3
Prepare Counselling

Inventory of skills, :
aptitudes, experience ;
1 A4

Development

Establish
vacancies

< _—— m,m -

\ Transfers ' i Performance |
e —— — > and P : and H
: Promotions ' : Potential 1

(adapted from Report "Staff Development'", Post Office Mana-
gement college)
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Within such system career perspectives for executive grades

include transfers from the middle management grades to senior

management grades. Usually those perspectives deppend up the
vacancy levels, and the possibility of progression include

either inside Postal Headquarters or with transfers to regio~

nal departments.

The following diagram attempts to represent the progressiaonal

movements into and out of career grades.

Figure 4.5 - Career progression flows
POSTAL HEADRQUATERS REGIONS
: Senior i : Senior
| e >

! , PE. B ! ---—>! PE. B | --—->! PE. A ! :
! ! PE. C ! —————mmmmm—mm o > ! PE. C ! !
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Before explainning further specific aspects of career pro-
gression 1t will be helpful to note that the determination
of v;cancy levels 1s the first step of an integrated promo-
tion policy.

At the Bratish Post Office, vacancies have been determined by

two main factors:

- replacement; and

- creation of a new j0b.
Here line managers play a key role, they are responsible for
the prediction of a vacancy, and authority tc fill a vacan-—
cy depends first on the . effectiveness of that epecific

Jjob according.to the 'obiectives of the department where the
vacancy 1s proposed to be filled.

The Personnel Department will assist line managers to .ensure
that the jbb meet to the maximum possible extent the needs of
the .business. In case of a new job a job analysis process
will take place to determine the adequate grade level and the

appropriate skills.

4.5 FILLING OF VACANCIES

Generally vacancies will then be advertised within the lDCél
unit and key posts will be advertised throughout the region
or central departments.

In determining the method of filling, the local manager will

take account of the availability of suitable internal re-
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source - the Paost Office policy is to fill the large majority
of jobs from intérnal resource - as indicated by personnel
plans and by appraisal evidence as well as of any need to
inject new resource from outside the unit.
Among those who could be expected to perform the duties( of
the job effectively there will also be an eligibility CF;te—
ria ta limit the field of selection, de to ensure that
camdidateé with potential will not be éxcluded because of
Tarbiltrary criteria such as years on the gfaqe or 1enéth of
service and on the other hand to ensure that these would. not
be incluced candidates with qualifications not needed for the
effective execution of the Jjob. The. appoitment policy is to

fill each wvacancy with the most suitable and meritorious

candidate available for the Specific‘job, rather thanm for the
grade as a whole:

This suiltability criteria is measured by several factors,
such us 2pbllity, experience, skills or potential.

Then, short listé of candidates are presented to .eelectlon
boards that are respbnsibie for selection of the appropriate
candidate, Ltaking in account the "Individual- Record Form",
the "Report on Job Pgrformaﬁce“, and followed by interviews

1 f necessary.

4.6 CAREER DEVELOPMENT AND APPRAISAL

i) Aims of the appraisal system

'

As we have just noted an important factor in ‘assessment of

the suitability for promotion is taking into account the
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performance and the potential of the candidate. The asses-—
sment of past performance, and therefore the assessment of
potential for promotability seems to be some of the aims of
the appraisal scheme related to career development for exe-
cutives and senior management. It is also the aim of the
annual appraisal system to provide the Personnel function
with infarmation about the skills, strengths and other qua-
lities of senior managers as an aid ta individual career
counselling and guidance.

As we will see later on, the appraisal scheme is also used

to provide a basis for determining salary movements and

bonus payments.

11) Staff development and personnel role

As line managers are responsible for appraising, counselling,
agreeing objectives and for the development of their staff
the personnel function has an important role offering them
gulidance and direction as well as maintaining the co-ordina-

Lion of activities within and between all departments.

These 1nclude identifying skills in functional areas, pre-—
paring and regularly updating sucession plans, operating the
appraisal system, recognising high potential staff at all

¢

levels and give career counselling interviews.
Specifically in relation to the appraisal system the per-
sonnel function is responsible for developing and monitoring

national appraisal policy including:
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- standardisation of appraisal forms

— guidance to the appraisal system

— give training courses for appraisers

- auditing to ensure apprailisals are being
completed to a satisfactory standard

— ensuring that appropriate action is taken
when staff performance falls to amn unacepta-

ble level.

1ii1) Components of the system

Job description 1s an important part of the appraisal system
for erecutives, setting out the main responsibilities of the
individual jobs together with indications of the performance
expected.

The other components are:

~ the Indivigual Record Form (IRF); and

-~ the Report on Job Performance (RJP)

The IRF (see Appendix Il ) gives a record of the individual's
training, experience and educational gqualifications. It is
attached to the annual appraisal form so that the appraisers
have a comprehensive basis on wich they can make recommenda-
tions. The IRF 1s not only designed to be an appraisal record
form but also to be used as an aid to manpower and career
planning, placement and traiﬁing plans.

The Report on Job Performance (see Appendix 111 ) is used

during the annual appraisal, generally in April, and 1is
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formed by a section comprising Job definition and state of
results against agreed objectives, a section for the asses-
sment of Performance of current duties and a promotability
section related to the potential. )
The overall assessment is then rated ( A to D )VaCCDFleg to
levels of per%ormance, Qhere C and D represents the unaccep-
table levels for eligibility criteria to promotion.

For Senior Managers performance i1s measured 1in terms of the
achievement of agreed objectives for the year under review.
The appraisal system for senior management 1s not exactly in
the gsame way of executives. Here the assessment of perfor-
mance takes reference to a table of key objectives agreed,
the results obtained and the factors affecting resultes. At
the begining of each vear, the process begins with setting of

clearly defined objectives with their superiors according to

pre—established guidelines, such as:

a) objectives must he results orientated, based on

expected outputs and on achieving results;

by they must be specific, capable of being measured in
a qualitative or quantitative way and in the short

or long term; and

c) Achievable in terms that managers agree, and

understand that they are priorities where main

efforts should be concentrated.

During the appraisal process, normally in April, objectives

and results achieved are reviewed, taking into account any
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significant changes to the original objectives which may have
been agreed during the year. The performance assessment is

then made in a form of a Report giving a special attention,

in case of shortfall in perfoermance, to the reasons behind
them. These may include insufficient precision in defining
the objectives or by external tactors outside the indivi-

duals contrel.

4.7 COUNSELLING AND CAREER DEVELOPMENT

As we have noted earlier in this chapter on progression
philosophy, career counselling plays a consistént role for
career development. This takes the form of career interviews

and all executives appraised are encourasged to take advantage
of the opportunities offered through counselling to discuss
relevant matters to their job performance and career develop-—
ment. The Post 0Office states that the "career counselling
interview has the main cbjective of to secure and or maintain
the highest possible level of performance and motivation in
an atmosphere of confidence between the i1ndividual and his
manager " . It 1is centered on the work rather than the
personality of the individual and the emphasis 1is on the
immediate future rather then about the recent past.

However the results of the performance assessment are
discussed 1in a way to improve any weaknesses concerning
specific future objectives and targets.

During this counselling interview executives are told about

their appraisal markings and implications for career deve-—
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lopment 1in relation to transfers, promotions and gspecific
training programs. It also includes discussioh and agreement

of objectives forkthe coming year.

4.8. SUCCESSION PLANS AND STAFF DEVELOPMENT

Succession planning is the process used to try to fit current
resources to futu;e requirements. For this process the amnnual
appraisal system and the counselling interviews provide rele-—
vant i%formation about career intérest of executives relating
to future needs.

A second component of the process is to forecast movements
into and out of executive grades taking 1into account the
number of staff in present grades and incorporating :t with
assumptions of future levels of recruitment, wastage and
promotions. This function to the Post Office seemszto be not
quite déveloped vet mainly because the preaictions éf future
manpower requirements 1s closely related with some absence of
concrete information on . what changes in the nature of the orga-
nisation strategy or 1in the use of new teﬁhnology might
affect executive  workforce levels (increase or decrease).
However, there are attempts to establish and review at least
at 6 monthy intervals sucession plans. The system elaborated
at regional level isltrqnslated by two dochments, the Indi-
vidual Record Card and the Job Replacement Card (see Appendix
Iv ).

The fotrmer 1s used to contain individual information for all

Postal Executives marked qualified for promotion, and later

is used for each Postal Executive job containing information
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about the -present job holder, principal duties and responsi-
bilities and the immediate replacement references.

Regional departments co-ordinate their succession plans to
ensure that regional staffing needs are met, providing
information to Central Department 1n order to assess the
national situation and to provide available information to
corporate manpower planning studies. which deal with all

levels of staff. The main issues are about:

- future manpower reguirements, in terms of
skills and qualificationm for each Postal

Executive grade;

- the pattern of future losses, in terms of
retirement age, retirement policies angd

voluntary wactage;

- replacement policies, i1n terms of proportion
of wvacancies filled by recruitment or Dby

promotion.

Concerning senior management staff, Regional units also pro-
vide information to central personnel department related to
appraisal results, counselling interviews, expected retire-—
ments; as 1nformation 1s also analysed in order to develob
policy on seniar management development.

The diagram below ( Figure 4.6 ) tries to represent the main
input and output of information relevant to staff development

and training.
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Figure 4.6 -~ Information Flows

INPUTS
- annual appraisements
- details of changes to performance and aspirations

- details of antecipated vacancies and proposals for
filling

- recommandations for early retirement
~ selection decisions
— Organisational changes

~ Identification of middle management resource with po-
tential for promotion i1nto senior management staff

OBJECTIVES
- to develop policy on:

- recrultment
- promotion

~ appraisals
- retirement

- tao identify future needs , recommending action to
meet future resource needs

- to make appointments up to higher senior management
grades

QUTPUTS
—- general advice on policy:
- appointments
- change to early retirement

)
L}

)

'

¥

1

)

%

'

— appraisal procedures :
1

1

]

¥

]

1

1

'

— advice on availability of resources from ocutside the
Regiaon for filling vacancies within the Region

SOURCE: " Staff Development Report ", BPO
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4.9 SALARY STRUCTURE AND PROGRESSION

Executives and Senior management have different salary
structures and conditions of progressiaon. However both have
been developed from the job analysis process and have 1n
common the same cbjective: to hire, retain and motivate both

st

ff succesfully.

4.,9.1 Executive Salary Structure

Executive salary structure is composed of a range of pay
grades and incremental scales within each of the career
grades.

