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ABSTRACT
A COMPARATIVE STUDY OF SELECTED PROBLEM AREAS IN

THE ADMINISTRATION OF THE PERSONNEL FUNCTION
IN SMALL AND LARGE FIRMS

by Edward Alden Johnson

This study in#estigated selected problem areas
in the administration of the personmnel function in
small and large firms. The purpose of the research
was to gain a better understanding of the inf;uence
~ which the gize of an organization may have on these
adninistrative problem areas by ézamining and inter-
relating the points of view of the company president,
the personnel executive, and other members of top
management who have some personnel responsibility.

It uﬁs hypothesized that there are nganinsful
differences between personnel executives, company
presidents, and operating (line) exsoutivés in small
and large firms with'respect to (1) interrelationships
in administering the personnel funétion, (2) personnel
activities, (3) expectations regarding personnel man-
agement, (4) evaluation of the results and effective-
ness of personnel management, and (5) changes in
personnel management.

This research was part of a larger study con-
ducted in collaboration with the American Management
Association. The sample for the over-all study was
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Edward Alden Johnson

drawn from United States and Canadian firms listed in

the 1966 edition of Poor's Register of Corporations,

Directors, and Executives. Using a disproportional

sampling technique, 300 firms were selected in each
of three size groupings: 500 to 999 employees, 1,000
to 5,000 employees, and over 5,000 employees. Within
these groupings, companies were selected at random

as to geographic location and industry. Fabricating
and processing firms dominated the sample, and the
findings apply most literally to these industries.
However, some transportation companies, financial
institutions, retailers, utilities, and other organi-
zations also participated.

For the purpose of this study, only firms in
two of the three size categories were used: 500 to
999 employees and over 5,000 employees.

Three interrelated questionnaires were sent fo
three categories of executives: (1) the vice presi-
dent, director, or manager in charge of the personnel
department; (2) the president or chief executive of
the company; and (3) a vice president heading a major
functional department, who therefore had personnel
responsibilities of his own. The functional execu-
tives participating were vice presidents of manu-

facturing, marketing, or finance.
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To assess whether there were any meaningful
differences between the response patterns in small
and large firms, three distinctions were made:
percentage differences of 10 percent and over were
classified as great; percentage differences which
ranged between 5 percent but less than 10 percent
were considered moderate; and any percentage dif-
ferences of less than 5 percent were not classified
as different. Although the data obtained in this
study were not tested for statistical significance,
the three distinctions made above provided a general
guide for the interpretation of whether there were
meaningful differences between the responses obtained
from small and large firms.

On the basis of the data collected, the hy-
potheses were not strongly supported. That differ-
ences induced by size do exist in the five problem
areas is undeniable, and conclusions were reached
concerning variables such as: (1) time executives
spend in joint sessions, (2) areas covered by execu-
tives in joint sessions, (3) changes in line-staff
relations, (4) factors accounting for relations
between the personnel department and other depart-
ments of the firm, (5) most time-consuming activities
and concerns of executives, (6) areas in which execu-

tives feel changes have taken place in the past and
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Edward Alden Johnson

in which they would like future changes to occur,
(7) criticisms of the field of personnel management,
(8) additional knowledge and training needed by per-
sonnel executives to meet present standards and to
make significant future advances, (9) quantitative
and qualitative criteria for evaluating the effec-
tiveness of personnel management, (10) pace of
change occurring generally in the field of personnel
management, (11) improvements expected in the activ-
ities performed by the personnel department, and
(12) consequences of changes in the personnel
function.

Caution, however, must be used in drawing in-
ferences about the above differences in order to

avoid exaggerating them.
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CHAPTER I

INTRODUCTION

Statement of the problem

Prior to the early 1950's, most of the literature
pertaining to personnel management focused on meeting
the needs and requirements of large organ:!.zations.1
A number of textbooks placed an emphasis on designing
personnel programs which included well-organized per-
sonnel departments; written policies; training pro-
grams; numerous recruitment, screening, selection,
placement, and induction devices; batteries of tests
to determine personality, interests, abilities and
skills, and physical characteristics; complex wage
structures and incentive programs; and research pro-

- grams designed to provide management with information
about employee attitudes, morale, motivation, training

needs, absenteeism, turnover, and job satisfaction.2

IMax S. Wortman, Jr. and William E. Reif, "An
Analysis of the Industrial Relations Function in Small
Manufacturing Firms: Part I," Journal of Small
Business Management, III, No. 3 (July, 1965), 3.

