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Abstract

The low birth rate, the increasing number of peoglier than 65 years and the low
participation rate of older employees will causebbems on the labour market and
within company. Companies will face problems toeatt and retain employees and will
face problems when the government decides to iserdhe retirement age of the
employees. Employers then have to deal with emp®ybat were planning to retire
before their 6% year. If these employees cannot proceed to retrtier because of
financial reasons, this can demotivate and canease their rate of absenteeism or
decrease their productivity. HRM practices can legmpanies to fight these problems.
These problems will have an effect on the finanpmiformances of companies in the
SME metal industry.

The aim of this master thesis is to develop a (i) forecast model that describes
these effects of different HR practices on therfmal performance of companies in the
metal industry. We only investigate the effects tbe productivity and the financial
statement of those companies.

In this study we identified practices on threealiéint levels. On macroeconomic level we
identified WIA and VPL. On mesoeconomic level tmepoyer organisations and unions
implement practices to face the ageing workforabj@ms. Within CAO agreement they
recorded that employers have to offer employeesrimuam of one day training, that
older employees receive additional leave days, dlddgr employees are not obliged to
work shifts and that employees can receive an E4C-on in each 5 years. On
mircoeconomic level we identified five different HRactices: recruitment and selection
policy, training, job design policies, policies fmht absenteeism and management
policies.

We used case studies to determine the effect sktheactices. The results of these case
studies indicate that the four companies are dgtivging to implement practices that are
suitable for their company and the employees. Titeames of these case studies give an
indication of the HR practices within these companiBesides that we determined why
companies implement HR practices. In the four ctsdies this does not always has to
do with the labour productivity of the employeediuir rate of absenteeism.

This study shows that it is difficult for HR managsupervisors or work council member
to determine the effect of for example trainingtba labour productivity of employees.
Our empirical study confirmed that there is a pwsitrelationship between the HR
practices and labour productivity and the ratebxfeateeism (according to the four case
studies). One remark that has to be made is tleaéffiect of HR practices on company
performances dependent on motivation and commitofethe employees.

Finally, we combined all oufindings in a financial forecasting modé&\Ve determined
that the impact of practices on the income statémia company depends on the labour
productivity, salary, rate of absenteeism, pensarangement and the age of the
employees. We developed a forecasting model tleatigis (using Markov matrixes) the
expected changes within a workforce. We determfoe@ach individual employees the
probabilities that he/she will leave the compang lmked these probabilities to the costs
and benefits of each employees. These outcomes inpdssible to forecast the effects
of employees related costs and benefits on thamecstatement and balance sheet.
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1. There is need for change! The workforce is again
16 September 2Q0@Be Netherlands

Minister Donner of the Ministry of Social Affairsidd Employment (Ministerie van
Sociale zaken en Werkgelegenheid, SZW) presengebutiget and goals for 2009:

“The policy of Minister Donner and State Secretatyoutaleb of the Ministry of Social Affairs and
Employment (SZW) is especially focussed on inargdabour participation. That is to say: more pespl
in work, more hours in work and more people contigio work until the age of 65. The SZW budget fa
2009 includes measures via various lines to geermpeople into work.

-

It is true that the tight labour market is tempdhabecoming somewhat less tight, but the urgendheé
long term is evident: the population is ageing i If there is no drastic increase in labour
participation, there will be a threat of big shogtas in employees and the wages will rise sharpig. this
will undermine our international competitive positi Closer to home the image looms of care ingtitgt
with not enough carers, schools with not enougkhiess and a crumbling support under our welfardesta
In the words of Chairman Peter Bakker of the ComsimisLabour Participation which recently gave
advice to the Cabinet in June, the Netherlandstivéh ‘come to a creaking halt”.
(Internationalezaken.szw, 2009)

As indicated by Minister Donner the population withhe Netherlands is ageing. This
will cause problems because there will be a bigtalge of employees. The government
therefore asked the Commission Labour Participattomrite a proposal on measures
that can increase the labour participation withie Netherlands. But unfortunately within
six months the labour participation within labouanket changed enormously. On 16
September 2008 the ministry of SZW measures aimedn&easing the labour
participation within the Netherlands in 2009. But b7 February 2009 the results of the
Central Planning Office (Centraal Plan Bureau, CRinoted that the labour
participation is not increasing. In fact, the unéogment rate is now predicted to rise to
5.5% in 2009 and will further increase to 8.75%2010. The cause for this change is the
financial crisis (Minaz, 2009). Besides that theaficial crisis affected the amount of
vacancies within the Netherlands. On Jun® 3008 the amount of vacancies was 240
thousand (CBS, 2009a). Eight months later the Nigthés only had 198 thousand
vacancies by the end of December 2008 (CBS, 2009b).

The government is trying to stimulate the economgrease the labour participation and
prevent that the national debt will rise fastethe Netherlands. One of the solutions the
government is considering to implement is to insesthe retirement age of employees
gradually from 65 to 67 years old. Companies on dbeer hand are trying to find
solutions to keep sales up so that they do not bavee employees. Firing employees
means that companies will lose knowhow which thelf meed when the economy
improves. Therefore companies have to try to reftagir employees. To help companies,
the government offers the reduced working hour meheThe reduction of work hours
gives employers the time to come up with a solutmmetain their employees and to

! In December 2008 the government gave the empldlierspportunity to apply for a permission to offer
their employees a reduction of work hours. Emplsyean apply for permission if they expect a de@éas
sales of at least 30 % in the coming two years. dihployer has to offer their employees trainingiryr
the reduction of work hours. The employees’ losspayment will be compensated by a partial WW-
placement (SZW, 2009a). The number of companiethéenmetal industry that applied for the reduced
working hour scheme is higher compared to otheustries (SZW, 2009b).
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survive the financial crisis.

Companies are focusing on other problems than tblelgms that will arise because of
the ageing population. But on the long run the mggopulation will cause tremendous
problems on macroeconomic level as well as on ragwonomic level. Because of this
companies have to take action to make sure thatd¢bmpany will not suffer from the

problems that will arise because of the ageing [adijoun. This study will hand measures
that help companies to overcome problems that &esause of the ageing workforce.
Firstly, we will give an indication of the scope thfe problems caused by the ageing
workforce. Secondly we will explain why there iseddor a scientific study on this topic.

1.1 The ageing workforce

The Netherlands, as well as other European cosnthave an ageing population and
workforce. This means that the amount of employkes have left or will leave the

labour market will increase at a certain point. iBes that the amount of younger
employees that can replace these employees isad@uggso-called dejuvenation).

One of the main reasons which resulted in an agsdpglation is the dejuvenation. After
WOII more babies were born in Western-Europe aedUBA than before WOII. These
people cause problems on the labour market, now946 a record number @84.000
babieswere born. In figure 1 the number of babies bdivean the Netherlands during
the period 1950 until 2010 is shown. Until 19708 ttumber of new born babies was
roughly 250.000 each year, but after 1970 this remalbopped enormously. In 1983 the
baby boom came to an end because the smallest nainbern babies (170.000 babies)
was reached (RIVM, 2008).

Number of babies bom alive (1950-201(

x 1000
=
a
=}

}
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
I

‘ Observation=— Forecas*

Figure 1: number of babies born alive (1950-2Q0B S-Statline, 2008a)

In 2011 the people that were born in 1946 will tetiweir 6% year. This all means that
284.000 employeeff all of these people are alive and employed)l waach their
retirement age of 65 or are already refiredl smaller amount of younger employees can
replace them within companies because fewer baléeborn after that period. Therefore
companies will face problems finding new employe€kese problems are partially

2 The CPB predicts that the unemployment rate widiréase in 2010 (Minaz, 2009). This will cause
financial problems for the government within thetidglands. Employees and employers have to pay a
pension premium over the salary of the employebis fiension premium is used by the governmentyo pa
the people who are currently entitled to such anpayt. Therefore the high unemployment rate and the
high amount of employees that leave the labour etaffrecause they reached their retirement age) will
have a big impact on the financial situation of gowernment within the Netherlands.
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caused by the workforce participation rate in tleghdriands.

One of the main factors that influenced the lalymanticipation rate is the introduction an
early retirement scheme (VUT) in 1975. With theraduction of the VUT employees
were able to retire before the retirement age ofTée government introduced the VUT
to decrease the amount of young unemployed p&dpiece the oil crisis of 1973 there
had been a large problem on the labour market kBecatithe high amount of young
unemployed people. Therefore a member of the boftde Dutch catholic trade union
(het Nederlands Katholiek Vakverbond, NKV), Mr Riem came up with the plan called
“Young for Old”, where old employees were repladgdyounger employees. With the
introduction of this plan the VUT was presented.ptoyees retired from their jobs, on
average at the age of 60. The purpose of thispelas that for each older employee a
company should employ a young unemployed empfb{@emergy-at-work, 2008). But
after a number of years the balance between yond@lka employees in the Netherlands
changed. The participation of older employees wittie workforce became more
important. The figure below shows that still a Ejart of the population with the age of
55 until 65 is not employed.

Population and workforce participation 2008

In figure 2 the difference
shown between the populat
and the workforc
participation in the
Netherlands for the year 20

Figure 2 shows, that employ:
between the age of 55 and
have a lower participation r:
(47%) compared ty employe
between the age of 35 and
(86%).

-500 0 500
x 1000

men wome

‘EI Populationm Workforce participatior*

Figure 2: Population and workforce participatioB& Statline,2009)

Besides the low participation rate of older empksyen the workforce, the balance
between young and old employees will even shiftemior the coming years. This is
because the amount of people in the populationishater than 65 is growing. In 2008
15% of the entire population will be older than 652020 this percentage will be 20%
(CBS-Statline,2009b).

All of these changes in the population and workéofihe low birth rate, the increasing
number of people older than 65 years and the laticgzation rate of older employees)
will cause problems on the labour market. The ag@opulation and workforce cause
problems because:

® The baby boom generation was nineteen years dlé75.

“The government installed this policy in such a st this policy was attractive for both employars
employees. Employers could employ younger employeeksthe employees (that used the VUT) could
retire earlier without any fiscal consequences. IBgges received a payment that was about 80%-90% of
their former salary. These employees did not havealy any social premium and therefore their ulténa
payment were almost 100% of their former salaryis Tdgether with the possibility to save moneytfoir
retirement, made it very attractive for employeesessign earlier (synergy-at-work, 2008).

°Gross workforce participation is the percentageheftotal population (all people between the agé%of
and 65) that work at least 12 hours a week oreaieching for a job of at least 12 hours weeks.
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* The amount of (younger) employees that can refglaEemployees that leave the
company is decreasing.

» Companies will have to retain employees that arekiwg within the company
and have to make sure that these employees wilwark for the competitor.

« When the government decides to increase the retmeage of the employees this
will affect the workforce. Employers then have eatlwith employees that were
planning to retire before their 83ear (in some cases even before theft ar).

If these employees can not proceed to retire edykeause of financial reasons,
this can demotivate and can increase their rat@beénteeism or decrease their
productivity (van Zijl, 2004).

We refer to these problems as the problems ths¢ decause of the aging workforce. All
of this means that companies have to offer goaddesf employment and good working
conditions to attract new employees and retainr tegiployees within their company.
Motivation is another factor that has to be taketo iaccount. In figure 2 is shown that
older employees have a low participation rate. fcrdase the labour participation of
these employees companies have to introduce peactituman Resource Management
(HRM) can contribute to this process. HR practidesnot only influence the possibility
to attract or retain employees, HR practices can e¢duce the rate of absenteeism and
increase the productivity of the company. This wBlR practices improve both the
financial and non-financial performance of the camp

The project initiator is the organization Mercerender is willing to develop a financial
model that forecasts the effects of (HR) practioesthe financial performance of
companies in the metal industry. To forecast tlieces of the ageing workforce on the
financial performance and the costs and benefds$ #ne related to a workforce of a
company we need quantitative figures. Therefore hage to determine which HR
practices companies should introduce? And deternwnevhat way HR practices
influence the financial performance of a company?

According to Becker (1962) the human capital themplies that the production capacity
of employees can be enhanced by investing in #rewledge, skills and abilities. An
example of these HR practices is training. A vastnber of researchers tried to
determine the effect of training on organisatiopatformance. For example, Almeida
and Carneiro (2006) describe in their article thk between the duration of training, the
direct cost of training and productivity. Most aoith tried to estimate the relationship
between training and productivity, but did not litikat information to costs or benefits.
Likewise, Conti (2005) tried to define the effedttraining, productivity and wages in
Italy. According to Conti (2005) the majority ofelstudies have found a positive impact
of training on productivity. Those researchersditie determine the effect of only ‘one’
HR practice. Different researcher tried to detesnthe effect of HR practices (in
general) and the impact on labour productivity .(eGuthrie, 2001). Researchers like
Sels, De Winne, Delmotte, Maes, Faems & ForrieD@Qtried to describe the effects of
HR practices on productivity and the financial etaént. They tried to link HRM and
small business performance to financial performangeductivity and voluntary
turnover. They found a relationship between HRMmsity and productivity. Sels et al.
(2006) collected their qualitative data using avewyrand linked those findings to
quantitative data for each company. They found tthatotal effect of HRM intensity on
the outcome of productivity was 12%. This means #maincrease on the HRM intensity
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scale will show an increase of productivity of 12Rbany other studies have failed to
determine the impact of HRM and organisational grenbince, but Sels et al. (2006) tried
to make this relationship more measurable. In ttesearch they did not determine which
individual HR practice causes those findings.

1.2 Problem statement

The aim of this master thesis is to develop a (ioma) forecast model that will describe
the effects of different HR practices that can redmpanies retain and attract new older
employees. We will investigate the effects of HRgtices on the (financial) performance
of companies in the metal industry. We will onlywéstigate the effects on the labour
productivity, rate of absenteeism and financialtesteent. We made this choice to
investigate the effects of these dependent vasabdeause the output of this study will
be used in a financial forecast model. Besides I#iadur productivity of employees is
interrelated to their rate of absenteeism. If erp@és have a high rate of absenteeism this
will negatively affect their labour productivity.

Our problem statement is:

To develop a financial forecast model that refleéhts effects of different practices with
respect to the ageing workforce of companies ofhn lppbductivity and the financial
performance of companies in the metal industry.

During this research we will focus on Small and Medsized Enterprise (Midden- en
Kleinbedrijf, SME) in the metal industry with i.80-250 employees (MKB, 2008a). We
will focus on employees between the ages of 456 decause the labour participation
rate is low compared to other categories. The péage of women in the metal industry
is very low and therefore our focus will be moreadder employees in this industry. In
his study will refer toolder employeesas employees who are older than 45 years. We
will study HR practices that can affect this grafgmployees.

1.3 Practical relevance

A survey of Centraal Beheer Achmea and Mercer (P0&ts out that many companies
are not recognizing the ageing workforce problemgéneral, most of the HR practices
introduced within companies are targeted at youegaployees. As Szeman and Kusera
(2007), stated companies lddR practices for employees with an age betweemd5a
years. According to Punakallio (2007) managers lshoansider the effects of ageing
when they adjust their practices. The outcomeshi $tudy can give insight in the
seriousness of this problem within companies. Bessttiat, this study can hand tools that
can help employers to implement measures to fighihlpms they will have because the
workforce is ageing.

1.4 Scientific relevance

According to Boselie (2002)Most research on HRM and performance is quantitai
focused on the existence of (significant, causalBtionships and the magnitude of the
effects. To better understand underlying processsmoderate/mediate the relationship
between HRM and performance there is a need forlitgtige research(p. 150)
Therefore, we use a qualitative method to makerdribaition to the scientific field of
HRM and to determine the effect of different HR gliges that can be implemented to
fight the problems that arise because the workfascageing in the metal industry.
Besides that researchers tried to determine trextefiof HR practices on the financial
performances of companies. But none of these reseia; by our knowledge, developed
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a model that described the impact of these practme the financial statement of
companies. The focus of this study is to deterntimese quantitative effects of practices
on the financial statement of companies in the hietastry.

This all means that the outcomes of this study naNe a practical as a scientific added
value within the field of HRM.

1.5 Thesis structure

The results of this study will give an indicatiohtbe effects of the ageing workforce and
HR practices on the financial statement of a compadio accomplish this we have to
determinewhich practices affect the ageing workforce drav they affect the financial
statement a company. We address these aspectss iresearch. In this paragraph we
describe the structure of this research which @svshin figure 3.

Chapter 2 commences with information about theretexal framework of this research.
We describe the relationship between the varialdesl in this research. In chapter 3 the
research methodology is described. In chapter #&rym® determine which practices have
a positive effect on the problems that arise bexafishe ageing workforce.

These practices are determined based g=

desk research. These practices af CHAPTER 2
described on three different levels: thg Theoretical framwork
marco-, micro- and mesoeconomic level ! N !
On each level different actors have
implemented certain practices. Thereforg T Methodology
these practices are desqribed classified i TSR]
these levels. Chapter 5 is focussed on th _
HR practices and their effect on labour Practices
productivity. In this chapter we show the _
outcomes of our empirical research, Literature T
Chapter 6 describes what kind of effect CHAPTER S
the practices have in the financial :
. . . Labour productivty
instatement of companies in the meta and rate of absenteeims
industry. Chapter 7 continues with a _
description of the effect of the practices Case sfudies
on the financial performance of a
company. '_I'he outcome of this resear_ct TS
is a financial forecasting model that is
composed by using a Markov matrix. Finanacial F°fj°asti"9 model
Finally, in chapter 8 we describe the STAPERE
conclusion and recommendations.

Conclusion and Future research

Figure 3: Structure of Thesis
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2. Theoretical framework

A theoretical framework has to help the reader talerstand the relationship between
the variables and factors that are needed to findodution for the problem. In this
chapter we explain how we are going to find a sotutfor the problem defined in
chapter 1. We will start with defining the variabland their intermediated relations.
Finally, we will describe the research questiorsttill be use to come to a solution.

2.1 Human Resource Management

Nowadays, Human Resource Management (HRM) is inyntases used to retitle the
traditional Personnel Management. But accordingtmst (1987) there is a difference
between HRM and Personnel Management. Guest $iattdHRM focuses more on the
long-term planning, higher commitment of the emplsy, more self-control by

management, employees relations perspective igsrigtitfocus on the individual and
high trust), preferred organisational structur@nganic, HRM is largely integrated into
line management and HRM is evaluated though humsaats accounting. But how can
we define HRM? There are different definitions us&dHRM (e.g. in Legge, 2005 and
Boselie, 2002). Boselie (2002) analysed the diffedefinitions of HRM as well and

divided them into three different parts Human, Rese and Management.

Boselie (2002) determined that theimanpart denote the field of interest. It indicates
the relationship between the company and the erapkyWithin the definition used by
Beer et al. (1984) this ‘human’ part is also emptexs Beer et al. (1984) state, that:
“human resource management involves all managendectsions that affect the
relationship between the organization and employeat is human resource(p.1).
Boselie (2002) indicates th&esourcerefers to the values, rareness, inimitability and
non-substitutability of human capital. Hendry anettigrew (1986) denote that
employees are valuable resources which can creatmnapetitive advantage for
companies. The same assumption is made by Becg&2).1According to Becker (1962)
the human capital theory denotes that the productiapacity of employees can be
enhanced by investing in their knowledge, skillsl afilities. Companies can enlarge
their human capital by investing in the human resesi and therefore realize a
competitive advantage. Boselie (2002) takes oneenstep to explain the concept of
HRM by clarifying the termManagementHe indicates thaManagementefers to the
actions of the manager or the supervisor towardsethployees to achieve the goals of
the company. This can be realized by coherent am$istent management. Boselie
(2002) indicates that not only the goals of the pany have to be taken into account, but
also the goals of the individual employees and gbeietal needs of the relevant
stakeholders as well.

Summarizing we can define HRM abe relationship between the company and
employees in which the management of the compadgsyemployees towards the goals
of the individual, company and society while siamgously creating a competitive
advantage

HRM will therefore realise continuity of the comparBut how do HR practices affect
the goals of a company? Different authors apprddBnhpractices in a different way.
They draw a distinction between individual HR prees and bundles of HR practices.
Boselie, Paauwe and Jansen (2001), for examplee #diat “HR practices affect the
performance not individually but are interrelatéelngents in an internally consistent HR
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‘bundle’ or system” (p. 1122). When an employeesiegs training his or her wage can
increase eventually. According to Boselie, Paaumsk Jansen (2001) not one individual
HR practice can influence the performance of thamgany, but all HR practices bundled
together have a positive effect on the performaidbe company. Other researchers are
only focused on individual HR practices (Becker &w&thart, 1996). Other approaches to
the concept HRM and HR practices are the bestipeaeind best-fit approaches. The
best-practice and the best-fit approach are twierdifit approaches which can give more
inside information about the effect of HR practic@scompany performance. The best-
practice approach state that the company which emehts the ‘best’ HR practices
within their company will be the one who will becsessful. This approach assumes that
all successful companies have implemented the $#practices. Pfeffer (1994) is one
of the researchers that determined 16 best-prattige Legge, 2005). His research
received a lot of criticism. Paauwe (1996) indisatieat the best-practices used within
Pfeffer’'s research are so prevalent for companigsmthe Netherlands that they can not
be the source to realize a competitive advantagensigother companies within the
Netherlands (in Legge, 2005). The assumption thakearchers make regarding best-
practices is that the effects of best-practicesgareeralizable and that they are not firm
specific (Becker and Gerhart, 1996). The bestgpraach on the other hand indicates
that the effect of the HR practices within companidiffer depending on their
organizational context (e.g. the culture, structamel technology used in the company)
(Boselie, 2002).

Our goal is to give a clear overview of the effeatdHR practices that are implemented
within companies. Therefore we will try to descritiee effects of individual HR
practices. We want to determine the effects within metal industry which means that
we want to generalize the effect of the differef practices. Therefore we assume that
the HR practices that will affect problems thasarbecause of the ageing workforce will
be best-practice®ut which HR practices affect the performance ahpanies?

2.2 HRM and Performance

The two most quoted and fundamental models for daeelopment of HRM as a
scientific discipline are the Harvard approach d@yed by Beer et al. (1984) and the
Michigan-model developed by Fombrun, Tichy and Dexa (1984) (Boselie,2002).
Both models are described below.

Harvard approach

Beer et al. (1984) determine five components inrth@del which are stakeholder
interest, situational factors, HRM policies, HR @urhes and long-term consequences. In
their model they denote that the stakeholder isterogether with the situational factors
influence HRM policy choices within companies. Téi¢$RM policy choices affect the
HR outcomes, which affect the long-term consequendégure 4 shows these
relationships.

® “Pfeffer argues, for example, that a greater usesiateen specified practices, such as participagmd
empowerment, incentive pay, employment securigmetion form within the company, and training and
skill development, results in higher productivitydaprofit across all types of organizatiorfsf Boselie,
Paauwe and Jansen, 2001: p 1108).
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Stakeholder Interests

Shareholders

Management I
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Goverment HRM Policy Choices HR outcomes Long-term
Community > Consequence:
Unions
Employee infleunc Commitment Individual well-being
Human resource flow Competenct — Organizatione
Situational Factors Reward systemrr Congruence effectiveness
>lwork systems Cost effctivenes Societal well-bein
Workforce
characteristrics '
Buniess strategy and '
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Management
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Unions

Task technology

Law and societal
value

Figure 4: Map of the HRM territory (Beer et al.,.849.

Beer et al. (1984) show in their model that thé&edtalder interests and the situational
factors affect the HR practices that companies wilplement. The influence of
stakeholders (e.g. work councils, trade unions gonernment) on HRM policies and
outcomes is typical for the European concept. Théens and government have
implemented practices, laws and regulation whi¢bcathe HR practices that are chosen
in companies.

The main focuses of this model are employee inflteeand work systems. As starting
point this model is that not only the HRM departtenril be activity involved with the
HRM system but the entire management staff willtdbate to the HRM system within
companies. The focus is to commit employees tcctimepany and use the ability of all
the employees optimal to realise company goalssaadegic. High commitment of the
employees is the main focus of this model.

Michigan model

The Michigan model uses as starting point the enwirent. Most companies are facing
an environment that enormous complex and is raplBnging compared to years ago.
This means that companies will changes their missiod strategy. To realise this
mission and strategy the company has to deternmaedptimal strategy is needed to
accomplish this. When company has decided whichrosgtional structure is needed the
company has to attract or retain enough employeesédcute the tasks and to realise the
missions of the company. With the organisationaicstire Fombrun, Tichy and Devanna
(1984) refer to the different divisions of the caang but also the job descriptions of the
employees. Ones the company have state the organalastructure it has to design the
human resource system. The four practices Fombfuchy and Devanna (1984)
implemented within their Human Resource Cyclespeetices used in all companies.
These practices are: selection, appraisal, renaandsdevelopment. In Figure 5 is model
is shown.
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These practices have an imp
on the individuals as well as o
the company goals. In th
middle of their Human
Resource Cycles Fombrur
Tichy and Devanna (1984
placed performance of th
employees, which will bg
affected by these practices. TH
Fomburns point of view is tha
goals of the company only wil
be reached if practices ar
congruent with the compan
strategy. Therefore there has
be a fit between the strategy ¢
the company and their HRM
system.
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Figure 5: The Human resource cycle
(Fombrun, Tichy and Devanna, 1984)

The main difference between the two models is tiatHarvard model is more focused
on the development of employees within the compahgreas the Michigan model is
focused on achieving the company strategic goale Gther difference is that the
Michigan model takes the point of view of the owmérthe company. An owner of a
company will be more focused on making profit. Wdzey the Harvard model takes the
point of view of the other stakeholder: the tradeon and employees (Boselie, 2002).
Both the Harvard model and the Michigan model awegal models used in the HRM
field. The similarity between the two models isttiiaey both indicate environmental
factors will affect the HRM practices with in conmya One of these environmental
factors are the labour market conditions.

2.3 Environmental factors

Beer et al. (1984) indicate that situational fagtior example the labour market condition
and workforce characteristics affect the formulatiof the HR policies within the
companies. Within certain industries companiestaare trouble finding employees with
certain skills, one of these industries in the mietdustry. The metal industry indicates
that they have problems to find employees with netbgy skills. Therefore companies
have to find other solutions to solve this probléme of these solutions can be training
employees or offering HR practices to retain em@ésy within the company.
Furthermore, Beer et al. (1984) state that the feock characteristics can affect the
formulation of HR practices. Also Fombrun, TichydaDevanna (1984) denoted that
social environmental factors for example the derapigics of baby boom will affect need
for strategic HRM systems. Szeman and Kusera (2@88#pted that company did not
implement HR practices for these effects. Szemath Kosera (2007) stated that
companies lack of HR practices for employees witlage of 50-55 year. They indicate:

“Early exits are also increased by the age discniation practiced by employers. This
generally begins for the age of 45 and the compajuistify it by the poor state of health
of older workers, their physical and mental burrt-and lack of required level of
training.” (p.4).
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Old age policy or active ageing policies can belaten for this problem. An old age
policy is focused only on older employees and sffieistruments that can make their
work more comfortable. Instruments that can beodhiiced are, e.g., additional leave
days for older employees. This instrument is inticEt in companies after the employer
organisation and unions came to an agreement aihdled the additional leave days in
their CAO agreement. Old age policies focus onrumsents that spare employees than
preventing employees to become less capable torpenvell. The old age policy was
expanded with the introduction of the active agegoafjcy. This policy focuses oall
employees. An active ageing policy is focused dneahployees and giving them
(depending on their stage of life) required HR pcas, e.g., training or better balance
between work and their private life. The purposeaofive ageing policy is not to
introduce new or additional HR practices, but theus is more on the HR practices that
already exist and using these policies in a diffeveay so thaall employees are healthy,
vital and motivated (Verhoeff, 2007). Szeman andd€a (2007) determined that HR
practices within companies are not focused on oddeployees. Before we can study
which HR practices will positively affect older etopees who work in the metal
industry we have to describe more about the lawdsragulation within the Netherlands
and give more insight about the metal industry.réfaee we will first give more insight
about the influence of the government or employganisations and unions on practices
in companies. Second, we will explain more abow workforce characteristics of
companies in the SME metal industry. Finally wel wiéscribe the difference between
HR practices in small and larger company.

2.3.1 The government and unions

Boselie (2002) stated that the influence of gowesnt on the HR practices within
companies is higher in the Netherlands comparedther countries. Besides that, the
employer organisations and unions negotiate abdmtGAO agreements in which HR
practices are partially determined. This is becdliseelationship between the employers
and employees are institutionalised with the Né#imels. The social system within the
Netherlands is installed in a way that employees Wcome unemployed or retire will
receive a benefit. This benefit is paid by the pmyments of the employees that are
working. When then labour participation is low ahd number of employees that receive
a benefit is high the government will have problemgay for these benefits. Therefore
the government is trying to increase the labouti@pation within the Netherlands. To
increase the labour participation the governmerst ingtalled practices and law and
regulation which indicate that companies have ferojood working conditions that to
their employees. These law and regulations affexitractices within companies and the
way that company has to tread employees.

The employers can also implement HR practices bessithe practices that are
implemented or formulated by the government or mOCagreement. Each company/
industry will implement practices that will fit theharacteristics of the employees and the
jobs they have to perform. Therefore we will daéserihese characteristics

2.3.2 SME metal industry

The characteristics of employees that are workmghe large-scale metalworking and
electrical industry and the light engineering indysire mainly the same. First, there are
more men (87%) working in the metal industry thaanven (13%). In the last couple of
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years the metal industry is becoming more attractor women. According to the
‘“Training and development for metal working firnisundation (Opleiding Ontwikkeling
Metaalbewerking, OOM), the number of women thatwaoeking in the metal working
firms has increased with 8% in 2007. The OOM fouiostahas introduced a website
FEMME Metaal to increase the number of women inrtietal industry and they were
successful (OOM, 2008). Secondly, there are molieifle employees than part-time
employees in this sector. In 2007 the ratio betwkdktime and part-time work is
approximately 9 to 1 (Senior Power, 2006). Thevaas the employees have to perform
in this industry are not mostly arranged in a wagttemployees can work flexible work
hour (Braaksma, 2007) or part-time. The educagwellof the employees in the industry
is shown in the tablebelow.

Age® % | Education level % | Origin %
Young than 30 12% Elementary school 49% Nativpleyees 91.5%
30-50 57%/| Senior Secondary 30% | Foreign employees 8.5%

Vocational Education
or lower (In Dutch
MBO).

Older than 50 31% Higher vocational 21%
education (in Dutch
HBO).

Table 1: Characteristic of employees who work i ttietal industry (ROA, 2008)

One of these characteristics is that the workfoscageing. The 31% of the employees
are older than 50 years (in 2008) and only 12%oisger than 30 years. Because of the
ageing population the number of older employeefiwitompany will increase even
more.The jobs within the metal industry are more agesisee, because the workload is
higher compared to other jobs. This may influefeegerformance of older employees in
this industry (Vis, 2000). These characteristicgento be taken into account when we
determine the HR practices in companies in the Imethustry. But first we have to
determine if there is a difference in HR practio@eSME companies compared to large
companies.