' Figure 4.7 - Executive Salary Structure (March 1986)

: 17.100
17 000 -1
' 16.598
14 Q00 -
: 15.778
; 15.32%2
195 000 -
: 14.961
f - 14.0464
14 000 -
: 17.284
13 000 -
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; 12.7253
12 000 -1
' 11.981
! 11,162
11 000 -
' 10.385
10 000 - 9.958
' 2.809
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? 000 -!
H 8.698
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Pay progression from one pay level to ancther within each
'grade is dependent(upon a fully acceptable performance and a
minimum of 12 wmonths continuous service in the current

salary band.

4.9.2 Senior Management Salary Structure

Senior Management has two types of pay structure. Between
bards 9 to 5‘the pay structure for salary band ( see Fiqure
4.8 ) is composed by three pay levels:

~ basic salary
- standard maximumj; and

- extended maximum

Which represents the theoretical possibility of pay progres—
sion. Pay progression from the Basic to the Standard Maximum
will be dependent upon the performance appraisal m%rking and
also a miﬁimum af 12 months in the current salary band at the
end of the preceding appraisal year.

Progression to the extended maximum of each salary band 1s
authorised only in very exceptional circumstances, and the-
refore 1n a practical way we can say that the average ma-—

ximum progression is to the standard maximum pay level.
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Figure 4.8 — Senior Management Salary Structure

(March 1986) N
Bands Basic Standard Maximum Extended Maximum
S 28.820 30.100 31.000
& 26.050 27 .250 28.070
7 23.580 24.700 25.440
8 20.960 22.350 23.020
9 Max 18.470 192.800 20.3%0
17.680
16.890
Min. 16.100
For Senior Managers between bands 1 to 4, their salary

system 1is based on personal contracts according to the
setting of objectives, which includes a basic salary and
fringe benefits, such as car for personal use and a bonus

scheme.
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4.10

PERFORMANCE APPRAISAL AND PAY POLICY

As we have
ment staff
scheme has
level at
sustaining
appraisal.
Where

the.

the

‘unacceptable marks
appraisal

salary

described in the former chapter all senior manage-

are appraised annually. The performance appraisal

effects on the annual salary. Maintenance of pay

the standard or extended maximum depends upon

a fully acceptable performance marking the annual

(10) are given (marks D or CD) for

year immmediatly preceding a salary review,

of the individual will be reduced as the fol-—

lowing terms:

- from the extended maximum to the standard

maximum i1f the individual is being paid at

the extended maximum of the band:

- from the standard maximum to the basic
level. 1f ﬁhat manager 1s being paid at
the standard maximum; and

- hy no increment in the case of an
individual being paid at or below the

maximum of the basic range.

(10)

- See 4.6 -~ Career Development and Appraisal
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From October 1986, where a C marking is given for the third
consecutive time 1In the appraisal year preceding a salary
review, the salary of that mamager will be reduced in accor-—
dance to terms described above.

Senior Managers appraised with "AA" or "A" will be eligible
for considefatiom for a bonus payment scheme in recognition
of their performance during the immediately preceding ap-
praisal vear. The amount of individual bonuses, and the
decision to award them, is at the discretion of directors,
but normally varies from a minimum of 100.00 to 7.59% of the

salary level, and 1t is pailid in October of each year.

4.11 EXTERNAL PAY COMPARISONS

As we earlier noted in respect of the cobiective of Pay Poli-
cy, so that organisations are able to adjust pay levels and
a structure that will allow them tc attract and retain work-

force, their pay policy chould attempt three basic elements:

-~ Pay levels must be conpetitive with those

organisations employing individual with
similar jobs;

— the structure must be seen as equitable so
that employees find it fair and accepta-~
ble; and

- should reward individual performances
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Both the individual performancé and the internal equity are
recognised in the reward systems since the pay system has
been developed from a Job analysis process and related with
an appraisal scheme which attempts to gliminate any discre-
pancy between Jjobs comparably paid with different performan-—
ces or demanding less gualifications or different contents.
The external competitiviness of pay policy is annually eva-
Juated through a8 wage survey for 'idemtlfying arket pay
rates. This pay survey 1s performed by having information
about 30 organisations 1ndicating the current pay rates for
similar jobs. The main limitation 15 the identification of
job contents because Job titles vary from organisation to
organisation. However, 1t gives relevant information to
the Post Office and is particularly important during the
salary review negotiations with the unions.

The following figure 4.9 shows an example for Postal Exe-
cutives pay comparison using the information collected from
the pay survey (see appendix V ).

The external competitiveness for Executives has been im-
proved. Haowever, a specific limitation arising from the pay
comparisocn must be delineated because the information only
refers to . basic salary and does not reflect the total re-—
muneration which may include several bonus scheme or pac-
kages of fringe benefits in the organisations wunder the

survey.

70



Figure 4.9 - Pay Comparisons with Pay Maximum of
Executives C

1 & R
14.000 MAXEMUM
13.000 — /
12.000 — i %iiw’”ﬂ’;
/ —
11.000 ~ _——
/ _,-'-'—"-F”
10.000 | ] ]
A AVERASE
Q.OOO . -/, /. —’-‘_’_"_’_,4—*—"
-/ / ,,'—""—’-’_’-—P‘
8.000 —
-’//
" 1
7.000 - .
// M!NIEB_’L;———""J
6.000 47 7 b
/ P,
— ’ ,_F'"’d_‘_'_'—-
5.000 —
4.000 —/
3.000
78-79 79-80 . 80-81 81-82 8z—83 8384 .
Years

Number of comparators -

) Data Source:

PAY SURVEY,

33

(see appendix V)

11

BRITISH POST OFFICE. Marc

h 1986



CHAPTER S - CASE STUDY I1 - British Telecom

5.1 INTRODUCTION

In 1969 the Post Offiée geased to be a government department
and was. established as a state public corporation.Twelve
vears later, 1in 1981, the telecommunications services became
a sepa~ate corporation under the name British Telecom taking
over the Telecommunication business. In 1982 British Telecom
(BT} was converted into a public limited company but only 1in
1984 the transfer of porperty, rights and liabilities to BT
was made by Rovyal Assent. The government was then able to
sell shares 1in the new company. 49 .87 of ordinary shares

were offered for sale to the public on 16 November 1984,

with the government retaining the other 30.2 per cent. The
original buyers fell into four main groups: Institutions
(Q7.4ZJ; - the general pub}ic (24 .3%) BT employees and pen-—
sioners (4.62) and buvyers 1n the USAHA, Canads and Japan
(1Z3.77. Nearly &7 of eligible BT.employees became sha-

reholders in the company.

British Telecom company is made up of five main operating
divisions, plus a number of functional divisions providing
particular profess;onal services to tﬁe company.

Compapy policy is that each division is responsible for its
own efficiency and profitability. BT also has a number of

subsidiary and associated companies (about 30).
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In terms of workforce,

of whom

BT has about 223.000,

approximately 36.870 are

at June 1987,

considered

Middle and
Senior Menagement staff, the universe of our research.
Figure 5.0 - BT Chart
iti icati — isation chart
British Telecommunications plc — Organisation Manag ement News
January 1988
Non-executive Chairman m%"
Direciors - Thes supersedes the organsabon chart -
EdcAsh . iinn Vakance John Raisman num.mumwmhm
John Goble -+ Ploase destroy the sarher version.
. | Sr Devid Scholey
Tony Vardy Colkin Wiams
B Appointnent Group Group i S Y
mﬂm : Yol 10 be made ”"“9”'90 Finance yot 10 be made
Graeme Odgers Malcolm Argent
Corporsie Adviser
& Corporuie Services SIrChnsmahar
Richard Worsiey Foster —
el BB N - R = A B o o B e
Network & Engineering & United Bnaush Overseas Internabonal Briush
Indormation Procursment Telocom Dwvision Products Telecom
Services Stralegy . C ati Division Enterpnses
Ron Back Cive Fol Mike Batt Anthony Booth John King John McMonigall| | Sydney O'Hara
T
Deputy Managing
Director
David Dey
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9.2 - MANAGEMENT CAREER STRUCTURE

Management career structure have been organised in two broad

tiers of staffing:

- Senior Management group (about 870); and the
- Managerial and Professional Structure (about
26.000)

Senior Management group (5MG) do not have formalized career
paths or bands. This group is managed under a confidential
personal contract basis annualy reviewed where 1is included
the basis annual remuneration, company car, telephone, and
performance related bonus if appropriate.

Managerial and Professional Structure (MPS) encompasses most
management’ staff in BT and is divided into four levels of
management - level 1 to 3 and Senior Barnd. Each job within
the structure 1is graded from A to J according to the levels
cf skill, knowledge and responsability required. A is the

lowest band and J the highest (see figure 5.1).
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Figure 5.1 - Diagramme of the Managerial and Professional
Structure

1 1
¥ 1]
: Senior Band y
1 ]
1 '

Staffing of these posts is normally by promotion or transfer.
There 1s also a significart amount of wrecruitment fram the

external market particularly at level 1 (graduate entrants )

and to a lesser extent at level 2. Likewise at level 3 and
SB, where there has been a deliberate policy to recruit new
" blood " at this level following privatisation.

The majority of management recruits are graduates. Selection
procedures generally involve a combination of interviews,

tests and work related exercises.
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5.3 CAREER PROGRESSION AND PROMOTION POLICY

N

BT 1is committed to & policy of promoting staff from within

the company to fill vacancies wherever 1t is possible.

However, there are agreements with the unions to fill a

percentage of vacancies by external recrulitment.

Promotian 1s determined " primarily on the individuals
suitabirlity for the post 1 qgquestion. ‘The eligibility
mriteria  1s stated when the post is advertised and f&r some
grades, it 1s essential 1n order tc be considered for the
vacancy that the individual has been marked Oualified, for
promotion  1in his appraisal. l.ength of service may also be
taken into account.

Vacancies are determined by replacement or by creation of a

new job.

Figure 5.2 - Determination of Vacancies
¥ ] ) :
: WASTAGE . : J '
' (retirement; resignation, etc) : H NEW J0B :
: H

( check the adequacy : H
of the post ) —~—————- > v ' :
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BT Jobs are not supported, at the time of data collection,
by formalised Job Evaluation Scheme. So, the level of a

vacancy l1s determined in comparison with similar jobs in BT.