2Tpid.




2

Moreover, many writers and practitioners assumed that
a scaled-down model of such extensive programs could
adequately meet the needs and requirements of small
firms as well.3

Beginning around 1950, some writers began to
question the application and use of such a formal ap-
proach to personnel administration in small firms.4
These writers improved the body of kmnowledge related
to personnel management by describing the personnel
function in small firms.

Much still remains, however, to be learned about
the relationship between the size of an organization
and its personnel function. For example, business
enterprises, whether small or large, face problems of
enormous complexity in the administration of the per-
sonnel function. Unless the personnel function can
be examined within the total pattern of administrative

behavior, little progress on many crucial problems

will be made.

Purpose of the research

The purpose of this study is to investigate

selected problem areas in the administration of the

3Ibia.

41bia.
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personnel function in small and large business enter-
prises. The aim of the research is to gain a better
understanding of the influence which the size of an
organization may have on these administrative problem
areas by examining and interrelating the points of
view of the key executives in small and large firms
who share responsibilities for the personnel function.

Throughout the study the term personnel function

is used to include all phases of employee relations,
including labor relations. It applies to all levels
of managers as well as to rank-and-file employees.

Basic assumptions
For the purpose of this study, it is assumed

that there are three principal roles involved in the
administration of the personnel function, not two as
popularly supposed. Two roles belong to line personnel:
(1) the president or chief executive of the company,
and (2) a vice president heading a major functional de-
partment, who therefore has personnel responsibilities
of his own. The third is that of the vice pfesident,
director, or manager in charge of the personnel depart-
ment, whose role interposes him between the president
and the operating vice presidents. The analysis im-
Plies that the roles of chief executives and operating

vice presidents are significantly different.



Problems investigated

Five general problem areas are investigated in
this study: (1) interrelationships of the executives
responsible for the administration of the personnel
function, (2) personnel activities of the executives,
(3) expectations of the executives regarding personnel
management, (4) evaluation of the results and effec-
tiveness of personnel management, and (5) changes in
personnel management.

Questions such as the following were drawn up
as initial guidelines: |

l. How much time do the éxecutives spend with
each other?

2. What types of work do they perform when they
are together?

3. How much time do company presidents and line
executives devote to personnel matters of all kinds?

4. What are the personnel activities which
company presidents and line executives do not delegate
to personnel executives?

5. What is the nature of line and staff rela-
tionships in general?

6. Where line-staff conflict exists, is it
improving? Where it is slight, is it stable rather
than increasing?

7. How can line-staff relations be improved?
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8. What are the major personnel activities of
the executives?

9. What are some of the personnel areas in
which the executives feel that changes have taken
place in the past with respect to personnel management?

10. What are some of the personnel areas in
which the executives feel that they would like future
changes to occur with respect to personnel management?

1ll. What do the executives regard as limitations
of the field of personnel management and of personnel
managers? ‘

12. What are some of the ériteria which the
executives use for evaluating the effectiveness of
personnel management?

13. How do the executives view the pace of change
in personnel management?

14, How do the executives view the degree of
change in personnel management?

15. What do the executives consider to be conse-

quences of changes in the personnel function?

Hypotheses
Five hypotheses are formulated for this study:

l. There are meaningful differences between
personnel executives, chief executives, and operating

executives in small firms and personnel executives,
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chief executives, and operating executives in large
firms with respect to their interrelationships in
administering the personnel function.

2. There are meaningful differences between
personnel executives, chief executives, and operating
executives in small firms and personnel executives,
chief executives, and operating executives in large
firms with respect to their personnel activities.

3. There are meaningful differences between
personnel executives, chief executives, and operating
executives in small firms and personnel executives,
chief executives, and operating executives in large
firms with respect to their expectations regarding
personnel management.

4, vThere are meaningful differences between
personnel executives, chief executives, and operating
executives in small firms and personnel executives,
chief executives, and operating executives in large
firms with respect to their evaluation of the results -
and effectiveness of personnel management.