2.3.3 SME companies and HR practices

Winnubst and De Kok (2008) discovered two diffeesnbetween larger companies and
SME companies regarding HR practices. First, thaieghat smaller companies do not
use the same HR practices compared to larger caegpdn large companies the (HR)
manager and the owner of the company are mostlydifferent persons. The role of the
manager and owners are combined within smaller emiep. Therefore the managers
within smaller companies have more freedom to medeain decisions within the
company. On the other hand, the decision-makinggs® within smaller companies is
restricted to the vision of the owner of the compaAnd because the owner of the
company has to make management decisions as wshiehwill have less time to focus
on the HRM policy of the company. Braaksma (20@0nd in his study that 40% of the
SME metal companies have a HR manager. This isloery

7 The figures used in this table are determinedHernarge-scale metalworking and electrical in 2007.
® These figures are only recorded for the compathigisoperate in the basis metal branch (a subdivisi
used by CBS).
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An owner of a company will organize the HRM poligfythe company in a different way
than a HR department. The HR department is onjyoresible for the HRM policy within
the company and will be more specialized. Smakenganies will have less skills and
capacity (in time and number of employees) to omgathe HR policies in the same way
as larger company. This explains the heterogeméitire strategies implemented within
midsize companies and the difference between smalled larger companies.
Furthermore, it can give inside on why certain SktiEnpanies do (or do not) have a
formal HRM policy and can standardize their HR pis. In addition, the number of
HR practices used within smaller companies is cgrage fewer than the HR practices
implemented within larger companié¥innubst and De Kok (2008) determined in their
study that smaller companies use fewer HR practidesh can improve the performance
of employees. How can HR practices affect the perémce of employees?

2.4 HR practices and performance

Beer et al. (1984) show in their model that HR pcas can contribute to the company
goals. Beer et al. (1984) state that HR practicas iofluence on the long run, for

example the efficiency, service performance andepperformance of the company.
Fombrun, Tichy and Devanna (1984) is also focusepasformance and in particularly

on the performance of individuals to realise cong@mgoals. Paauwe and Richarson
(1997) state that HR practices can affect the prtidty and profit of companies.

Many employers whoever associate older employetts am increase of labour cost and
a decrease in labour productivity. Henkens, Renaeny Schippers (2003) found that
employers relate the increase of average age oivtinkforce with higher labour costs.
Employers expect that the labour productivity ¢ thorkforcewill not increasebecause
the average age of their workforce is increasingil@ other hand, employees expatt
increasein the rate of absenteeism of their workforce beeathe average age of their
workforce is increasingKotlikoff eand Gokhale (1992) found in their empa study
that the labour productivity of employees decreaseand the age of 45. They found that
the labour productivity of these employees is lothan the wage they received for their
performances. On the other hand younger employees & higher labour productivity in
relation with their wage (in Dorhout, Maassen ven 8rink and Groot, 2002).

With the introduction of HR practices an increas&abour productivity and a decrease in
absenteeism can be realised (e.g. Sels et al., Z2@6rie, 2001). According to Tangen
(2002) productivity can be increased by five difetr relations between the input (i.e.
labour) and output (i.e. produced goods or thessalehe company). The five different
relations are:

= output and input increases, but the increase iatirgpproportionally less than the
increase in output;
output increases while input stays the same;
output increases while input is reduced;
output stays the same while input decreases;
output decreases while input decreases even more.

The labour productivity of individual employees eaffs the output of a company. The
output can be affected by the rate of absenteefstimeoemployees within the company.
The employees that are absent can not realiseutpeitothat the company expects and
therefore the labour productivity of these emplaydecrease.
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Guthrie (2001) states that labour productivity does guarantee long-term profitability
and success, but labour productivity is a necessamgition to make sure the company
performs well. Sels et al. (2006) state an incraaskbour productivity will have a
positive effect on the total personnel costs bezamsincrease in labour productivity can
have added value to the profitability of the compdnvesting in HR practices can have
a positive influence on the organisational prodiisti Therefore implementing practices
to decrease the problems that can arise becauiee cigeing workforce can have a
positive influence on the performance of a compahye labour productivity of a
company can give a good indication of the efficientthe company. A company should
not only focus on the labour productivity of therqmany because the company can still
go bankrupt even when the labour productivity @itlemployees is at its maximum. The
labour productivity of a company ignores the cadtproduction (e.g. salary payment to
employees) and liabilities of the company (e.gglterm and short term loans).

The financial statement of a company provides thfsrmation about the financial
position of the company; it gives an indication tbé financial performance and an
impression of the cash flow of the company. Tharrial statement of a company
consists of the income statement, the balance ,sheetash flow statement, statement of
changes in equity, etc. (lasplus, 2008). Thesermstants give an overview of the costs
and benefits of a company.

“The income statement is a financial statement ifyabrts the revenues generated and
expenses incurred over an accounting péetiiceach & Melicher, 2006: p.123). The
income statement provides an overview of the reggncosts and profits of the company
and reports the net income of the compédiifie balance sheet is a financial statement
that provides a ‘snapshot’ of a business’ finangakition as of a specific ddt@_each

& Melicher, 2006: p. 120). A balance sheet of a pany gives an overview of the assets
(the value of the company), the liabilities (thdigdition of the company to creditors) and
the equity (owners on property used in the compa@ne of the most important
intangible assets of a company is their HUMAN CARIT The knowledge of the
workforce is very difficult to measure. Therefoteese assets are not incused on the
balance sheet.

The financial statement may have to be reportedrdoty to the International Financial
Reporting Standard (IFRS) or according to Dutchi ciede 2. IFRS and Civil code 2 are
accounting standards that companies have to applgnwihey are preparing their
financial statement. The Dutch financial reportstgndard (RJ) is a guideline that can be
used to apply the civil code 2 on the financiatesteent. The position of one company
can be compared to one another when IFRS or RJpiged. Public listed companies or
companies that are a subsidiary company of a plisted company have to apply the
IFRS regulations.Not-publicly listed companies usually report actogdto the RJ
accounting standards within the Netherlands, beatfege to use the IFRS regulations.
MSE companies could choose to report accordinghéIERS regulations because of
imago reasons (it can be important for the comparkeep up with peer companies and
other publicly listed companies) or transparen@soms (to make it easier to measure
and compare their financial statements with suasydtompanies) (Zbc, 2008).

All these aspects have an impact on HR practices their effect on company

performance.We do not know how many SME metal companies arelipuisted
companies. However, one third of the sales of tlhk S$netal industry was exported in
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2008 (Onderneming, 2009). Therefore, it can berésteng for these companies to use
the IFRS regulation when drawing up their finansialtement.

2.5 Recapitulation

HRM is the relationship between the company and emplayeesich the management
of the company guides employees towards the gdatBeoindividual, company and
society while simultaneously creating a competiidgantage Within the field of HRM
there are different approaches. First, differerseaechers draw a distinction between
individual HR practices and bundles of HR practicBisere are researchers that belief
that HR practices do not affect the performanceroployees individually but indicate
that HR practices are interrelated and affect gréopmance of companies when they are
bundled. Second, other approaches to the conce Rl HR practices are best-
practices and best-fit approaches. The best-peactpproach state that the company
which implements the ‘best’ HR practices will besessful. This approach assumes that
all successful companies have implemented the $#npractices. The best-fit approach
on the other hand indicates that affect of HR [rast are depending on the
organisational context and therefore differ betweampanies.

Within the field of HRM there are two important fiilmment HRM models: The Harvard
approach and the Michigan Approach. The Harvardaggh is more focused on high
commitment of employees within the company. ThehWjan approach is more focused
on high performance. Both models denote, that enmental factors affect (or should
affect) the HRM policies within companies. The eaamental factors/situational factors
that have an impact on (or should have an impaktlme company HRM policies are:
policies implement by the government, CAO agrees)datv and regulations, workforce
characteristics and the characteristics of SME @omgs. One of these characteristics is
that the workforce is ageing. The 31% of the emgésyare older than 50 years (in 2008)
and only 12% is younger than 30 years. Becauskeofgieing population the number of
older employees within company will increase everran Besides that the jobs in the
metal industry are more age sensitive which indgdhat employees on the long run will
have a hard time performing their tasks. Theseaspg®ve to taken into account when
SME companies implement HR practices or when HRtmes are advised to implement
in these companies.

The models developed by Beer et al. (1984) and Famblichy and Devanna (1984)
both indicate that HR practices affect company qrarinces. To develop a financial
forecasting model for the SME metal industry wel vdétermine the effect of HR
practices on the financial performance of compd@wssides that in a study of Henkens,
Remery and Schippers (2003) they found that empsogesociates older employees with
high labour costs and a decrease in labour prodiyctiThe labour productivity of
employees can be positively affected by HR prastidde labour productivity is partly
affected by the rate of absenteeism of employedgrarefore will have to take that into
account by determining the financial effects of piactices. A company should not only
focus on the labour productivity of the company @aese the company can still go
bankrupt even when the labour productivity of themmployees is at its maximum. The
labour productivity of a company ignores the cadtproduction (e.g. salary payment to
employees) and liabilities of the company (e.g.giterm and short term loans).
Therefore we will also focus on the financial staémt of companies: specific the income
statement and balance sheet of company in the SMfalnndustry. The financial
statement of a company has to be reported accotditige IFRS or civil code 2 of the
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Netherlands. Public-listed company report accordmghe IFRS regulation and non-
public listed company report mostly by using thetdufinancial reporting standards
(RJ). The RJ is a guideline that can be used tdyapp civil code 2 on the financial
statement.

All of this indicates that we have to answer thikofeing research question to develop a
financial model that can help companies to overctraeroblems that will arise because
their workforce is ageing.

Our research question is:

RQ. What is the impact of practices that can be uskwith respect to the ageing
workforce on the financial performance of SME compaies in the metal
industry?

The sub questions that have to be answered toaiindnswer to our central research
guestion are:

Q1. Which practices are available with respech&ageing workforceroblem in the
SME metal industry?
A. Which practices are or will be implemented by glogernment with respe
to the ageing workforce problem?
B. Which practices are already available in thel€é&ive Labour Agreement
with respect to the ageing workforce problem?
C. Whch HR practices can be implemented by the manageofex compan
(and are not yet used on a large seaihin companies) with respect to t
ageing workforce problem?
D. Which obligations have to be obeyed when congsmimplement HR
practices?

v
v

)

But how to we track the answers of these questidmdhe next chapter will give an
answer to this question.
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3. Methodology

In this chapter we describe the methodology to eindanswer to the question: What is
the impact of HR practices that can be used toestite ageing workforce problem, on
the financial performance of companies in the metdiistry?First we will describe the
methodology used to determine which HR practictestfhe ageing workforce problems
positively. Second, we will describe the methodologdetermine the effect of these HR
practices on the financial statement. These reswits be the input needed for our
financial forecasting model. We describe our resbamethod, the samples and
procedures to determine these relationships of eongs in the MKB metal industry.

3.1 Desk research

Which HR practices are we going to analyse and ahathe effects of HR practices on
the financial statement? This research questionahdsscriptive purpose, because we
want to describe the effects we found in literatdreis research question as denoted in
chapter 2 will be answered by using desk resedddsk research is a method that
researchers use to find out of literature is atéglan a particular topic. The researcher
analyses information that is already available tad can be used in their research. This
method is used in our research to get an ovemikation of the HR practices that can be
applicable to the SME metal industry. Furthermanechapter 2 we indicated that the
government and unions have an impact on the HRipeaahat could be implemented in
companies. These practices (e.g. salary paymefertathe financial statement of
companies. The content of these practices areapparirescribed by law and collective
labour agreements. Therefore we will take thesésfato account by describing the
affect of HR practices on the financial statem®é use desk research because most of
the information needed to determine the HR prastit@t can have an impact on the
financial statement are described in documents.tif@romethod that can be used for
example, in-depth interview where the opinion operts can be gathered. This kind of
research is time consuming. Desk research, onttiex band, is less time consuming. In
addition, most of the information needed to deteasmwhich HR practices can positively
influence the ageing workforce. This informatiom dse found in literature. Therefore we
choose to use desk research to determine thesepsac

3.1.1 Procedures

We will first describe which HR practices can reelggcoblems that result because of the
ageing workforce. These practices are determinedabglyzing literature and by
investigating which HR practices are implementedampanies. Second, we determined
which of these practices can be implemented withexmetal industry by analysing the
workforce characteristics and the literature forESMhis will give a list of HR practices
that are applicable for companies in the SME mieidlistry. These outcomes are used
within the case studies. Furthermore, the effedtsHBR practices on the financial
statement are determined by the government andnsinibhese facts are partially
recorded in laws and regulations and partially greaments between employers’
organizations and employees unions. Therefore Wweuse desk research to describe
these effects.

3.2 Case studies

Several researchers, as described in Chapteretd, tidetermine the effects of different
HR practices on labour productivity and rate ofeaiteeism. Some of those researchers
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found a causal relationship but did not determhne gize of the effects in quantitative
figures. Sels et al. (2006) used a method wheng die¢éermined the effect of more HR
practices on productivity and financial performangels et al. (2006) collected their data
from a survey and used a data bank with financitdrmation of the companies. The
information needed for our research is: which HRacpces are implemented in
companies and what are the effects of these HRipeacon the labour productivity of
employees? The methodology that can be used tohgekind of information from a
large group is a survey (web-survey). The infororattollected from a large group can
help to generalize the results of this researclth& entire population. To generate a
forecasting model it is important to find resultsatt can be generalized, because we
should be able to apply this model to different pames within the SME metal industry.
During this research we found out that we werealié to approach a large number of
companies, because the development of a web-swasyelayed. Therefore we choose
to approach a sub-group as a pilot to get a fingression of the (expectedlationship
between the HR practices and financial performafi@gecompany. The participants were
first approached to participate in a surte$econd, the sub-group was approached to
conduct a case study. A case study is methodriliahes gathering in-depth information
about for example a person, social setting or gi@gselie, 2002)We use case studies
to investigate the effects of HR practices in comgs We can determine by using case
studieswhich HR practices are implemented within the compavityy the company has
implemented certain practices awtiat the effects of HR practices are on the financial
performance of companies. This will give insight time relationship between HR
practices and the financial performances of congsario determine the effects of HR
practices on the financial performance we will asdescriptive approach, but also an
explanatory approach. Because in some cases wganllrther than only explaining that
there is a relationship between the two variablgsa® will also investigate why there is
a relationship. A case study is a method which mawvide in-depth information about
the relationships between different variables. €fm@e we chose this method to find an
answer to our research question.

Labour productivity - The labour productivity of a company can be define
different ways. According to Guthrie (2001) labquoductivity can bedefined a:
total output divided by labour inputs. It deterngrn® which extent firm’'s humar
capital is efficiently creating output. When a camp can realize a higher labour
productivity as before it indicates that the compasalize a high outpuiising the
same number of employees (Sels et2006). The added value will give an indicat
of the efficiency of the workforce of a companye define labour productivity ¢
follows:

Labour productivity is defined as the Gross Mar@sales —costs price of sale:
divided by the number of FTE's.

This definition is chosen to calculate the addetueraof employees in the me
industry. The cost price of sales of a companyreatrbe assigned to the added ve
that employees create. Therefore we made the chwiaee the grss margin instee
of the sales of a company.

° The sample and measures that are used for theysare shown in appendix 1. These results are not
shown in this thesis because we could not makeaasymptions based on the figures of 12 companies.
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Rate of absenteeisi — The rate of absenteeism is defined as:

We will calculate the rate of absenteeism by theowarh absent days (includir
weekends) divided by the amount of employees (E'slFimultiplied by amount o
calendar days in the observation period. There exeeptions: employees who are
maternity leave and employees, who are workinghenapeutically bases without a
wage value, do not have to be included in this gatiage. The employeesat are
partially absent should be included in this pereg@(Deursen, 2004).

We choice this definition because most companigster the first absent day and
recovery day of the employees. These dates areaksted for the re-integration pglic
employers have to apply for. This is will be expkd in more detail in chapter 4.

3.2.1 Participants

We approached 12 of the companies that collaboratethe survey, and four of them
were prepared to collaborate in a case studywo of these companies are operating in
the light engineering industry and two of these pames are operating in the large-scale
metalworking and electrical industry. The light aregring industry is divided in sub-
groups therefore we made to choose to approach amegin one of these sub-groups.
We choose the metalworking firms subgroup. The congs that were approached have
50 - 250 employees. The companies were no costuohdvkercer. The companies that
are a customer of Mercer were not approached, becMercer has a policy that
prohibits approaching customers of Mercer to pigdie in a survey, more than once a
year.

To determine the effects of the HR practices onlabeur productivity we spoke with
three different employees within each company: e manager, a supervisor and a
work council member. With these outcomes we deteemvhat the effects are of the
different HR practices are on the labour produttiand the rate of absenteeism of
(older) employees. The interviews were conductdtl Wie HR manager of the company
because he/she determines the HR policy withincttrapany. The HR manager will
implement HR practices for a reason. The supena$dhe company is the executer of
the HR practices and has immediate contact withethployees. The supervisor works
closely with the employees therefore the superwgbrbe able to see how HR practices
influence the behaviour and attitude of the empdgsyerhe work council members
represent all employees in the company. Companités awvorkforce of more than 50
employees are legally obligated to establish a veokncil. The employee’s council has
to agree on the working conditions (ARBO) policytim the company. When the
employee’s council does not agree with the ARBQOcgdhe employer have to develop a
new ARBO policy (CNV, 2008). The effects of the HiRactices will be influenced by
the perception of employees regarding the HR prestiBecause of this it is important to
check their vision regarding the HR practices. €ablshows the participants that we
interviewed during the case studies. The namedh@®fcompanies are not mentioned
because at the start of this research we proneisefidentiality to the participants.

1% We decided to use case studies because the loweatuaf respondents of the survey affected the
statistical conclusion validity of this researcliddherefore the validity of this research.
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Sector Companies n=# Interviews n=9
The large-scale metalworking Company X HR manager
and electrical industry Supervisor / Work council membgr
Company Y HR manager
Supervisor / Work council membegr
The light engineering industry Company Z HR manager
Supervisor
Company D HR manager
Supervisor
Work council member

Table 2: Case studies (1)

3.2.2 Procedure

To collect data for our research we conducted fadece interviews. We used an open
interview because we will have the opportunity tolge or ask follow up questiond/e
developed an interview questionnatréor each company with the information received
form the survey. In the survey we asked which HRcfices were implemented within
the companies. This information was used duringitiierviews. The questions were
focused on why the companies implemented certain gi&ttices. To prepare the
interviewees for their interview they received imfation about the contexts of the
interview and the subject that we were going teuks. We used a recorder to accurately
record the interview (with permission of the intemwees).

During each interviews we dressed in a fashionlamio that of the people that are
interviewed. To make the interviewees comfortable interviewer uses a relaxed and
friendly attitude. As a result the interviewees sveomfortable and the interviews were
completed successful. Within each company the vigeer had the opportunity to

receive a conducted tour of the factory.

3.2.3 Data analyses

In this study we focus on three different key figgirthe HR manager, supervisor and a
member of the work council. Biemans (1999) foundis study that the perception of
these three groups differs significant regarding performance of the HR department.
(in Boselie, 2002: pp. 94). This difference canexplained by the ‘multiple realities
principle’. The multiple realities principle tellsis that each person has different
perspectives on phenomena, based their own soa@dgbound and their position in
society (and relevant for this study: position e tcompany). The background and
position of the interviewees and their positive arejative experiences with the HR
department (or HR practices) can have an impacdhein perception of HRM. This can
influence their opinion they have regarding theeetfffof the HR practices within their
companies (Vennix, 2003). Therefore we have to thkse aspects into account when
we analyze the outcomes. To minimize the effectnatftiple realities we compare the
outcomes of the different interviews within one g@ny. When the outcomes of the
interviews show different outcomes, this affects téliability and internal validity of this
research in a negative way. When the outcomeseinterviews are similar this will
affect the internal validity of this research pngly. This way we can examine if the

1 The interview questionnaire is shown in appendix 2.
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relationship between HR practices and performasagaused by the implementation of
practices or is caused by other intermediated bkesa Furthermore, the recorded
interviews are written down and send to all themiewees to check on factual errors.
Information that was not relevant for this reseaiclexcluded. After the interviewees
received the interview report they were approachedorovide feedback and more
information if needed. To compare the outcomedefihterviews between the different
companies we will use a data-matrix. This data-ixaltis describe the effects of the HR
practices within each company.

We only examined four companies within two differenb-sectors in the metal industry.
This low number will affect the external validityné therefore we can not states that
these results will hold for other companies witthie metal industry. We can not assume
that the outcomes of this research will hold far thtal metal industry and therefore can
not be generalized. This research will give andation of HR practices that can be
implemented in the metal industry and will giveidesinformation on the effects of HR
practices and the perception of different key fegum the companies. The outcomes are
described in chapter 5.
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4. Policies and practices

To increase the workforce participation in the Netlaads, the government, unions,
employer organisations and the companies havadgdr employees to stay employed at
a higher age. On macro-, meso- and microeconomwel I€HR) practices can be
implemented and have been implemented to incréase/drkforce participation. In this
chapter we will answer research question 1: “Whprhactices are available with respect
to the ageing workforce problems?” We describe dtierent policies and practices at
macro- and mesoeconomic level and the HR practineasicroeconomic level.

4.1 Macroeconomic level

On macroeconomic level the government has impleedeptractices to solve ageing
workforce problems. The decreasing amount of wgrlemployees and the increasing
amount of people that reach theif'8ear will have an enormous impact of the financial
situation of the government. Because people tizathréheir 65 year receive a retirement
benefit which is financed by the employees that woeking on that moment. If the
premiums the working employees pay do not coverdbsts of the total retirement
benefits the government has to make the paymérnis.decrease this impact the
government has implement policies to increase Himour participation within the
Netherlands (Visser, 2005).

The government introduced two new policies the et Income According to Labour
Capacity Act (Werk en Inkomen naar Arbeidsvermog&itd) and theearly retirement
policy, flexible pre-pension scheme arlife-span leave' arrangement (wet Vut,
Prepensioen en Levensloop, VPL) to increase thekfamae participation in the
Netherlands. These two policies are describeddtise4.1.1 and 4.1.2

4.1.1 WIA

In 1967, the introduction of the old Occupationasdbility Insurance Act (Wet op de

Arbeidsongeschiktheidsverzekering, WAOQO) attractedrandisabled employees than
expected. The WAO gives employees the right toiveca part of their last earned salary
when they become disabled. This instrument is implged by the government to
compensate employees for the loss of earning dgpasi a result of disability. The

employees that became disabled and could not peroeir job received 80% of their

last earned salary. In 1985, the government dectdetring this benefit back to a

maximum of 70% of last earned salary, because rieuat of disabled employees was
rising. In 1990 the Netherlands counted 900.00@kdéx] employees. This amount was
too high and therefore the government made the @ra responsible by obligating

them to pay the first year 70% of the last earnadrg to the disabled employees. In
1998 PEMBA was introduced to increase the respditgibf the employers even more.

The government imposed on the employers a premamthie disability insurance of

their employees. This premium consists of two partbasic premium and a differential
premium. But still the disability rate was very hjgherefore the government introduced
a new policy.

The government implemented a different measure drahgedthe absenteeism and
disability policies (which were nation wide arranged) on 1 January 6200he

absenteeism and disability policy are implementecensure that employees who are
disabled will receive a regular income. The old WAGrused on the employees’
disability whereas the WIA focuses on the employabsity to work (and as a result: the
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amount of money he or she is able to make).

The old WAO act made it for employees possible wigve not able to earn more than
15% of his/her last earned wage to be classifie€ulhg disabled. Because of this the
employee had the right to make use of WAO benefits therefore he/she had the right
to receive 80% of his/her last earned wage. When WIA was introduced the
absenteeism and disability policies fundamentailgnged in the Netherlands. The aim of
this new policy is to minimize long absenteeism esfiployees and decrease the
probability that employees will make use of the WHénefits. Therefore the government
changed the policies. The government decided timiayees will receive a disability
benefit when they are more than 35% disabled aaidetmployees can receive up to 70%
of their last earned wage. Furthermore, the govemtrimtroduced a re-integration policy
that obliges employers to take an active role ia tk-integration of their absent
employees (the law of Poortwachter). This law ddigfor example, employers and
employees to develop a plan to get the employek toawork. Employers are now much
stricter involved with the absenteeism of their @&gpes. But that was not all?
Employers have to continue to pay the wages of #raployees when they are absent for
two years. The old regulation used a period of yeer. Now, the employer has to pay
170 % of the salary of an employee over two yediss new policy made it for
employers interesting to reintegrate their empleytbat are absent faster (SZW, 2008).
Therefore employers have to implemented measures.

The two reasons why employees become absent amtuallg will receive a disability
benefit are denoted by the ministry of SZW. The t@asons mentioned by the ministry
of SZW are that employees have psychological iaeterfce or absenteeism because of
back, neck or shoulder pain. In 2000 in average ¢ of thousand employees become
disabled because of back, neck or shoulder paie. iltlustries with jobs that have a
higher workload have the largest amount of emplsy#eat become absent (SZW,
2009c). One of these industries is also the methlstry.

Filiz Oztiirk | University of Twente 2009 33



The ageing workforce: Practices and their effecthenfinancial performance of companies in metdustry.

To decrease the rate of absenteeism and disabibfieemployees a new policy
introduced in Finlandthe Work Ability Index (WAIhe problems resulting frore
ageing workforce and the tight labour market shogeelining trend in FinlandThe
positive developmerns caused by the increase of senior employmehtritand from
1998 until 2004 and the changes on national pdéegl (Punakallio, 2007). Finlar
uses rehabilitation policies in compas which focus on practices that develop v
shift schedules and flexible working possibilitiesd use practices to identify a
support the work ability of employeeBhe work ability of employees is measurec
means of theWork Ability Index (WAI)(Punakallio, 2007). It is a survey tt
employers use to get an impression of the worktglaf individual employees in tr
future. The WAI measures thghysical and mental work ability of employees.
outcomes of the survey can give an impression ef ghactices that have to

implemented to prevent absenteeism and disabifittheir employees. Compani
collaborate internally and externally with occupaal health services (tl
occupational health Care Act 1383/2001) to deteemireboundary conditions th
are needed to keep employees perform health. Theb@ig of employees increas
as a result of WAburvey and practices that were implemented bas¢kdeooutcome
of the survey in Finland. This effected the johsfattion ofemployees positively ar
the absenteeism due to sickness decreased or steeyedme (Punakallio, 2007). T
WAL is introduced on national level in Finland. Thbatch government also started
implementation of the WAI in the Netherlands. Ti®\5of theNetherlands asked tl
institution of “Blik op de Weg”, to start with thienplementation of the WAI withi
companies, branches and industries in the Nethas1@NV, 2008). This policy ce
decrease the absenteeism and disability problems ewore within théNetherlands
As a result it can have a positive effect on thbola participation with th
Netherlands.

4.1.2 VPL

In 2006 the government introducedrly retirement policy, flexible retirement pgliand
the 'life-span leave' arrangemefutet VPL to increase the labour participation within the
Netherlands. The focus of this policy is to motevatder as well as young employees to
stay employed. When the new VPL regulation wasodiced (Belastingsdienst, 2008),
the retirement policy changed in the Netherlandge @overnment did not stimulate the
use ofthe VUT regulation and therefore made it less attractiveretire before the
retirement age of 65. The new flexible retiremewliqy and the 'life-span leave'
arrangement were introduced to stimulate employeegork until the retirement age of
65. The government introduced a compensation péticyhe employees that were born
before 1950 (who were almost 65 years). Employleaswere born before 1950 have to
work at least 10 years in the same industry. Besidat employees have to be at least 60
years old to enter the early retirement system ¢linka Henkens, 1998).

The new flexible retirement policy and the 'lifeaspleave’ arrangement were introduced
for employees that are born after 31 December 1948 .flexible retirement policy is
developed to motivate employees to stay employed latter age. Flexible retirement
entails that employees can choose — within certangins — when their retirement will
start (Watsonwyatt, 2008), butithout the entitlement to the financial (fiscal) benefits
that were introduced with the VUT. Therefore ilass attractive for employees to retire
before the age of 65. To compensate for this chémggovernment introduced 'life-span
leave' arrangement. ‘Life-span’ arrangement is le&cypohat enables employees to save a
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part of their wage in order to finance a subseqpentod of unpaid leave from work.
This leave arrangement gives employees the pasgilid balance their work and
family/care responsibilities. Employees can forrapée take a leave to take care of their
children or parents, go to school, use it for abs#ibal or retire earlier. There is a
maximum to the amount of salary that can be chariged period of unpaid leave
(Centraal Beheer Achmea, 2008). Employees caneaske year maximum 12 % of their
wage and can save maximum a total of 210% of tiress wage. The aim of this policy
is to give employees the possibility to recover &edable to perform their jobs longer.
Within the metal industry employees have the saassipilities.

4.2 Mesoeconomic level

CAOs and industrial laws have an impact on HR frastthat companies are able to
implement and affect the employee-related costs. jdrt of the HRM framework is set
dawn in the CAO and can be specified by the emplaythin the company. These HR

practices are for example monetary rewards, trgjnifiexible retirement, leave

arrangements and ‘life-span’ leave and absenteeisoh disability policies. These

arrangements are settled between the employer isgg@mms and the unions. Each of
these actors has different interests. The employganisation aims to promote the
interests of the employers whereas the unions pi®ithe interest of the employees. The
main goals of the unions and employer organisataseso increase labour participation
and labour productivity. The arrangements betwden émployer organisations and
unions are laid down in the CAO arrangements (AW\2908). These policies are

agreements between the employers organizationsti@dunions these policies are
described below (these are recorded for 2008).

4.2.1 Monetary rewards

One of the most important practices that are agdrgetween the unions and employer
organisation are the rewards systems. In 2008 gmetowere better able to get what
they wanted from employers because the labour rmarke tighter and companies had a
hard time finding new (well educated) employeeds Tevelopment also influenced the
wages and provided opportunities for unions dul@®O negotiations. In the second
quarter of 2008 the salaries increased on averatje3™ % in the Netherlands. This
percentage was higher than in 2007 (FD, 2008). Gmimes had problems filling up
vacancies (CNV, 2007) and because of this hadfew obmpetitive wages to attract new
employees and retain their present employees. énGAO of the light engineering
industry this change is visible. The salaries ie light engineering industry increased
with 3.5% on 1 April 2008 and will increase on 1bReary 2009 again with 3% (CAO,
2008). Furthermore, the employees received a sibgieis of € 200 in April and
December of 2008. In the large-scale metalworking alectrical industry the salaries
increased with 3.5% in 2008 and will increase \8ith% in 2009 and 0.75% on 1 January
2010. The metal industry is trying to improve themwage and therefore introduced
attractive policies to stimulate employees to wiarkheir industry (CNV, 2007). Offering
employees market conform rewartisan realize this.