5.4 FILLING -OF VACANCIES

When a recommendation for promotion within MPS levels is
made or when 1individual Jjobs are advertised candidates are
assessed by promotion boards . Promotion to  Senior Band is
open to Stéff.iﬂ 1eyel 3, here local management appointment
units invite eligible staff to apply for Specific vacancies.
Selection procedure involves normally a persomnel specialist
and the line manager for that particular vacancy aﬁd the
Se]ecfian methods will vary according to the needs of the
job. All candidates afe interviewed but tests and exercises
may also be included if necessary. Promotién to the Senior

Marmagement group (SMGE) is cpen to Senior Band staff and 1s

T

based on sucession plans and the potentisl of the 1Indivi-

[ay

dals.

Next diagramme tries to represent the conceptual model.
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Figure 5.3 - Filling of Vacancy

Comparisons of

appraisal forms

Lists organised

on a local level

Selection of

candidate

Announcement of a vacancy is normally only made 1if there is

not a suitable candidate on the panel.
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5.5 CAREER DEVELOPMENT AND APPRAISAL

As we refered earlier appraisement and counselling are

important factors for career development of management

grades.
According to BT "Personnel Guidelines" (1983%), the appraise-
ment procedutres {L1) for the Managerial and FProfessional

Structure and the Senior Management group aim to:

- record for the benefit of all corncerned how indivi-
duals are performing in their present work;

- recommend what is needed for future career develop-
ment;

- assess potential;

- provide &a basis for discussion about performance.

progress and prospects;

- set performance ocbjectives.

Appraisal dates varies acording to management levels between
March {(Level 1) and July (Level 3).

Appraisal is followed by a counselling interview 1in  which
the 3ppraisee receive feedback on how his performance is
viewed, to discuss future management development plans to
enhance performance and to discuss career development expe-—

ctations.

(11) - See in Appendix VII "Appraisal Forms"
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Potential for promotion 1s also assessed during the perfor-
mance appraisal process, along with an outline of where the
appraisee <chould be plsaced in order to best benefit BT and
the individual, this information 1is also relevant for suces-—

sion plans.

5.6 SALARY STRUCTURE'AND PROGRESSION

For Senior Management group BT has a pay policy based on
confidential personal contract which are reviewed, annually,

irn July. The personal contract includes a basic salary, free

télephone, car,private medical insurance and a btonus up to
107 of the basic Salary 1f the performance i1is rated very
highly. FPay progression 1s dependent on a satisfactory

performance against objectives.

Because BT is operating in a veryv competitive enviromnment
and needs to have staff pe?forming above standard, the
personal contract phiiosophy is likely to be extended in
time to other management 1éve15, since 1t dives much more
flexibility and efectiveness 1n rewarding performance. BT
poclicy is that pay should reflect the individual effort to
the achievement of the company’'s objectives.

For middle managers (MPS) pay structure consists of 9 Salary
Bands. Each Band has a maximum and a minimum value.
Incremental progression within the pay band will be by
either O, 1, 1 1/2, or 2 single incremental steps depending

on the recommendations of local management at the time of

the annual salary review (January).
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At March 1986, the Managerial and Professional Structure was

as follows:

S5ingle Step

Band Mawx. Min.
increase
J 18.714 12.2273 749
Level I H \7.777 13,511 711
G 16.884 12.83%2 679
F 15.3593 11.85%2 &24
Level 2 E 14.814 11,239 293
D 14,070 10.69Z o&3
C 172.99¢ Q.877 570
Level 1 B 12,345 7.382 494
A 11.725 8.911 4469
In adition, the bonus scheme that has been worhking for

Senior Management 1s under adaptation for Middle Management.

5.7 FINDINGS OF THE CASE STUDY

During all the interviews carried out in BT, it was clear

that Personnel Function was quite concerned specially with
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the ectablishment of a pay for performance philosophy. Ca-
reer Structure consisting of several bands with incremental
progression was not the appropriate flexible systems that BT
wonted. Senior Management Group had personal contracts and
the higher level of the Managerial and Professional

Structure was going to have a similar practice.

fporaisal plays 3an Lmportsnt role not only for rewsrding the
merit but also for career development proposes. At the time
of ocur visits to BT, Job evaluation seems not be relevant

for the pay pcoclicy although the concept of "rate for the
job" remains . During an interview, a corporats personnel
manager expressed the view that "why to introduce job evalu-—"
ation 1f the system has been working well. We don 't wont to
have 1t just because other companies have 1t",

An important issue 1is that Annual Salary review 15 not
dependent directly on appraisal performance rates and sc the
appraisement can be managed with several outputs H career
development, training, sucession.

lLine management plays an important role specially on
recommendations for promotions and for pay progression.

aj Promotion Boards

BT is trying to get away from the system of promotion panels
and more towards individual selections to fill vacanclies.
The later 1is much more in line with the needs of the
business and allows more junior staff who are high
performers to progress their careers more quickly. It also

gives management more flexibility in filling vacancies.
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BT is going through a period of considerable change, needs
to be very competitive (another company - Mercury - started
to operate 1in the market) and the company is looking for a
different sort of management staff, in particular people

with entrepreneurial skills.

bY Career/ Succession Planmning

Career planning for Senior Management Group 1is handled by

Corporate Personnel Dept. as this group of staff is viewed
as a corporate ( rather tham a divisional )} resource. BT 's
five vyear Business Flan 1includes a section of human
resourcing implications of future changes 1in  business

activities. Management Development nesds and carser plamning
flow directly from the Businescs Plan and in the largest BT
Division ( UK Communications )} a Cocre Programme of trainning

for SMG Management Development has been produced to meet

those needs.

For staff below 5MG, Divisions are responsible for career
plarmning and management development. The extent to which
this 1s done on a formal basis varies from Division e.g. in

some Divisions there are no formal career/succession plans.
This 1is an area of concern to BT and recently a Management
Development Committee with representatives from all BT
Divisions has been set up to look at the problem and to
share information. BT still has some way to go in developing
its approach to career planning but the implications are
that the matter 1s being looked at much more seriously than

in the past. One reason for this i1s that BT's wastage rate,
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which traditionally has been very low, has been increasing
in vyears and some key staff have been lost because of a lack
of career planning, amgng other things.

c) Recent Pay System Changes

In 1987 pay negotiations with union result in changes to the
pay csystem. The changes maintain a coherent national pay
structure a;d subject to the concept of "rate for the job"

H

they build on existing arrangements flexibilities which are

already found i1in private UK companies. The two main changes
are:

1) Introduction of Performance-based pay progression for
Bands A - Semnior Band

This provides the facility for individual ' s personal pay
progressiocn through the standard pay range to be related
to varying levels of overall appraised annual
performance. It provides for 3 stamdard pay progression

itncrease  of A for a Jully acceptable performance.

Highe# performing staff could achieve increases in  the
range of &% - 10%4 and move through the pay range more
gquickly. At the other end of the performance scale,

7
staff whose performance was not satisfactory would

progress at a slower rate or get no increment.
ii) High Performance Pay Ranges ( Band A - Semior Band )

This extends to all MP&S bands the existing concept of

over standard " payments previously limited to Senior

A
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Band. The aim is to enable more senior company
management to reward an outstandingly high level of
individual performance beyond the standard band maxima.

The High Performance Pay Ranges will be set initially at
8% above the standard maximum of each pay Band A -~

Senior Band.

<



CHAPTER ) - CASE STUDY

ITI

CTT CORREIOS E

TELECOMUNICAQGBES DE PORTUGAL

6.1 — INTRODUCTION

The Portugudese Post and Telecommunications Industry
ceased to be a civil service department in 1969 to
become a <state public corporation under the name CTT-
COTFEiOS e Telecomunicaglies de Portugal, EP.

CTT 1s responsible for postal activities and also for
telecommunications activities outside the cities of

lLisbon and Oporto.In these

cities

telecommunications

network 1s run by a separate state company called TLP {

Telefones de Lisboa e Porto,

nies have the same Board

EP ).

Members and

However both compa-

some corporate

departments provides service for CTT and for TLP.

Figure 6.1

CTT Chart

( as at 87/03/01 }
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Telecommunications Sector has a similar structure



In terms of workforce - 29.000 - CTT is the largest organisa-
tion in Portugal, of whom abqut 17.000 belong to the Postal
Sector, 10.000 to the Telecaommunications Sector and 2.060 to
the Corporate Services.

Executives, Middle and Senior Managers are called Upper Staff
Group and they represents about 8 % aof the total workforce.
All CTT staff are emplovyed under a Company Agreement that
rules all conditions of employment and which 1s submitted to
a collective negotiation process every two years with all the

unions representative of the differenmt jobs inside the compa-

ny. So, this Company Agreement., which specifies all rights
and liabilities of both parties, is a powerful instrument on
personnel management issues, both for management and for
unions.

The strongest unions are SINTEL ( Union of Telecommunications
Workers ) and the SNTCT ( Union of Telecommunications and
Postal Workers ) which have &.000 and 14.300 members
respectively. Because the unions are not professiomal unions

but much more vertical ones we find some Jjobs represented by
more than one union. However{ the rate of Executive and Mana-
gement unionisation i1s not high, about 30 Y, so much pressure
during collective bhargaining periods i1s concentrated on basic
grades matters or on general ones, such as the annual pay
increase.

The Telecommunications services have been a profitable busi-
ness and the Postal sector a non-profitable. However the
Postal strategic plan for 1987-89 attempts to rationalize the

post service with a philosophy of a business, reducing costs
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’ introducing new services and new organisational methods

with a strong market orientated strategy.

6.2 - THE ORGANISATION OF THE PERSONNEL FUNCTION

The Per50nné1 function at CTT is currently characteéerized by a
decentralized and regionalized structure according toc corpo-
rate strategy.

50 we have at central level of two Personnel Directcrs, one
for the Postal sector and the other fo} the Telecommunicati-—
ons.They report to the Postal and Telecommunications Managingl
Direcéors respectively. There 1s alsc a Corporate Personnel
Director who provides consultancy services directly to the
Board Member for Personnel for both companies ( CTT and TLP )
and is also responsible for conducting the collective pargai-
ning process. This Corporate Personnel Director provides
guidance to the formulation of Personnel Policy and Control
at.the Board Members level, with a special reference toc Uéper
‘Staff policy.

Since Telecommunications and Postal sectors are arganised in
separate businecss regiéns for each region there are cersonnel
departments responsible basically for policy implementation

and personnel administration procedures.

