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The decline in oil prices dering the mid-1980s and carly 1990s adversely
affected many industries, Profits were down for all major oil g;'ompanies and many
of their suppliers. Few new orders were received by the producers of drilling fluids,
for example, and many existing orders: were canceled or scaled back, As a supplier
of drilling fluids, Beta Chemical Company’s sales plummeted. Beta, locaed in

Lafayette, Louisiana, supplies companies such as Texaco, Shell, and Pennzoil as well
as independent oil driflers, often called wildoatters. "

Beta had implementzad & comprehensive profit-sharing plan after several years of |

rapidly increasing sales and profits, The decision was based largely on an attitude
survey of the employees ai Beta, which showed that they strongly preferred profit
sharing over other benefits. ' ' s

- In the early 1990s, the mmpensat%on plan at Betz provided for base wages about
20 percent below wage levels for similar jobs in Lafayeite, but half of company
profits were paid out each quarter as a ﬁxed percentage of employee wages.
Distributed profits averaged more than SO percent of base wages.  This caused
average total compensation at Beta to hc 20 percent above that of the are.  Becanse
of the high pay, Beta remained a popm:ar employer, able to take its pick from a long
waiting list of applicants. '

Benefits were kept to a minimum at Beta.  There was no retirement pian and a
very. limited medical plan designed to cover catastrophic iitness only. Employees
considered this a good bargain, though, in Hght of their above-average compensation.

“Profits were down markedly in 1992, and the profit-sharing bonus was less than
half the historical average. Eamings declined further for the first two quartérs of
1994. By midyear, it was clear that the company would be in the red for the entire

"second half. A board meeting was cailed in Jate August to discuss the profit sharing

program. One director made it known that he felt the company should drop profit

sharing, The human rescurce director, Vince Harwood, was asked to sif in on the

board meeting and to make a presentation suggesting what the company should do

about compensation.

Questions .

1. Evaluate the compensation plan at Beta. (20 27)

2. If you were Mr. Harwood, what would you recominend for the short term? For
the long term? (20 &)

(=)
British Airways (BA) has the largest centralized commercial recruitment

" operation in the United Kingdom, recruiting nearly 5,000 people'each year. A team

of only nme:ty _peuple, supported by a mainframe computer system, has the rather
arduous task of handiing 72,000 applications, 13,000 job applicants, and 165,000
unsolicited inquiries—all for a worldorce of 50,000 employees.
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At the beginning of tht-e 19903, senior human resources executives 2t BA took
significant steps o deal with changes they had observed in the labor market. For

some time it had been increasingly difficult to find ckilled recraits in areas such a3

information techmology, finance, and engineering.  In addition, there had been a clear
downturn in the supply of skilled young people. Al of these trends were occurting
side by side with an increase, driven by business growth, in demand for skilled Jabor,

The widening gap between supply and demand led to the creation of a
recruitment marketing team within BA. ‘The primary purpose of the team was to
ensure consistency in the promotion of BA as a first-choice employer and to extend
the company’s customer-focused approach to the recruitment field. - a

The team’s first priotity was to apply some basic customer service principles o
the recruitment operation as a whole. Having identified that there were, in fact, two
customers for recruitment—external applicants and line managers—the team drew up

- basic guidelines and targets for measuring the quantity, quality, tming, and cost of

services provided o each. Within career services, measures were developed to
ensure excellent response to ielephone inquiries  (e.g., answer all calls within twenty
seconds ) and graduate recruitment {e.g, acknowledge receipt of a candidate’s
application within three days ) .

In addition to establishing quality standards, BA also developed four differemt -

fraining programs for line managers to help increase their understanding of the
recruitment marketplace, emphasize the importance of equal opportunity in
recruitment, and improve their basic skills in assessment and selection.  This training
was a crucial element of BA’s strategy of meeting the needs of the airline while
sitnuitaneously reducing the head count in the recraitment department itself. As a

consequence of the reorganization and fraining, many of the traditional HR functions .-

were handed over to line managers themselvés.
In order to promote BA as a first-choice employer, the company worked with

Barkers Advertising to develop a recruitment advertising style that was consistent

with the company’s $40 million advertising budget. The phitosophy was to convey a

consistent corporate message while iargeting different niches, especially for positions .

that were difficult to fill,

It their ¢fforts to promote BA as first choice among employers, the recruitment
department made special efforts to maintain & delicate balance between projecting the
- genuine opportunities of working for & company of the size and diversity of British
Airways and the tendency to paint too rosy a picture of the realities of life within a
large corporation. This was seen as especially important since retaining talented

employees in a diminishing labor market was perhaps more important than atracting”

them in the first place.

These efforts at BA are indicative of the company’s overall effort to build a more -

flexible and capable workforce. Flexibility and capability are two vital ingredients
in the company’s strategy to become a world-class carrier in the airline industry.

Questions

3. What is - the relationship befween sirategy, human resources planning, and
recruitimexnt at British Airways? (20 7

4.Do you agee with BA’s decision to shift respuns:bﬂny for recruitment and
selection over to tine managers? Explam. (20 23

5. What else could British Airways do to atiract qualified candidates? (20 £)
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