4.2.2 Training
Training employees is another HR practice that iogprove the image of an industry.

2 The employees are awarded that were employednatitiel company from 1 November 2007 until April 2008
3 The financial crisis can have a temporally effatthe increase in the wage systems within the
Netherlands.
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Employees that were 45 years old or older in 200@82wvere given the right to use one
training day each year that was compensated bgrtioyers (CAO, 2005). The unions
and employer organisations have adjusted HR pexctio improve the image of the
industry. The unions proposed to increase theibgidays to a maximum of 5 days for
each employee, but eventually the number of trgirdays that was agreed upon and
recorded in the CAO was only dfielay in the light engineering industry. The uniansl
employer organisations of the metal industry caméhé arrangement to implement an
accreditation of prior learning (Erkennen van Vernvem Competenties, EVC) test. EVC
IS a process of recognizing the competence thavithéhl employees can gain trough
formal, informal or non-formal learning in differesettings (Kenniscentrumecv, 2009).
Employees that are working 5 year by the same epaplcan undergo an EVC-test once
in the 5 years. An EVC-test measures the skillshef employees and gives them a
certificate for the skills that were not recognizexfore. The employer organisations and
unions introduced this policy to increase the erygihility of low educated employees. In
addition, the OOM foundation (for the light enginag industry) and the labour market
and education foundation (Stichting arbeidsmarkogleiding, A+O foundation) (for the
large-scale metalworking and electrical industrifgroemployers subsidies to train their
employees. These practices will affect the labautigipation of employees in the metal
industry.

4.2.3 Additional leave days

Employers can offer employees to buy and/or sellitemhal leave days. In this way,
employees can choose between time off and a megnetaard. But there is a maximum
of days that employees can exchange, which is dedoin the CAO arrangement (CAO,
2008). The unions and employer organisation intceduthe additional leave days to
spare older employees within the companies. Offeadditional leave days to older
employees can may ensure that they are bettert@lbezover from their work. Besides
that they will stay employable in the company foloager period. Employees that are
older than 50 year sold receive additional leavgsdd@hese additional leave days are
recorded within the CAO agreements (art. 20 CAMOBesides that, older employees
who are older than 55 years are not obliged to workhifts (art. 51 CAO, 2008). Those
two policies spare the older employees within tlengany and can increase the
employability of these employees.

4.2.4 Other measures

The laws and regulations that are established amareconomic level are included in the
CAO arrangements. WIA and VPL are under the samelittons recorded in the CAO.
To promote the re-integration of employees wittie bwn company, the M&T board
(metal & technique board), can give the employéudget of € 2000,-. The aim of the
M&T board is to decrease the number of employeas ¢nter the WIA arrangements
(Vakraad, 2008). The unions and employer orgamisatrecorded these practices in the
CAO to encourage companies and employees to ireriwes labour participation and
labour productivity.

4.3 Microeconomic level

“Young for old must make place for young beside” @ids, 2000: p. 3). At
microeconomic level there are two important actstso have different wishes and

* The reason why the unions and employer organisatigreed that the companies have to offer one
training day is not known.
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demands; the employees and the employers. The gegsoand employers have to
collaborate to create a company where both yanuplder employees can find their fit.
The employees have to show initiative, perform \aelll develop their skills to be able to
perform different tasks. On the other hand, employave to provide a stimulating work
environment and have to offer facilities that cafluence the performance of (older)
employees in a positive way (Vis, 2000).

According to Boxall and Purcell (2003)The employees are motivated to enter an
employment relationship when; the benefits of dosog (such as wages, intrinsic

enjoyment, social standing) outweigh the costshsag increased stress and trialling

costs). These benefits do so in the light of adtewves to that employment (such as
alternative job offers or staying at homepp. 146).

Employers should therefore create a sufficient llegE interdependence between
themselves and the employees. Without a suffimenber of employees companies will
not be able to accomplish the productivity thatytdesire and make a profit. Therefore
employee retention and employee turnover are irapbtbpics companies should focus
on. In this section we describe HR practices th#itmake it possible for a company to
attract and retain more (older) employees. Theowalig HR practices are described:
recruitment and selection, training, job designliges to fight absenteeism and
management.

4.3.1 Recruitment and selection

Henkens, Remery and Schippers (2003), found tha¢ th@n half of the employers that
participated in their study had problems with r&ang and selecting employees. The
manufacturing and construction industry stated ithats difficult to find new personnel,
but had fewer problems with retaining these empmsyeRecruitment and selection
policies can simplify the search for new employees.

The recruitment policy of a company described treysvin which the company tries
attract candidates. Companies that use a pro-actielitment policy are those who
carefully plan their recruitment activitieshey use all types of recruitment instruments
and aim to find the best candidate, whatever theditions of the labour market are
(Boxall & Purcell, 2003). These companies will d#eato attract more candidates than
their competitors. It is difficult for small compi@s to use several types of recruitment
instrumentshecause this will increase the costs. Therefoi ihportant to have a well
considered recruitment plan within the companys tban result in lower costs and
increase the quality of the response (Gils, vansHean Zandvoort, 1999). Investing in
hiring practices also affects the labour produttidiecause companies hire employees
that will better fit in the company. Employer caivest in recruitment practices by using
more sources to recruit employees and by increabm@mount of information gathered
about each applicant. Therefore companies shouke ittee right choice when they select
employees. Selection is about choosing the rightlicate among candidates. It entails
making a fair and relevant assessment of the dtrter@gnd weaknesses of candidates
(Boxall & Purcell, 2003). When selecting new cardés carefully the turnover rate can
decrease because of a better fit between employdeemployer. As a result it is
important to evaluate the recruitment and selecporcedures of the company on a
regular basis to make adjustments (Koch & McGra@96).

Age limitations in recruitment and selection pakican cause problems because
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companies are than focused on recruiting and sefpgoung employees and are not
interested in older candidates. Such conservatisth cause problems because the
average age of the workforce is rising (Boxall &réall, 2003). Because of age
discrimination or unfair assumptions and stereatypéder employees have problems to
find a job. To improve the work participation ofdetr employees and their equal
treatment within companies the European councilieective introduced general
guidelined® to increase the diversity in the workforce. In Netherlands the law of equal
treatment based on age (Wet gelijke behandelingropd van leeftijd bij de arbeid,
WGBL) was introduced on December™2003. This law states that companies are not
allowed to discriminate employees based on thegrvalgen contracting new employees
or when ending the employment relationship. Thedlive states that this does not mean
that companies should, e.g., recruit or train eygds who are not competent and
capable to perform in a certain function (O’Cinregi@005). But companies should not
reject young or old (new) employees because of Hge. This indicates that companies
should attract young but also older employeesltanfithe gaps in their workforce and
therefore adjust their selection and recruitingesys

4.3.2 Training employees

Older employees have to be able to receive traiturrgtain their knowledge and skills in
the same way as younger employees. Dorhout, Maasseden Brink and Groot (2002)
state in their study that the chance that employekseceive training is declining when
their age is increasing. According to the studyliokerson and Mattox (2005) training
employees has a positive impact on retention Yatmt employees stay within the
company. Training employees could influence the roiiment of employees to the
company and therefore companies should see tragsngn investment that increases
labour productivity (Sieben, 2007). A research ef @root (1994) found that labour
productivity of employees can increase on averaitje 16% when employees are trained
(Dorhout, Maassen van den Brink and Groot, 2002).

Training employees is very important. But what kofdraining should employees offer?
Companies can provide training to their employed$ wifferent characteristics. For
example companies can provide training designeaictpuire: general skills or specific
skills. Or company can provide training designedramn employees: formal or informal
or even on-the-job or off-the-job.

Company specific traininge.g., is training employees on an organisatiagpcific
manufacturing machiné&eneral training e.g., may consist of general computer training
or management training of employees. The differebetveen formal and informal
training is thaformal trainingis given by an instructor and an informal trainiaggiven

by a co-worker/ line manage©n-the-job trainingis training of employees on the
workplace.Off-the-job trainingis the training of employees away from their wadake.

According to Becker (1962) companies that givertleenployees specific skills training
will have a lower turnover rate than companies fhiavide employees with general skills

15All European countries had to implement the equesdtment law in their regulations before 2 December
2003, but companies could get permission to wagtettyears before implementing the guidelines reggrd
age discrimination.

18 Companies can obligate employees to stay withirctimepany for a certain time or obligate the empésy® pay the
training costs back to the company when they dettideave the company (before a certain time). This affect the
retention rate within these companies.

Filiz Oztiirk | University of Twente 2009 38



The ageing workforce: Practices and their effectranfinancial performance of companies in metdustry.

training. Employees that receive a specific skilining can not use these skills within
another company, and therefore the chance that greployees will leave the company
can decrease. General skills training on the otmard can be used within other
companies and therefore these skills can incréesproductivity within other companies
as well. Employees are willing to invest in genedraining because it improves their
position on the labour market and assures that @papt can earn more by other
company. This increases the risk that employeeksledle to company. This all mean
that there is a chance that companies will not gzeir investment back. Therefore most
of companies are less willing to pay for generalning compared to specific skilled

training (Becker, 1962). The same can be said afhmdtion related training and non-
function related training. Employers are less wglito invest in non-function related
training because the investment can not be sedmeimaily functioning of employees.

Nowadays mostly employees and employees each ppgrtaof the training costs

(Dorhout, Maassen van den Brink and Groot, 2002).

Training employees can motivate employees to iserdabour productivity and will
enhance the skills of employees what can resustninmprovement of performance on
their job. This means that the employer has tordteilities to make it possible for
employees to train and to develop themselves. h@ayees on the other hand, must be
willing to train themselves to increase their enyglaility (Lokhorst, 2003). According to
Backerra, Cremers & Kasper (2008) training is ngagsfor maintaining and extending
human capital as well. If older employees will meteive any training this will affect
their human capital and this will affect their laioproductivity negatively. In
conclusion: older and younger employees have tod@ed within a company.

4.3.3 Job design

Job design of a company includes all the goalstaskks that have to be accomplished by
employees. Employers can decide to change thegselgml of employees to increase the
labour productivity of the employees and/or the kwaotivation. Companies can decide
to implement job rotation, job simplification, jobnrichment or job enlargement.
Companies in Greece use cyclical work/job rotapaticies. Job rotation indicate that
employees move from one job to the other with ad gogive these employees a greater
variety of tasks and alleviate boredowldith the introduction of this practice one part of
the body of an employee does not have to carryefitige workload. This practice can
have a positive effect on older employees becauwsg will no longer to be excluded
from participating in the production process anerdffiore stay longét employable
(Mestheneos & Kapolou-Loannidi, 2005). This praetis also introduced within the
Netherlands.

In Job enlargement the current function is expaitd anumber of different tasks on the
same level. Job enrichment is slightly differerdnfr job enlargement. Job enrichment
entails that the function is enriched by assignitger tasks or task components of
another (higher) level to the function, e.g., bgreasing the responsibility of the
employee (Orpen, 1979YWhen these practices are implemented within conggsathie

motivation of the employees can increase. Employdes work on the same tasks for a
long period can have a decreased motivation. @ffeemployees the possibility to take
on new challenges by means of job enlargementlejwichment their motivation may
increase (AWVN, 2000;O0rpen, 1979) and thereforeir tih@bour productivity may

" Delta industries in Greece promote this policy $ieneos & Kapolou-Loannidi, 2005).
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increase. Besides the opportunity to raise the woabacity by enlargement or
enrichment of the function, the company can givelegees the opportunity to lower the
workload of the employee by offering them demotion or a job simplification
Demotiort® is a tool that can positively influence the emploiity of older employees
within the company. It may be introduced to spadeioemployees that perform less
because of health reasons. According to a resetch by Josten and Schalk (2005),
demotion is mostly offered to employees that hawalth problems. But they found that
demotion did not solve the problems of these engaey They give several reasons for
this finding:
« A decrease of respect from other employees madex lfunction less attractive
and
« There was less communication with management duhagchange of function
and therefore employees did not understand why lemwas offered.

This problem can be solved by improving the comrmation between the employee and
management, listening to the wishes and demandtheofolder employee and by
communicating with the other group members. Whenrttanagement of the company
complies with these factors it can increase theleyapility of older employees.

4.3.4 Policies that fight absenteeism

Companies have to offer their employees a certagquality’ of working
conditions/environment. First, the companies in Ketherlands are legally obliged to
offer employees good working conditions and worluiso These policies affect the
absenteeism of employees within the company. ARB® dtates that employersust
pursue a policy with the basic rules to offer ergpks a safe and healthy working
environment. This means that companies have tor afeployees, e.g., protective
clothing. Tools, machines and buildings have tanbgood working conditions to ensure
the safety of employees. Companies have to obegatety rules on noise, toxic gas and
smoke. Employees are obliged to use the tools @stduments that the employers offer
them to grant their safety. In addition employeesabliged not to endanger themselves
or others when they perform their tasks (CAO, 20@)mpanies with more than 50
employees are obliged to have a work council. Tleekwecouncil has to agree on the
ARBO policy within the company (CNV, 2008). Espélgian the metal industry it is
important the employees have good working conditibecause their jobs have a higher
workload

When the workload and the ability (physical and taBnof the employees are out of
balance employees can lose their motivation ancheare health complaints. Employees
can become disabled to perform their tasks whiah ltave a negative effect on the
company. The disability of employees can be causgdthe workload, the work
conditions, an unhealthy lifestyle or changes ie ftporivate life of the employee
(Lokhorst, 2003). Therefore the work council hasagwee on and helps decide how the
working conditions are arranged within the compakylecrease of workload can have a
positive effect on the health and motivation of égpes. This can result in a decrease of
the absenteeism rate, which will decrease the labusts (Imhoff & Henkens, 1998).

'8 Demotion regulations are arranged in the CAO ageses.
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Instruments that can be implemented to improvewbiking condition within company
will prevent absenteeism and disability of emplsye@&/hen employees get older there
will be a reduction in joint mobility and a decreasm muscular strength. With the
introduction of ergonomic policies the chance tkaiployees will become sick will
decrease. Therefore the chance that employeesmram®loyable will increase. Roper
and Yeh (2007) state that companies should intediunstruments that decrease the
level of physical strength employees need wheropmiihg their jobs. These instruments
can spare employees that have problems with heaights. In addition, companies can
improve the health of their employees by offering ppomoting exercise programs.
Physical training can improve the well-being of #raployees which will improve the
work capacity of employees and will eventually tesa fewer health care costs.
Furthermore, in the USA there are companies whiegé ipformation to employees about
the effects of bad habits (e.g. smoking, eatingeafthy food)on their health and well-
being. The aim of these policies is to reduce thsts of sickness absence within
companies (Vis, 2000). These programmes may als® agositive impact on the rate of
absenteeism within the Dutch companies.

4.3.5 Management

According to Punakallio (2007) commitment and mation at all levels within the
company is important to realise success. Managertha executers of the HRM policy
within the company. So, they have to adopt a mamage style that fits both younger
and older employees (Vis, 2000). Therefonanagement behavious important. The
management staff of a company has immediate cowititthe employees and therefore
most of the communication between the employeescamipany is mediated by the
manager. The management staff can influence thavimlr of the employees and can
increase the motivation of employees by asking vihatwishes and demands of these
employees are. The involvement of employer with tieeintegration process of
employees can have a positive influence on theopef absenteeism of an employee
(Centraal beheer Achmea & Mercer, 2008).

Managers should approach each individual emplogeg way that fits that person. An
employee who is 50 years old can be functioniny vell, but another employee of the
same age could be burned-out. Therefore it is itapbrfor companies to implement
individual arrangements instead of (or besides)ectiVe arrangements (Vis, 2000).
Because of this, it is important that managemeokdaat the wishes and possibilities of
their employees on an individual basis. The commitirof employees will affect their
labour productivity of the company. Therefore thgs important to increase the
commitment of employees (Boselie, Paauwe and JarZg$1). Instruments that may
contribute to this arrangement and that may stiteudemployees are: a career prospect
plan, performance interviews and a work meeting.

A career prospect plan is an instrument that mag Bmployees to the company. In this
plan the personal development of an employee isrded. It recorded which direction

employees are willing to go (and grow) and it biedsployees to the company for a long
period. Within a career prospect plan employeesemnployers can plan the prospects of
the employees for the coming ten or fifteen yearss is useful to employees that are in

9 We will analyze the effect of management involvemen the rate of absenteeism during our empirical
research.
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the last stage of their working life as well, bezaut may help them to get a better
perception on the last couple of years before thareer ends (personeelsnet, 2008).
Within a flat organisational structure it is diffic for employees to see where
possibilities and opportunities lie to grow and hthey can develop themselves within
the company. Therefore an active policy regardiageer prospect plans can be an
instrument to clarify the possibilities. EspeciallBME companies should therefore
implement career prospect plans for all their eypés. Furthermore, performance
interviews increase the communication between thgpl@yee and the employer
(management staff). The manager and employees sdisthe possibilities of the
employees and their performance on the individuath® job. As a result the manager
gets a better impression of the abilities of empés/and their wishes. The conversation
is aimed to increase the quality of work and teamwwithin the company. The
management of the company will because of thisagetimpression of the working
circumstances (Gils, van Hees, van Zandvoort, 19@9addition, a work meeting is a
conversation in which management tries to stimutgigployees to be more involved in
the decisions that are made within the companyquaetly planned discussions of
progress will increase the commitment of employteethe company. Eventually the aim
of a work meeting is to improve the functioningtbé entire company (Gils, van Hees,
van Zandvoort, 1999).

4.4 Conclusion

This chapter described which (HR) practices carinlq@emented to solve the ageing
workforce problems which could be introduced in pamy in the SME metal industry.
We found different HR practices implemented oneti#ht economic levels, the macro-,
meso- and microeconomic level. The (HR) practicescdbed in this chapter will have
an effect on the financial performance of companieshe metal industry. We will
implement these practices in our financial modathapter 8. These practices are shown
in figure 6. —

Macroeconomideve|
« WIA

« VPL

Figure 6: Practices

Besides these three different levels of practioesmpany have to obey the law and
regulation regarding employees and working condgidCompany may not discriminate
employees based on age by recruitment, trainingEatgployers have to offer a save a
work environment and good working conditions. Thacgices on mircoeconomic level

are in practices that can be implemented within mames. Therefore we use these
practices in our empirical research to determimegtfiects on the labour productivity and
the rate of absenteeism of employees within the almetindustry.
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5. Labour productivity and rate of absenteeism

In our empirical research we try to find an answethe following question: ‘What is the
impact of the HR practices on labour productivitydarate of absenteeism?’ To answer
this question we conducted interviews with empleyddour different companies in the
SME metal industry. We present these results & ¢hapter. Two of these companies
operate in the large-scale metalworking and eleetriindustry and the other two
companies operate in the light engineering industfiirst, we describe the
characteristics of the four companies. Second, wscrbe what kind of picture
companies have of the ability of older employebgd] we describe which HR practices
have been analysed. In addition, we will describehandividual HR practices in detail.

5.1 The four case studies

The four companies we analyzed were interviewed@tember 2008. Therefore the
information gathered may be slightly changed witliese companies compared to now.
Figure 7 shows for each company which employeeg weerviewed for this study. We
could not interview within each company a work cclumember, because most of these
employees were working in the production process \aare not able to participate on
this study. The characteristics of each companylaseribed below.

The large-scale metalworking and electrical industn
Company X HR manager
Supervisor/Work council membelr

Company Y HR manager
Supervisor/Work council membey

The light engineering industry
Company Z HR manager
Supervisor

Company D HR manager
Supervisor
Work council member

Figure 7: Case studies (2)

Company X is active in the large-scale metalworkeugd electrical industry. The
company builds machines. The organisational stradgsiflat and the company consists
mainly of technically skilled employees, mostly sregrs and welders. There are
working eleven female employees on non-technicaictions within this company.
Company X is going to implement a lean productioe in 2009. We interviewed two
employees in company X: the HR manager and a sigoervihe supervisor is work
council member as well. We therefore also askedjtiestions that were drawn up for the
work council member. The HR manager has been autitren this company for half a
year. She is trying to implement changes in the fi¢éRl. Therefore, most of the HR
practices are not yet implemented within the compahe supervisor has been working
in this company since May 2001. The supervisoraseéd to perform this function as a
supervisor. Company X recently experienced diftiegl filling vacancies. The company
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still has problems to find the right candidatesdertain jobs.

Company Y is active in the large-scale metalworkigd electrical industry. The
company is an iron foundry. The level of educatminthe employees differs. The
production employees have an elementary degredemhaical secondary education (In
Dutch: MTS) degree. The foremen have minimaénior secondary vocational education
(In Dutch: MBO) degree. One female employee is workinghe production department.
Furthermore, the company has employed a lot ofigaremployees (e.g. Turkish and
Moroccan employees) compared to the industry aeerigCompany Y two employees
were interviewed: a HR manager and a supervisa.HR manager is at the same time
the general director of the company. He startedkingrat this company five years ago.
The supervisor is a quality manager and at the sameehe is a work council member.
The supervisor is 25 year employed in this compdmybe able to fulfil this job the
supervisor has obtained a technical higher vocatieducation (In Dutch: HTS) degree.
The HR manager recently applied tbe reduction of work hours arrangemeftered

by the ministry of SZW. The company did not expece difficulties in filling vacancies
because of the tight labour market.

Company Z is active in the light engineering indystnd is a metal working firm. The
company is characterised by a flat organisatiotralctire. Most of the employees are
have a technical secondary education degree. Emgdowithin the company need
technical expertise to perform their jobs, becaGsenpany Z produces high quality
products. Furthermore, no female employees are ingik the production department.
Nine employees are foreigners and seven of themofreolish origin. 98% of the
employees work full-time. It is difficult to workagpt-time in the production department
because all the tasks have to be performance &athe time. Therefore part-time work
and flexible work hours are not possible within doenpany. When one task is not fill up
is will have an impact on the tasks other employees to perform. In Company Z two
employees were interviewed: a HR manager and angape The HR manager has also
the task of controller and started working in tbesnpany in May 2007. The supervisor
started working in 2001 in Company Z. Since Oct@#48 he is a planning engineer and
a work council member as well. To perform the tagglanning engineer, the supervisor
has been trained to obtain a senior secondary ivoehteducatiordegree. Company Z
recently experienced difficulties filling their vaacies. They could not find enough well
educated employees within the Netherlands. Thexe@wmpany Z chose to hire seven
polish employees. There are no vacancies at Compamypecember 2008.

Company D is in the light engineering industry asda metal working firm. The
company is characterised by a flat organisatiotraictire. The education level of the
employees is very diverse. 10% of the employeesf iforeigner origin. One female
employee works in production department. The otbmmployees are all men. The
production employees work on full-time basis. Inn@gany D three employees were
interviewed: the HR manager, a supervisor and & wouncil member. The HR manager
is also a controller within the company. The HR agar started working in this
company mid 2006. The supervisor has been workirtgis company for nineteen years
and did not receive additional training to perfolms job. He supervises a group of
employees who are older than 50 years. The worki@bmember has been working
fourteen years at Company D. Company D recentlyeea&pced difficulty filling their
vacancies. Company D has ten vacancies in Dece2doé:.
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The quantitative figures that we gathered are ds=gin table 3.

Company X | Company Y | Company Z| Company D
Foundation year 1960 1846 1909 1P69
Province Gelderland Gelderlapd Gelderlfind Utrgcht
Number of employees in 2007 125 95 90 101
Employees older than 45 years 40% 40% B0% 40%
FTE in 2007 12p H g7 1]
Rate of absenteeismin 2007 3.7p % 6]2 % 9.2 % B.8 %
HR department / HRM degree Yes/Yes No[No No/jYes N@/No
Labour productivitysales/FTE)| € 116,000.- €  245,400.- € 115,0001- €  306,040.-
Sales 2007 € 14,000,000.- € 23,000,p00.-18.000.000}- € 30,000,000.-
Wage payment 2007 € 5500,000.- € 4,700/000 2,300,004.- € 3,000,040
Training costs € 100,00.- € 30,460 26,004- € 6,040.-

Table 3: General information companies - case studi

Company Y and D have the highest percentage of elployees within their company
and have a high labour productivity compared to diker two companies. The
calculation of the labour productivity is differetitan we mentions in chapter 3. The
companies could not hand the production costs laafiore we divided the sales by the
number of employees. On the other hand the rasbhsénteeism within Company X is
the lowest with a low labour productivity compacethe other companies. Besides that
Company D invested very low in training comparedotber companies and has the
highest labour productivity. This difference candarised because the production costs
are included within the labour productivity and &ese both companies produce different
products their production costs can differs enorshou

5.2 Older employees

In chapter 2 we stated that the jobs within theamieidustry are age sensitive, because
the workload is very high compared to other indastr This may influence the
performance of older employees in this industry s(VR0OOO). Therefore we first
determined whether older employees have a low@ulaproductivity or a higher rate of
absenteeism according to the interviewees.In tiidyswe refer to older employees as
employees that are older than 45 years. All thparedents state that older employees are
valued and respected within their company.

Company Z states that labour productivity of oléenployees is lower compared to
labour productivity of younger employees. Companyrigs to offer these employees
other tasks, but the HR manager states that |gtraaiuctivity of these employees drops
to the same level even when they are assignedér tasks. The other companies do not
indicate lower a labour productivity or a higheteraf absenteeism for this group of
employees. Company Y said that the labour prodiigtof older employees is the same
as younger employees. Company D stated that olagriogees are appreciated and
respected within the company. The HR manager doese® a lower productivity or a
higher rate of absenteeism of these employees geshga younger employees. The
employees who almost reached their retirement agelrave a lower labour productivity
compared to other employees.
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There is no difference between the rate of absemieef older and younger employees
within this Company X. The HR manager of Compangerotes thatWe do not get the
impression that older employees are sick more dftan younger employees. Perhaps it
is in our company the other way around. This hasnipao do with the mentality of
young employees in the compan@ider people feel that they really need to workilevh
the younger employees stay at home more easilgompany Z the HR manager does
not observe a difference between the young and elaployees regarding their rate of
absenteeism. Within the group of older employeedy a difference is visible by the
employees who almost reached their retirement @ge. of these employees is working
still at the same rate since he started withindbmpany. Another employee becomes
sick quite easily if he has to work harder thannmalr The HR manager states that this
has to do with the mental state of the employeesCémpany D there is almost no
difference between the rate of absenteeism of ymungd older employees. The only
noticeable difference is that younger employeesoétien sick for one day as the older
employees are continues present.

The outcomes of the case studies do not corresfmtite outcomes of the research by
Henkens, Remery and Schippers (2003). Employens goestioned expected that the
labour productivity of the workforcavill not increasebecause the average age is
increasing, but did expected that the rate of alesésm of the workforcavill increase
because of the age of the workforce. Besides th#ikéff eand Gokhale (1992) found in
their empirical study that the labour productivityemployees decreases around the age
of 45. The four companies we approached do not tlae same impression of the older
employees working in their company. This differencan be explained by the
commitment of the employees to the company. Thepemmes state that all employees
are commitment to the company.

5.3 HR practices
The variables we used in our empirical research are

Performance

* Labour
Productivity

* Rate of

absenteeism

Figure 8: Variables empirical research

In the next section we will describe our finding¥e will discuss each HR practice
individually. Some HR practices are implementechimitthe company for both younger
and older employees therefore we will sometimestlhuséerm employees for these cases.
When HR practices have an effect or have a diffexaifect on only older employees we
will mention that.

5.3.1 Recruitment and selection

The recruitment and selection policies are paytiatfected by the number of vacancies a
company needs to fill. Besides that companies fotls on recruitment and selection
policies when they recognize the importance of giiea a recruitment and selection
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policy. Furthermore, companies recruiting employdes better fit the company will
have a positive effect on the labour productivitydarate of absenteeism. All four
companies implemented more recruiting activitiesttoact more employees than before
the tight labour market.

Company X indicates that they receive enough agiins, but these candidates do not
have the skills that are needed. Two important weies were not filled for a long period.
Company X therefore used advertisement to find icktels. The supervisor indicates
that in the same ad they announced the profit spamployees received last year. This
amount was very high and within short-time the twarancies were filled up. The
Company X is now focused on attracting the rightdedates that better fit the company
and therefore carefully selects its candidates. ¢tvapany decided to change their
recruitment and selection plan. The HR manageedt#tat the company first had to
determine its mission, vision and the kind of engpks that would fit their company.
Therefore, Company X decided to use a differentuitoent and selection method to
attract employees that better fit their companywéf can accomplish this it will have a
positive effect on the labour productivity of thesmployees. The HR manager states:
"We will achieve this by photographs of staff mermlmn our website and by giving
candidates the opportunity to virtually look at tkdaily work of the engineers and
welders.” The website is not especially designed to attrédstroemployees, but to find
the right person for the job. This can be youngeslder candidates.

Company Y does not have problems to find employesgpite of the tight labour market.
Only at engineering level the company had problésn§ind candidates. Company Y
recruits employees on production level using an leympent agency or employees
offered to work for the company by themselves. didion, the company approached
graduated students to apply for a job. The compawgtly hired older employees
because these candidates have a lot of experidecerding to the HR manager these
employees are quick to understand the organizdtmoaess. Therefore those employees
quickly achieve a high labour productivity levehefHR manager indicates that they do
not have a pro-active recruitment plan on productevel, because they do not have
difficulties to fill vacancies. He indicates tharzlidates who do not like their jobs and
are less motivated leave the company within onekwas a result the employees who
are motivated will stay within the company. Emplegevho do not fit the company will
leave. The company does not have a recruitmentsatettion plan but if they need
employees they can ad-hoc implement a new recruoitpicy.

Company Z recently experienced difficulties whdliniy their vacancies. They could not
find enough well educated employees within the Hedmds. December 2008 there were
no vacancies in Company Z. Company Z tried to leimgployees for the production
department through a recruitment and selectiom@fiunfortunately, they could not find
appropriate candidates. Therefore the company disiedent recruitment method to find
employees. They called in an employment agencyishatorking with employees that
have a polish background and the vacancies wéed fitithin 6 weeks. Company Z hired
seven polish employees with this new recruitmenthioek The company evaluates their
recruitment company each year. If they need empgythen the company is actively
recruiting candidates. Because the employees withia company need technical
expertise to perform their jobs, they carefullyesédd their employees.
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Company Dis working with a poster offickdetacheringsbureau) to fill up vacancies. The
company used advertisement and searched on tlonalatiacancy department to recruit
employees but that did not work. Those vacanciesbefilled up by young or older
employees. In December 2008 the company had 1he@sa Most of the employees
who left the company left because they could eaonemfollow certain training or just
wanted a challenge. Company D will not offer ceramployees more salary than others
because the other employees would want to havese t@. The company has not been
successful at recruiting employees because therstiéirvacancies. They said they need
employees who possess certain skills and theseogegd are hard to find because of the
tight labour market. The HR manager is advertinginewspaper and is searching on
internet sites to find employees that fit the joBampany D states that they dot
mention in their advertisements that they offeredigh profit share to their employees
last year or use other aspects (e.g. their wageraygo trigger candidates to work for the
company. They feel that employees should comeaik &t this company because they
want to and not because they offer a high profarisly. Company D states that
employees must be willing to work for the companyg &ave to be willing to produce the
products Company D is developing.