6.3 — J0OBS AND CAREER PATHS

At CTT employees are organised in 112 different functions.

For each one there is a job description in the company Agree-
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ment with the specification of the respective career
structure. This includes, for each job, the number of bands,
the conditions of recruitment and progression.The Upper Staff

Group 1s divided 1into two broad tiers of staffing:

~ Executives ( or the technical group); and

~ Middle and Senior Management Group.

The Executives group represents the technical and professio-

nal staff ( this includes graduates and staff with a high
level of technical experience ) with designed career paﬁhs
that parallel the ranks in the management level ( see figure
5.2 ).

The current career structure for Executives, dated from 1981,

represents three grades of qualification:

— Specialist {(the lower)- 76% of executives;
- Assessor — 154 of executives; and
- Consultant (the highest)- 9% of executives.

Normally all grad@atES join the company at the specialist
grade. Eacrh grade is composed by several bands which repre-
sent a specific basic salary. |

The following diagram represents the career structure

for all Executives and the Management Bands at CTT.
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Figure 6.2 - Career Structure for Executives
and Management Staff
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Management ‘positions at CTT are organised in 9 bands of
qualifications (see figure &.2) , but only from bands 5 to 9
the managers are considered midlle and senior management

staff (Upper Staff).
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According to the Company Agreemment‘appointments for manage-—
ment positions they are always made under a non permanent
basis.This means that, for example, if a Specialist or an
Assessar 1s appointed for Band & énd his Superior 1s not
satisfied with his performance, at any time, he can be disap-—
pointed and returned back to his, Executive band position, in
this case there 15 some effect on his salary thét will be

described later on 1in Salary Structures.

N

6.4 — EXECUTIVE AND MANAGEMENT BANDS DISTRIBUTION

i) Executive Grades

At December 1987, the distribution of Executives by sector of
activity denotes a concentration on the Telecommunication
sector, 50 4 against 20 7 of the Postal sector and 30 % of
Corporate Services.

Al though i% we compare the total of employees between sec-
tores the result is the inverse.The P05£al sector has 28% of
the total employees , against 3% % of Telecommunication.
This means that the Postal sector 1s a much more labour
intensive activity with a greater number of non executive

jobs, as postman (56% of the sector) and administrative staff

(347, of the sector).
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Figure 6.4 - Executives distribution
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A geographical analysis between the iompariSDnApf executives
working at Central Level and Regions shows a strong concen-
tration on Headquaters (based in Lisbon) LOY . This may mean
that the decentralization strategy of the company is not, yet

. quite well implemented concermning the types of work that

’
\

are done at Regions and the capacity of attracting executives

work there.
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Figure 6.3 - Geographical distribution
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ii) Middle and Senior Management Grades

The distribution of management gradesk is directly
related to the organisational chart, the current one
is dated from January 1987. Available data at November
1987 shows at a global level about 43% of middle and
senibr managers working at Headquarters ( in Lisbon )

against 5774 at regional structures.
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Figure 6.6 - Management Grades
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6.5 - CAREER PROGRESSION

On a formal approach career conditions for progressigm are
specified on the Company Agreement.

As reported earlier, Executives have 3 Grades of qualifica-
tion (Specialist Assessors and Consultants) and within each
grade there are bands that represents a specific Salaryi
Progression within the first two grades depends automatically

on length on service (12). The diagram below shows the basic

conditions for progression.

(12) The progression in the highest level (consultants)
depends on relevant work done and the decision for
progression 1s made by Board Members under the
proposal of Directors.
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Figure 6.8 - Executive conditions of progression
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Progressicn for a higher grade (specialist to Assessor
and to Consultant) is not automatic amd depends on .a Direc-—

tor

1

Droposal based on a subjective assessement of the
performance and potential of candidates; normally when they
‘reach the top band of each grade.

So, the concept of promotion at CTT is the automatic progres-
s1i0n nrough the bands or the progression from Specialists
band N to Assessors band N* ar frém Assessor band d‘ to
Consultant bard P.

But procmotion may not mean an increase in salary since re-—
muneration df the top band of Specialists 1s the same ags the
first bSand of Assessors, and top band of Assessors is the

same amcunt as.the first band of Consultants.

6.6 — SALARY STRUCTURE

The Executive salary structure is composed of a range of pay

grades and incremental scales within each of the career

grades.
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Pay progression from one pay level to another within each
grade 1s mostly dependent upon a promotion based on length of

service.

Figure 6.9 - Executive Salary Structure (November 1987)

- monthly basic salary -

[
|

' 192.500%
R —; 172.000%
Q —; 161.9950%
P —; 150.150%
0 —; 150.150%
8] —; 134.450%
N —; 124.850% 124.830%
N —; 114 .250¢%
Moo 100 .800%
L -; 88.800%
ke —; 72.300%
J —; 70.150%
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In addition to the basic salary, the pay package ;ncludes a

daily meal allowance and a length of service allowance for
each five years of seniority.

Management positions are rewarded within an independent
structure where each management level has a basic salary and
increases depend on promotion in his Executive career path.
In addition to the basic salary there is a fixed amount,

according to each management level, that i1s annually reviewed
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wlth the same proportion of the basic pay increase. It 1s
this amount that makes the salary distinction between a
Manager and an Executive 1if they both belomng to the same
band.

Only top Directors with very special responsibilities have an
%mdividual csalary not included in the Company Agreemment and
reviewed annually by Board Members under the suggestion of
the Corporate Personnel Director taking in account the 1in-
crease of the basic salary structures negotiated with the
unions. If a Manager 1is disappointed and returns to his Exe-
cutive position his salary will be frozen until he reaches a

band with a higher salary than the one he had as a Manager.

6.7 — FINDINGS OF THE CASE STuby
6.7.1 Introduction

From the documentary source avallable and from the
unstrutured interviews carried out i1n CTT (before the manage-—
ment survey, as refered in section 3.3 ), 1t was gquite clear
that Personnel Policy for Erxecutives and Managers was not
supported by an integrated Management Development Model. The

reasons for this are presented below.
a) Effect of inflation

Some external variables such as a high inflation rate (bet-—
ween 20 and 30% during the last 10 years - 1977/86) has

influenced the intermnal promotion and pay policies.
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b) Automatic progression

The emphasis of career development and salary progressions
have tended to be on compensation issues through automatic
‘progressions through the incremental bands in order to com-—

pensate the increase 1n the cost of living.
c) Appraisal and Collective Bargaining

The merit philosophy, with pay for performance supported by

appraisal systems has not been implemented on a consistent

basis.
In 1981, under the pressure of a collective bargaining pro-
cess, an appraisal scheme was implement just to support the

introduction of new pay bands which were required by the

unions.
d) Absence of an "Appraisal Culture"

Only employees 1ocated on specific bands were appraised dire-—
ctly for pay progression purposes. Most of them have been
in the company for twenty to twenty five years‘and were not
catisfied to be appraieed almost at the end of their careers.
Secondly managers were not appraised. Without a previous
sufficient preparation’aed a coherent training programme for
those involved and without attending some specific aspects of
the company culture and manegement style, the scheme has been
naturally abandoned, two years later with satisfaction from

management and from the unions.
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e) Number of management positions

During, the last ten years there has also been a great in-
crease 1in management positions. Mainly because appointment
practices only reflected the search for a higher salary and
quilicker advances on career paths. There was no other way to

recognize and reward the performance of Executives.

6.7.2. Effect of external economic variables

In 1986, however, the inflation rate (11,8%4) and other exter-
nal economic variables (as GDP) began to show a different
evolution. In 1987 inflatién is e§pected to drop to 9% anmd in
1988 the government forecasts refers 6%. These economic variables,
together with an internal climate of pressure from Executives
and Managers for redefining personnel policy by introducing
a true concept of promotion ang rewarding the performance,
the company has started to establish some basis for for-
mulating career development policy integrating individual

expectations and organisational needs.
6.7.3. Findings of the interviews with senior managers

As a contribution for such formulation, a diagnosis of career
aspects and pay structure that the researcher has been invol-
ved during 1987 with the ;ollaboration of other executives
from the Corporate Personnel Department and from the Postal

and the Telecommunications Personnel Departments seems to be
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a relevant start. It reflects an analysis of what has been
personnel pratice during recent years and attempts to define
the present situation. The main findings from the interviews

are:

i) Career paths

Executives think that their career paths based on three
grades of gqualification is not the problem. The main atten-—
tion 1s on the way progressiocons within each agrade has been

managed .

i11) Historical perspective

a) In 1981 almost 807 of the total of Executives have been
advanced in their bands by the decision to reduce the periocd
fixed by the Company ARgreement without any link to perfor-
mance. Mainly this decision came from collective bargaining
pressures, because the basic salary i1ncrease was not suffi-

cient to minimize the increase in the cost of living

by In 1982, the same decision took place, without amy perfor-
mance appraisal related too. Those two decisions were made
just as a result of pay negotiations with the unions. It is
important to remember that pay negotiations are controlled by
the Governmemt through recommendations to state companies

about a maximum pay increase.

c) In 1984, it was decided that any redution of time for
progression should be based on good performance, and only 20%

of Executives could be advanced in their bands. The process
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has been developed under the discretion of Directors without

any appraisal scheme to clarify the criteria for progression.

d) Between 1984 and 1987 there was no decision for reducing
the necessary length of service and all progressions have

just been made automatically by achieving the legal perlod

N~
N\

of time fixed at the Ceompany Agreement.

-

111) The present situation

To summarise, the main i1ssues raised up from the informal inter-
views with senior managers are
- rewards are not perceived as being related to
Job performance;
- rewards iare not related 1n timing to the
achievement of performance;
- performance éoals are unclear;
- trust and openness concerning performance and
rewards are 1ow;j
- rewards are given to placate -employeecs rather
than to recognize good performance;
- promotion for a higher level of qualification
is not clear concerning potential assessment;
- trainning programmes are not clearly oriented
for career development.
These 1ssues are analysed further on in chapter 8 ( Resul ts
of the Manage%ent Survey ) due to the fact that they are
similar to the survey results.
The next chapter aftempts to summarize the main descritive

-

findings of the 3 case studies.
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CHARPTER 7 - A COMPARISON OF CAREER PLANNING AND PAY
STRUCTURES IN THE 3 ORGANISATIONS

¢

At this stage of the study and before going further to
an approach to the Portuguese case in aorder to sort'out
same recommendations, we think 'it 1is useful to

i

summarize the main aspects of identification possible

through the case studies presented. The information is
organised accarding to the main issues identified
thréugh the literature reviewed ( Chap.2 - Career

Planning and salary policy: an overview ).