5. There are meaningful differences between
personnel executives, chief executives, and operating
executives in small firms and personnel exedutives,
chief executives, and operating executives in large
firms with respect to their jiews concerning changes

in personnel administration.
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Review of the literature

In 1950, twenty authors, under the auspices of
the American Society of Mechanical Engineers, produced
a book which represented the authors' individual as

well as collective expression of what should be the

best management for small plants.5

One of the topics, "How to Get Best Workers and
Labor Relations," written by Wilbur R. Meredith, is
of particular interest. Meredith took the position

that personnel management in small plants has a dif-

ferent character from that existing in large plan.ts.6

He indicated that small manufacturers have an inherent
advantage over larger corporations:

The big producers with their specialists,
laboratories, high production equipment, etc.,
have a material advantage over the small plants,
but with increasing size there comes a dilution
of the all-important personal relationship be-
tween the workman and the management. Here,
then, is a competitive area in which the man-
ager of a small plant can capitalize on the
advantage of his small-sized operation.

Proper attention to securing best suited
workers and labor relations improves the com-
petitive position of the small company out of
all proportion to the time and money inyvested
in properly handling the working force.’ .-

’Edward H. Hempel, ed., Small Plant Management
(New York: McGraw-Hill Book Company, Inc., 1950).

O4ilbur R. Meredith, "How to Get Best Workers
and Labor Relations," in Small Plant Management, ed.
by Edward H. Hempel (New York: MNc-Graw Book Company,
Inc., 1950), p. 248.

7Tbid.
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With the above thoughts in mind, Meredith sug-
gested some policies and procedures which he thought
would prove effective in small plants.

In 1951, the National Industrial Conference
Board conducted a survey in order to obtain informa-
tion about what kind of personnel program is possible
in the small company and who in the organization
handles it.a

Examining personnel administration in fifty-
seven companies with less than 500 employees, the
Conference Board found that every function considered
within the scope of personnel administration by large
companies in a former Conference Board survey was
carried out in small plants. In general, these func-
tions included: employment; maintenance of employee
records; training; health and medical service; safety;
wage and salary administration; employee services;
administration of employee benefit plans; collective
bargaining; employee communication; organization

9 ,

planning; and personnel research.

8National Industrial Conference Board, Inc.,
Personnel Administration in the Small Co s Studies
in Personnel Policy, No. 117 (New York: Ea%%onal
Industrial Conference Board, Inc., 1951).

Ibid., p. (93).
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The Conference Board also found that in nine
of the fifty-seven companies, personnel functions were
handled by a committee or by several individuals in
the company. But in forty-eight companies, most of
the functions were centralized and were headed by one
person. This centralization began in companies having
between 100 and 200 employees and increased as the
companies grew in size. ZEach company in the group
which had between 400 and 500 employees had a per-
sonnel manager.lo

A total of thirty-nine of the companies had per-
sonnel departments. Approximately half of the person-
nel managers (using this term to include titles of all
heads of personnel departments) reported to the presi-
dent of the company, while little less than half were
responsible to a vice presiden.t.11

In 1953, James M. Black and George Piccoli re-
. ported on industrial relations problems encpuntered
in hundreds of companies, and they offered recommenda-

tions for small businesses confronted by similar

situations. Much of the information was obtained from

101p34.

1lmpsa.
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personnel directors of Cleveland companies in response

to surveys made by the Associated Industries of

Cleveland.12

Alton W. Baker, in 1955, attempted to explain
some of the more important aspects of personnel manage-
ment applicable to the operations of small manufactur-
ing plan,ts.13

Baker stated:

There is a dearth of pertinent material
since practically all of the available litera-
ture of the field of personnel management is
concerned exclusively with the large company.
The personnel programs of these companies can-
not be duplicated in a small company due to
the limited time, staff, and resources avail-
able to thﬁ small company for personnel
activity.l

The study had several purposes. The first was
to discuss the principles of personnel management as
they specifically apply to small business. This in-
formation was to provide theoretical material which
could be used by small businessmen to determine the

degree to which their personnel practices adhere to

12James Menzies Black and J. George Piccoli,
Successful Labor Relations for Small Business (New
ork: cGraw- ook Company, Cey .

13Alton W. Baker, Personnel Q%%ggement in Small
Plants (Columbus, Ohio: eau o siness Research,
College of Commerce and Administration, The Ohio State
University, 1955). '

¥ pia., p. 3.
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the principles generally accepted by writers in the
field of personnel administration. The second was to
provide empirical information which could assist in
answering some of the questions of small businessmen
about how the program could be organized, staffed,
and administered. The final objective was to summarize
the patterns found in personnel programs prevailing in
small companies and to draw some conclusions regarding
such programs.15
A questionnaire was mailed to a sample of manu-

facturing companies in Ohio employing from three to

299 persons in 1951. The names of the companies were

obtained from the Manufacturers' Directory, 1951. The
companies were selected at random without knowledge<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>