According to Koch and McGrarth (1996) investinghinng employees can mean that the
company will attract employees with a higher labproductivity than when they do not

invest recruitment and selection. Company X aneZote that they need employees with
a high quality and to attract theses employees tiae to invest in recruitment and

selection policies. In addition, Company Y dendtest not only investing in recruitment

and selection will attract employees with a higlaéour productivity, but employees that
are not motivated to perform these jobs will nayswithin the company. Therefore

employees with a higher labour productivity wilagtwithin the company. Companies
have to invest in their recruitment and selectiofices to find employees who fit the

company because of the tight labour market. Thezefloey use different resources to
find employees that fit their company. Company Dhates that employees must be
willing to work for the company and have to be imidj to produce the kind of product

Company X manufactures. Hiring employees that alleng/to produce the products the

companies are making will affect the labour produtst of these employees positively.

Different kinds of R & S/ Investin R&S | Investin R& Yinvest in R&S | Invests in R&p
proactive policy not active for (but is not
production successful).
employees)
R & S plan Yes No Yes No
Fit with the company Important, |Important but |Important, nee|lmportant,
employees employees the]temployees Wit‘memployees

Table 4: Case studies — recruitment and selection

Company X is the company that has the most praacéeruitment and selection policy.
Company X is the only company in our case studies has a separate HR department.
This can explain why this company is more actiiejyng to attract new employees. As
indicated by Winnubst and de Kok (2008) smaller pames in general do not have a
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separate HR department and therefore do not hawetitie to manage all the HR

practices. This is strongly visible in Company eTHR manager of company is at the
same time Contoller. This indicates that the HR agan can not only focus on the HRM
Policies of the company and have a proactive rgoent policy. Furthermore each

company found it important that employees fit toexpany.

5.3.2 Training

The four companies indicate thahining employees can have a positive effect on their
labour productivity. In the CAO agreements emplogeganisation and unions recorded

that companies have to offer one training day &irttmployees that is financed by them.

Besides these training hours and costs compantegdsimvest more in their employees.

In Company X younger and older employees have dissipility to receivdraining. The
employees have to invest in time and the comparly pay for the training. The
employees can indicate when they need trainingp@mntanagement staff can decide that
an employee needs training, e.g., when the qualitiie production is low. The training
budget and the kind of training employees will reeeare depending on the
organisational goals. Older employees are nohdfened, because they do not want to
be trained. But the company tries to stimulate o&deployees to get training because the
A&O foundation finances a part of the training cosf older employees. The labour
productivity of these employees is not lower butewhemployees are not trained it
negatively affects the employability of these enypks. The supervisor states that
employees are working more efficient because otrdiaing they receive. Both the HR
manager and supervisor state that different typésaming can have different effects on
the labour productivity anchotivationof the employees. Therefore, they can not express
what kind of effect training will have on the lalvoproductivity and motivation of
employees. The HR manager states that employessbe willing tdoe trained.

In company Y all (young and older) employees afferefl training. The training that
employees will receive depends on the goals of dwmpany and the needs of the
employees. The HR manager statéhe effect of the different kinds of training is
difficult to measure.”Besides that, the added value of some coursedysnwasurable
after a longer period, e.g., a first aid coursee Thmpany made the decision to pay the
training costs and half of the training hours amelémployees had to invest the other half
of the training hours. Employees mustwiing to receive training Older employees
within the company are trained because not beiamed will result in a decline in
knowledge. It is important for the company to netdie older employees, because these
employees know the company and know what need® tdobe. Firing the employees
will entail that the company will lose knowledgedawill result in a decline of labour
productivity. Therefore the company decided to gppe reduction in working hours
arrangement.

Employees in Company Z can state if they needitrgirBesides that the foreman and
management staff can decide that employees neethgyavhen they do not function
well or when the knowledge level of the employeekw in a certain field. Company Z
uses the budget that is released by the OOM foiomdato train their employees. This
budget is €2,000.- per two years for each employke. budget that the company itself

2 OOM foundation finances a part of the trainingtsder companies in the metal working firms when
they train their employees.
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makes available to train employees is about €50,0p6r year. The company has
approximately 100 employees which means that thegst an additional €500.- p.p.
Furthermore, the HR manager makes a cost-benefiysia to determine which training
will be offered to the employees. Company Z offaéltgheir employees training because
it has a positive effect on their labour produdyivilrhe effects of training depend on the
type of training the employees receive. To incraaselabour productivity the company
hired a new employee (who is over 65 years old) whibgive individual training to all
the employees. Because of this all employees galtii how to improve the cutting speed
of their machines. Company Z tries to increase gcbdity even more by training all
employees to be able to operate on three diffar@athines; these employees are then
able to replace their colleagues when one of theooines absent or is on holiday. This
makes it possible that the company will not losg production. The employees in the
metal industry are attached to their machinesetbez a number of employees did not
respond positively to this new system. The worknmiusupports the changes in the
company.

At company D young and older employees get the appiby to receive training. During
performance interviews the employees can statkely tvould like to receive training.
Furthermore the company makes ad-hoc decisionsain employees. The company
determines on an individual basis if an employele receive training. Company D pays
the training costs and employees have to investrdiring hours. Depending on their
function, the employees have to be trained on alaedpasis. The supervisor states that
training employees will increase the knowledge bé temployees, but does not
necessarily mean that employees will work efficient

On-the-job vs off-the-job

70% vs 30%

90% vs 10

0 %90s 10%

80% vs 20%

General vs organisational
specific

20% vs 80%

100% vs 0%

0% vs 100%

0% vs 1009

Formal vs informal

70% vs 30%

0% vs 100%

90% vs 10

000%.vs 0%

Function related vs non-

100% vs 0%

100% vs 0%

100% vs 0%

100% vs 09

function related

Table 5: Case studies — types of training

Table 5 shows the difference between the typesofihg the four companies offer. The
companies use the different training types becabeg do better fit the company.
Company Y for example denotes that there are mofoondry schools where employees
can go to. Therefore most of the trainings arehenjob. Furthermore, companies can not
hand what kind of effect training will have on the@mployees. The HR manager of
Company Y stated that one of the problems whenribs to determine the effect of
training is that some effects will only be visitdéter a longer period, e.g., a first aid
course. The four companies in our study did noestwn both of these forms of training.
Therefore they could not give an indication of thes$fects. These founding match our
findings in literature. In table 5 our findings at@own that are linked to training.
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Effect of the training

Depends on thg
type of training.

Depends on the
type of training.

Depends on the
type of training.

The company
does not see a
direct effect.

Who to train?

Employees that
need training and
are motivated.

Employees that
need training andg
are motivated.

Employees that
need training andg
are motivated.

Employees that
need training ang
are motivated.

Training older employee|

5 Yes, but are nd
always motivated

to be trained.

tres, not being
trained will result
in a decline in

Yes, all employesd
are trained.

Yes, all employesq
are trained.

knowledge.
Table 6: Case studies — training employees

In all the four case studies motivation is an int@or factor to determine if employee will

receive training. When employees are not motivated willing to invest in themselves

the company will also not invest in them. This mation factor can also affect the

increase in labour productivity when employeesteamed. Therefore not only offering

employees training will be important but also tgyito motivate them can affect the
increase of their labour productivity. As statedablyfour the companies older employees
are trained. This means that companies are witlinopvest in older employees but the
employees their selves must be motivated to beddai

5.3.3 Job design

Each company indicates that theb designof the company affects the labour
productivity of employees. Each company has implaeck different job design policies.
The HR practice job design can be divided into fdifferent types: job rotation, job
enrichment, job enlargement and demotion. The jekigh types implemented within
each company are described below.

The supervisor of Company X states that employess rotate from one type of
machiné' to another type if necessary. The company wantsptement job enrichment,
but it is not yet implemented and therefore theeaffof job enrichment is unknown.
Furthermore, Company X is stimulating employeetake more responsibility than only
performing their own tasks (job enlargement), bhis tprocess is not yet fully
implemented. The HR manager states that job emteege will affect the labour
productivity of younger and older employees. Denroiis possible within the company,
but not often executed. One of the employees pexpds work on another function
because he had physical problems. According tasuipervisor the rate of absenteeism of
this employee did not decrease. Therefore theyalsee a positive effect of demotion
on the rate of absenteeism or labour productivitgroployees.

In Company Y the HR manager statéddried to implement job rotation when | started
working at my previous employer. Some employeegtitdhis was a good idea. But one
employee came to me and announced that it madeuhivappy. Job rotation does not
work for all employees and it only works if empkgy/erefer job rotation.'In certain jobs

L Employees produce one machine on their own. Thel@mes have two weeks to produce a machine.
Together with the foreman they determine whichdakky have to perform each day.
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employees need to stay concentrate and therefeyestiould continually rotate. The HR
manager states that job rotation will not alwayseha positive effect on the labour
productivity of employees. If it does not motivadenployees’ positive, it will affect
labour productivity negatively. Job enlargemenpassible within the company, because
there are no strict terms of reference. The HR manatates*We try to encourage it.
But job enlargement can also have an inverse effedhe employees, when they do not
dare to take more responsibilitiesOne of the employees, for example, was offered-fork
lift truck training. But this employee did not date take that responsibility. In this
situation, job enlargement will not increase tH®olar productivity of the employees.

The HR manager of Company Z indicates that the geuremployees are more
motivated to increase labour productiftyThe company tries to encourage this by
giving these employees more responsibilities. meJ2008, two younger employees with
the age of 21 and 23 have been made team princiialse the company appointed the
two team principals problems on the work floor amved more rapidly. The labour
productivity of the entire team has increased hyraximately 5% to 10%. Demotion is
possible within the company, but not often appli@he employee in production could
not perform his job because of illness. To enahie ¢mployee to return to the work
floor, the company offered him another function.eThkbour productivity of this
employee improved for a short time, but droppedrlan to the same level as before. To
improve the total labour productivity the compamplemented a five S-project. The five
S's stand® for: selecting, arranging, cleaning, standardiratiand structural
improvement. Each half hour the activities emplsyperformed were registered. The
company found out that 60% of the work time wasnsm searching for tools. This
information was used to introduce improvements. idaétion is not applied within this
company because the tasks of the employees amgadan such a way that they work
on one machine where they have to perform diffetasks.

Job enrichment is possible within Company D. Comgp@nstates that it is possible of
employees to take more responsibility. There arpleyees within the company who
work on two or three machines at the same times €hn decrease the turnover rate of
the employees within the company and can have igiy@sffect on labour productivity.
The autonomyemployees have is appreciated. In addition thepemy implemented job
rotation to spread the workload of the employekethdy did not implement job rotation
labour productivity of these employees would driyecause of the workload. The
employees work in a chain and if one employee doeperform well, this will affect the
work of other employees. Therefore they will keegehe other focused and keep the
labour productivity on the same level. Demotionnist (often) adopted within the
company.

To summarize we show in table 7 the job designtmesimplemented within company.

22 The productivity of the machine two younger emplks/orked on increased by approximately 40%.
23 |n Dutch: selecteren, schikken, schoonmaken, stadi®ren en structureel verbeteren.
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Job rotation N/A Job rotation carf]N/A (2)Job rotation
have a positive dr has a positive
a negative effect effect.
on employees.
Job enrichtment /job Job enrichment |Job enlargement]Job enrichment |Job enrichment
enlargement has a positive |can have a has a positive [|has a positive
effect on positive and a |effect on effect on
employees. negative effect opemployees. employees.
employees.
Demoition Demotion has ngN/A Demotion has a |N/A
effect on positive effect.
employees.
Other job design N/A N/A S-project has a |N/A
practices positive effect.

Table 7: Case studies — job design

The HR manager of Company D explained that employeleo perform certain tasks
have to rotate to stay productive; if these empgyeo not rotate, their labour
productivity will drop. Another HR manager statéait job rotation or enlargement does
not always have a positive effect on their emplsyé&ome employees do not want to
perform other tasks. Obligating these employeesotate during their job performance
can affect their labour productivity negatively.ddacompany has designed the jobs in
such a way that employees are motivated and privéudt/e found in literature that job
design can motivate employees to increase thewulalproductivity. The companies
explain that the job design of the company willeatf the labour productivity of
employees. Some employees do not want to changet#is&s and therefore the HR
manager states that job rotation or job enlargerdeas not always have to result in an
increase labour productivityDemotion is not used often within the companies. In
Company Z and Company X, one employee demoteddwer function. In Company Z
the rate of absenteeism of that employee droppéddiraiCompany X no difference is
shown. Based on these two observations we canatetrdine the effect demotion has on
the labour productivity employees. In literature feend research in which was shown
that this tool can positively influence the employjity of employees (e.g. Josten &
Schalk, 2005). If it increases the employabilityenfiployees it could also have an effect
on labour productivity or rate of absenteeism opkayees. Within one of the companies
demotion did not affect the rate of absenteeisms Thn be explained by the lack of
communication between management and employeegthien change of function. Or
because of a decrease in respect from other engdpwdich can affect the employees’
state of mind. This can be the reason why dematichnot work in one of these
companies.

5.3.4 Additional leave days

Additional leave days are leave days older empleyeeeive and are prescribed in the
CAO. These additional leave days are offered teroéanployees to give these employees
the possibility to recover from their work. Thisutd affect the labour productivity and
rate of absenteeism of these employees positively.

The supervisor of company X states that older eygae are not less often absent than
younger employees due to the additional leave tlaggg receive. The supervisor states
that older employees do not have a higher laboodymtivity because of the additional

leave days. There are not many employees thatthawgght to use additional leave days
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within the company. The supervisor does not seefi@ct of these additional leave days
on the labour productivity or the rate of absersieei

The quality manager of company Y states that eng@sywho make use of additional
leave days are not less absent or have a higheuradvoductivity than employees who
do not make use of additional leave days. The wuatianager states that these
employees use the additional leave days to golonger holiday.

In Company Z the additional leave days older enmgxsy receive are not used
immediately but are saved. Employees save thesg tayse them connected to their
retirement. There is currently one employee whad nstire in August 2009. His last work
day will be in about two weeks and the rest ofdags he will make use of the additional
leave days he saved. The HR manager sta¥es1 can not oblige employees to spend
these days.Legally it is possible, but when employees workmwne you can not afford
to let them use a leave day the next dahis way the company has an employee on his
payroll, who is not present.Only the companies, who are stricter and are agbpming
well, will oblige their employees to use these &ddal leave days, said the HR manager.
Because Company Z never obliged employees to @sadtitional leave days, it is not
easy to change this policy. Both the HR managerthaedupervisor do not see an effect
of additional leave days on older employees. Thermitivager explains that he does not
see the added value of these leave days. The HRagearstates that when these
additional leave days are used by the employeeaytaffect their labour productivity or
rate of absenteeism positively, but employees daise them properly. He does not see
why employees with an office job will need theseéliidnal leave days to perform their
jobs.

The supervisor of Company D states that he doese®ta difference in the rate of
absenteeism of employees that are entitled to iaddit leave days compared to
employees that are not entitled to additional ledags. These employees may use this
days for additional holidays. The supervisor stdleg this does not affect the rate of
absenteeism or the labour productivity of the ewypds positively. Unfortunately the
labour productivity will be negatively affected ke additional leave days older
employees receivé-urthermore he does not see any other effect setleave days on
older employees.

The four companies indicate that the additionavdéedays older employees receive do
not have an effect on labour productivity or rateabsenteeism. Additional leave days
are offered to employees to minimize the outflovolafer employees. The commission of
equal treatment of employees indicated that pdierbich discriminate based on age are
only legal when these policies are legitimate,ahlé and necessary. The four companies
do not see any positive effect of the additional/eedays on the employees. Company Z
states that employees do not immediately use tbdi@uhl leave days they receive but
save them for an early retirement. Therefore anithti leave days do not affect their
labour productivity or rate of absenteeism in aifpasway. In literature we found that
additional leave days are implemented to spardder @mployees. We may assume that
this could affect the labour productivity or theeraf absenteeism of these employees.
Offering employees additional leave days can ghant the possibility to recover and
therefore result in a lower rate of absenteeisnt.vidaidid not confirm this based on the
interviews. As indicated by Company Z these prastianust be implemented if
employees need the additional leave days. The faaqual treatment in some countries
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(e.g. Canada) states that these practices carehgdfmyees to prepare for their retirement
and therefore these practices are justified. Bebming to the Dutch equal treatment
commission these practices are unjustified (O’Cithe2005: pp. 40). So, perhaps as
indicated by the four companies this practice it mecessary for (all) employees and
therefore should not be offered to (all) older emypkes. Besides that Minister Donner (of
the ministry of SZW) is committed to decrease thenher of additional leave days for

older employees. He states that this practice &ffde chances of older employees on
the labour market, because it increases labous edstn employees become older (ANP,
2008). The same assumption is made by Company &eldre, unions and employer

organisations should consider what they are gangptwith these additional leave days
for older employees.

5.3.5 Policies to fight absenteeism

The policies that fight absenteeism differ in eaompany. Practices that we found in
literature are: ergonomic policies, instrumentst tb@n decrease the level of physical
strength needed to perform tasks and advice aheutftects of bad habits on health and
well-being of their employees.

Company X does not have ahsent policybecause the rate of absenteeism is very low.
This low rate of absenteeism can be explained leyhigh level of commitment of
employees to the company. Most of the employees ilivthe same village and are
neighbours. Therefore the rate of absenteeismnisAmother reason is that the solidarity
between employees is very high especially by odaeployees. The supervisor states that
it is important that they listen to their employedg®e HR manager indicates that the
involvement of the supervisors with sick employegsimportant. This is probably
another reason why the rate of absenteeism isToe.HR manager started a research to
determine why employees are absent, which physicalplaints they have and what
problems cause them (work perception research)h Wigse findings the HR manager
wants to implement instruments that will prevensalieeism of employees. The HR
manager realised (in another company) a decreabe ohte of absenteeism from 15% to
4%. This work perception research is comparablehto WAI used in Finland. The
supervisor states that one of the prevention meastiney implemented was an
instrument by which employees do not overload theick by performing their tasks.
According to the supervisor the back trouble desgdaand that resulted in a lower rate of
absenteeism. One of the employees was approximfelytimes a year absent for an
entire week. After the introduction of this instrenmt the rate of absenteeism of this
employee dropped. This employee is now two timgea absent and only for a few
days (because of back trouble). Because the englisygoung it can not be assigned to
the age of the employee. All employees have to watk tools which are designed to
work more comfortable. This will motivate employdeswork more efficient. Working
with these tools can prevent absenteeism on olyer a

The HR manager of Company Y told us that when eygas state that they need some
tools, the company tries to offer them. One exangplhat employees have told the HR
manager that they needed an elevator. The companidpd the elevator and as a result
employees do not constantly have to bend when pleefprm their jobs and because of
that they would get less back troubles. Furthermibre supervisors stay in contact with
sick employees. The HR manager statBy:doing so we try to get sick employees back
to work quicker.” As a result employees can recover faster. In amdifi the company
does not take adequate measures to enable emplmyaesk until their 68 year, the
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rate of absenteeism will increase. The HR managees “l think that the rate of
absenteeism will increase with 2% for that category

Company Z is actively trying to decrease the rdtelmsenteeism. Last year, all the
supervisors received an ‘absent guidance trainiDgring this training the supervisors
learned how important it is to guide sick employaesl how they should guide them.
The HR manager states that absenteeism policiegegyamportant. Sick employees are
additional costs for the company because they taveplace these employees with other
employees. Employees will be sick for a longer qubribecause they do not get any
attention. Sick employees have to return to thekwimor, because by being present on
the work floor employees will become mentally fagpeepared to work. As a result
employees will physically recover faster. Givingayees, that have been absent for a
long period, attention can drastically decreasertte of absenteeism (this can save
months) and giving attention to employees that Haeen absent for a shorter period can
decrease the rate of absenteeism as well (thisaam days). The HR manager states:
“Someone who has the flu stays at home for a wadksameone who has the flu and is
called by a supervisor stays at home for maybeethwe four days.” In addition,
Company Z offers employees tools to prevent abseite The company offers tools to
their employees to minimize the workload. Before tHR manager started working at
this company, the rate of absenteeism was 5.2%doember 2007) and now the rate of
absenteeism is 2.4% (in December 2008). To dectbasate of absenteeism even more
the HR manager wants to hire a physiotherapistraeroto learn employees with back
trouble or employees that sit the entire day inclwposition they have to work or sit in.

The rate of absenteeism within the Company D i%63a2 this moment. To decrease the
rate of absenteeism the company implemented seveatures. Company D offers their
employees an absenteeism bonus. This means thadyesap will receive a bonus if their
rate of absenteeism in that year is between cebp@imdaries. The bonus depends on the
classification in which the rate of absenteeisnth&f employee is in. In addition, two
months ago the company offered their employeegass subscription. A few years ago
a number of employees took a fitness subscriptimtause they had back troubles.
Therefore the company decided to offer a deduaiiothe fithess subscription to all their
employees. An effect of the fitness training isyovikible on the employees who started
training a few years ago. In addition, the compaffgrs tools that help employees to
perform their work better. Furthermore if an empeyis sick the ARBO-service will
immediately approach him/her and will undertakeosacif needed.

Table 8 shows the instruments that are implemewiddn the four companies to fight
the absenteeism.
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Tools to work with Tools have a Tools have a Tools have a Tools have a
positive effect on |positive effect on |positive effect on |positive effect on
the absent rate of |the absent rate of |the absent rate of |the absent rate of
employees. employees. employees. employees.
Involvement of Involvement of Involvement of Involvement of Involvement ARBO;
management ARBO management has ajmanagement has al managemenfabsent]doctor can have a
positive effect on |positive effect on |guidance training) [positive effect on
the absent rate of |the absent rate of |has a positive effedqithe absent rate of

employees. employees. on the absent rate [fmployees.
employees.
Health and well-being N/A N/A N/A Fitness

subscription has a
positive effect on
the absent rate of
employees.

Other instruments N/A N/A N/A Absent bonus hasa
positive effect on
the absent rate of
employees.

Table 8: Case studies — policies to fight absesteei

One of theabsenteeism policiethat are used by all four companies is offeringlgdo
their employees to improve working conditions. tastents that are not mentioned in
literature are implemented in Company Z and D. CamypZ performed a research to
determine which tasks of the employees demandedmoch time. Employees were
searching for tools 60% of their time employeeseyfimplemented practices to decrease
this percentage, which resulted in a higher pradiigt To decrease the rate of
absenteeism employers are willing to offer toolshieir employees, but their employees
have to clarify what they need. In addition, irefdture we found that immediately
involvement of management by absent employees ftfant ahe rate of absenteeism
positively. Three out of four companies indicatattimanagement is directly involved
with absent employees. Giving employees attentibenwthey are absent can decrease
their rate of absenteeism. Three companies statetby bring absent employees back to
the work floor which decreases their rate of alesistn. He states that as a result
employees are recovering faster. In Company D theager is not involved but the
ARBO service is involved when employees are absEmey indicate that the ARBO
approaches the employees directly. Therefore tleyat see the need to contact the
employees themselves. Other HR practices that sed by company D are an absent
bonus and fitness subscription. These policiesheamre a positive effect on the rate of
absenteeism of this company. In literature we fotivad offering or promoting exercise
programs can affect the rate of absenteeism pebitiwithin this company we found
evidence that this practice can have a positivecéff on employees. Therefore our
findings in literature are similar to our findingsthese case studies.

5.3.6 Management

The managemeninstruments of companies have an effect on the doment and the
motivation of the employees positively. In the fa@mpanies we analysed what affect a

4 This only counts for employees who started a aoplyears with this program. These employeesestart
to exercise because they had back trouble.
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career prospect plan, performance interviews andog&k meeting have on labour
productivity.

The supervisors of Company X have to stimulate eyg®#s to perform well. The
company focuses on ‘employability’. Employees havelecide what kind of tasks they
want to do and which development they want to gough. This will influence the
labour productivity of the employees. Accordingthe HR manager and the supervisor
one of the most important factor of being a googbleyer is to listen to the wishes of all
employees, young and old. A tool that can be usethdke this possible is a career
prospect plan. During these discussions emplolgaes to determine in which direction
they want to develop in the up coming five yeard amat kind of training or tools they
need to accomplish their goals. This will affecte thabour productivity of these
employees positively. Another tool is the perforcaamterview. The supervisor states
that during these interviews employees get theipitigsto tell about their problems and
come up with solutions or matters that can imprthe3r work. It will affect the labour
productivity of employees on an individual basisdese the wishes and demands of one
individual are heard. Work meetings are a tool tlatolves employees with
organisational choices. This tool affects the commant of the employees on collective
bases and therefore can affect the labour prodtyctof employees positively. Only
when employees see that the agreements are obdeyvdte supervisor. To commit
employees to the company the supervisor divides etmployees during the work
meetings in two groups. By doing so, the employgige more feedback and come up
with more solutions. The employees’ response duttiegwork meetings increased with
one and a half time. According to the supervispegormance interview and the work
meetings influence the labour productivity of anpémgee positively.

The HR manager of Company Y does not see the addke of the performance
interviews. The HR manager statédowever, employees have to receive feedback on
their performance and that happens very ofters liatter to give employees feedback on
the moment that something happens, whether itad go bad. Therefore we debate with
the employees very directly. We believe it de-ratass employees if we wait until the
performance interviews to tell them what they didng that year.”Company Y tries to
increase the commitment and the motivation of eygds by immediate communication.
When employees receive positive feedback, it cdectftheir labour productivity
positively. Furthermore, there are no official @r@rospect plans implemented within
the company. But, if needed, the HR manager dissugsth the employees what the
possibilities or wishes are of these employees, @gthe last few years within the
company. As a result the labour productivity of éogpes can be retained. In this way
the company tries to take the individual needsngbpleyees into account. In addition, the
motivation of the employees is very important. Thmlity manager said thaiBecause

of this employees take their responsibilities andtheir best when performing their
tasks.” The quality manager told that there are no strattwork meetings. But if there

Is a work meeting organized, it affects the motoabf the employees.

Company Z is going to implement career prospealaecause it wants to give their
employees with position in the company where thag excel. Therefore the labour
productivity of the employees can increase. Compadid not implement this policy yet
and therefore they can not determine what effecteraprospect plans will have. A
‘performance interview’ is another instrument thempany will use more often in the
future. According to the supervisor it is an ingtent that gives clarity to employees
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about their performance within the company. As aulteit will affect the labour
productivity of employees positively. Work meetingse at the moment not often
scheduled. Company Z is going to schedule thosetimgse more often, because
employees stated that they feel they are not heBints policy affects the labour
productivity of employees positively but no effestseen on the rate of absenteeism of
employees. The individual approach towards the eyggls is important within the
company. As a result the company can determin@ekes and wishes of the employees
and influence the performance of employees.

In Company D employees do not see the purpose ®fp#rformance interviews.
Therefore it does not contribute to the commitn@némployees and therefore does not
affect the labour productivity. The supervisor aeththat most of the time, performance
interviews result in asking a raise. During perfanoe interviews the employees should
announce problems or matters that affect theiroperdnces. During the performance
interviews the supervisor can get a better relatignwith the employee. According to
the supervisor he and other supervisors should d@eexlback to the employees
immediately and should not have to what until teefgrmance interviews. Therefore the
communication with the employees takes place wiemdad and the supervisor does not
wait until the performance interviews to discusstaia matter. In addition, career
prospect plans are only implemented for youngerleyegs who are trained for a part-
time going to school and working the other parttioé time within the company.
Furthermore the supervisor states that work megtang not organized on regular basis,
but they discuss with their employees what theyehtoy do each day. The company
indicates that they try to meet the needs of thpleyees, but there is a limit to what the
company is able to do for the employees.

Career prospect plan N/A N/A N/A N/A

Perfromance intervies Performance Performance Performance Performance
interviews have a |interviews have a |interviews have a |interviews have a
positive effect on |positive effect on |positive effect on |positive effect on
the LP of the the LP of the the LP of the the LP of the
employees employees. when tjemployees. employees.
feedback is positivd

Health and well-being |Work meetings hasjWork meeting has pWVork meetings has|N/A
positive effect on |positive effect on |positive effect on
the LP of the the LP of the the LP of the
employees. employees. employees.
Table 9: Cases studies — Management instruments

In conclusion, in literature we found that it isgortant to have a management style that
fits both younger and older employees. To accorhfligs companies have to listen to
their employees and try to meet the (individualdeand wishes. Instruments that can
accomplish this are: career projection plan, pertorce interview and work meetings.
The four companies explained that they approach eawployee individually. They said
that communication with employees is important. @&mmunicating with employees
their productivity can increase. Career prospeathplare not implemented yet within the
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four companies. Two out of four companies state thaerformance interview has a
positive effect on labour productivity of employeagen employees see that agreements
are implemented. One company denotes that perfaenarterviews only affect the
labour productivity of employees when employee®irax positive feedback during the
performance interview. They state that a perforraamterview is an instrument that
makes employees feel that they are heard, whichnuativate them and increase their
labour productivity. In literature we found thaparformance interview is an instrument
that gives employers the possibilities to affece thehaviour of their employees
positively. It is a tool that gives managementrashigation of the needs and wishes of the
employees. The same results are found during ady st

5.4 Other factors

During the nine interviews we find that not onlyethR practices that we determined
have an effect on the labour productivity or abseisin of employees. But in fact the
four companies indicated that the other factorsehalso impact on the labour
productivity and rate of absenteeism of employ&bsse factors are shown in table 10.

Company X Listening to the employeeand 4Commitment, solidarity of thd
based wage system employees with the company and|by
listening to the employees.
Company Y When the company is performy@@mmitment, motivation of thg

well the employers has to show thhamployees. Team atmosphere.
to the employeeanotivation of theg

employees.
Company Z Attention is importantand walkindGiving employees attentioiis ong
to all the employees. of the most important thinks
Company D Social controlcommitmentof thg Social controlWork atmospherdy
employees being open and friendly to the
employees. Mentality of tHe
employees.