7.1 MANAGEMENT POPULATION

Figure 7.1 - Comparison of Management Populatioﬁ

organisation total of management distribution
employees compared with total

BPO 177.200 ~ Senior Management 0.8%

- Executives 8%

BT | 223.000 — Senior Management 0O.47%

— Managerial and

Professional staff 167

CTT ( Portugal ) 2%9.000 - ‘Upper Management
staff 3%
- Executives 4.95%
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Main issues:

— Upper Management staff, at CTT, seem to have a high
weight ( 37 ). However, the company definition for Upper
Staff Group includes not only Senior Mamagement but also
Middle Management. This last group in the UK companies
is included either in Executives (BPO) or in Managerial

and Professional staff ( BT ).

- If by hypothesis, there was a concept of Senior Mana-
gers at CTT which included just Directors and Assistant
Directors s the rates precsented on Figure 7.1 would be
as following:
Senior Managers O.7%
Executives (including middle managers) 7%
This distribution 1s now identical to the one at the

British Post Office.

7.2 CAREER PATHS

Figure 7.2 - Comparison of No of bands
organisation staff groups no. of bands
BPO — Senior management 4
- Executives 4
BT - Senior management ( personal contract )

- Managerial & Professional 4

CTT — Upper management 5

- Executives 3
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Main issues:

— Senior management group at BT do not have formalised
career paths. This group 1s managed under a confidential
contract basis annualy reviewed . BT is studying the way
this philosophy can be extended to obther management
groups. ‘ /

— Career paths at BP0 and at BT are designed in a system
as described by Cowling & Mailer ( 1981 ) and by Beach (
1985 ). Each éucce55ive job should contain at least one
new skill requirement that was not present 1in the

previous job and with a rational relationship to one

another. The career progression perspective for
Executives ( BPO ) and for Managerial and Professional
staff ( BT ) is to move up into senior management bands

which have a higher salary level.

- Career paths at CTT, take the form refered toc by
Riceman ( 1982 ). Executives ( the professional staff )
have designed career paths that parallel the ranks in
the management level. Executives at CTT can move to
various ranks and need not seek transfer into management
group in order to advance.There are also two parallel
steps in the compensation structure. This means that the
top basic monthly salary of an Executive is similar to
the salary of a Director ( 192.500 ‘"escudos" against

197.850 "escudos" ).
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7.3 — CAREER

Figure 7.3 -

organisation

PROGRESSIGN

Comparison of progression criterions

progression criterion

BPQO

BT

CT7

- Progression between grades depends first
on  availlability of wvacancies. Promotion
policy its based on several factors, such as

ability, experience, skills and potential.

Promotion‘xs; first, dependent on availabi-
lity of wvacancy and, .second, upon a mana-
ger’'s recommendation based on the i1ndivi-
dual’'s appraisals and elegibility 1s res-
tricted by grade according.to the types of
posts being filled, taking into account a

specifired length of service.

Progression within each grade depends auto-
matically on lemngth on service. Only within
the top grade is a progression decision
made by Bcard Members under the proposal cof
Directors. Progression between grades de-
pends . on Directors proposal based on a
subjective assessement of performance and

potential.
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Main issues :

- The relevant difference between UK companies amd CTT
is that the basic condition for progression, at BPO and
at BT , is the existence of a vacancy. At CTT since most
of the progressions are automatically made through the
incremental steps there is no concept of fillimg a
vacancy associated to progressinon practices. Further
more at CTT, since 1984 executives have been promoted on

[
"

the length on service basis with no mobility or r1

[t

associated, since with a promotion an executive Just
keep on doing the same worlk he was doing before and in

the same workplace.

-~ The existence of Selection Boards at BPO and at BT
means special attention is payed to monitoring the pro-
cedures and to consolidate i1nternal equity regarding

criterias for promotion.

- At CTT internal equity may be an area of concern since
managers make recommendations for progression  between
grades based on @ subiective assessement of potentiasl
and performance. So there is no rational mechanism to
minimize differences 1n subjective assessements or to
avoid some inconveniences of managers’ discretion and to
guarantee that there are effective posts that need to be

filled according to the business objectives.

7.4 MANPOWER PLANNING

Following the definition by Bennison and Casson (1984)
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Manpower Planning involves an inventory of current man-—
power, a forecast of future needs and supply, and a set
of implementation programmes to meet human resources
needs. It .involves several activities such as forecas-
ting of future levels of vacancies to fill by different
skills. According to Drucker (1968) HR planning mu;t
also check on the adequacy of the organisation’'s career
development efforts in the light of tomorrow’'s manage-

ment jobs and their demands.

Figure 7.4 - Comparison of HR planning practices
organisation manpower planning practice
BPO : Absence of a consolidated practice. However |
some studies are  being carried out to

forecast, in a guantitative view, the vacancy
levels 1n executive grades taking in account
age profiles and the legal retirement age.

No connection with the business needs.

BT : Not & relevant practice. Forecasting of
management vacancies to fill i1s just based on
a wastage analysis of the predictable shaort

coming retirements.

CTT - Absence bf systematic forecast of management
vacancies by levels and needed skills in the
context of future expectations in technologi-

cal, services, and organisational issues.
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7.5 — CAREER INFORMATION AND JOB OPENINGS

Figure 7.5 — Comparison of career information’

organisation

career information practice

BPO:

BT:

CTT:

Vacancies are advertised within the loacal
unit and key posts are advertised throug-

hout the region in central departments.

t.ocal management appointment units invite
eligible staff to apply for uspeciflc

vacancies. Announcement of a vacancy 1is

normally only made 1f there 1s : not a

suitable candidate.

No farmal information. Only for transfers

are proposed posts advertised but with a

‘trancsfer there is no effect on career

advarcements.

Since promotion within each grade is
based. on léngth of service there are no
announcement of vacancies to be filled

with career progression associated.
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7.6 - APPRAISAL AND CAREER PLANNING

Figure 7.6 ~ Comparison of appraisal practice

organisation

appraisal practice

BPO

BT

CTT :

Formal annual appraisal scheme. It 1is
formed by a section comprising job
definition and state of results against
agreed objectives, a section for the
assessement of performance of current
duties and 3 promotabil&ty section

related to the potential.

Formal annual appraisal scheme. It is
formed by a section comprising comments
on general performance, progress towards
objectives and specific achievements. a
section for the assessement of abilities
and a section for the indication of the
potential of the individual for wider

responsibility.

Absence of a farmal appraisal scheme.

Main issues @

—-Both schemes, at BPO and at BT, are based on a state of

results. against agreed objectives where Executives and

Management staff have the possibility to clarify what is

expected from their performances. However both systems
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need to be well mamaged and monitored since performance
assessment makes reference to a table of key objectives;
1t requires that those objectives must be clearly de-
fined and results oriented.This 1s not an easy task for
some departments where activity is difficult to measure
in a quantitative way and has to be supported in a

gualitative "basis.

- What seems to be relevant 1s that these system must be
developed under an important management by objectives

culture in order to be effective.

—-:Stewart and Stewart (1981l), point out that 1t 1s good
bractice for managers to do more tham simply rate their
subordinators. They should also work out jointly with
each of their subordinates a plan for correcting

deficiencies and building upon strengths.

7.7 CAREER COUNSELLING

Career counselling can be conducted during or following
~
a performance apprailsal interview where both parts can
discuss the Dpportgnities for career development. 1t may
include working out a transfer plan or a specific
trainning programme, which is a relevant input for a
tranning needs analysis process. Recent developments of
career counselling are focused towards greater openness
and a participative approach, and more concentration on

improving future performance on the job rather than on

past performance.
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Figure 7.7 — Comparison of career counselling

organisation

counselling practice

BRO

BT

CTT

«

All Executives appraised are encouraged
to take advantage of the opportunities
offered through counselling to discuss
relevant matters to their job performan-
ce. A Counselling Preparation Form 1is
offered for voluntary completion by ap-
praisees who wish to make a written con-

tribution to their appraisal.

Appraisal is followed by a counselling
interview 1in which the appraisee receive
fegdback on how his performance' is
viewed, to discuss future management
development plans to enhan&e per formance
and to discuss career development expec-
tation. The appraisal form includes a

sectiaon for the counselling interview.

Absence of a counselling practice. This

will prove to be significant for final

recommendations.
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Main issues:

- Career counselling at British organisations following

performance appraisal seems to be a consistent procedure

for career development concept. However 1t needs to have

managers with skills enough to CondQct an effective
\

interview and a great climate of confidence between the

individual and his manager.

7.8 — SALARY STRUCTURE

Figure 7.8 - Comparison of salary bands
‘ . staff no. of no. of steps
organisation group bands within each band
BPO Executives 4 .4 or 5
Senicr ‘ band 5 to 9 -~ 2 steps
Management 2 band 1 to 4 personal
contract
BT : Manag=srial and
Professional ? , )
Senior
Management ( personal contracts )
CTT - Executives 3 band 1 - 3 steps

band 2 ~- 2 steps
band 3 - 3 steps

Upper band 5 to 7 - 2 steps
Management . 5 band B to ? - 1 step
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Main issues:

- At BPO, for Senior Managers between bands 1 to 4 their
salary system is based on a personal contract according
to the setting of objectives, which includes a basic
salary and fringe benefits, such as company car for
personal use and a bonus scheme.

The salary-.structure is the result of a job evaluation

process based on the HAY system.

- At BT, Senior Management group also has a pay policy

based on a confidential personal contract which 1s

reviewed, normally in July, according to the setting of
objectives, which includes a basic salary, free
telephone, caompany car, private medical insurance and a

bonus up to 10% of the basic salary 1f the performance
is rated fully acceptable. Because BT isioperating in a
very competitive environment and needs to have staff
performing very well above standard personal contract
philosophy 1is likely to be extended in time to other
management levels since 1t gives much more flexibility
and effectiveness to personnel policy. BT wants to con-

snlidate a pay for performance policy.

- At CTT, the Executive salary structure date from 1981
with mo significant changes. Management group from band
5 to ? have free telephone. From bands 8 to 2@ managers

have a company car for personal use.
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Figure 7.9 - Comparison by types of structures for
Executives and Professiomnal staff

difference

between max.
organisation type of structure min. within

each grade

BPO
17.000 [::] ——=> + 11.5%
; —— === > + 21.5%
+105.5% e — e m—— =>4+ 30.4%
P e e e > + 19.5%
8.327
D C B A bands
BT :
18.714 |
l : —— -> + 31.5%
+ 110% “
8.9211 |
A B C D E ’F G H I bands
CTT
192.500% |
: j -—> + 28.2%
174.4%
———————— > + 20.2%
70.150% ! ' [;————— —————————————— > + 18.3%
esp. ass. cons. bands
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Figure 7.10 - Comparison by types of structures for
Management Group

difference

between max.
organisation type of structure min. within

each grade

BPQO )
31.000 | -——> + 7.5 %
o e e > + 7.7 Y
e e > + 7.8 Y
+ &7.8% . p— e e e ————— > + 2.8 %
b e > +10.3 %
18.470
Q 8 7 & S bands
CTT : , ——> + 7.b7%
215.350 |
: D ———————— > + 5.2%
N Y > +11.2%
+ 72.0%  pm———— e > +11.4%
e e > +17.67%
125.200
S 6 7 8 Q bands
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Main issues :

- As Cowling and Mailer (1928646) point out, three funda-
mental decisions in developing a structure concern the
number of pay grades , the range within each grade, and

the amount of overlap between .each grade.

-Figures 7.9 give us the picture of those elements for
Executive ‘( BPO and CTT ) and Managerial and
Professional staff ( BT ). Figure 7.10 refers to Senior
Management staff at BPO and CTT since at BT Senior

Managers have confidential personal contracts.

-~ At BT ( Figure 7.9 ), the range within each band 1is
also the same ( 31.5% ).Incorporating a large number of
grades may lead to iess pressure for promotion since
managers have perspectives of salary progression for
@ach band 1t 1s possible 6 incremental steps ). It seems
also té be possible to contraol progression thfough the
pay grade in order to ensure higher rewards and faster

progress for staff earning good appraisal reports.

- BPO and CTT bave opposite tendencies on pay
progression (figure 7.9). At BPO Executive =staff in the
higher level of their careers have less perspective of
. pay progressipn, for instance an Executive C ( a vyoung
g%aduate ) has a perspective of 30.4% of pay increase
without being promoted to Executive B. An Executive B
being promoted to Executive A has a perspective of just

11.5% of pay increase.
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- At CTT the tendency showed trough BPO pay structure
is the inverse.The lower Executive level have a perspec-
tive of Jjust 18.3% of pav iﬁcrease against 28.2% 1in the
higher level. However this may lead to a Strong’pressure
for pay increases and 1f progression is not controlied
may devalue the significance of promotion. This issue
ceems to be.an area of concern for CTT. Further more as
referéed to earlier there is not a rational appraisal
system 1In use that couwld give a consistent basis for pay
progression. The tendency for progress up an incremental
scale to bé automatic also militates against merit pay-

ment schemes.

- At CTT, the type of pay structure is a consequence cf
historical pressures and varlious outcomes of oftem hap-
hazard pay bargaining with unions. The incremental steps
do not reflect a rational structure of differentials
within each band. BPO pay structure is based aon a Jjob
evaluation process. BT pay structure is not yet based on

a job evaluation tecnnique, but 1in 1987 an internal

group was formed to study the implications of the intero-
duction of a job evalustion shem® on salary structure,

- Identification of market pay conditions, through 1its
owWwn SUrveys, is a current practice for BT. ' 1t may mean

that organisations operating in a very competitive la-
bour market and 1n an external context of growing tec-—
hnology demands a very competitive pay policy in order
to recruit and retain . the most appropriate staff to meet

corporation objectives.
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7.9 - PAY POLICY AND PERFORMANCE

\

-At CTT, pay progression within each grade 1is made
automatically based on length of service criterion. With
this practice it is not éurprising that executives feel
they are not being paid for performance, rewards have
no£ in fact been related to the achievement of recsults.
Theré is no mechanism to reward perfo#mance except to be
appointed for a management position. But i1f this pratice

worked in the past it is hard to believe that it will

stand in the future. It leads to "inflation of mana-
gers'", difficult fo mamnage in terms of cost in a short
term periliod and requlring i1mpossibly freguent changes

in) the organisation étructure in order to create more
management positions. Most importanmt, it is not the best
way to think o% ca?eer developmeﬁt for those who remain
1n executive careers, perhaps gcod performers but wit-

hout having leadership skills.

- At BT and BPO systems available allow pay to be linkec
with individual effort in terms of the achievement of
the Corporation\ Objecgives. Both organisations have
developed csalary systems with basic salary bands with
-incremental steps according to performance. However we
note that at BP0 salary increases are much more .depen—
dent on the results of the perfaormance appraisal scheme
than in BT.’ This strong relationship may not create the
ideal atmosphere for the appraisaliand counselling in-

terview to be conducted in terms of career development
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purposes, since individual and manager may be
concentrating to much on rewards outputs.

However 1t i1is important to peint out that this direction
to career develaopment 1s recent; in the past this con-
cern was not relevant, moét of the apprailisal attention

was Jjust concemtrated om reviewling past performance.

NOTE TO THE FOLLOWING CHAPTER

After the review of the main issues identified through
the case studies, the next chapters are oriented to the
Portuguese organisation.

Since one of the objectives Dflthis study was to produce
some useful recommendations to CTT, after the analysis
of the preceding descriptive material we decided to
conduct a management survey at CTT in order to obtain
the wview of senior managers about career and pay

aspects. Chapter 8 will describe the results.
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CHAPTER 8 - RESULTS OF THE SUBSEGUENT MANAGEMENT

SURVEY AT CTT (PORTUGAL) WITH RELEVANT COMMENTS

The previous chapter has summarized the descriptive
findings of the case studies and tried to point out some
major aspects oan whlch are based the concepts of career

development and pay policy at the 3 organizations.

As we noticed before at CTT (Portugal) the concept of
career development 1s not quite clear and pay policy
does not 1incorporate a merit philosophy since reward
system is based on fixed incremental scales with automa-
tic progression dependent on a length on service crite-—
rion.

In order to present some recommendations to 'the Por—
tuguese company 1t was 1mportant to have the perceptions
of senior managers about the present personnel policy
and opportunnity to indentify important contributions
leading to the modernisation of career development and
pay policy 1issues.

The survey carried ocut during 1987, with the methodology
described on chapter 3, was divided into two groups of

questions

— the perception about the present situation; and
— contributions for redesigning career development

concept and modernisation of pay policy.
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8.1 - SURVEY RESPONSE

g.1.1 Response rate

- Total senior. management 1n sampie =
- Completed usable questionnaires =
- Questiomnnaires returned uncompleted =
— Non-respondents : =
- To£a1 response rate ( 104/200 ) ‘ =

— Data Base response rate ( 101/200 ) =

-B8.1.2 Respondents Profile by Grade

Grade 9/8 ( Directors ) =

i

Grade 7 (. Assistant Directors )

8.1.3 Respondents Profile by Sector

Telecom. managers =

’ Postal managers =

Corporate Services managers =

8.1.4 Respondents Profile by Length of Service

Less than 4 vyears =
4 - 9 years =
10 - 14 years . =
15 - 19 years =

More than 20 years. =
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8.1.5 Respondents Profile by Age

Between 25 and 34 years old = 20.2 %
35 - a4 = 47.1 %
45 — 54 = 24.0 Y
More than 535 years old = 8.7 %

8.1.6 Respondents Profile by Geographical Area
Central Departments = 63.3 %

Regional Departments = 36.3 %
8.1.7 Non—-Response Bias

It is i1important to. investigate if the group of
respondents who replied is representative. The following
table shows the percentage of respondents by grade and
sector of activity compared to the percentage of the

whole sample by grade and activity.

Figure 8.1 - Comparison of the grade and sector of
activity profiles for the original sample
and the respondents

sector of original sample respondents
grade activaty { N = 200 ) ( N = 104 )
Telecom A 11.8 %
/8 '
Postal 6.5 Y 3.0 Y
Directors i
Corporate Serv. 13 % 13.4 %
Telecom C26.5 Y 29.8 %
5
Assistant Postal 25.5 % 24.0 %
Director
Corporate Serv. 17.5 % 15.4 %
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The results of the comparison indicate that the profile
of the respondents and the whole sample are almost a
perfect match. It was therefore felt that the

respondents were representative of the whole sample.

8.2 - SUMMARY OF THE MAIN POINTS ARISING IN THESE
RESULTS

8.2.1 - THE PRESENT SITUATION: GENERAL ISSUES

|

867 of respondents think the performance of employees

has been important to the development of the corpo-

ration

- 6OY% think that the company has not been vulnerable to
k%

undermotivated managers as it became more advanced

economically and technologically;

- 85% think the company has not create enough

cpportunities for career development;

b
o

57 think that managers do not assume very well the

=

esponsability of mamaging the personnel as a function
of their Job.

The main reasons for that were:

X 28,67 think personnel management 1is too centralized

at Personnel Departments;

X 24,8% point out the absence of specific training

on personnel management for managers;

123



¥ For 49% of them the major reason is the absence of
incentive and reward instruments to help managers
to manage ( this reason was pointed by 63% of Tele-

com Managers);

¥ 20% point out the absence of an appraisal scheme.

8.2.2. CAREER DEVELOPMENT ASPECTS - THE CURRENT PRACTICE

About the question how well the company plan career

development for managers, the answers were:

- 36% moderately well and 40% not very well or not

at all

- 83% of respondents think that career development
as a matching process ’between organisational
needs and individual expectations and aspira-
tions, is implemented in ths company moderately

well or not very well.

- 38% of respondents think that management develop-
ment programmes have not been focused on the
needs of tomorrow in terms of qualifications and

additional skills.