Table 10: Effects on labour productivity and ratalesenteeism

We see that the commitment, motivation and givingpleyees’ attraction are the factors
that are mentioned mostly. HR practices can atfeetcommitment, motivation and job
satisfaction of employees within the company (Besdtaauwe & Jansen, 2001). In the
section 5.3 we explained that management instrungcant have an impact on the
motivation and commitment of the employees andefloee affect the labour productivity
of employees. But the interviewees explained thair ttmployees are just motivated and
committed to the company. But why and which factesinfluence their commitment
and motivation of employees to the company?

In literature we found an answer to this questiGuest (2006) point that employees
within smaller companies have higher expectatiothefemployers and therefore these
employees perform better compared to employees \ather expectations. The
expectation of the employees is determined by shelmwlogical contract between the
employee and the employer. This contract can ke ss the ideas and beliefs of the
employees regarding their agreement with the compargood example of this is that
an employee beliefs that when he/she performs Wwelshe will get a promotion. The
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difference between larger en smaller companiexpsaged by Winnubst and de Kok
(2008). They state that the hierarchy is strongehimv large companies compared to
smaller companies which results that employeesrbecestranged from the company. A
strong bureaucracy within the company can negativedifect the motivation of
employees. Within smaller companies fewer poli@esrecorded in rules and regulation
and therefore the employees have more flexibilityhiw the company when they perform
their tasks and can have an individual relationstith the company. These factors can
influence the commitment and motivation of emplesyeds indicated by the nine
interviewees’ employees who are committed and ratgty within the companies and are
performing well. Furthermore, Bal (2008) indicatedhis article that if the employees
observe that the employer does not keep one’s appents this can disappoint them. He
states that this will affect the job satisfactiondacommitment of the employees
negatively. Furthermore, it can affect the absaste@nd performance of the employees
negatively. Therefore, as indicated by Company Xpleyers should listen to their
employees and should keep to one’s appointments.

In conclusion, we can say that besides the HR ipescthat are implemented within the
company employers have to develop a culture whieasgemployees the possibility to

commit to the company. Therefore not only the HRcpces that we described can have
a positive effect on employees but also the cultum@ the expectation of the employees
towards the company have an impact on their pedaona.

5.5 HR practices and performance

The relationship between the HR practices and #ieur productivity and rate of
absenteeism can not be explained by the four daskes we carried out. The labour
productivity between the companies differs enormouSompany D has the highest
labour productivity of €306,120.- and Company Z lineest. This difference can not be
clarified by the number of employees that are wagkiithin each company, because this
number is almost similar. If we compare the HR ficas used within these companies
we can see that both companies have implementatiqgas to have an impact on the
labour productivity of employees. We can not explais difference by analysing the HR
practices used within each company. But maybe weesalain them by analysing the
similarities between the companies:
» Companies Z and D are in the light engineering stiguvhereas Company X and
Y are in the large-scale metalworking.
« All the four companies are located within smalllagles. The production
employees are all living nearby.
« Company Y, Z and D have HR managers who also par@iher tasks (Company
X has a HR department).
« The HR practices implemented within each compaaypartially similar.

But why do the labour productivity and rate of aiiseism of these four companies
differ so enormously? There are three factors¢hatexplain the difference:
* Companies within the metal industry produce a lasgale of products (in the
different subsector this also differs enormously).
« We determined the labour productivity by dividifgetsales by the number of
FTEs. The production costs can differ enormoustyben the four companies.
« The HR practices that we measured do not have tapbestice approach but a
best-fit approach.
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» Other factors can affect the labour productivitytloe rate of absenteeism within
companies as indicate in section 5.4.

We can not indicate which of the above differencas explain these outcomes. This is
because four case studies are a small sampledordee an effect of HR practices on the
labour productivity or rate of absenteeism. Bugiites an indication of the HR practices
used within these companies and their effect onleyeps. For example, HR practices
used to affect the labour productivity of employaathin the company are within three
companiedraining and job enrichmenHR practices that affect the rate of absenteeism
of employees ardirect involvement of managememth absent employees awdfering
employees good toals work with. These practices will be used in deag.

5.6 Conclusion

The results of these case studies indicate thatoilrecompanies are actively trying to
implement practices that are suitable for their pany and the employees. The outcomes
of these case studies give an indication of thepiRtices within these companies. We
found that companies have or will be going to imp@t HR practices that are not
mentioned in our theoretical study. Besides that determined why companies
implement HR practices. In the four case studiesdbes not always has to do with the
labour productivity of the employees or their rat@bsenteeism.

Noticeable is that the HR practices that are impleimwithin these companies are
suggested (partially) by the employees within tleenpany. Besides that, the labour
productivity of employees are affected by otherstdes within the company. To
determine and quantify the effects of these prastan the labour productivity or rate of
absenteeism of employees one has to rule out ttex tdctors which can have an effect
on the outcomes of the study.

One other outcome of this study is that it is difft for HR manager, supervisors or work
council member to determine the effect of for exemgining on the labour productivity

of employees. Our empirical study confirmed thatr¢his a positive relationship between
the HR practices and labour productivity and thte & absenteeism (according to the
four case studies). One remark that has to be nsaiifat the effect of HR practices on
company performances dependent on motivation amadmionent of the employees.

When employees are not willing to use a certair lah practice and the HR practice is
implemented within the company is can have an dppedfect. Therefore these HRM

outcomes have to take into account by implemenpiragtices into the company. This
shows also that it is hard to determine the direlzttionship between HR practices and
company performances.

Besides the problems of the intermediary variableeh make it difficult to measure the
effect of HR practices, one has to make distinglistween the different kinds of HR
practices. If we for example take training; there different kinds of training and each
have a different effect on employees. Besides tiaining employees is not always
implemented to increase labour productivity but deample to increase employability.
The different training kinds are not always apgieaon employees within certain
companies. For example, iron foundries can havélgnes to find an iron foundry
schools where employees can go to. Therefore tmgpany can not offer off-the-job
training. Does this make it easy to determine fifeceof training within this company?
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No! Because there are allot of different on-theq@bning possibility which can have a
different effect on the labour productivity of erapées. This all indicates that it is very
hard to determine the effects of HR practices angany performances.

Besides the fact, that HR practices have a poséftect on the labour productivity or
absenteeism, company are sometimes limited to mmgaié¢ ‘best’-practices within their
company. Implementing certain HR practices witlia tompany is not always a choice
HR managers have to make but are determined bynthestrial characteristics and
company characteristics. These characteristics lere a negative impact on the
practices that can be implemented for older em@sy®©ne example is that employees
have to work full-time and there are no possilaitio use flexible work hours in some
companies in the SME metal industry. Besides th#ier HR practices have to be
implemented not to motivate employees but becatisafety reasons (we aim at the HR
practice job rotation).

To come back to the question we asked ourselvgwdieginning of this chapter: (‘what

is the impact of the HR practices on labour progitgtand rate of absenteeism?’) we
can state that HR practices have a positive efbectabour productivity and rate of

absenteeism. Unfortunately we can not quantifyetegfects with the outcomes we found
in this empirical research. But this study givesdias that can further investigated in a
new study.
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6. Financial performance

In this chapter we will answer question: “What Isetimpact of the practices on the
financial statement of the company?” The law casegpoonstrains on practices that are
related to employee costs and benefits. These ¢awsde complex and confusing and
therefore we will describe the relegations regagithese practices. In paragraph 6.1 we
will describe the financial obligations that arenkied to the income statement. And in
paragraph 6.2 the balance sheet obligations arecdleed and we determined which
IFRS or RJ regulation must be taken into account.

6.1 Income statement

In this section we will describe employees’ relatemms on the income statement of
companies in the metal industry. One of the largegtense items on the income
statement of a company is ‘salary and social imaegpremium’. Besides the salary
payment, companies have to pay premiums and cantbiir employees a pension plan.
In this paragraph we describe these expenses.

6.1.1 Salary and social insurance premium

The salary and social insurance premium consistifiérent parts (Belastingdienst,
2009):
e Gross salary of the employee;
« Premium of social insurance (e.g. WAO/WIA basicrpiem and WAO/WGA®
differentiated premium).

Gross salary of the employee

The Dutch government installed a minimum grossrgaldnich employers are obliged to
pay their employees. The minimum monthly salaraefemployee that is older than 22
years is €1356.60 (as from 1 July 2008). Emplogeesonly legally obliged to offer their
employees this minimum wage if the employee workktime (st-ab, 2008f. Besides
that, the government installed the social systethénNetherlands in such a way that the
employers have to pay a part of the social inswegmemiums. Based on the gross salary
payments the employers have to pay premiums tgytvernment based on the gross
salary of each employee.

Premium of social insurance
The premium of social insurance consists of:
* Employees insurance premium (unemployment premamdsdisability insurance
premiums)
* Income related health insurance contribution

Employees insurance premiums consists of premiurased on unemployment
(werkloosheidswet, w¥), WAO and/or a WIA. WAO premium has to be paid duese
there are still employees that became disabledrdefoJanuary 2004 and therefore

% WGA is a disabled Workers Resumption of Work AWet Werkhervatting Gedeeltelijke
Arbeidsgeschikten).

%6 This means that employers who are willing to offevariable payment or reward to their employees
based on the performance of these employees hamptement a system that will at least pay thisalg
obligated minimum wage. Therefore only a salegedlavage will not work in the Netherlands.

" The Health law (ziektewet, ZW) is a part of the WW¢mium and therefore is not calculated separately
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receive WAO benefits.

The WW premium consists of two parts an unemploynm@emium for the general
unemployment fund (werkloosheidswetpremie voor Algemeen werkloosheidsfonds,
WW-AWF) and an unemployment premium which is indyst related
(werkloosheidswetpremie voor sectorfonds). The WWHHpremium is the same for all
companies. The government implemented the industaged WW premium to fight the
seasonal unemployment. Industries with high seasoeanployment were stimulated by
implementing this policy to spread their activitiasd therefore realiseontinuation of
employment (Startbedrijf, 2009). The WW-AFW premiwvas 4.75% for 2008 and the
WW premium which is industry related was 1.02% tbe metal industry in 2008
(Belastingdienst, 2009). The WW-premium has to &ie pver a salary part that is higher
than €1,326.75 each month for 2008. With this puemithe government pays the
unemployed people a wage. The WW premium was pgidbdth employees as
employers. But in 2009 this law changed which iatkd that the employees were not
longer obliged to pay for this premium.

The disability insurance premium is also paid by émployer. The disability insurance
premium consists of WAO/WIA basic premium and WAUW differentiated premium.
The first premium is the WAO/WIA basic premium (5% for 2008) that all employers
have to pay based Bhthe gross salary of their employees. The secoathipm is the
differentiated premium. The differentiated premiigmetermined by the government for
each company individual. The government determihés differentiated premium by
defining the chances that employees within a compat have the right to receive a
disability benefit. The government determines #@msount by examining the amount of
employees that received this payment in a cer@ampany two years ago. Therefore this
premium is company dependent (Gijbertsen, 2007).

On 1 January 2006, the Health Care Insurance Ang(#rzekeringswet) was introduced
in the Netherlands. With the introduction of thewnlaw the premiums that have to be
paid to the medial insurance company changed. Newplp have to pay premium to the
medial insurance company and have to pay an addltincome-related premium. The
income-related premium must be paid by the emp®yeel was 7.2% of their salary in
2008. This income related contribution is paid a€131,231.- of the salary of employees
in 2008. The employer have to compensate for thyment and therefore they will

reimburse the contribution made by the employeees&hcontributions are additional
costs employers make besides the gross salary genplpay to their employees.

6.1.2 Pension plan

Besides the salary payment, companies can offar #maployees a pension plan.
Employees that reach their'®gear can receive three different pension incorfiest the

The General Old-Age Pensions Act (Algemene Oudesiaety AOW) is based on the
time a person lived in the Netherlands and paithefsocial security premium. Secondly,
an employer can contribute to the pension paymeintieir employees. Employers are
not legally obliged to offer their employees a penspayment. There are some

28This financial constraint has two exceptions. fichr 47 of the law of financing social insuran¢égfsv,
2008) is stated that employers do not have to hayWAO/WIA basic premium on the wages of their
employees, (a) when the employer hires an empldlyat is 50 years old or older, or (b) when the
employee is 54.5 years old at the beginning of ttelendar year. Therefore it can be attractive for
employers to hire older employees.
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exceptions; employers have to realise a pensiorithi@ir employees because, e.g., the
participation in a company pension fund is obligegd because this is arranged in the
CAO. The height of the pension depends on thesalathe employee and the premium

the employer and the employee saved. Those arrargsrman be sublet to pension funds
or pension insurers. Thirdly, the employee can matker private arrangements with

pension insurers to save for a pension payment.

An employer is obliged by law to inform new emplegeabout the pension regulations
theyare or are not offeringheir employees. The pension fund in the casé@mtetal
industry will receive a premium that will be putides until employees reach their 65
year. Employer and employees contribute to thd psemium. When the contribution of
the employer is less than 50% of this premium, ¢his cause a problem, because the tax
authorities determine this as a wage payment (Advechter, 2008). Therefore the
minimum percentage of this fiscal premium that ¢neployer pays is 50% in the metal
industry (Bpmt, 2008). Employers are obliged td tte¢ employees what kind of pension
payment they will receive if they retire. If the ployer states that he/she will pay a
premium or offer them a pension payment than theleyer is obliged to do this
(Arbeidsrecht, 2008).

The employers in the metal industry are joined tpeasion fund (Stichting pensioen
funds Metaal en Techniek, article 69, Cao, 2008)eréfore employees will receive a
pension payment from their employers. The pensayment consists of the premiums
partially paid by the employer and partially by temployee. The employer paid by
minimal 50% of the total pension premium and thepleyee maximum 50%. In the
metal industry there are two different pension puens used based on the salary of the
employee. These premiums are determined by theqrefsnd each year. In 2008 the
part of the salary that was less than €70,809.s etarged with a premium of 25.5%
The salary part that was above that margin wagyeldawith a premium of 16.7% (Bpmt,
2009). The pension premium does not have to begraithe franchise sum of €14,520.-
(for 2008), because employees will also receive Apayment from the government.

The following calculation has to be made to deteemthe pension costs for one
employee in 2008 (see also formula 1): First, caetb determine the full-time salary for
one year [if an employee is working part-time omas to divide their total salary by their
part-time percentage to determine their full-tiraéasy]. If ones full-time salary was less
than €70,809.- then one has to use the first rovioimulas and if it is more than
€70,809.- one has to use the second*fo®econd, we have to deduct the €14,520.-
(franchise) of the gross salary for 2008 (e.g. @30.- - €14,520.-). Third, by multiplying
this outcome by the part-time percentage, the pangremium (0.252%) and the
percentage of the premium that employer paySourth, if one follows the steps we
described above one will determine the pensionscost one employee. When the
employee determines for each employee the pengists @and adds them up one will
determine the total pension costs the employetdpay for employee (i) as show in the
formula below.

? These figures are denoted for the light enginggridustry.
30 For example, the full-time salary of an employe€56,000.- than use the formula in the first row.
31 In the formula we used 50% as the part of the prenpaid by the employer.
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@

e (Sf?°%° -14,520) x Part%x 0.252x 050 if St**°<70809
' (56,289% 0,252 + ((SF*® - 70,809 x 0.167) x Part%x 050 if Sf***°>70809

6.1.3 Other costs

Besides the salary payment and pension plans caesptirere are other labour costs that
are linked to employees. The CBS of the United Komg (2009) determined the
following definition for total labour costs:

Total labour costs are the sum of wages and saafpay) paid by an employer to an
employee, plus any other costs incurred by the @yepl As well as wages and salaries,
total labour costs include employer's social cdmitions (including national insurance,

contributions and pensions, paid on behalf of theleyee) and other non-wage costs
including sickness, maternity and paternity costs;ational training costs, recruitment

costs and benefits in kind. The latter include canyp cars, mobile phones and
accommodatiorfOns, 2009).

These non-wage costs effects are company depeaddritan affect the salary payment
employer have to make negatively. When, for examgeemployee becomes absent this
will mean that the employer has to hire anotherleyge to replace the absent employees
and therefore have to make additional costs. Engptogan make additional costs, for
example, when they recruit employees or train th&linthese costs will be allocated on
the income statement of a company. The effectsRopkhctices on the income statement
are expressed in different scenario applied omapemy. This is shown in chapter 7.

6.2 Balance sheet

The balance sheet of companies will be influencad the accounting standards
companies have or may apply. Within the metal ibgusompanies can use IFRS or RJ
accounting standards. On 1 January 2005, the IF&Simtroduced in the Netherlands.
The IFRS is an accounting standard that comparge® o apply drawing up their
financial statement. This way companies justifyréhnancial figures and can compare
the position of one company with anothublic listed companies or companies that are
associated to (international) public listed compariiave to apply the IFRS regulations.
Non-public listed companies can choose to useRkRSIregulations in the Netherlands,
but they are not legally required to apply thegpilaions (zbc, 2008).

Dutch companies that are non-public listed do raatehto use the IFRS regulations, but
may apply the RJ regulations. The Dutch finanaglorting standard (RJ) is a guideline
that can be used to apply the civil code 2 on thantial statement. The RJ is an
accounting standard that can be applied to thediahstatement within the Netherlands.
Both the IFRS regulations and the RJ regulations leasection that is concerned with
employee benefits. The IFRS employee benefits atigms are denoted in IAS 19 and
the RJ employee benefits are denoted in RJ271. Welescribe both regulations and
their impact on the way in which employee bendiase to be included on the balance
sheet. We will only mention the regulations that eglated to employee benefits because
these benefits are affected by (HR) practices. Gones within the metal industry may
use the IFRS or the RJ regulations because theybmayblic listed or non-public listed
therefore we will describe both regulations.
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6.2.1 RJ 271 and IAS 19 employee benefits

Employee benefits consist of all benefits that eywpés receive during or after their
employment (RJ 271). The regulations do not disiisty between individual agreements
and collective agreements with the company or betmemployees who work full-time
and employees who work part-time. We will show &meployee benefits based on the
items mentioned in the RJ 271. We do not know haamynSME metal companies are
public listed companies. However, one third of slaées of the SME metal industry was
exported in 2008 (Onderneming, 2009). It can berasted for these companies to know
that the impact of IFRS standards are, but we d@xpet the number of companies who
do use the IFRS regulations is lower than the nunabecompanies that use the RJ
regulation. Therefore we will use the RJ regulaias basis for our structure. These are
benefits during employment, post-employment beseiitd termination benefits.

Benefits during employment

Short term benefits are benefits that are paid iwitt2 months after the employee

rendered the related service. Because the payneent within 12 month the company

does not have allocate these figures using a didcate. Long term benefits are benefits
which are paid after 12 months. For these allooatia discount rate has to be applied.
Benefits during employment are, e.g., wages, ssaand social security premiums,
payments of absent days, jubilee payment, and reratians received of a profit sharing

plan and the life cycle benefits. We will shortlgsgribe how these items have to be
allocated on the balance sheet.

Wages, salaries and social security premiums havbket allocated when employees
render services during an accounting period. This to be allocated under liabilities

(accrued expense) when the employees did not eegpayment. These benefits have to
be allocated as an asset (prepaid expense) whemntpleyees received their benefit but
did not yet rendered the related services.

Depending on the kind of leave the payments of rabdays have to be allocated on the
balance sheet. The two different methods to allotia¢se costs are accumulating costs
(e.g. holiday leaves) and non-accumulating costzufulating costs are costs which
have to be allocated because employees get thetappp to save a part of their holiday
for the next year. Therefore the employer is oldige offer the employees their holidays
next year. As a result of this these holidays hHavallocate as a liability. An example of
not-accumulating costs is a payment during absemieand disability. This benefit has
to be allocated on the balance sheet from the mbimencurs (RJ 271, 2008, lid 204).
This regards employees who are not able to (pigitiperform their tasks; when the
employer expect that an employee will not (comygteecover during their remaining
employment then the employer is obliged to contipsying the benefits to the
employee. When calculating the possibility that amployee will recover, the
rehabilitation chance has to be taken into accddntthe other hand the IFRS (IAS 19)
states:*One form of a long term benefit is a disability adit. If the level of benefit
depends on the length of service, an obligatioleces the probability that payment will
be required and the length of time for which paymem®xpected to be made. If the level
of benefit is the same for any disabled employemritess of years of service, the
expected cost of those benefits is recognised w&hegvent occurs that causes a long-
term disability”(IFRS, 2008). The WGA-payment arrangements correspat (partially)
with the disability benefits described in this staent. First, within the WGA-payments
the level of benefits is the same for each emplo$eeond, the years of service do not
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(fully) affect this benefit. Therefore these cobve tobe recognized on the balance
sheet. As stated in the RJ 271 employensallocate the future WGA-payments can
allocate these when they occur. But do companigayal have to allocate these benefits
balance sheet? When an employee becomes absdisabilities the employer has to
pay the WGA-payment to the employee for a period @fyear. Companies within the
Netherlands can pay the WAO/WGA differentiated premto the UWV or can choose
to pay a premium to an insurance company which tiwéh arrange the WGA-payments
the employer has to pay. According to the IFRS lagn in each case these costs have
to be allocated on the balance sheet. The RJ tegulan the other hand indicates that
companies do not have to allocate these paymernke dfalance sheet when they pay the
premium to the UWV. If the companies decided toamage these payments by an
insurance company than these payment have todmatdd on the balance sheet (Mercer,
2009).

Even provisional benefits (e.g. jubilee paymentyehdo be allocated balance sheet.
Employers have to determine the probability thathe@mployee will receive this
payment. As a result they can allocate the futagaple to the employees. Aspects that
employers have to take into account when determirtimis amount are, e.g., the
probability an employee will leave the company #mesalary increase.

The profit sharing and bonus payment have to becaikd on the balance sheet. Only
when the employer has recorded their obligationoteefthe financial statement is
determinecandwhen a reliable estimation can be made of thegabbn.

When the employer makes a contribution to the d§ele benefits of their employees
they have to allocate these benefits on the balgineet. In most cases, employers do not
contribute to life cycle benefits of the employeksgally they only have to offer the
possibility to the employee to be able to use o policy. Therefore in most case the
employers do not have to allocated life cycles benen the balance sheet.

Post-employment benefits

The financial regulation distinguishes differentspemployment benefits, e.g., pension
payments and VUT regulation. There are two diffefgsst-employment benefits plans,
the defined contribution plan and the defined bigm@lans. Under the contribution plan
(DC-plan):"the enterprise pays fixed contribution into a aegte entity (a fund) and will
have_nolegal obligation to pay further contributions lie fund does ndtold sufficient
assets to pay all employees benefits relating fol@yees service in the current and prior
periods” (IFRS, 2008). Defined benefit plan (DB-platgre post-employment benefit
plans other than defined contribution plansThe light engineering industry has an
industry pension fund, which uses a DC-plan wheterdgning their premiums, this
means that the employers only have to pay the presiiand are not obliged to pay
future contribution (Bpmt, 2009). Therefore the éoyprs do not have to allocate the
pension premiums on the balance sheet, becausathegt share the risks. However if
the premiums are not paid for that period they haviee allocated on the balance sheet.
The pension premium payments have to be allocaearately on the income statement.
The pre-pension/VUT regulations are included in pnemiums employers pay to this
industry pension fund and therefore do not haveetallocated separately on the balance
sheet.
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Termination benefits

This benefit has to be paid when an employer dsesisan employee. This has to be
allocated on the balance sheet, if the employelermonstrably committed to discharge
employees and has a detailed plan to dischargeogegs, which can not be withdrawn.
When this benefit is not paid within 12 month aftee balance period, it has to be
allocated on the balance sheet by using a discatm{IAS 19, paragraph 78).

This all means that different items have to becalted on the balance sheet in a different
way. In general most of benefits that are paidrduthe employment of employees are
allocated for a short period on the balance shidetrefore their impact on the balance
sheet will be smaller. One of the long term itehet have to be allocated on the balance
sheet is the WGA-payment. Depending on number gile@yees that receive a WGA-
payment the impact of this item can be large. TRer&ulation do not necessarily
indicate that the WGA-payment have to be allocatedhe balance sheet. Therefore if
companies in the metal industry are not-publiehsbr a subsidiary company and pay the
WGA-payment to the UWV than it is not obliged tdoahte these costs on the balance
sheet. SME companies can insure these payments ingarance company because it is
profitable. This depends on the WGA-payments thepamies have to make and the
number of employees that will have a chance toivecthese benefits. When these
payments are arranged by an insurance companiyttieea benefits have to be allocated
on the balance sheet. Therefore we will take thEsgments into account when we
determine the different scenarios in chapter ‘addition, the post-employment benefit is
the pension payment that the employers pay for #mployees. This benefit does not
have to be allocated on the balance sheet, bechissarrangement is settled with an
industry pension fund based on a premium obligafidrerefore the company does not
share the risks that arise form this obligationadidition, the termination benefits have to
be allocated on the balance sheet if there israyhach can not be withdrawn.

To conclude, employers have legal obligation depwndn the practices they offer the
employees. Therefore for each company differenttimas will be allocated on the
balance sheet.

The items that we discussed in this chapter willhipglemented in a forecasting model to
show their effects on the long run.
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7. Implication - Forecasting model

In chapter 6 we described the impact of practiceshe financial statement of companies
in the metal industry. The salary of the employisemimost always the highest item on
the income statement of a company that can bebated to the employees. In this
chapter we will combine our findings in a financiatecasting model. We will determine
what the costs and benefits of the (HR) practices amd these will be linked to the
number of employees within a company. We will dgvBdrmulas to forecast the costs
and benefits (for the next five years). These ftasare only applicable to companies in
the metal industry. This will result in a financi@recast of the financial statement of a
company. Finally we show the outcomes of diffesm@narios that are applied to a
fictive company in the metal industry.

7.1 Approach

Before we can make a forecast of the costs anddadalee of a workforce, we have to

determine the changes in the workforce within a gany. Each employee makes costs
that are individual related. The size and workfasctherefore very important to forecast
the costs and benefits of a company.

The workforce structure and size of a company denge because of different causes.
The need for personnel is based on the prospedtseamarket and sales of the company,
on the production method and techniques within mpany and on the structure and
culture of a company (Evers and Verhoeven, 1998 fieed for additional employees
will influence the costs of a company especiallyewta company has a hard time filling
up vacancies.

To estimate the changes in the workforce we fiosiklat the inflow and outflow of
employees. The inflow of employees is defined asrthmber of new employees with a
contract with the company. The outflow of employeesdefined as the number of
employees, whdad a contract with the company but decided to or twdeave the
company. Second, we look at the changes in functiod characteristics of the
employees. When employees change form one funttidhe other, this can have an
impact on their salaries. Besides that, the charatts of the employees, like their age
and time of employment, will affect their terms ehployment. The change in age of
employees can have an impact on the costs of aaomne.g., when employees reach
their 50" year they receive extra leave days. All thesecspeave an impact on the costs
and benefits of the employees and therefore we tavake these aspects into account
when we are developing a forecasting model.

To be able to forecast the changes in the chaistatsrof employees in the company we
will use a technique that is used in the actugmafession to determine for example the
chance that an insured person will die. This ptapeactechnique is based on the Markov
chain theory and makes use of the so called Markatrices. The Markov chains have
mathematical properties that make this techniquealde for projection purposes. A
Markov matrix can be used to calculate the prolighbihat a transition between two
states (for instance function or salary level) widlppen within a certain time. We will
determine the probability that an employee willripain function or salary level and the
probability that an employee will leave the compamya given year. The chance that a
new employee will enter into a contract with thenpany will be calculated in a different
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way. This is shown in a later section.

This forecast model can be used to give an indioatif the gaps that will arise in the
workforce of a company. In addition, we can deteerihe costs and benefits related to
the employing personnel on an individual level @oe employee) and on company level
(for the entire company).

7.1.1 Markov matrix

The Markov matrix functions as follows. First, bdsen historical information, we
calculate what the probability is that an employéechange from one function or salary
level to another and the probability that an emeéwill leave the company. We need at
least two years of historical data to calculateabiial changes in function or salary level
and the outflow of the company. This historicaladet used to calculate the probability
that an employee will change in function and thatytleave the company within a given
year. We estimate this probability by counting thember of employees that change in
function or leave the company and transform thdrmation to the probability that an
employee will change in function. Whemore historical data is availablee will be able

to make a more accurate estimation of the sizechadacteristics of the company and
therefore a more reliable projection of the futwarkforce.

We can develop a Markov matrix for one year witbtdvical data and the probabilities
that employees will change in function or leave ¢benpany. To develop the matrix we
assign a number to the different functions or gdlewels in the company. In the last row
of the matrix we assign the number of outflow. hmstway we can determine the
probability that an employee in function 1 will gten function 1. This will be denoted

asp,,, in formula 02. In general, we will dengbe for the probability that an employee

in leveli will transfer to leve|. The final row shows the probability that an emgleyn a
certain function will leave the company.

This set of chances will be put in a matrix asdof:

pll p12 ' ' R pln
p21 p22 :

M=| : b ; (02)
pnl pn2 " " -t pnn

M denotes for Markov matrix with the probabilitipghat an employee will change in
function or salary level. The in the matrix denotes for the last row in the mafrhis
matrix determines the probability of changes withicompany for in a given year. To
forecast 2 or 3 or even more years ahead we hanuiliiply the Markov matrices. We
did this to calculate the probability that employeéll change in function or salary level
from 2007 to 2009. This is shown in formula 03:
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pll - pln pll - pln
MxM = : S :
pnl e pnn pnl e pnn
p11p11+ p12p21+"'+ plnpnl p11p1n+"'+ plnpnn

(03)

pn1p11+"'+ pnn pnl pnlpln Tt pnnpnn

We used this formula to calculate the probabilitieat an employee will change in
function or leave the company in 2009. We assuraettie probability that employees
will change in function or leave the company withys the same. This formula can be
used to make a transition between two years. Muyitig the result oM x M with M we
can forecast the size and characteristics of thefaae in 2010 etc. This information
makes us able to forecast the size and charaaterst the workforce of a company
(Maassen, 2005).

For example: Suppose that the company has fouerdiit function groups whe
function group 1 is the lowest and function grouig thehighest in the organisatior
structure. Besides the function groups there i3 atsoutflow chance. The probabil
that an employee will flow out of the company igamined per function group. T
probability that one employee will change from doactions and flow out of th
company is determined by the transition from omefion to the outflow ‘function’.

Suppose that we have found that on average 8%l dhe@lemployees in functic
group 2 move to function group 3 in one year and @%all enployees in functiol
group 3 will leave the company in one year. Nowpage that employee X h
function group 2 in 2008 and we want to forecast phobability that this employs
will work flow out of the company in 2010.