- About _the importance that certain factors have
been assumed for career planning programmes the

answers are presented in Figure 8.2
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Figure 8.2 —'The importance of career planning elements:

the present practice

++ +— ——

—Job description and analysis 8, 3% 30, 5% 3P
-Manpowetr planning linked with

corporate plan 147 32,4% 52 . 4%
—-Career information and

Job openings 17,1% 38, 1% 47, 8%
—-Performance appraisal

results oriented 3V 6,7% 81,9%
-Career counselling in con-—
nection with performance
appraisal 2% @ ,5% 83,8%
—-Potential assessment and

promotion policy 3,8% 24 ,8% 68,57
-Training programmes 20% 46 ,7% 31,4%
-Sucession plans and repla-
cement policy &L,7% 217 70,487

++ very much and much
+~ moderately

-— little and not at all
From Figure 8.2, it is possible to note that :

— Job description and analysis have not been
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for career development purposes. Maybe this response
1s related to promotion practice, because as referred to
earlier 1t 1s based on automatic progression. Executives
are promoted and keep on doing the same work they were

doing before ( see 7.3 — career progression )

Most managers think manpower planning has not assumed an
important role for career development . As we pointed
out bhefore there is an absence of systematic forecasting

of management vacancies ( see 7.4 - manpower planmning );

8L.9 % of respondents point out that performance apprai-

zal has not been impo?tant for career planning program-
mes. Neither potential assessement for promotion policy
nor career counselling. These responses are coincident
with the results from the case study, where through the

informal interviews with senior managers it sorts out
that CTT do not have an appraisal practice ( see 7.6 -

appraisal and career planning );

the absence of sucession and replacement plans is shown

by a high percentage of managers ( 70.4% 3.

8.2.3. PAY POLICY - THE CURRENT PRACTICE

RELATIONSHIP BETWEEN PAY POLICY AND CORPORATE OBJECTIVES

- 63,84 of respondents think that pay policy and
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current remuneration systems have contributed not
very well or not at all to the company profitabili-
ty. Im addition 77,17 think that pay policy is not
linked to other policies, such as commercial and
market. Therefore 70,5% of respondents feel that pay

policy is mot linked to corporate objectives.

= 94,3% of respondents think that pay policy has not

contribute to retain good performers in the company.

EXTERNAL COMPETITIVENESS

- In terms of external competitiveness, managers think
they have been paid at an average level of the
" market ( although 53.5 % Telecom Managers refer to

a low level ).

~ Concerning the frequency of dificulties in recrui-

tment due to salary levels, the answers were:
34,3% often or very often
47,67 sometimes
14,3% only few times

INTERNAL EQUITY

- 33,37 of respondents think there are significant
differences between the remuneration of jobs in

their departments and the remuneration of jobs with
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similar qualification in other departments.

The main reasons they pointed were:

— Jobs in their departments are underqualified

- significant differences aon performance levels.

- However 66,77 of respondents think that pay policy
is not clear and understandable in all aspects that

may result i1n differences of remuneration.

THE MERIT FACTOR

87,67 of respondents think that the company pay

policy does not reward individual merit.

Only 387 of respondents think that Executive and

Mamagers are not motivated due to salary reasons.

57,3% of respondents expressed that they would have
a lot of difficulties if they were asked to select
immediately a colaborator for consideration for a
bonus payment scheme. Asked about thé main reasons

for those difficulties the answers were:

absence of an effective appraisal instrument

(43,8%)

unknowledge of the criterion used by other mana-

gers (27 ,6%)
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selection of one would produce negative effects on

the department climate (13,37%)

PAY STRUCTURE

About 56,2% of respondents think that management pay
structure is not very suitable. Asked about reasons

for that, the answers were:
Low wvalues for each progression and salary pro-
gression do not reflect the merit (41,9%)

Insignificant value differences between each level

(27, &%)

Salary progressions with no selective criterion

(207)

Difficult salary progression (17,1%) and few steps

in the incremental progression for each management

devel (14,3%)
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. 8.2.4 - MANAGERS RESPONSES ABOUT REDESIGNING PRACTICES

The sedcond part of the survey managers were asked to
express opinion about not only the importance of a
career development philosophy but also about main aspect
of pay policy. The answers should reflect the
importance of specific elemeﬁts and not be about the

current practice.

1. Career Development aspects

- It 1is impértant to notice that = 92,4% of respondents
consider it important or qQquite important that career
development concepts for Executives and Managers
involve a matching of organisational needs with indi-

vidual aspirations and expectations.

- Q0.3% of respondents think that it is important that
managers, at all levels, assume personnel management
as a responsibility of their job and the role of the

Personnel Department is to advise and to assist them.

-~ Concerning the establishment of career deQelopment
programmes for managers, the respondents express their
opinion about the importance of each of the following

factors:

130



: elements

++ Important or very important

+/~- Moderately imbortant"

- Unimpo?tant or very udnimportant

Figure 8.3 .- Career Plamning: the importance

of

its

Performance appraisal for Exe-
cutives and Professional grades

i .
Per formance., appraisal for Se-
nior Management '

Potential™ appraisal for Exe-
cutives and Professicnal grades

Potential appraisal for Senior
Management '

Automatic career paths progres-
sion based on length on service

Balance 1n terms of career
progression between Executives
and Managers

High selective access on promo-
tion policy for Executives

High selective access on mana-
gement appolintments )

Fromotion Boards for Executive
grades

Pramotion Boards ' for Senior
Management grades

Transfers plans
Reward the merit through pay
policy and not through career

advancements

Implementation of a formal ap-
praisal scheme

77 .

80.

~J
(2

91,

78.

.8%

A

A

A
™~

4.

10.

18.

A rJ 8]
- o~ (N N1

hJ
0

.4%
511
17
.87

A

. 8%
A

.47

41.0

rJ

z.8%

.8%

.47

A

5. 8%

. 3%

. 8%

A



The main issue

- quit

It =

very importan
system to asse
40%

think it

Concerning

progression ba
note that 957
only 41% thi

distribution

culture.

Selective pr

important to

importance of

an abserce of

Only 41.9%
are important

that managers

reflect the

have any mob1il

-

2. PAY POLICY

?2.47% of re

progressions

s raised from Figure 8.3 are:

e clear that senior manmnagers think it 1s
t to introduce a systematic appraisal
s performance and potential. However only
is i1mportant to introduce a formal scheme.

the importance of automatac Career
sed on length of service, 1t 1s curicus to
17 think it 1s moderately important and
nk it 1s very unimportant. This response
may reflect the absence of an 3sppraisal
omotion and appointment practices are very
the respondents. However asked about the
Promotion Boards managers’ responses shnow
a convergent opinion.
of respondents think that transfers plans
to career development programmes. [t seems
are not too sensitive to mebility. [i may
current promotion practice whioch does not
1ty assccoiated.
ASPECTS
spondents express opinions that salary

0

must reflect the individual performance
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results oriented. Im addition, 86.7%4 would strongly
agree with a ssalary structure composed bv a minimum and
a maximum amount for each management level and the

individual remuneration depending on the performance.

- The most important factors to the determination nf the

imdr sidual remuneraztion for managemenrt arsdes were:

the gualificaetion of the 1ok ( for 92,45
of the rescondents )
. the job’s holder qualification ( 70.5% 1y
the individual effeztiveness ( 93.4% )
. the career oath positicer ( 18.1% 3;

. length of service ( 12.4% ).

- 612.97 of respondents think that good results achieved
by a department should be consequently reflectaed on

the individual remuneration.

- 70.5%% of respondents consider that it is important to

introduce  an incentive scheme for management in o

1
88
0
-

to maintetn high mativation.

- 78.1% of them express the view that it is important to

involve managers in decisions about pay policy.
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8.3 - COMMENT :ON THE RESULTS . '

From the caomparison of the evaluation of current
practices with contributions for redesigrning them, some
areas of concern for the Portuguese otrgarisation can be

s

idertified :

al A concept of career development must be clearly

defined- and easy tn understand for boitn mamnagers and

e .ecutives;

I

b3 An appraisal culture through the introduction of a
cvstematic assessment of managers ard executives with

recpect to their performances results oriented and their

. ‘ \
potential for developmentg

(ol N hromotion policy based on the match between
orgarmisational needs and individual nerformance and

sotential.,
This leads us to a basic question related to the link

N

betweén ﬁromotion policy and the Drgajieational need to
fir1l a vacancy.

In practice organisations will have to appraise indibi—
dual performance and potential but in additicn must have

a clear information system about posts toc be filled 1in

terms of effectiveness to the company ocbjectives.

v
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d) A compensation philosophy composed by a basic salary

structure with a merit progression policy in order to
ensure higher rewards and faster progression for staff
being good performers, which have to feel they have been

rewarded.

&) An ancentive scheme should be developed sirmce

management pay basic structure bPave few incremental

stepg. in order to create a high motivation climate.

Next chapter will try to articulate the main results of
the three case studies presented with the survey main
results  with the purpose of desiagn some recommendations

t3 the Portuguese organisation.

Note

e

Vst e mma,w WD Qpgatdh Su ég.é, e aantdos
Sé t’sfé@a ) w@&@nzgﬂi vﬁ@ ~ARSIIADE ,@M‘Qﬁ. % locratapsas

arcdeds Reduwtdae W M’% i@.ﬁQM éffw&@&»afwﬁgm b Loy
W»é%ﬂmms, M’%M&ﬁ %&M&\é"&% N&»@,Q%%@.&%,ﬁ g “%'&‘3 ég\w@ ﬁ%%ﬁ@
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CHAPT. 9 - GENERAL CONCLUSIONS ON AND RECOMMENDATIONS 7O
THE PORTUGUESE CASE

9.1 - Career Development and Pay Policy: a summary link
with the literature search

The concept of career development we found at The
Britlsﬁ Post Office and at British Telecom do not have
significant differences. Both companies share the
philosophy expressed by Kaye (1982) as a potential
praocess for developing Human Reéources. Potential that
Zan be increased by linking the needs of both the indi-
vidual and the organisation. A process, referred to by
Geddie and Strickland (1984) that encourages the trans-
lation of individual aspirations to organisational
grals.

At CTT, career development concept is not clear.

As Beach (1983%) points out the importance for organisa-
tions to develap career planning programmes 1s  that
such -programmes can contribute to assist management to
be more effective, to avoilid obsolescence caused by rapid
changes in technology or in the economic environment and
to reduce turnover caused by frustration of individuali
career ambitions.

For CTT with the perspective of changes that will occur
in the future concerning mainly the reorganisation of
the Portuguese Communications Industries, it 1s a rele-
vagt, Drucker's ( 1968 ), recommendation that management

development programmes must always be focused on the
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needs of tomorrow in terms of organisational needs,
qualifications and additional skills.

Because career development and pay policy have an
internal relationship and both are critical for
organisation success, rewards systems must be carefully
de%igngd in order to be linked to businecss objecti.es
and as Bowley (1972) cstate pay policy should help to
attract staff of the right calibre, to encourage ctaff
to make full use of their abilities and potential, and
to reward staff i1n accordance with, the value of thesr
contribution.

It seems that BPO and specially BT are following this
perspective, ;ince both companies have 1ntroduced pay
structures with progression dependent on good and
effective performance. At CTT pay policy is an area of
concern- too, because progressions are made through
automatjc‘length of service criterion.

Furthermore, at CTT there is a misgnderstandlng of what
is a8 promotion and.what is a salary progressiocn, sirce
within each career bands a salary progression i1 ca!lled
3 promotion, and <o when executive or management shtaff
are preomoted they beep on doing the same worl they were
doing before without amny change of job content.

So, BPO and BT have a pay policy different from CTT. Its
salary structures are similar ito what have been
described by “Armstrong and Murlis (1980) as flexible

salary progressions. A fixed incremental system where
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executives and managers maove through pre-determined
steps depending an the annual per formance appralsal
scheme or allowing double incrementals ( as at BT ) or
1n addition a special bonus to staff who performed well
above standard ( as at BFPDO and at BT ).

To change the situation at CTT, as Lawler (1982) points
it is important to develaop first a compensation philoso-
phy with a good communication policy so that all staff
can unaerstand the obsectives of a pay péllcy. It 1s
particularly difficult tg get mamnagement staff to accept
the féct that thei; pey 1s also based on their perfor—
mance when this 15 not a consistently articulated matter
of baélc compensation philosophy.

Finmally, as a repcrt from IDS Top Pay Unit (1285%) points
out, nobody should think that merit pay 1s a substitute

for qgood management: a new pay policy cannot simply be

introduced to an existing set of corporate values, wit-
hout a good deal of work in terms of communication,
echication and discussicn. So Personnel Departments must

try to ensure that the company culture :1¢ ready for
merit pay systems (ard this cannot only be confirmed
Just because managers ésk for a merit pay system as it
sorted out from the results of the CTT 'managehent
SUNVEY ) , if and when tnhne decision is taken to introduce
overall change té exi;ting systems to provide a pay for
performance philosophy. This in turn will often réhuire
a vigorous management approach, well devised and realis-

tic appraisal methods and realistic goals, standards and
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measures which are gquantifiable and understood and pre-

ferably accepted and agreed.

In summary, as A. Bowey ( 1982 ) points,

there are five

major issues which organisations need to consider when

plans are made to change current practices:

I, The strategy for charge;

o

to be changed;

The criteria new systems aim to meet;

The characteristics of systems which are

4.The changes in other control procedures

or activities which wi1ll be necessary to

support or to be compatible wilth new
P

systems;

an

The implications of the charnges for

aother groups of employees not directly

involved.

2.2 - A Change Strateqgy for CTT

?.2.1 - The organisation environment

One cannot look at three organisations and expect to see

all the varieties of career development and pay policy

problems which exist.
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CTT 1is experiencing substantial business, technology,

structural and manpower change that fhe other
organisations, British Telecom and the British Post
Office, have experienced befoée. The main choice CTT
have for the future incluage té centralise ot
decentralise career management and pay systems in  an
environment of separation of business - telecommunica-
tions and postal services - run by two distinct corpora-
tions.

This will certainly railse the question of also designing
to distinct career development programmes and remunera-
tion systems accecrding toc the objectives of the business
and linked with commercial and technological policies.
None of the case studies had done all the analysis which
was relevant to the determination of anh effective
framework to the formulation of a sound policy to the
Portuguese organisation, specially th9~backgroumd of the
British orgénisations during tBe period of separation of
business and consequently what were the main effects on
persornnel policy.

However, the main positive finding ta ths‘ MNortuguese
organisation is that a clear corceptual mode 1 for
development and reward for their Executivés and ’Senior
Managers should be formulated .

Sbme basic principles can be drawn even if the future in

terms of organisational structure is not yet clear. It

[
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wés imporkant however if Personmnel function could be
involved in the strategy for the‘ developﬁent of. the
cgrporation "and therefore could act in a proactive way
being an active elément to the preparation of, expected

cnanges, preparing not only the most apropriate

1 0"

climate for a market oriented policy but siso

faﬁilitéting\ tHE 1ﬁtrfdgcti0ﬂ of-an "appraissl culture”
arnd a management by Dbjecfjves philosobhyﬂ

These | three lissues, are _basic influences to the
QEQELopment of career development and pay policies and
to the detérmination of organisationai practices in the

context of both scenarios ( separation or not the

business ).

©.2.2 - Choices of systems and exploratory work

Once the organisation have decided in what direction
they wish to charmge career and pay policies the noxt

‘

step-involves the identificaticn of links between policy
goals and the systems which will have to change to
achieve those goals. Bot not all the systems which, 1in
theory, wguld be beneficial to change are acessible to
implement in the Portuguese organisation, mainly' because
of the cultural dimension and the unknowledge for FPerso-
nnel function of what the changes will caﬁse'to occurr
in' the future concerning the feorganisation 5f‘the com-—

munications industry ( separation of business? privaeti- '

sation of telecommunications services? ).
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Al though this limitation is present we propose an ap-
proach for exploratory work:
- to identify career and pay policy goals

appropriate to the present business;

~ to compare the current systems with those

goals;
- to gain a shared view of policy goals
with a’l seniar managers and. how they can

he achieved.

ese tashts have necescary implications for a personnel
=]
depar tment, for the links they need with other functicns

and for how the perscnnel function is organised.

?.2.3 - Change of culture

When public sector organisations are privatised ( even
when  Government retain 317% of shares ) corporate

objectives may be redefined or undergo a change of

emphasis. A key part of the change is a " change of
culture M, from a public service teo a commercral
organisatiaon, restructuring the pay systems for senior

managers from incremental structures to merit payments
and restructuring their own concept of career develop-
ment according to individual potential and -performance’

and business needs.
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?.2.4 - Pay for performance

Management 1s generally in favour of merit pay and the
survey carried out at CTT showed it clearly. Managers

have the view that performance-related pavyments provide

a genuine limk between work performance and
resparsabilities. 1n  addition, financial incentives
comhined wWiith good management involvement and

Y

communication can lead to greater understanding of
business realities.

Senior managers  wWlis ay within the compan e re
Seni1or managers 1sh pay thin the pany to b mo

&l
0

sely related to performance both In corporate and
individual term5 

However, 1t 1= 1mportant to notice in the Portuguese
nrganisation that executive and management unions would
present some resistence to a change 1n systems. Tradi-
tionally public unions, faced with proposals to intro-
diuce a merit system have tended to view these moves as a
part of a gencral strategy to weaken their collective
bargaining shtrength. However they are nol opposed, at
least 1r theo?y, to the process of performance appralsal
nrovide  the process 13 clear and used fore assessing

promotional pontential and trailning/development needs.

9.3 - Recommendations: areas for further research

In an attempt to produce useful recommendations for
further analysis, many areas need an adequate knowledge

B

before the Portuguese organisation decides in what
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.

direction they want to develop a model for career deve-
lopment and a pay system for its Executives and Senior

_ Managers.

\
To contribute to the development of such a r model a

framework can then be drawn.

Figure '9.1 * - Framework of career devalopment .‘and Ppay
‘ policy ’

Organicational Enviromment

Diagnosis of Past Strategic Corporate
and Present Practices . Ohjectives

Career Development and
Fay Policies

¢

Choices .0of Systems

Job Analvysis Fay Structure
Aprointments/Promotions Trainning/Development
Appraisal ' Counselling

L

Practices

SOURCE: Model developed by the researcher

.
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Based on the preceding framework in conjunction with

Figure 3.1 { Internal and External variables from a
corporate view — Chap.3 ) and on a systematic approach
‘ ' (L3)

outlined by the Imstitute of Manpower Studies we propose
as a start thsat the organisation sheould asttend the

following aspects.

9.3.1 - The organisational environmemt

[s the organisation changing 7 How might it change

in the future ? Are changes. apparent in marketes,

]

products., technology or organisational structure
How might such changes affect the Executive and
Senior Managers group 2 Is the Paortuguese labour

market for this group, or for part of the group,

rhanging or vulrnerable to change 7

?.3.2 - Strafegic corporate objectives -

If the organisational structure will change . how

\ .
might 1t affect the corporate objectives” Are chan-

ges  apparent 1n Postal strateqgic objectives ar in
Telecomunnications ones ? Which aspects of
strategic objectives will need changes in

management skills ? What kind of management skills
will in future be more appropriate to business

needs”?

(13) IMS Report No 246, Career Management in the
Organisation, 1984
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9.3.3 - Diagnosis of present practices

How did present career paths, with three levels of

gualifications and several incremental pay steps,

respond to environmental changes 7 How would
pcssible business sScenarios, separation or nNo

zsecaration of business, affect desired career paths

How would the current distri-

un
\

and wastage level
bhaition of Executives and Senior Managers imply

pcssible  problems under some future scenarios 7

1l

Which aspects of the future organisational environ-—
pert  will change skills needs 7 Can new skills be
ceveloped using the present career paﬁhs 7 Which
stills do the organisation want to encourage 7

- technicasl/functional skills 7

~ planning/organising ~

~ praoblem solving/decision making 7

- interpersonal skills 7

9.3.4 - Identifying career development and pay
policies

Wnat apparent contradictions are between aspects of

career and 5ay policies 7?7 Which aspects of the

future environment appear in conflict with current

practices 7 Where policies are changing, do these

changes appear to conflict with future organisatio-

nal environments 7 Which career development and pay
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policies are appropriate to the future organisatio-

nal environment 2

9.3.5 - Choices of systems

Jhich systems have to éhange or be introduced to
‘achleve the new policies’ gnals 7 Can tne desired
nutcomes  of new systems he clearly specified, in
terms of impact on career structure, skills and pay

—

structure 7 What particular actions affecting iﬁdi-v
viduale will result from the systems 7 Which met-
hods and acriterion best fit the outcomes desired ™
How will the systems be simple and acceptable to
use If the systems generate informaticn, such as
from an appraisal system, how will this be ana-

iysed and used in decision making 72

9.3.6 - Strategies for changes

Lan change be brought about by redesigning systems

oy doe it reguire direct influerce om tne views of

Ui

Are the plans for change blocked

~

SENLOF managers
by access to people, systems or information 2 Are
strategies 'needeq td improve links with people or
access to information 72 HOQ will the appropriéte—
ness of the strategy be monitored ? Who will be

responsible for monitoring the systems ?
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