First of all, employee X hasmobability of 8% that he/she will be for 8% in fition
group 3 in 2009. Since 9% of the employees in foncgroup 3 will leave th
company, employee X will leave to company in 20410 f

8%x 9% = 0.7%

7.1.2 Application

We will calculate the probability that employeedlwhange in function or leave the
company by using the Markov matrices. The inflowneiv employees within a company
is calculated in a different way. The reason fangs different method to calculate the
inflow of employees is because we do not know hoanynemployees will be hired.
Without knowing how many employees will be hired ganot estimate the chances that
these employees will start in a certain functiore ¥én determine the probability that an
employee will chance from outside the company fatationj, but we do not know how
many employees we have to sub-divide into the nawetfon group. To determine that
number we will use a different method. The mostongnt factor that influences the
inflow rate of employees within a company is thedef new employees within the
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company. Besides that a company has to attractemgployees to fill up their vacancies.
How fast these vacancies will be filled up depeadsecruitment and selection policies
of a company, the image of the company and thectteness of the industry and
function within a company etc. (CNV, 2007). Each tbiese factors will not be
individually included in our formula, because theiffects are very hard to measure. But
the inflow rate found in the historical data iseafied by the same factors because these
factors are partially included in the current infloate of the company.

To forecast the inflow rate of a company we useaVerage inflow of employees within
the last couple of years. We will only use theawflrate of the years that do not deviate
too much as an indictor for the future inflow. Ugimflow rates that deviate too much
may cause a less reliable forecast because thatdeévinflow can be cause by other
factors (a take-over) than factors that normalfg@fthe inflow rate (growing sales). We
assume that a company needs employees for twonea49 to fill up new functions that
are created by the company because of growth @3 sald (2) to replace employees who
left the company. Adding the two reasons one caectst the number of employees that
will be needed in the future (when the companyrasving). We assume that the number
of employees that flow in the company will be a¢ ttame amount as found in the
historical data because we do not know that grawtklack the company will make in
the future. We assume that the same developmeitbwilforecasted in the future.
Therefore we will forecast the same inflow ratel wilirsued. This means for example
that we do not take the effects of the financiaisrinto account. The financial crisis may
influence the need for new employees within the gamy in a negative way. One can
choose to take these effects in to consideratidriiai will mean that more assumption
have to be made. What kind of effect will the fiogh crisis have on the inflow and
outflow of an industry/company? These aspects Widlle to be answers for each
company individual and we will need more informatithan the quantitative figures of
the company over the last couple of years theref@edo not take these aspects into
account.

The outflow rate of a company is determined by factors. First, the probability that
employees will leave the company, calculated using Markov matrix. In this
percentage we have excluded the employees that teewcompany because they reached
their VUT or pension age. Second, the number ofleyees that reach their VUT or
pension age will flow out of the company. We chase to include the employees that
left the company because they reached their VUpemsion age in our Markov matrix.
Because the chance that employees will leave aioetével or function is then
influenced by the employees that anyhow will letheecompany by which the chances is
not influenced by the level or function they arerkwog in. This would that caused a bias
in our outcomes.

7.1.3 Forecast period

The forecast period determines the reliability g butcomes of the financial figures. In
our example we calculated the financial figuresfiee consecutive years. To show the
effects of the HR practices on the size of the camypworkforce and the financial
statement we will show a forecast of more than pe&. A Forecast of the financial
figures for a long period will decrease the reliigpiof the figures, because most of the
figures are based on the assumption that the ecpmalhrcontinue to grow. Therefore in
our calculation we assume that the financial figusdl increase in the same way as they
did in the last couple of years. The CPB projecdadeconomic growth of 2% for the
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years 2008 until 2011 (CPB, 2088)This growth indicates that the economic will grow
in the same way the last couple of years. The ticstiodata of the company used in the
scenarios has a growing pattern in the last coaplgears which will continue if we
really on the CPB figures. If we assume that themtn rate will continue for a longer
period then estimated by CBP, our results will ésslreliable. Therefore we chose to
forecast the financial figures for five year. Oimas not to exactly predict the costs and
added value of the employees within a companyphutgoal is to develop a model that
is able to give an indication of the changes inwwekforce in different scenarios, in
which we can show the effect of different HR preesi on workforce. A forecast of the
workforce over a period more than five years wilMegan indication of the future size and
characteristics of the workforce, e.g., of the nambf employees within a certain
function, which can help employers to make certiisions for the future. But these
outcomes will not have any value because the ecgnsmhanging fast. Therefore we
will make a forecast of 5 years based on the fatecede by the CPB [this was before
the CPB estimate the large impact of the financieis on the unemployment rate and
economic grow, as described in chapter 1]. Our isdable to forecast the effect of the
zero increase if needed or forecast a negative tgrdiwked to the financial figures.
Besides that we can manipulate the inflow and owtffigures to forecast a slacking
workforce of a company. These outcomes first havbda based on good assumptions.
Therefore we will use the above mention growth he £conomy to assume that the
company will continue to grow in the same way asfevand in the historical data of this
particular company.

7.2 Financial statement

The financial statement consists of two differaatesments the income statement and the
balance sheet. The effect of the HR practices esetltwo items will be described below.
To develop a forecasting model we have to relatesthployee related costs and benefits
in a company to the Markov matrices. First we iiscribe the effects on the income
statement and second on the balance sheet. Thetsearwl benefits are determined for
companies in the light engineering industry. Tightliengineering industry and the large-
scale metalworking and electrical industry havehesdividual CAQO’s therefore we
chose one of these sub-industries.

7.2.1 Income statement

We will first define the costs that are employekted. In addition we will describe the

benefits that are employee-related. We will firssctibe the formulas to determine the
costs and benefits for each individual employeesaabnd for the entire workforce. This
way our calculation will be more transparent.

Costs

One of the most important costs of an employeeistef his salary, his vacation bonus

and his end year payment (verbinden-online, 20@&mployees are absent because of
sickness, they will be paid during their absend®atimeans that the company has to pay
employees while they are not active for the compahg same holds for additional leave

days for older employees since their number ofdedays increases. In this section we
will describe the formulas used to calculate thetsthat a company that are linked to the
employeesThe impact of HR practices will be shown in a laection.

%2 This figure was calculated before the financiasisr therefore we do not know to what extend we ca
rely on this figure.
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Salary costs

The salary of employees within the metal indus$ryeicorded In the CAO arrangements.
The function-groups employees are working in arairthears of employment determine
their salaries (COA, 2008). In 2006 and 2007 tHargaf employees in the Netherlands
increased on average with 2%. In the metal indugitey salary of the employees
increased in 2006 with approximately 1.4% compdpe@005 and in 2007 with 1.7%

compared to 2006 (CBS, 2008). In 2008 the salatwdsal increased with 3.5% and will

increase in 2009 with 3%. On average this meant dalaries in the metal industry

increased in the last 3 years with approximately B¥cause our forecast will start in
2007, we will use the increase of 3.5% for 2008 andncrease of 3% for 2009. For the
years after that we will use the average increas®@ We will use this percentage to
forecast the future salaries of the employees ennitetal industry. This percentage is,
e.g., equal to the increase of CAO-salaries anllidies a correction on the salaries for
one year (CBS, 2008). The following formula canused to forecast the salary of an
employee in the future:

S =S°(FYE) x @+r)'x (L+pr) (04)

With t we define the years that have to be forecasted.the number of employees.
Year 2007 is assigned ‘0’, 2008 is assigned 1 letour ‘salary-formula’ we use the
salary rate of 3.5% for 2008 3% for 2009 and frodi@ and onwards we use a rate of
salary increase of 2%. To determine the salaryncgraployee we look at the probability
that an employee is in a certain function scale #mel years working in his/her

function(FYE' ). Multiplying this with (L+r)"gives us an indication of the salary of one
employee in a certain yearS(). S’is the salary in 2007. The social premium the

employer has to pay of the salary is denoted aprj1Pr refers to the total premium the
employer has to pay on the salary of an employbe.pfemium we mention here are the
WW premium, WAO/WIA basis premium, WAO/WIA differgated premium and the
ZVW premium for each individual employee that arpéoger has to pay.

Stotal = i St X plt (05)

Multiplying salary S' of the employee with the probability that an enyplep will still

be employed within the company will make use abledtimate the total salary payment
of one employee. The probability that an employed stay in the company is
determined by the same way as shown in our exammplé.1.2. If for example an
employee has a probability of 0.2 % that he/sheoisemployed with the company in
2009 this has to be excluded of the salary costerefore, we multiple the salary of the
employee with the probability that the/she worksigertain function. The denotes the
number of employees of that particular year. Byiagl@ll the costs for all the employees
we are able to indicate the total salary costdélfercompany for one year. This is defined

in the formula as, ., .

Pension costs

The pension costs for one employee depend on the/ sd the employee. This indicates
that the total pension costs of a company changerakng on the total salaries of the
employees. The number of employees within the compps: therefore important. This
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tells us that we have to link the pension costhéoemployees within the company. In
chapter 6 we explained which factors influencepéesion payments of an employer and
we showed the pension formula for 2008. This foamsigiven below.

06)

o (Sf'™' - 14520 x0.252x Part%x 050 if Sf'™ <70809
' (56,289x0.252+ ((Sf'™ — 70,809 x 0.167) x Part%x 050 if Sf'™ >70809

PC'™denotes the total pension costs for yeaBfi=* defines the full-time salary of that

employee and théart% part-time percentage of an employee. The penmiemiums
differ in time and are calculated each year by @sypa fund. For 2008 we will use the
above formula and for future years formula (06)e Tfremiums in formula (07) are
determined, by the pension fund of the metal andrigue for 2009 (Bpmt, 2008).

07)

Dot = (Sf' - 15004 x0.273x Part% x 050 if Sf*? <73287
(58,283x 0.273+ ((Sf' —73287)x0.177))x Part%x 050 if Sf*? > 73287

PC'is the pension cost for one employee for a cestaar. If the salary of an employee

is lower than €73.287.- the pension premium will 3% of total wage minus the
franchise of €15.004.- of an employee calculatedHat year. The employer pays at least
50% of the total pension costs and the employeexdamum of 50% of the total costs. In
our formula we assumed that the employer pays themam of 50% which they have to
pay according to their CAO agreements. Thereforenutiply the salary and premiums
with 0.50 (Bpmt, 2008).

PCua =2 PC'x pf (08)
i=1

Multiplying thePC/ of one individual employee with the probabilityatthe/she will be

employed by the company in a certain yepf)(we are able to give an indication of the

total pension costs of one employee for one yelae. tbtal costs of the company can be
calculated by adding all the individual pensiontso3hen denotes the total number of
employees that year. Formula (08) gives the fornfioiahe total costs of the company
for one year.

Absenteeism costs

A forecast of the rate of absenteeism of employeikin a company will give an
indication of the costs that a company has to mtken replacing absent employees. The
rate of absenteeism of one individual is calculdtedlividing the number of absent days
by the number of calendar days in that period. un aase the total number of calendar
days is 365 days for 2008.

But how can one forecast the rate of absenteeismanoemployee for the future?
Depending on the information that is available oae see a pattern of the absent days of
an employee. One can not apply a growth rate terabsism rate when one forecasts the
rate of absenteeism, because the rate of absente¢ia company will not continually
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grow. Therefore we will use the rate of absenteas$the last year to forecast the rate of
absenteeism of an employee. We use the followingia to make that forecast:
fre @-fHx (A7)

A= A x (09)

A denotes the rate of absenteeism of an individugll@yee. A is defined as the rate

of absenteeism of an employee in 200&.°) is the average rate of absenteeism of the

company used in our scenariok.is the factor used in this formula. This factobased

on the following correlation. To make this correat we used information from a
company in the metal industry with approximately0 28mployees. We will use this
company to show different scenarios in paragrag@h The following correlations are
found for that compariy:

Correlations

Amount of
absent days 2005

Amount of
absent days 2006

Amount of
absent days 2007

Amount of absent days
2005

Pearson Correlation
Sig. (2-tailed)
N

1.000

258

.455**
0.000
192

371
0.000
177

Amount of absent days
2006

Pearson Correlation
Sig. (2-tailed)
N

A455**
0.000
192

1.000

235

.526**
0.000
167

Amount of absent days
2007

Pearson Correlation
Sig. (2-tailed)
N

371
0.000
177

.526**
0.000

167

1.000

221

** Correlation is significant at the 0.01 level(2-tailed).

Table 1: Correlation of absent days in 2005, 20662007

In the figure above is shown that the number oeabdays of an employee in 2005 has a
higher correlation with the number of absent dayaroemployee in 2006 than with the
number of absent days of an employee in 2007. Tétvereve assumed in our formula
that the rate of absenteeism of the employees partially dependent on the rate of

absenteeism of 2007 for one individual employee padially dependent on another
factor. We use the average rate of absenteeisrheokmtire company for this factor.
Thef is the factor that determines the part that dep@mdthe rate of absenteeism of an

individual employee.

With the following formula we calculate the factby which the correlation of the
absence rate decreased:

[oot) =

Dividing the two correction gives use an indicatmfrdeclining relationship between the
individual rate of absenteeism and that the averatgeof absenteeism. We assume that
each forecasted year the correlation between ttee alaabsenteeism in 2007 and the
forecasted year will decrease with is factor fos particular company. That is the reason
why we divided correlation 2 by correlation 1. Withis information we made the
following formula to estimate the rate of absergsefor one individual employee in this
company:

corrzj

0.371) ~08
corrl

0.455

%3 We used the same data of his company to foreféestent scenarios in paragraph 8.5
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‘= AT x 08+ (@1-08)x (AT (10)

The rate of absenteeism of that individual will lees dependent on their own rate of
absenteeism of 2007 depending on the years whatbeilforecasted. Therefore we

implemented the0.8' and the (1- 0.8') in the formula. By filling in the' with for

example 2 (a forecast for 2009) the rate of absésite of an individual we be more
dependent on the average rate of absenteeism obthpany in 2007 than their own rate
of absenteeism in 2007. TH&8 used in this formula is only applicable to thésticular
company. When forecasting the rate of absenteesneriployees in another company
one has to determine this factor, as shown abavin&b particular company.

The costs that arise from absent of employees wecalled costs of absenteeism. The
costs of absenteeism of an individual employee lmarcalculated by multiplying their
rate of absenteeism and their salary. Andriessedij&(2003) calculates the costs of
absenteeism of a company by multiplying two timésctbr) the salary costs of an
employee that becomes absent. This factor carr diiien company to company, because
one has to include the replacement costs andrdsbour productivity in their formula.

In our case the salary of the employee that isrdgldsencluded in the salary costs. We
assume that an employer is not going to pay acepiant employee the same amount of
money as the absent employee if the labour prodtictf that employee is lower. But in

a tight labour market an employer can not easipyaee absent employees and therefore
has to use other alternatives or pay more for #macement employee. When the
company is not able to replace an employee (ordésanot to) it has to face a production
loss. If the employer decides to replace the engdpye can accomplish this by asking
their employees to work overtime or by hiring alaggment employee. The overtime
payment in the metal industry differs between 0.788d 1.12% of the monthly salary
of an employee (CAO, 2008). This means that overtimill cost employers
approximately 1.3 times or 1.8 timiéshe hourly wage for one employee. The production
loss that will be caused when the employer decidgso replace the employee differs
between companies and is partially dependent ofuticion of the employee within the
company. We do not know what the production losk ke, but we know what the
overtime costs are, because of this we will useatlegage overtime costs as replacement
costs. We chose to use a replacement factor thlag¢tiseen the 1.3 and the 1.8. Our
replacement factor is 1.5. The following formulaused to calculate the absent costs for
one employee:

Ac = (A xRf)x & (11)

Ac' is the absent cost for one employ&e. x Rf is the rate of absenteeism multiplied
by the replacement factor of 1.Rf denotes the replacement fact@. are the salary

% A lower percentage (0.607) is indicated in the CA®is percentage only applied to the employees tha
have to work on a holiday and will receive in tlzange week a day off. Because they do not replacer oth
employees but themselves we did not include thisgrgage (CAO, 2008).

% For example if the gross wage of an employee %481 a month, a month has 4,29 weeks (30 days/7)
and if the employee will work each week 38 hoursihe will work (38 x 4.29) 163.02 hours each month.
Dividing the €1743.- by the 163.02 hours will giga indication of the salary cots for each hour (620
each hour). The overtime costs for each hour véllbetween €13.59 (0.78% x € 1743.-) and €19.52 for
each hour (1.12% x €1743) (CAO, 2008).
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costs of an individual employem our absent formula we did not take into accdbat
employees who are two years sick and will receivihat same period a total of 170% of
their salary. In our formula each employee willawe their total salary.

The higher the rate of absenteeism of an empleyde a high salary, the higher the
absent costs will be, because we link the ratebstmteeism of one employee to their
own salary. This will influence the total absenstsoof a company.

AC:otaI = i 'A‘Cit X plt (12)

i=1

The total absent costs of a company is calculayeddaling the entire individual absent
costsAc and multiplied by theip/. Thep; denotes the probability that an employee is

still active within the companyThe n denote the number of active employees within the
company. Adding all these absent costs up will ghee total costs the company has to
make.

Leave days

The number of additional leave days for older eiypés is recorded in the CAO
agreements. The additional leave arrangements emerided in chapter 4. Employees
who are older than 50 years old are entitled tedHeave days. Those employees have
the right to use more leave days compared to yausmg@loyees. As a result companies
have to make additional costs to replace these@mes when they are on leave.

The formula that we use to estimate the costsai®linked to the additional leaves is as
follows:

(15/228)x Rf 102'xS' if 50years< age <55years

(2/228)x Rf 102'xS' if 5byears<age <575years

(35/228) xRf 102'xS' if 575years<age <58years

(5/228)x Rf 102'xS' if 58years<age < 60years

Lc/ =4 (6/228)x Rf 102'xS' if 60years<age < 6lyears @3
(65/228) xRf 102'xS' if 6lyears< age < 62years

(7/228)x Rf 102'xS' if 62years<age < 63years

(75/228) xRf 102'xS' if 63years<age < 64years

(8/228)x Rf 102'xS' if 64years< age

The additional leave days that an employee isledtito, depends on the age of the
employee. The last column in the formula denotesattje categories. Depending on the
age of the employee a formula has to be appliedt Epolumn in the formula, e.g.,

(1.5/228), shows the percentage that an employemn itfeave. 1.5 is number of the

additional leave days that employees between 50 5ngears receive. 228 are the
number of work day$ in one year. By multiplying this with the replacemt factor Rf is

% We calculated the number of workdays by countirgwork days in one year (52x5=260) minus the in
the CAO arranged number of vacation days (26 daysthe light engineering industry) minus the
compulsory holidays in one year (approximately gsjla
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1.5), the salary of the employee and the salarsease of 1.02 each year will give an
indication of the leave days costs.

The total additional leave days of an employke' | has to be multiplied by the chance
that an employee will stay active within the compép! ).

Lcttotal = z I-Clt X plt (14)
i=1

We can determine the total additional leave daygs$scior the company by adding all the
leave days costs of all employeesdénotes the number of employees)Lq,.,, denotes
the total costs that companies make for the additieave days.

Benefits
We express the added value of the employees idath@ur productivity they realise.
Therefore we will describe the labour productivilymula in the next section.

Labour productivity

We assume that the labour productivity of all ergpks in a company in the metal
industry has the same value. One of the reasonsmghyake this assumption is that we
only have the average labour productivity of an lxyge in the metal industry. In reality
not all employees will produce the same added valraployees that work in the
production process can have a higher added valueh& company compared to an
employee who is working in the cafeteria of the pamy. Besides that, the employees
that are receiving a higher wage could have a higii®ur productivity. But is this really
the case? Because we can not determine which eegkgcounts for which part of the
total added value we can not determine what thecgdlue of each individual employee
is. Therefore, since the added value of each iddali employee is not known, one can
use the following formula to calculate the labotomguctivity of their employees.

LP'=GM _FTE "x FTE%™ x (1+r )" (15)

The labour productivity of the employees is caltedaby dividing the gross margin
(sales minus sales costs) by the total fulltimehedants (FTES). This will give the gross
margin per FTEGM_FTE) In this formula t=0 denotes 200Vo determine the labour
productivity of one employee we have to correctlgimur productivity to their FTE% in
2007. Because we can not forecast the FTE% of grogee, we assume that it stays the
same as in 2007. Another assumption that we hawelke is that the labour productivity
will increase each year by 2%. Thelenotes the growth rate of the labour productivity
This way our model will stay consistent with théasg increase we applied on the salary
of each employee.

To calculate the total labour productivity of thengpany one could use the following
formula:

LR =D LR x pi (16)
i=1
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In the way we calculate the labour productivitytie formula (15) we did not take into
account the probability that an employee will lettve company and will not added value
to the labour productivity of the company. Therefan formula (16) we multiply the

labour productivity of each individual employee d&d by LP' with the probability that

an employee will still be active within the compaii¥iis is denoted by’ . Then denotes

the number of employees. We are able to give thal tabour productivity of the
company, adding up all the individual labour pradates multiplied with the

probability that an employee will stay within thencpany. This is indicated P, .

HR- practices

Companies implement HR practices for different oaasin their company. Companies
can for example implement HR practices because thayhave an added value to the
company. Companies will get an impression of thdeddvalue of HR practices by

determining the effects of HR practices on therfaial performance of the company.

During this study we were not able to determine adlded value of the HR practices.
Therefore we can not determine the quantitativece®f HR practices cause a lower rate
of absenteeism or a higher labour productivity.

7.2.2 Balance sheet

In chapter 6 we described which financial obligasidnave to be allocated on the balance
sheet. We distinguished four main categories whieh short term benefits, longer term

benefit, post-employment benefits and terminatiendfits. Public listed companies have

to allocate employees’ benefits on the balancetsireenon-public listed companies may

allocate these costs by the following regulations.

Most of the employees’ benefits that occur duringplyment have to be allocated at the
moment they occur. Short term items have to becaléml on the balance sheet without
using a discount rate. Items that have to be dkacare salary and premiums, bonuses
and vacation payments. We explained in chapter &wdompanies have to allocate the
short term benefits on the balance sheet. We gtatecompanies may allocate, e.g., the
salary payment at the moment when it is a liabtityexpense. Employer have therefore
allocate payables for the period that the servicth® employees is not been paid. We
assume that in our scenario this is not the caddhaat all employees are paid on the day
that the balance sheet is determined.

One of the long term benefits is the WGA-paymemidbiés. If a company is public-listed

then they have to allocate these benefits on thenba sheet. When a company is not-
public listed than they may choose to allocate éhbsenefits on the balance sheet.
Employers have to allocate the WGA-payments ofr tegiployees on the balance sféet

at the moment that an employee receives a WGA-palyriiée amount on the balance
sheet is calculated as the present value of futagenents to employees who receive a
WGA-payment. The employer has to pay the WGA-payngnan employee for 10

years. Therefore the future payments have to loeakd on the balance sheet for that
period. We calculated the present value of theréupayments for the company that is
used in the scenarios. Based on the characterattb® company, the average amount of
the present value related to the inflow in the Wi{SAestimated. This amount has to be

3" The company can insure itself for the risks thatlmked the disability benefits. Depending on kired
of insurance they do not have to allocate thesefiisron the balance sheet.
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allocated on the balance sheet for each year.

An example is presented in figure 9:

WGA-payment on the balance sheet

35 4
30 1
25
20 1
151
10

2008 2009 2010 2011 2012

Years

WGA-payment

Figure 9: Example WGA-payment on the balance sheet

The company does not have any liabilities regardimgWGApayment before 200
The first employees will receive their WG#ayment in 2009. Therefore the comp.
has to allocate the present value of the futurelpl@g on the balance sheet for
employees in 2009 (for a period of 10 years). Afiter allocation this amount slight
decreases because the employer has to pay the pég@Rent of the employees the
WGA-payment at that moment. This is shown in figuréffer 2009 the amount «
payables slightly declines and than increases 02 2010 we determine the n
WGA-payments for the employees that receive a Wiagment and allocated tf
present value of the future payables on the balaheet (this is approximately 0.2¢
of the salary costs when the salary costs willestaé same). This amount has tc
allocated on top of the amount that is allocated?fi®. We made the assumption
the allocation of the WGA-payment for the yeare@010. The WGAzayment is
forecasted on the assumption that the number ofcgmgs that will receive a WGA
payment will state the same. Therefore a slightlisecof emploges within the
company will not affect the WGAayments that the company has to pay. This ir
that the WGA allocation on the balance sheet iroail forecast scenarios will be 1
same.

The pension payments to the employees do not lwabe allocated on the balance sheet.
The companies in the light engineering industry larked to an industry pension fund
and they only have the responsibility to pay thenpum to the fund. Therefore
companies do not have to allocate the pension patyorethe balance. The same holds
for the company used in our forecasting exampleaddition the termination benefits
have to be allocated on the balance sheet. Toaddldbese benefits to the balance sheet
the company has to have a plan to dismiss employbeh can not be withdrawn. We
can not predict this chance because we do not khow many employees were
dismissed in the past. Therefore we will not tdke into account.

7.3 Application on Company W — a case study

In this section we show the effects of the (HR)cpcas on the income statement of
Company W. Company W is active within the metalistdy and will be used as a fictive
company in this thesis to show the effects withim scenario forecasting model. Firstly
we describe the main characteristics of the compdimgse numbers will affect the
forecast of the company and therefore have to Iseridbed. Secondly we give four
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different forecasting scenarios of the workforcehd company to give an indication of

different effects. These scenarios will affect yfoeinger as well as the older employees
within the metal industry. In the case studies werbt determine a difference between
the rate of absenteeism and labour productivityoafnger and older employees. During
the case studies we found that the companies dide®oa (large) difference between the
rate of absenteeism and labour productivity of olaled younger employees. Besides
that, HR practices are not only implemented fornger or older employees but for all

employees. Therefore we show the effect of the HRtes on the total workforce.

7.3.1 Company W

Company W is a company that has been active wilnmetal industry for a long
period. Based on three years of historical datanvaie our forecast. We discriminate
four different function groups within the companihe four function groups are: the
production employees (the employees who are dewgjothe main product), the
supporting staff these employees work in the suppgpdepartments (e.g. the sale and
R&D department), the management staff and traindéeseach function group the
employees are divided into groups depending onr thalary. As a result we can
determine the transitions of the employees from graup to another group. These
results are used to make our Markov matfiteBhese transitions influence not only the
changes in function within the company but alsortbmber of employees that will flow
in the company and the number of employees that dat the company. In table 11 a
summary the historical data of company W is shown.

2005 2006 2007
Production employees 180 182 203
Supporting staff 83 79 71
Management staff 15 13 11
Trainees 3 8 0
Total workforce 281 282 285
FTE % 96% 96% 95%
Absentieesm % 7.6% 6.7% 6.0%
Average age 42 42 43

Table 11: Historical data number of employees Camyp/V

The historical data shows that the company hahktsfigrown in the last couple of years.
The number of management employees decreasedlyslaggid the number of trainees
dropped to zero. The average rate of absenteeishe @ompany changed from almost 8
% in 2005 to 6% in 2007. What caused this decrsaseknown. The labour productivity
that we used is €80,000.- based on the averagmidgtroductivity within the metal
industry (Onderneming, 2009). The average ageetthployees is 42 years in 2007. In
each forecast we show the figures of 2007 to sHmvgrowth or slack in costs and
benefits. The historical data however show that rfhenber of employees increased
slightly in the last couple of years. Besides tlatcan see that the number of trainees is
0 in 2007. The characteristics of the employees floav in to the company are
determined by the characteristics of the employkasflow in to the company in 2007.
Because this number is 0 and employees from otimetibn groups do not flow in to the
trainee function group the number of trainees infotecast stays 0. The Markov matrix
continues the trend of the last come of years, umghe number of trainees decline in

% We used the four function groups in our matrix d&xexe the total number of functions within the
company is divided in approximately 70 differenbdtion groups. This number this to high to useun o
matrices, therefore is alternative is chosen.
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2007 compared to 2006 there are no trainees in.2008

We use four different scenarios to show the polés#si of our model. We show the
effect of the employee-related costs and effectd®fpractices on the income statement
and balance sheet. These figures depend on theamwhbmployees in our forecast and
therefore we will show in a summary the changabéworkforce. In scenario 1 we start
with the assumption that Company W will not hire pboyees. Companies can face
problem because they can not hire employees orubectheir sales decrease and
therefore the can decide to not hire any emploj@ea certain period. Therefore we will
show what kind of effect not hiring employees wilve on their workforce volume and
on their financial statement. These effects arevahia scenario 1. In scenario 2, 3 and 4
we do not change the turnover rate of the comparhych means that the inflow and
outflow will occur based on historical data). Wdlwirst show scenario 1 and 2 and then
compare both these scenarios to get an indicafitimoeffect. Scenario 2 is our starting
point that will be used to show the impact of HRgtices on the financial statement of
companies. These are shown in scenario 3 and 4.

To determine the employees that leave the companysed the retirement age of 62
years. There is a transitional arrangement whetiedyemployees can retire before their
65" year. Until 2010 employees will retire by their.Bears. Employees will retire by

the age of 61 in 2010 and for the years after 206&0retirement age will move up with

two months each year. These aspects are takeadotwnt in this forecast.

7.3.2 Scenario 1

In this scenario we make a forecast of the findrfagares ofthe company. We do not
change the normal outflow of the company but imerfwith the inflow rate of the
company. The inflow will be zero. When no employe&s$ entire the company this will
have an impact on the size and the average chastickeof the company.

2007 2008 2009 2010 2011 2012

Production employees 203 199 195 192 188 184
Supporting staff 71 64 57 51 46 42
Management staff 11 10 8 7 6 6
Trainees 0 0 0 0 0 0
Total workforce 285 272 261 250 240 231
FTE % 95% 95% 95% 96% 96% 96%
Absenteeism % 6.0% 6.0% 6.0% 5.9% 5.9% 5.9%
Average age 43 44 45 46 47 48

Table 12: Forecast scenario 1 number of employedsferent function groups

Table 12 shows that the number of employees witlide within the company. The
numbers of employees that flow out of the compamyim all the function groups in the
same proportion. Furthermore the average age ottigloyees are increasitig This
indicates that the number of employees that wakthetheir retirement age is increasing.
This can cause problems for the company because Wik be less employees that can
replace these employees. The total number of erapkis dramatically decreasing. The
company has to be aware of the fact that theyamied know-how within the company.
If the employees that leave the company can nat fhesr knowledge on to employees
that will replace them, their know-how will be lo#t addition, a decrease in the number
of employees will have a negative effect on thalt@roductivity of this company.

% In appendix 3 we included an age distribution dferyears for scenario 1.
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Besides that a decrease in the number of emplay@ehave a positive effééton the
labour costs employers have to make. These castsharv in table 13.

2007 2008 2009 2010 2011 2012
Salaries and Premiums € 8,665,938 € 8,472,615 € 8,273,016 € 8,024,641 € 7,805,012 € 7,609,707
Costs of absenteeism € 777,373 € 759,550 € 740,072 € 715,872 € 694,265 € 675,025
Costs of additional leave € 342,077 € 329,598 € 318,709 € 309,141 € 300,680 € 293,156
Pension costs € 1,638,926 € 1,577,035 € 1,523,141 € 1,475,889 € 1,434,199 € 1,397,210
HR costs € - € - € - € - € -
Total costs € 11,424,314 € 11,138,797 € 10,854,938 € 10,525,542 € 10,234,156 € 9,975,098
Total costs 5 years € 52,728,531
Total LP € 21,745,360 € 21,211,573 € 20,731,383 € 20,296,587 € 19,900,647 € 19,538,353
Total LP 5 years € 101,678,542
Based on FTE 2007 2008 2009 2010 2011 2012
Salaries and Premiums € 30,407 € 31,109 € 31,720 € 32,069 € 32,459 € 32,888
Costs of absenteeism € 2,728 € 2,789 € 2,838 € 2,861 € 2,887 € 2,917
Costs of additional leave € 1,200 € 1,210 € 1,222 € 1,235 € 1,250 € 1,267
Pension costs € 5751 € 5790 € 5840 € 5,898 € 5965 € 6,039
HR costs € - € - € - € - € - € -
Total average costs € 40,085 € 40,899 € 41,619 € 42,063 € 42,562 € 43,111
Awverage LP € 76,300 € 77,884 € 79,486 € 81,111 € 82,763 € 84,442
Balance sheet /WIA € - € € 81,823 € 85,148 € 95,746 € 106,490

Table 13: Income statement Scenario 1

In table 13 we determined the financial forecaselaon the assumptions above. First we
denoted the total costs and benefit of the empkowee second the costs and benefits on
individual basis. The total labour productivity thie employees is denoted by LP. One
can see that the figures of the total labour prodilg of the employees are slightly
increasing. This can be attributed to the growtke v@e applied on these figures. There
are no HR costs included in scenario 1, becauselidvenot implement additional HR
practice within the company. While the total labaosts are slight declining while the
allocation on the balance sheet is increasing. thrs be assigned to the increasing
amount of WGA-payments in the future. If we congptire total costs over 5 years with
the total LP over 5 year will can see that we caamtbhat the total costs of the company is
50% of the Labour productivity.

7.3.2 Scenario 2

In this scenario we apply the same assumptions 8senario 1. But now the inflow rate
will be forecasted in the same way we found inhis¢orical data.

2007 2008 2009 2010 2011 2012
Production employees 203 221 239 257 276 295
Supporting staff 71 64 57 52 a7 43
Management staff 11 10 8 7 6 6
Trainees 0 0 0 0 0 0
Total workforce 285 294 304 316 329 344
FTE % 95% 96% 96% 96% 96% 97%
Absenteeism % 6.0% 5.7% 5.4% 5.2% 5.1% 5.0%
Average age 43 44 44 45 45 45

Table 14: Forecast scenario 2 number of epagle in different function groups

In the table above the number of employees for éawmttion group is showh One can

4% However this decrease can have a negative impatteocompany when the economy is improving.
This will mean that the sales growth and the corppaiti need more technique skilled employees.
“!1n appendix 4 we show a table that shows the deveént of the workforce using a wider format.
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indicate that the decline of employees in the supmp departments is shown. The
employees in the production department on the oftaed are increasing. The total
number of employees within the company will inceeaBhe number of employees that
are hired during the years that are determineddbasdhe growth in the historical data.
The same growth within the workforce is will conten We can see that the rate of
absenteeism of the company is slightly decreasiig rate of absenteeism of each
employee is slightly transferred to the average odtabsenteeism of the company. This
is a fixed number therefore if no employees wide the company or will flow in to the
company the average rate of absenteeism will dt@ysame. But now the rate of
absenteeism of the company is declifiingiVe can explain this by two approaches. First,
the employees that flow in the company have receitree characteristics of other
employees that start working in the company in 20Dthese employees have a lower
rate of absenteeism this will mean that employéed flow into the company will
automatically also have a lower rate of absenteelms will eventually decrease the
average rate of absenteeism of the company. Ousndeexplanation is that the
employees that leave the company have a higheofatesenteeism and when they leave
the company, the average rate of absenteeism agm @&ut, what effect do these
outcomes have on the financial figures of the camgpdn table 15 we show the financial
statement that is linked to scenario 2.

2007 2008 2009 2010 2011 2012
Salaries and Premiums € 8,665,938 € 9,163,759 € 9,638,944 € 10,044,178 € 10,562,511 € 11,080,775
Costs of absenteeism € 777,373 € 778901 € 775951 € 786,540 € 806,467 € 826,599
Costs of additional leave € 342,077 € 357,426 € 374,384 € 392,603 € 416,653 € 441,801
Pension costs € 1,638,926 € 1,708,187 € 1,780,447 € 1,853,492 € 1,948,583 € 2,042,342
HR costs € - € - € - € - € € -
Total costs € 11,424,314 € 12,008,272 € 12,569,726 € 13,076,813 € 13,734,215 € 14,391,517
Total costs 5 years € 65,780,543
Total LP € 21,745,360 € 22,925,173 € 24,153,071 € 25,499,130 € 27,132,206 € 28,975,068
Total LP 5 years € 128,684,648
BASED ON FTE 2007 2008 2009 2010 2011 2012
Salaries and Premiums € 30,407 € 31,132 € 31,656 € 31,767 € 32,077 € 32,238
Costs of absenteeism € 2,728 € 2,646 € 2,548 € 2,488 € 2,449 € 2,405
Costs of additional leave € 1,200 € 1,214 € 1,230 € 1,242 € 1,265 € 1,285
Pension costs € 5,751 € 5,803 € 5,847 € 5862 € 5,918 € 5,942
HR costs € - € - € - € - € - € -
Total average costs € 40,085 € 40,796 € 41,282 € 41,358 € 41,709 € 41,870
Average LP € 76,300 € 77,884 € 79,324 € 80,646 € 82,397 € 84,299
Balance sheet /WIA € - € - € 81,823 € 85,148 € 95,746 € 106,490

Table 15: Income statement Scenario 2

The number of employees in the company is sligimigreasing and therefore the
employee-related costs are increasing. The figofe007 are shown to compare the
historical data with our forecast.

If we compare scenario 1 with scenario 2 we cantiflea difference in the total costs of
company and difference in labour productivity of payees. The total labour
productivity of the two scenarios differs enormous. scenario 1 the total labour
productivity over the 5 years is approximately I@lion euros and in scenario 2 is
amount is approximately 129 million. Not hiring eloyees will have a negative effect
on the labour productivity. But the company hasrtake sure that they can sale the
products that they developed. Besides that thd kat@ur costs has to be taken into
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account. When we compare the average labour castew a difference. This difference
can be explained by two different aspects. Fih&,dverage age of the company is higher
in scenario 1. This can affect the salary coststtie company has to make, because on
average older employees earn more than youngerogegd. When we compare the
average salary costs we can see that our statemeotrect. Second, we explained that
the average rate of absenteeism of employees aeglimscenario 2. In scenario 1 this is
not the case. Therefore the costs of absenteeiSuodnario 2 are lower.

7.3.3 Scenario 3

One of the main goals of this master thesis wadetermine the effects of the different
HR practices on the labour productivity. In thigisario we show what kind of effect a
HR practice could have on the labour productivily. this scenario we make the

following assumptions. In chapter 1 we describedrésults of a research of Delmotte et
al. (2006). They found that each increase of HRensity can affect the labour

productivity in average with approximately 12%. \@ssumed that this company can
realise the same increase by investing in one HiRtige. Because we do not know what
kind of investment companies have made to reah&seinhcrease therefore will we use
6%. We use is figure to show that kind of effedRR practice can have on the labour
productivity of the employees. The costs that h&vebe allocated on the income

statement are as follows determined. The OOM fotlimwlagives employees the

opportunity to train themselves. They give each legge a budget of €2,000.- per two
year to use for training. We make the assumptiah émployees in the metal industry
need to be trained each year for €1,000.- to keep tabour productivity on the same

level. This amount is offered by the OOM foundatidve assume that when employers
will invest an additional €1,000.- per employee sthtan increase their labour

productivity. We assume that this investment wdhlise the 6% increase of labour
productivity.

2007 2008 2009 2010 2011 2012
Salaries and Premiums € 8,665,938 € 9,163,759 € 9,638,944 € 10,044,178 € 10,562,511 € 11,080,775
Costs of absenteeism € 777,373 € 778,901 € 775951 € 786,540 € 806,467 € 826,599
Costs of additional leave € 342,077 € 357,426 € 374,384 € 392,603 € 416,653 € 441,801
Pension costs € 1,638,926 € 1,708,187 € 1,780,447 € 1,853,492 € 1,948,583 € 2,042,342
HR costs € - € 294,349 € 304,486 € 316,184 € 329,285 € 343,716
Total costs € 11,424,314 € 12,302,622 € 12,874,212 € 13,392,997 € 14,063,500 € 14,735,233
Total costs 5 years € 67,368,564
Total LP € 21,745,360 € 24,300,683 € 25,602,256 € 27,029,078 € 28,760,138 € 30,713,572
Total LP 5 years € 136,405,727
BASED ON FTE
Salaries and Premiums € 30,407 € 31,132 € 31,656 € 31,767 € 32,077 € 32,238
Costs of absenteeism € 2,728 € 2,646 € 2,548 € 2,488 € 2,449 € 2,405
Costs of additional leave € 1,200 € 1,214 € 1,230 € 1,242 € 1,265 € 1,285
Pension costs € 5751 € 5,803 € 5,847 € 5,862 € 5,918 € 5,942
HR costs € - € 1,000 € 1,000 € 1,000 € 1,000 € 1,000
Total average costs € 40,085 € 41,796 € 42,282 € 42,358 € 42,709 € 42,870
Awerage LP € 76,300 € 82,557 € 84,083 € 85,485 € 87,341 € 89,357
Balance sheet /WIA € - € - € 81,823 € 85,148 € 95,746 € 106,490

Table 16: Income statentgcenario 3

In the table 16 is shown what the effects are & HR practices on the labour
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productivity. These effects are directly shown twe income statement. The labour
productivity of employees is increased more conygbai@ the labour productivity
mentioned in scenario 2. 2007 concerns historiatd therefore we did not allocate the
addition HR costs 061000.- p.p. for that year. Over a period of fivangean investment
of €5000.- p.p. (five times €1000.- p.p.) will realiae increase in labour productivity of
€7,839.- p.p. (Average LP scenario 2 -3 = €84,2092,138.-). We make the assumption
that an investment in HR practices has linear iglahip with the increase of labour
productivity. Therefore we can determine the breakepoint of this invest of €1000.-
p.p. We use the following formula to determine liheakeven point for one year:

t
HRoss _ p plo, = 294349
LP! 22925173

HR . denotes the HR costs for the total company in 2008 P' denotes the amount
of labour productivity before the implementationtbé HR practices in 2008.Therefore
we used the total labour productivity mentioneds@enario 2 for the 2008. TheP'%
denotes the increase in labour productivity thatt@asbe realised to return their
investment. When the company can realise an inergatabour productivity of 1.18%
by investinge1000.- p.p. their investment will be payback witlime year. For the years
after 2008 this percentage will slightly differ laese the labour productivity and HR
costs change slightly over the years.

= 128'%

7.3.4 Scenario 4

Another goal of this research is to determine tlieces of HR practices on the rate of
absenteeism of employees. To show what kind ote#alecrease of rate of absenteeism
can have on the labour productivity of employees degeloped a scenario for our
forecasting model. Furthermore, in the case studiestions in chapter 5 we found that
within two of the four companies the supervisore actively involved with absent
employees. Within these companies they realisegceedse in the rate of absenteeism of
their employees. Therefore we assume what investimne HR manager will realise a
decrease in the rate of absenteeism of employédwsrafe of absenteeism within one of
the cases studies (Company Z) decreased in ondrgea’s.2% December 2007 to 2.4%
in December 2008. We assume that decrease isegahisa linear relationship within the
two years. This means that the rate of absenteeighis company decreased with 36%
in one year. This is very high. In Company D thexiase from 2007 until 2008 is
approximately 15%. The HR manager of Company Zedtdhat the supervisors were
trained to be actively involved with absent empkyeafter the HR manager started
working within the company in May 2007. We make @msumption that the rate of
absenteeism of the company will decrease with 15%e-®ff when the company will
hire one additional HR manager to be actively imedlwith absent employees. We chose
this percentage because not many companies casereatlecrease of 36% in one year.
Information outcome the rate of absenteeism ofdtiner companies is unknown. The
costs are one annual salary of €47,000.- a yearuS¥ethe average salary of the HR
managers in Company W as an indication.

In table 17 we show the effect of a decrease i ohtabsenteeism before and after the
HR manager has stated working in the company.
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2007 2008 2009 2010 2011

Absenteeism % before 6.0% 5.7% 5.4% 5.2% 5.1% 5.0%
Absenteeism % after 6.0% 4.8% 4.6% 4.4% 4.3% 4.2%

Table 17: Absenteeism scenario 4

We can see that the rate of absenteeism changgdl\sliBut that kind of effect has a
decrease in the absenteeism rate on the inconeenstat? Table 18 shows the total costs
have the HR manager was hired to decreased thefrabsenteeism within the company.

2007 2008 2009 2010 2011 2012
Salaries and Premiums € 8,665,938 € 9,163,759 € 9,638,944 € 10,044,178 € 10,562,511 € 11,080,775
Costs of absenteeism € 777,373 € 662,065 € 659,558 € 668,559 € 685,497 € 702,609
Costs of additional leave € 342,077 € 357,426 € 374,384 € 392,603 € 416,653 € 441,801
Pension costs € 1,638,926 € 1,708,187 € 1,780,447 € 1,853,492 € 1,948,583 € 2,042,342
HR costs € - € 47,000 € 47,000 € 47,000 € 47,000 € 47,000
Total costs € 11,424,314 € 11,938,437 € 12,500,333 € 13,005,832 € 13,660,245 € 14,314,527
Total costs 5 years € 65,419,375
Total LP € 21,745,360 € 22,925,173 € 24,153,071 € 25,499,130 € 27,132,206 € 28,975,068
Total LP 5 years € 128,684,648
BASED ON FTE 2007 2008 2009 2010 2011 2012
Salaries and Premiums € 30,407 € 31,132 € 31,656 € 31,767 € 32,077 € 32,238
Costs of absenteeism € 2,737 € 2,249 € 2,230 € 2,177 € 2,143 € 2,104
Costs of additional leave € 1,200 € 1,214 € 1,214 € 1,214 € 1,214 € 1,214
Pension costs € 5751 € 5,803 € 5847 € 5862 € 5918 € 5,942
HR costs € - € 160 € 154 € 149 € 143 € 137
Total average costs € 40,095 € 40,559 € 41,102 € 41,168 € 41,495 € 41,635
Average LP € 76,300 € 77,884 € 79,324 € 80,646 € 82,397 € 84,299
Balance sheet /WIA € - € - € 81,823 € 85,148 € 95,746 € 106,490

Table 18: Income statement Scenario 4

If we compare the costs of absenteeism in tableifl8the absent costs in scenario 2 we
can make a comparison. First, we can determineatdatrease of the rate of absenteeism
with 12.5% affects the total absent costs with epipnately €116,836.- each year (costs
of absenteeism for scenario 2 - 4 in 2008 = €7784662,065.-). Second, if we only
compare the costs per employee, we can claim beateffect of the HR practice on
individual bases only shows a decrease of €39f.-gach year (costs of absenteeism for
scenario 2 — 4 in 2008 = €2,646.- - €2,249.-). phgback time of the investment on a
HR practice can give an indication on which poimoanpany can decide to invest in this
HR practice or not. The breakeven point of thimac® is determined as follow:

HRuss _ antop= 47,000
AC' 778901

TheHR . denotes the HR costs for the total company in 20@8.\C' denotes for the

amount of absent costs before the implementatiagheoHR practices. Therefore we used
the total absent costs mentioned in scenario 2e Ahdenotes the decrease in rate of
absenteeism that has to be accomplished to malkessoWhen the company can realise
a decrease of 4.5% by investing in one HR mandggr investment will be returned in
one year. For the years after 2008, this percentalyjslightly differ because the absent
costs are decreasing.

6.0'%

7.3.5 Comparison

If we compare the four different scenarios we catexnine what kind of investment this
company can make to increase the labour produgtwvitl decrease the absenteeism costs

Filiz Oztiirk | University of Twente 2009 90



The ageing workforce: Practices and their effectranfinancial performance of companies in metdustry.

of their employees. First, in scenario 1 the nundfegmployees decreases more than in
scenario 2. If this company wants to have the saumber of employees as shown in
scenario 2 the company will grow vast. To acconhmptisis, the company has to invest
more in their recruitment and selection policiehii@ more employees. These costs are
not included in this forecasting model. In addititime scenarios shown in scenario 3 and
4 indicate that when companies can realise thengghown in the scenarios they will be
profitable. We do not know in which amount the nemsbused in our scenarios are
realistic, but we tried to justify our choices. the following table is shown which
scenario will realise the highest added valueHerdcompany.

Scenario 3 2007 2008 2009 2010 2011 2012
Total costs € 11,424,314 € 12,277,705 € 12,849,241 € 13,366,806 € 14,035,973 € 14,708,439
Total LP € 21,745,360 € 24,300,683 € 25,602,256 € 27,029,078 € 28,760,138 € 30,713,572
Difference € 10,321,046 € 12,022,979 € 12,753,014 € 13,662,272 € 14,724,165 € 16,005,133
Scenario 4 2007 2008 2009 2010 2011 2012
Total costs € 11,424,314 € 11,938,437 € 12,500,333 € 13,005,832 € 13,660,245 € 14,314,527
Total LP € 21,745,360 € 22,925,173 € 24,153,071 € 25,499,130 € 27,132,206 € 28,975,068
Difference € 10,321,046 € 10,986,736 € 11,652,738 € 12,493,298 € 13,471,961 € 14,660,541
Difference 3 -4 € - € 1,036,243 € 1,100,277 € 1,168,974 € 1,252,204 € 1,344,592

Table 19: Difference of added value per employeestenario 3 to Scenario 4

Table 19 gives the indication what kind of addetli®a (described in the scenarios) will
be realised in the future by investing in HR preesi Investing in an increase of labour
productivity will in this case result in a highedded value than investing in a HR
practice to decrease the rate of absenteeism.

7.4 Conclusion

In our forecasting we showed what kind of effect pifactices can have on the financial
statement of a company. We have shown what kinchpéct hiring new employees can
have on the company characteristics. We distinguishe effect on the income statement
and the effect on the balance sheet. The impaitteopractices on the income statement
for company W is large. The total labour costsafelf of the total labour productivity
of the company that we used in our scenarios. a@layscosts are the highest item on the
income statement, approximately 85% of the totAbla costs are salary costs. The
pension payments that companies pay have a smeffect on the total costs.
Approximately 14% of the total costs are pensiost€olhe average rate of absenteeism
of the company in our scenarios is 6%. The 6% o&tdsenteeism has an impact of 7%
on the total labour costs. A decrease of 15% veiirdase the rate of absenteeism to 5%
and will lead to a decrease in costs of absenteefsi®%. If this can be realised it can
have a positive impact.

In our scenario the WGA-payments have a small effache balance sheet because the
number of employees that will receive a WGA-paymiensmall. Therefore it will not
have an impact on the total amount allocated orb#iance sheet of a company. Other
benefits or costs that can/must be allocated omatence sheet depends on the practices
the company offer to their employees. Thereforediknot allocate other practices on
the balance sheet. In the next chapter we wik ghe overall conclusion of this thesis.
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8. Conclusion and Future research

In this chapter we will give the overall conclusiohthis thesis. We will answer the sub
questions and discuss our findings.

8.1 Conclusion

The aim of this master thesis is to develop a (fmal) forecast model that describes the
effects of different HR practices which can helpmpanies retain and attract new
employees. We investigated the effects of HR praston the (financial) performance of
companies in the metal industry. We only invesggsie effects on the productivity and
the financial statement of those companies. Owaref question isiVhat is the impact
of practices that can be used with respect to tpeiry workforce on both the financial
performance of SME companies in the metal indusby® focus is on older employees
within the metal industry.

We identified practices on three different lev&ds macroeconomic level we identified
WIA and VPL. On mesoeconomic level the employer aoigations and unions
implement practices to face the ageing workforabj@ms. Within CAO agreement they
recorded that employers have to offer employeesrimmuam of one day training, that
older employees receive additional leave days, aldgr employees are not obliged to
work shifts and that employees can receive an E4C-on in each 5 years. On
mircoeconomic level we identified five different HRRactices: recruitment and selection
policy, training, job design policies, policies fmht absenteeism and management
policies.

We used case studies to determine the effect setheactices. The results of these case
studies indicate that the four companies are dgtivging to implement practices that are
suitable for their company and the employees. Ttieomes of these case studies give an
indication of the HR practices within these companWe found that companies have or
will be going to implement HR practices that aré mentioned in our theoretical study.
Besides that we determined why companies implerfiéhtpractices. In the four case
studies this does not always has to do with thedalproductivity of the employees or
their rate of absenteeism.

This study shows that it is difficult for HR managsupervisors or work council member
to determine the effect of for example trainingtba labour productivity of employees.
Our empirical study confirmed that there is a pesitrelationship between the HR
practices and labour productivity and the ratehdfemteeism (according to the four case
studies). One remark that has to be made is tleaéffiect of HR practices on company
performances dependent on motivation and commitneénthe employees. When
employees are not willing to use a certain kindpeodctice and the HR practice is
implemented within the company is can have an dppesfect. We can state that HR
practices have a positive effect on labour prodigtiand rate of absenteeism.
Unfortunately we cannot quantify these effects witle outcomes we found in this
empirical research. But this study gives handleg dan further investigated in a new
study.

Finally, we combined all ouiindings in a financial forecasting modé&\Ve determined
that the impact of practices on the income statémea company depends on the labour
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productivity, salary, rate of absenteeism, pens@wrangement and the age of the
employees. We developed a forecasting model tleatigis (using Markov matrixes) the
expected changes within a workforce. We determfoe@ach individual employees the
probabilities that he/she will leave the compang lmked these probabilities to the costs
and benefits of each employees. These outcomes inpdssible to forecast the effects
of employees related costs and benefits on thanecstatement and balance sheet.

The labour productivity of the employees determities benefits that the company can
receive from the employees. Within each companyatheunt differs. The salary of the
employees is one of the biggest items that areatibal on the income statement. These
costs depend on the function of the employees lamdé¢ar that the employees work by
the industry. The rate of absenteeism of the eng@syaffects the absent costs of the
company. Depending on the height of this rate #isolr costs will be higher. The
pension payments of employees are allocated onntteme statement. The pension
payments are approximately 12% of the salary dbs&tsnetal industry. The age of the
employees can affect the number of additional ledags they receive and therefore
means that the companies has to make additionts tieeplace these employees.

The effect of the (HR) practices on the balanceesidepends on the characteristics of
employees within each company. Future pension paigy® not have to be allocated on
the balance sheet. The effect of the WGA-paymenthenbalance sheet is different for
each company. Depending on the number of empldpe¢seceive a WGA-payment one
has to determine what the present value of thaduypayables are. Companies that are
Public listed have to allocate these costs on thkmnice sheet. Non-public listed
companies are not obliged to do this. In addititve, salary, premium etc. have to be
located on the balance sheet only for the periatittiey are liabilities or expenses. This
means that the company has to allocate the satgmyngnt on the balance sheet from the
moment that the employees worked but did not recaipayment or when the company
has paid the employees but the employee did ndered the related service.

In conclusion, the impact of (HR) practices on timancial performance of companies
has to be determined for each company individudllsgch company will have other
characteristics that will affect future costs amuhéfits. The forecast of these figures can
give companies inside information about these &utwsts and benefits.

8.2 Implications of this research

The attempt of this research was to determine tleeteof HR practices, which can be
implemented within companies to fight the ageingkimrce problems, on the financial
performance of companies in the metal industrydé&termine the financial performance
we will first determined the effects of HR pracscen labour productivity and the
determined effect of HR practices on the finanstatement of companies.

Two main problems arose during this research.t,Figr goal was to determine the
effect on the labour productivity by using a welovgy. This method could not been
applied and therefore we approached companies byephDue to low response we
changed the research method to case studies. Wefdiee spoke with different
companies in the metal industry and tried to cani&ans and employer organisations.
Unfortunately we could not interview the unions aghployer organisations of this
industry. Luckily four companies were willing to rpaipate on the case studies. As a
result we could not quantitative the effects of tH&® practices on the financial
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performance of companies in the metal industry. Betcould get an indication of the
HR practices implemented within those companieg Jécond problem arose when we
wanted to indicate the companies that we wantagséoin our research. Our aim was to
determine the effects of one sub-group within thetamindustry, but by a lack of good
classification we faced problems. The sub-sectsexiun the CAO do not correspond
with the codes used by the Chamber of Commerce é&aran Koophandel, KvK).
Therefore we could not classify which company bgkahto a sub-sector.

This research gives an overview of the effects efeml HR practices within four

companies. By interviewing two or three employeéhiw the companies we received an
overall view of the effect of HR practices. All elopees indicated that it was difficult to

determine what effects HR practices have withiiir tt@mpany.

As many researchers tried to determine the effettBlR practices on the financial
performance of companies, our search was on the sapic. Many researches indicate
that it is difficult to determine the effect of HRRactices on the financial performance of
company. Different researchers tried to determivgedirect relationship between the HR
practices and firm performance. They denote that difficult to determine the effects
intervening variables, e.g., motivation. AccordilmgBoselie (2002)‘Most research on
HRM and performance is quantitative, focused onekistence of (significant, causal)
relationships and the magnitude of the effectsbtter understand underlying processes
that moderate/mediate the relationship between HiRMdl performance there is a need
for qualitative research(p. 150). Therefore, we use a qualitative methmdniake a
contribution to the scientific field of HRM and tetermine the effect of different HR
practices that can be implemented to fight the rag&orkforce problems in the metal
industry. In this research we again show that eisy difficult to determine the effect of
the individual HR practices without the interventiof other variables. But we gave an
indication of the HR practices used within thesempanies and their effect on
employees.

8.3 Evaluation on the forecasting model

A forecasting model predicts the future based atohical data. Our forecasting model is
developed to forecast the effect of practices anfthancial statement of a company.
Based on historical data this model gives a rediasitimation of the future developments
of the company (assuming that the economic doefluaitiate). The model is still in its
infancy. But this model gives companies the pobgilib see the future development of
the workforce and their employees. This model mamdividual approach which entails
that it determines the development of every emmageividually. Linking the financial
costs and benefits to these employees gives coeg#re possibility to predict forecasts
and benefits. These decisions can have help empldgetake measures and plan for
example, the number of employees they will needhia future. Now this kind of
information can help companies to make strategoioes.

Besides to advantages of this model we have to realke critical comments. First, the
reliability of the model is only guaranteed wher thumber of employees within the
company is large enough. Besides that, we will neddrge amount of data of each
company and information about the employees. Faryngampany it is difficult to hand
a large number of historical data, because thigl kaf information is not always
documented. Besides that companies are not alwelysgwo make an effort to provide
external companies this kind of information. Furthere, it is very difficult to sell this
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product to companies because companies can hdiaikigs seeing the added value of
this product. Furthermore this financial model nsakiee assumption that the company
will make the same slack or growth as they dichim historical data. The changes within
the economy and their effect on the company argakein into account. This forecasting
model gives the possibility to take these effewste account. But that means that we first
have to determine what kind of effect changes enebonomy will have. Therefore more
scientific research has to be done.

8.4. Future research

We will indicate three possibilities for future essch to get a better perception on the
effects of HR practices on the ageing workforcebfgms. This future research has to be
done to determine the effect of HR practices orfittencial statement.

First, one of the goals of this thesis was to deitee the effects of HR practices on
labour productivity and the rate of absenteeisna @ompany. We did not answer this
question during this research. To determine thectdfof the HR practices on labour
productivity of employees, we recommend using dediht method. To get a better
understanding of the effects of HR practices omuatproductivity Mercer can use two
different methods. These are:

1. A cross-sectional design can be adapted by usiagga-scale web-survey. This
method has some constraints. For example, companiest be willing to
participate in that research. In our research anigw companies were willing to
hand in information about their sales and costrofluction and therefore we had
problems to receive an adequate response. Thislepmolbban be solved by
collaborating with unions or an employer organmatiThese organisations have
more inside information and can help the researcbegeive more information
from the companies.

2. The researcher can use a longitudinal researchitmtive same companies are
approached more than once, to measure the effeefR practices on employees.
If a company implements a HR practice after thet flneasurement, an effect
could be observed during the second measurementhéresearcher can use
historical data with information from before andteaf HR practices were
implemented within the company. This way MERCER ocaticate what effects
have occurred in the past by implementing HR peasti This approach is hardly
workable, because it will take a longer period ¢oeive the data and not all
companies save their historical data.

Second, the financial figures in our forecastingdelcare dependent on the inflow and
outflow of employees within the workforce. The etfe of HR practices on the inflow
rate and outflow rate have to be determined to ntlalsemodel more accurate. By doing
so, the company can anticipate on changes withair thvorkforce and implement
measures to prevent problems that can occur witinéir workforce in the future. In
chapter 3 we mentioned HR practices that can afutenced the inflow and outflow rate
of company. But these practices are selected basdtieir effect on older employees.
Vis (2000) stated for example that older employaes less motivated by a monetary
reward than younger employees. Older employeemare motivated by a good balance
between work and private life. Therefore, they greéwards like extra leave days. If we
focus on entire workforce more HR practices cannig@emented in this model and by
determining the effect on inflow and outflow of elayees the forecasting model will be
more dynamic.
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Third, in our model we calculated labour produdyivin a way that results in labour
productivity is the same for each employee. Toagketter perception of the added value
of the employees, one can use a different addadevialk each employee. This can be
realised by determining the difference in labouodurctivity between different age
categories or between different function categomighin the company. One of the
companies within our case studies stated thatabeur productivity of employees who
almost reach their retirement age is slightly lowean other employees. Within other
companies this effect is not observed. By detemgirthis effect one can better estimate
future costs and benefits and therefore we inditiaae future research is needed to
determine this effect.

In the field of HRM there is still enough to studggarding the relationship between HR

practice and performance. We think that we havéritted a number of useful insights
in this field.
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Appendix 1 Survey

The characteristics of the companies that are tsadlect our target group are: the location
of the companies, the KvK code of the company ahdther the companies are customers of
Mercer or not.

The location of the compaml companies in the Netherlands are obliged todggstered at
the KvK according to the law “Handelsregisterwerherefore we used a program that
included all companies that are registered at thi€. Khe total number of companies that are
active in the total in the whole metal industryli322 (50 - 250 employe®s Second, we
assumed that the location of the company has aadtmgn labour market conditions. We
selected companies that are located in the prosinGelderland, Noord-Holland, Zuid-
Holland and Utrecht.

The Kvk codeCertain codes used by the KvK to categorize thapamies within the metal
industry are selected, based on the descriptidheobub-sector “metal working firms”. This
sub-sector is chosen based on the assumptiorhikatub-sector has the most companies that
are active the light engineering industry in Thehdéelands. The sub-sectors used in the CAO
do not correspond with the codes used by the Kukerg&fore the first, 20 companies were
selected based on the assumption that those coespshould belong to the metal working
industry. The other 43 companies are selected Kt codes they belong to.

The CAO subdivisions do not correspond with the Kad€les used in this research, therefore
the companies approached during this researchadrenty companies that use the CAO of
the light engineering industry. Some companiespare of the large-scale metalworking and
electrical industry which has its own CAO. Becaabeompanies that are selected are part of
the metal industry, we assumed that their actwiiee comparable and therefore we will not
look at the different sub-sectors they belong toee iumbers of companies that are active in
the different sub-sectors are shown in table 1. G@rament has to be made and that is that
older employees who are working in a company thaictive in the large-scale metalworking
and electrical industry will receive almost twice much extra leave days than employees
within the light engineering industry (CAO largeae metalworking and electrical industry,
2008) .

Sub-sector Number Percentage
Metalektro 6 50%
Metal working firms 6 50%
Total 12 100%

Table 1. The sub-sector and amount of companiesgdan CAO regulations

No customersCompanies that are a customer of MERCER were pymioached. This choice
is made, because MERCER has a policy that prohappsoaching customers of MERCER to
participate in a survey more than once a year. éfber those companies are removed from
the list.

Procedure
We determined which companies fit the descriptithov@ by using the tool “reach”. A

*3 Those figures are determined by a program “reach”.
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program called “M-drive” was used to determine Whimompanies belong to MERCER’s
customer group. The “reach” tool made it possibles¢lect company specific information
like: company size, the phone number, websiteslacation. All the companies that fit the
conditions above are approached by phone. In addithe following procedures were used
when the companies were approached.

Competent to answer the questidnsnost cases the HR manager was registered idatse
file of the KvK. If that information was availabtee HR manager was directly approached. If
no HR manager was registered we asked for the HRages. We assumed that the survey
guestions could be best answered by the HR martzgmuse most questions are HRM
related. When the HR manager promised to collabpthe survey was e-mailed to the HR
manager and we stated that the researcher wouldataime HR manager a week later to
evaluate the survey.

Willingness to answero increase the response rate, the companies aldrthat they would
receive the results of the survey.

Follow-up callA week after the first call, the follow-up call wakanned. We had two reasons

for this. First it was used as a tool to incredse response rate. It was a reminder for the
companies. Second, the survey was evaluated wetiedmpanies to get a first impression of

the reactions of the companies.

Measurement
We used independent, dependent variables and tematiables to determine the effects of
the labour productivity and the rate of absenteeistinin the companies.

The independent variablegse HR practices: recruitment and selection, tnginjob design,
absenteeism, leave arrangements and managemerindBpendent variables were measured
based on the instruments that companies have inepled in their company. The practices
that are used to determine the effects of thesepdent variables are defined in paragraph
5.3.

The dependent variablassed in this research are the labour productivitg the rate of
absenteeism of the employees. Labour productivdg measures by: dividing the number of
employees within the company and the amount of FojEfHe amount of sales of 2007.

The control variableI he research design of this study controls fortatassues (e.g. to the
productivity of the company and the inflow of thengpany).The age of the company, the age
of the employees (divided in sub groups) and thewarhof employees are important control
variables. First, companies that are in the rapgilywth stage of the existence can have a
stronger need for employees and therefore implemen¢ HR practices within the company.
The growth stage of a company is mostly betwees fir5 year until 5 years of their existence
(Leach & Melicher, 2006). Second, the age of thepleyees within the company can
influence the need for HR practices for older erjpés and the need to attract new (young)
employees. In addition to that, companies with tkete employed a lot of older employees
can have a lower labour productivity than compamigh of lot of young employees. Third,
companies that employ have less employees mayiimplemented less HR practices.

Reliability and Validity for this researclFirst, before the metal industry is approached to
participate in the survey, the survey was checked hlifferent people who have different
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educational backgrounds. Comments were made toowapithe survey and made it
understandable for all people. One employee of Btespecialized in HRM gave the
comment to define specific terms in the survey.o8d¢ external validity and construct
validity of this research are threatened by the fmwnber of units (companies). This will
influence the generalisation of the outcomes f tesearch in a negative way. This way we
tried to use a method to make sure that this rekeareliable and valid.
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Appendix 2 Interviewguides

Bedrijven zetten (HR) beleidsmaatregelen in met bepaald doel. Ik richt mij op twee

doelen het verlagen van het ziekteverzuimpercentage het verhogen van de

arbeidsproductiviteit en dit wil ik in kosten enbopngsten proberen uit te drukken. Er zullen
gesprekken worden gevoerd met drie sleutelfigunendé organisatie betreffende het
personeelsbeleid. Aan de hand van deze drie gdsprekal bepaald worden wat de

succesfactoren zijn om (oudere) medewerkers te uskdmo De gesprekken zullen worden
gevoerd met de HR manager (bepaalt het beleid)jndeanager/direct leidinggevende (is de
drager van het personeelsbeleid en heeft directacomet medewerkers) en de OR (is
vertegenwoordiger van de medewerkers en kan eendmalere kijk hebben op het HRM

beleid). De vragen zijn gericht op reeds ingevoerd®tregelen, op maatregelen waarvan
men verwacht dat deze effect zullen hebben dedspraductiviteit en het verzuimpercentage
en op de randvoorwaarden die hiermee gepaard gaan.

HR manager:

Tijdens dit gesprek wil ik achterhalen met welk [dbepaalde HRM maatregelen zijn
ingevoerd en welk effect deze maatregelen daadWjerkebben. Wij zullen op deze wijze
bepalen welke maatregelen in de ogen van de HR geareet grootste effect hebben op de
arbeidsproductiviteit en ziekteverzuim.

Organisatie

Om een duidelijk beeld te krijgen van de organesatihet van belang om inzicht te krijgen in
de organisatie structuur. Daarnaast is het vampeten te achterhalen welke opleiding en
functies/taken de medewerkers hebben. Deze aspkoteren het HR beleid beinvioeden,
omdat wellicht bepaalde maatregelen niet ingevdemhen worden of geen/weinig effect
zullen hebben op de medewerkers. Daarom zullediingedeelte ook uitlichten.

Vragen Aandachtgebieden
Op welke manier is de organisatie structuierschillende lagen tussen de medewerkers
opgebouwd? Platte organisatie structuur.

Waarom zijn er meer fulltime medewerkerZijn de functies minder geschikt voor
dan parttime medewerkers? parttime werk.

Welk opleidingsniveau hebben de Mavo, ...
medewerkers die hier werkzaam zijn over
het algemeen?

Wat voor werkzaamheden voeren de Verschil in functies, taken, lopende band
medewerkers uit? werk, individueel of groepsverband.

Instroom en uitstroom

Vervolgens is het van belang om te achterhalen oevérre de organisatie de
arbeidsmarktkrapte voelt, omdat dit effect kan legbbp het HR beleid. Het is daarom van
belang om te vragen of de organisatie openstaaac&wes heeft en waarom medewerkers
het bedrijf verlaten.

Vragen Aandachtgebieden

Ondervinden jullie momenteel (meer) Hoe lang staan deze open? Is dit normaal?

problemen om de vacatures op te vullen?
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Hebben jullie momenteel openstaande
vacatures?

Wat zijn de redenen van uitstroom? Ontslag of eigen wil
Is er aan de hand van exit gesprekken | Welke factoren spelen hier een rol bij? Hoe

achterhaald waarom medewerkers gaat jullie om met deze informatie?
vertrekken?

Werving en selectie

Het wervingsbeleid is van grote invloed op de ktacan de onderneming om nieuwe
medewerkers aan te trekken. In het theoretischidd®#en wij aangegeven, dat bedrijven die
een proactieve houding aannemen bij het werven wmsmuwe medewerkers, meer
medewerkers zullen aantrekken.

Vragen Aandachtgebieden
Zijn jullie meer kanalen gaan hanteren omAdvertenties, uitzendbureaus (voor
meer medewerkers aan te trekken? ouderen) Internet, onderwijsinstellingen,

beurzen, etc. Heeft dit invloed gehad op de
instroom? Welke kosten komen hier bij
kijken?

Is er een werving- en selectieplan? Wat houd dit in? Wordt deze geévalueerd?

Training

Tijdens de enquéte is achterhaald hoeveel tijdedd ¢@r is geinvesteerd in de medewerkers
betreffende scholing. Tevens is achterhaald ofijvedroudere medewerkers de mogelijkheid
bieden om geschoold te worden en welke faciliteiggnaangeboden worden om dit te
optimaliseren. Wij zullen nu achterhalen waarom atganisatie bepaalde keuzes heeft
gemaakt betreffende training, door te achterhal@arem zij ouderen trainen en hoe zij
bepalen wie er worden getraind.

Vragen Aandachtsgebieden
Welke trainingsmogelijkheden worden erj On- the-job, off-the-job, specifiek
aangeboden? algemeen,etc. Heeft dit effect op de

arbeidsproductiviteit van medewerkers?

Op welke manier bepalen jullie wie er Is dit meer dan er in de CAO wordt
wordt getraind? vermeld. Een keer in de zoveel jaar of...
dit elk jaar verschillend en waarom niet
meer of minder.

is

Welke afweging wordt er gemaakt bij het
bepalen van de trainingsuren? En welke
afweging wordt er gemaakt bij het bepalen
van de scholingskosten?

Waarom hebben jullie de keus gemaakt p&ien jullie een bepaald effect op de AP bjj
oudere medewerkers wel of niet te trainen@udere medewerkers die worden getraind?
En welk soort training heeft hier het meeste
effect op? % 0-10 = gering 10-50%= matig
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| 50 en meer= sterk |

Job design

Binnen bepaalde branches is het niet altijd mdgelin bepaalde HR maatregelen aan te
bieden. Daarom zullen wij eerst achterhalen welleatmegelen ingevoerd zouden kunnen
worden in de organisatie. Vervolgens zullen wij tadmalen waarom bedrijven bepaalde
maatregelen wel en niet hebben ingevoerd en wdbctefleze maatregelen hebben. Job
design maatregelen kunnen voor (oudere) medewenkegelijkheden bieden om werkzaam
te kunnen blijven in de organisatie. Daarnaast Kzt invioed hebben op het

ziekteverzuimpercentage en de arbeidsproductivitih medewerkers. Dit omdat het

medewerkers kan stimuleren om efficiénter te weksemet plezier te werken.

Vragen Aandachtgebieden
Welke job design maatregeleijn er Zoals: werkrotatie, demotie, taakverrijking,
ingevoerdom welke reden? taakverbreding. Heeft dit een effect op het

ziekteverzuimpercentage? (voor en na
invoeren). En werkt het daadwerkelijk of
ontbreken er factoren?

Welke job desigzouden kunneworden | Werkrotatie, werkverbreding, etc.
ingevoerd in de organisatie?

Hoe reageren medewerkers op de En blijkt dat ook in uw organisatie? Hoe

beleidsmaatregelen? wordt dit ervaren door de medewerkers
(daling van respect)?

Is volgens u demotie een middel om En blijven zij daadwerkelijk langer in

medewerkers langer in dienst te houden? dienst?

Verlof

Het bieden van extra verlofdagen aan oudere me#ievgekan het ziekteverzuimpercentage
verminderen en het behoud van medewerkers bevord€ek in de CAO zijn afspraken
gemaakt betreffende extra verlofdagen voor oudef®aarnaast zijn er verschillende
mogelijkheden om meer verlofdagen te sparen inrdarssatie (levensloop, aan en verkoop
van verlofdagen etc). Om dat zij ons richten opevadnedewerkers zullen wij alleen ingaan
op de extra verlof dagen ouderen ontvangen.

Vragen Aandachtsgebieden
Hoe kijken jullie tegen de extra Heeft het effect op het ziekteverzuim % en
verlofdagen van oudere aan? AP?

Ziekteverzuimbeleid

Organisaties kunnen er voor kiezen om bepaalde reggdén in te voeren om het
ziekteverzuimpercentage te verminderen. Uit de étgis gebleken dat bedrijven bepaalde
maatregelen wel of niet hebben ingevoerd maar degvivaarom is wederom niet
beantwoord. Ten eerste is er gevraagd waarom lwkpaabatregelen wel of niet zijn
ingevoerd. Daarnaast is het van belang om meeshhiz krijgen met betrekking tot hoe het
ziekteverzuimpercentage is samengesteld. Zijn el kaagdurige zieken en hoe komt dit; is
het ziekteverzuim percentage van oudere medewevkeishoger dan jongeren? Is het hoge
ziekteverzuimpercentage te verklaren door deze agpecten of ontbreken er maatregelen in
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de organisatie?

Vragen Aandachtsgebieden

Hebben jullie een ziekteverzuimbeleid? | Ergonomische werkomgeving,
Waarom zijn er bepaalde maatregelen mehulpmiddelen, gezonde voeding,

betrekking tot het ziekteverzuim lichamelijke inspanning en voorlichtingen.
ingevoerd? Medische keuringen om risico’s te bepalén.
Is dit de afgelopen 2 jaar gewijzigd? Zo ja welke aanpassingen hebben jullie

gedaan? En is het ziekteverzuimpercentage
hierdoor hoger of lager dan voorheen?

Is het ziekteverzuimpercentage van oudereén welke omstandigheden spelen hier een
medewerkers hoger dan jongere rol bij?
medewerkers?

Zijn er medewerkers die langdurige ziek | Welke omstandigheden spelen hier een rol
zijn? bij?

Hebben direct leidinggevenden contact meteeft dit een effect op het ziekteverzuim
zieke medewerkers? %"?

Management

Het lager management van de organisatie heeft tdoectact met de medewerkers en
daarnaast zijn er management instrumenten die mmew spelen op de behoeften van de
medewerkers. In de enquéte is gevraagd of het reamaw als voorbeeld fungeert om een
positief beeld ten opzichte van oudere medewertergeéren. Maar in hoeverre is er een
stereotype beeld ten opzichte van oudere medevgeirkete organisatie? Hier zullen wij dan

ook verder op ingaan. Wij zullen hier vragen waatmepaalde instrumenten zijn ingevoerd,

wat er uit voortkomt en wat het effect is. Daarmaiaser uit de literatuur naar voren gekomen
dat organisaties waarbij leidinggevenden directiremh hebben met zieke medewerkers een
lager ziekteverzuimpercentage hebben dan orgagssataar dat niet het geval is. Daarom
zullen wij ook naar dit effect vragen.

Vragen Aandachtsgebieden

Wat is uw beeld ten aanzien van de Indien stereotype beeld: hebben jullie
inzetbaarheid van oudere werknemers? | maatregelen ingevoerd om dit beeld te
veranderen en wat is daarvan het effect
geweest?

In hoeverre volgt het management een | Welk effect heeft dit?
managementtraining om medewerkers
beter aan te sturen?

In hoeverre wordt er gebruik gemaakt vanWelke effect heeft dit?
loopbaanplanning voor ouderen?

Komt er uit functionering gespreken naar Zijn deze maatregelen in uw bedrijf in toe
voren dat medewerkers aanpassingen qu@asbaar?
werkinrichting etc. nodig hebben?

Filiz Oztirk | University of Twente 2009 108



The ageing workforce: Practices and their effectr@nfinancial performance of companies in metdustry.

Worden er (structureel) werkoverleggen | In hoeverre heeft het werkoverleg
ingepland? Zo ja, hoe vaak? Wanneer zijrdaadwerkelijk effect op de motivatie van
jullie begonnen met een werkoverleggen|imedewerkers en LP? En het

te ingevoerd? En met welke reden hebberziekteverzuim?

jullie deze keus gemaakt?

Pensioenleeftijd

De Vut is afgeschaft. Dat betekent dat medewerkarger moeten doorwerken. Dit kan
bepaalde problemen met zich meebrengen. Een vamotidemen kan veroorzaakt worden
doordat medewerkers in de metaalbranche lichametykaar worden belast. Het

ziekteverzuimpercentage van oudere medewerkers k@ndoor toenemen, wat de

personeelkosten negatief kan beinvioeden. Tijdehsnkerview zal gevraagd worden hoe de
HR manager hier tegen aan kijkt en of zij hier megglen tegen zullen nemen.

Vragen Aandachtgebied

Hoe wordt er tegen het afschaffen van deWat voor effect zal dit hebben op het
VUT aangekeken? Is doorwerken tot 65| ziekteverzuim? En willen jullie deze
mogelijk? medewerkers dan ook behouden tot hun
65°?

Welke maatregelen dienen er ingevoerd|te

worden om het voor medewerkers
mogelijk te maken tot hun 8% blijven
werken?

Dus de succesfactoren zijn.............cooeoveiiiennnn.

Ter afronding van het gesprek zal specifiek gewtaagprden welk HR maatregelen
daadwerkelijk effect hebben op de arbeidsproduettven ziekteverzuim. Hierbij zullen ook
maatregelen aangegeven kunnen worden die niehg@voerd in het bedrijf.

Vragen Aandachtgebieden
Welke maatregelen zijn volgens u het | Welke randvoorwaarden spelen hier een|rol
meest effectief om het bij?

ziekteverzuimpercentage te verlagen?

Welke maatregelen zijn volgens u het | Welke randvoorwaarden spelen hier een
meest effectief om de arbeidsproductiviteibij?
te verhogen?

Direct leidinggevende

Het doel van dit gesprek is om te achterhalen evboe HR maatregelen effect hebben op de
medewerkers. Dit wordt besproken met de direct irggkevende omdat de direct
leidinggevende meer inzicht kan hebben in de batemasten van de HR maatregelen ten
opzichten van de HR manager. De HR maatregel wgrein selectie zal niet worden
besproken met de direct leidinggevende, omdateiipig invioed zullen hebben op dit beleid.

Algemene vragen
Wij zullen eerst vragen hoe lang deze medewerkekzaam is als leidinggevende binnen de
organisatie en of de medewerkers doorgestroomdf idaadwerkelijk een management
opleiding heeft gevolgd. Deze vragen zullen gesteddden om de leidinggevende op zijn
gemak te stellen.
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Vragen Aandachtgebieden

Hoe lang bent u werkzaam als
leidinggevende binnen de organisatie?

Heeft u een opleiding gevolgd om deze
functie te betreden of bent u doorgestoamd
naar deze functie?

Training
De direct leidinggevende zal een beter beeld helhemle effecten van training. Daarom
zullen wij dit bespreken met hem/haar en bekijkknijdhier meer zicht op hebben.

Vragen Aandachtgebieden
Is het kennisniveau van medewerkers op Waar blijkt dit uit?
peil?

Hebben medewerkers daadwerkelijk baatWaar blijkt dit uit? Welke effect heeft het
bij de training die zij krijgen? op AP? En als het geen nut heeft waar
komt dit door? Geven medewerkers aan
meer behoefte te hebben aan training?

Indien oudere medewerkers worden Is er een effect te merken te opzichten van
getraind: zien zij het nut hiervan in? de AP?

Wat voor soort training heeft de grootstel En wat voor effect heeft dit op de
impact op de (arbeidsproductiviteit van | medewerkers in vergelijking met andere
deze) medewerkers? trainingen?

Verlof

De vragen die hier worden gesteld zijn dezelfdéey@zijn aan de HR manager. De direct
leidinggevende kan wellicht beter het verschil Zigssen medewerkers die geen extra verlof
krijgen en medewerkers die dat wel krijgen. Oméifetct van de extra verlofdagen beter in
kaart te brengen wordt gevraagd naar dit effect.

Vragen Aandachtsgebieden
Hoe kijken jullie tegen de extra Heeft het effect op het ziekteverzuim % en
verlofdagen van oudere aan? AP? Is er een verschil zichtbaar bij

medewerkers die wel recht hebben op extra
verlofdagen ten opzichte van medewerkers
die deze dagen niet ontvangen.

Verzuim

De direct leidinggevende kan direct zicht hebbend®paten en de lasten van bepaalde
maatregelen op de medewerkers omdat zij dichtetebipedewerkers staat. Daarnaast heeft
zij ook meer inzicht op de effecten van de maateagddaarom zal nogmaals naar het effect
worden gevraagd.

Vragen Aandachtsgebieden

Hebben jullie een ziekteverzuimbeleid? | Ergonomische werkomgeving,
Waarom zijn er bepaalde maatregelen mehulpmiddelen, gezonde voeding,
betrekking tot het ziekteverzuim lichamelijke inspanning en voorlichtingen.
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ingevoerd?

Is dit de afgelopen 2 jaar gewijzigd?

Is het ziekteverzuimpercentage van oude
medewerkers hoger dan jongere
medewerkers?

Zijn er medewerkers die langdurige ziek
zijn?

Hebben direct leidinggevenden contact n
zieke medewerkers?

Medische keuringen om risico’s te bepals
Zo ja welke aanpassingen hebben jullie

gedaan? En is het ziekteverzuimpercents
hierdoor hoger of lager dan voorheen?

rol bij?

Welke omstandigheden spelen hier een
bij?

neteeft dit een effect op het ziekteverzuim
%7

2reén welke omstandigheden spelen hier e¢

age

2N

ol

Job design

Vragen

Aandachtgebieden

Welke job design maatregeleijn er
ingevoerdom welke reden?

Welke job design maatregelenuden
kunnenworden ingevoerd in de
organisatie?

Hoe reageren medewerkers op de
beleidsmaatregelen?

Is volgens u demotie een middel om
medewerkers langer in dienst te houden’

Zoals: werkrotatie, demotie, taakverrijkin
taakverbreding. Heeft dit een effect op h¢
Ziekteverzuim percentage? ( voor en na

invoeren). En werkt het daadwerkelijk of
ontbreken er factoren?

werkrotatie, werkverbreding, etc.

En blijkt dat ook in uw organisatie? Hoe
wordt dit ervaren door de medewerkers
(daling van respect)?

En blijven zij daadwerkelijk langer in
P dienst?

0,
2t

Management

Vragen

Aandachtgebieden

Zien medewerkers het nut van
functioneringsgespreken? Komen er uit
functioneringgesprek bepaalde aspecten
naar boven waaruit blijkt dat medewerke
baat hebben bij bepaalde maatregelen?

Hoe wordt er door medewerkers
gereageerd op het werkoverleg?

Hoe wordt er door medewerkers

En zijn er aspecten die verholpen kunnet

worden door het invoeren van HR

beleidsmaatregelen? Welke
rdbeleidmaatregelen zijn dit dan?

Waar blijkt dat uit? Heeft het een bepaals
effect op het ziekteverzuim?

Waar blijkt dat uit? Heeft het een bepaals

—

S

} ==

gereageerd op de loopbaanplanning?

effect op het ziekteverzuim?
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Dus de succesfactoren zijn.............cooceveiiiennnn.

Ter afronding van het gesprek zal specifiek gewtaagprden welk HR maatregelen
daadwerkelijk effect hebben op de arbeidsprodueitven ziekteverzuim. Hierbij zullen ook
maatregelen aangegeven kunnen worden die niehg@voerd in het bedrijf.

Vragen Aandachtgebieden
Welke maatregelen zijn volgens u het Welke randvoorwaarden spelen hier een|rol
meest effectief om het ziekte in?

verzuimpercentage te verlagen?

Welke maatregelen zijn volgens u het | Welke randvoorwaarden spelen hier een
meest effectief om de arbeidsproductiviteitn?
te verhogen?

OR:

Het doel van dit gesprek is te achterhalen of bepamaatregelen ook daadwerkelijk effect
hebben. Hebben medewerkers daadwerkelijk baateblii@ maatregelen of is het een last
voor hen. Om de succesfactoren te bepalen is mebekang om dit aspect mee te nemen in
het onderzoek. Daarnaast zal gevraagd worden watvindt van enkele maatregelen en of
men tevreden is met de maatregelen. Op deze wiabepen wij te achterhalen of de

medewerkers daadwerkelijk baat hebben bij HR mgelea.

Algemene vragen

Om een beeld te kunnen krijgen van de succesfacisréet ten eerste van belang om te
achterhalen in hoeverre de OR de vrijheid heeft et initiatieven te komen en hoe
medewerkers in de algemene zin tegen het HRM babaickijken.

Vragen Aandachtgebieden

Welke rol speelt de OR in de organisatieAVordt hier daadwerkelijk wat mee
Kunnen jullie met initiatieven komen? gedaan?

Hoe kijken medewerkers tegen het HR
beleid aan?

Training

Het trainen van medewerkers kan de inzetbaarhelmeteren waardoor medewerkers langer
in dienst zullen en kunnen blijven. Maar beoordetedewerkers de training die zij krijgen
ook positief? Medewerkers kunnen het als een obktakn omdat zij niet de juiste soort
training krijgen. Daarom zou hier ook aandacht la@steed worden.

Vragen Aandachtgebieden
Hebben medewerkers daadwerkelijk baatWaar blijkt dit uit? Welk effect heeft het
bij de training die zij krijgen? op het AP %? En als het geen nut heeft

waar komt dit door? Geven medewerkers
aan meer behoefte te hebben aan training?

Indien oudere medewerkers worden Waar blijkt dit uit?
getraind. Zien zij het nut hiervan in?

Krijgen de medewerkers de juiste soort | Zoals: functiegericht, informeel,
training? organisatiespecifiek. Waar blijkt dit uit?
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Verlof

Oudere medewerkers krijgen meer verlofdagen toegk&e hen te ontzien. Deze
maatregelen kunnen effect hebben op het ziektevepaucentage van medewerkers en
wellicht positief op de arbeidsproductiviteit. D&@an hier meer inzicht in hebben.

Vragen Aandachtgebieden

Hebben oudere medewerkers baat bij dg Waar blijkt dit uit? Functioneren zij
extra verlofdagen die zij toegekend hierdoor beter? (Ziekteverzuim and LP)
krijgen?

Ziekteverzuimbeleid
In hoeverre zien medewerkers het ziekteverzuimtbetds een baat of als een last? De
organisatie heeft bepaalde maatregelen ingevoerdeogezondheid van de medewerkers te
bevorderen. Zien medewerkers deze maatregeleemlsaat of als een last?
Vragen Aandachtgebieden

Welke maatregelen zijn er op het gebied
van ziekteverzuimbeleid binnen jullie
organisatie?

Worden de maatregelen op het gebied va#oals, lichamelijk inspanning etc.
gezondheid gezien als een baat of een lastPaar blijkt dit uit?

In hoeverre wordt het contact van direct | Waar blijkt dit uit?
leidinggevenden met zieke medewerkers
gezien als een baat?

Job design
In de voorgaande gesprekken is achterhaald welledregelen de organisatie heeft ingevoerd
en om welke redenen zij dit heeft gedaan. Maar &l medewerkers daadwerkelijk baat
bij de job design maatregelen? Daarnaast is hebglmg om de effecten in kaart te brengen
van deze maatregel.

Vragen | Aandachtgebieden
Hebben jullie daadwerkelijk baat bij de jolb Zoals werkrotatie, demotie, taakverrijking,
design maatregelen die zijn ingevoerd doptaakverbreding. Waar blijkt dit uit?
de organisatie?

Zijn er maatregelen ingevoerd die jullie jujsfoals demotie? Waar blijkt dit uit?
zien als een obstakel?

Blijven medewerkers langer in dienst Welke maatregel heeft hier het meest
doordat er bepaalde maatregelen zijn effect op?

ingevoerd?

Management

Het management kan allerlei maatregelen invoeren noadewerkers te binden aan de
organisatie. Daarnaast kan het management maaremeplementeren om medewerkers te
motiveren. Deze maatregelen dienen wel als nut&gclouwd te worden door de
medewerkers. Daarom zal tevens het nut van de ream&g instrumenten achterhaald
worden.

| Vragen | Aandachtgebieden |
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Wordt er voldoende tegemoetgekomen 3
de wensen van (oudere) individuele
medewerkers?

Zien medewerkers het nut van
functioneringsgesprekken in?

Zien medewerkers het nut van het
werkoverleg in?

Zien medewerkers het nut van
loopbaanplanning in?

afo nee, hoe zou dat beter kunnen zo ja,
waar blijkt dit uit?

Waar blijkt dit uit?En motiveert het
medewerkers?

Waar blijkt dit uit? En motiveert het
medewerkers?

Waar blijkt dit uit? En motiveert het
medewerkers?

Dus de succesfactoren zijn

Ter afronding van het gesprek zal specifiek gewtaagprden welk HR maatregelen
daadwerkelijk effect hebben op de arbeidsprodueiiven het ziekteverzuim. Hierbij zullen
ook maatregelen aangegeven kunnen worden dieimenhgevoerd in het bedrijf.

Vragen

Aandachtgebieden

Welke maatregelen zijn volgens u het
meest effectief om het ziekte
verzuimpercentage te verlagen?

Welke maatregelen zijn volgens u het
meest effectief om de arbeidsproductivite

Welke randvoorwaarden spelen hier een
in?

Welke randvoorwaarden spelen hier een
2itn?

te verlagen?

rol
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Appendix 3 Age distribution

Age distribution (Scenario 1)
100%
90%
80%
70% | B 55 - 65
9 60% | D45 - 55
%]
8 50% B 35- 45
** 40% @25 - 35
30% 017-25
20% |
10% -
0% ‘ ‘ : ; ; ;
2005 2006 2007 2008 2009 2010 2011 2012
Age
Appendix 4 workforce
Indeling Salaris classes 2005 2006 2007 2008 2009 2010 2011 2012
Production employees 12500-22000 2 0 0 0 0 0 0 0
22000-31500 163 163 172 165 159 153 148 143
31500-41000 13 16 17 18 18 18 18 17
41000-50500 2 3 6 8 10
50500-60000 0 0 8 8 8 8 8 8
Total 180 182 203 199 195 192 188 184
Supporting staff 12500-24000 8 6 4 3 2 2
24000-35500 41 37 33 27 23 20 17
35500-47000 20 24] 22| 22 21 20 18 17
47000-58500 9 9 9 9 9 9 9 9
58500-70000 5 3 3 2 2
Total 83 79 71] 64 57 51 46 42
Management staff 52500-74000 7 6 5 4 4 3 3
74000-95500 4 3 4 4 4 3 3
95500-117000 2 2 1 1 1
117000-138500 0 0 0 0 o, o o 90
138500-160000 2 2 1 1 1
Total 15 13 11 10 8 7 6 6
Trainees 2500-4000 1 2 0 0 0 0 0 0
4000-5500 2 6 0 0 0 0 0 0
Total 3 8 0 0 0 0 0 0
Total 281 282 285 272 261 250 240 231
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