INTERNATIONAL JOURNAL OF SCIENTIFIC PROGRESS AND RESEARCH (lJSPR)

Issue 132, Volume 45, Number 04, March 2018

ISSN: 2349-4689

Rethinking Company Loyalty and Long Term
Employment

Dr. K .R. Subramanian

Professor of Management and Senior Consultant — Operations,

Credait.com

ABSTRACT-Organizations which have existed for a long time,
say over a hundred years, have probably employees serving for
a long period of over 20-30 years. Many of them have been
employed for their life time and their loyalties have been
appreciated. However present day organizations live in an
environment of flux and the forecast of future is uncertain.
Organizations need to adapt continuously to environmental
pressure t0 sustain and grow. Such environmental pressures
can be very decisive for organizations and will need to take a
path contrary to existing beliefs of long term employment,
continuity of employment etc. This is because of various factors
like changes in technology, human habitats and social attitudes.
While business interests call for pragmatic views on this it is a
situation of conflict for the Stake holders of business,
particularly the share holders. The present research paper
attempts 10 analyze these factors of long term implications to
organizations. Business interests lie in making the company
grow and make growing contribution to profitability and
effectiveness. Both these factors are critical to the future and
continued existence 0f the organization.

Keywords-Long term employment and business interests, impact
of environmental pressures, Future of business and long term
implications on profitability and effectiveness.

l. INTRODUCTION

These days, your best workers are likely to show more
loyalty to their careers than the company. An article of
Harvard Management Update, gives a new view of loyalty
and its meaning to employers and employees. Few
business leaders would deny the importance of
organizational loyalty; perhaps fewer still believe they can
achieve it the way they once did. After all, the lifetime
contract expired long ago, and your people—especially
your best people—are more likely to display loyalty to
their careers than to you, their employer. The very nature
of the relationship between employers and employees has
undergone a fundamental shift: Today, workers not only
don't expect to work for decades on end for the same
company, but they don't want to. They are largely
disillusioned with the very idea of loyalty to organizations.
But, at the same time, they don't really want to shift
employers every two to three years for their entire careers.
Similarly, companies would grind to a halt if they had to
replace large portions of the workforce on a similar
schedule.
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Fig. 1.1: Loyalty or long service?

Here are six qualities of remarkably loyal employees:
Loyalty has absolutely nothing to do with length of
employment. The employee wWho's been there six months,
embraces where the Company wants to go, and works his
butt off every day to help your company get there?
Experience matters, but I'll take the six-month employee
every time. Loyal employees are loyal to your company.
They work hard for their pay and are committed to your
company's success. Loyal employees may someday leave,
but while they work for you they do their best and often
even put the company's interests ahead of their own.
Remarkably loyal employees hit the next level. They aren't
just loyal to the company. They're also loyal to you--even
though their loyalty can be displayed in surprising ways.

Remarkably loyal employees flip the employer-employee
relationship: They know you want to help them reach their
professional and personal goals and that you want what's
best for them--and they also want what's best for you, both
at work and in your personal life. They see you as more
than just a boss, and they treat you that way. As a general
rule, the more rungs on the ladder that separate you and an
employee, the less likely that employee will be to disagree
with you. For example, your direct reports may sometimes
take a different position or even tell you that you're wrong.
Their direct reports are much less likely to state a position
other than yours. Loyal employees know that you most
need to hear what you least want to hear: that your ideas
may not work, that your point of view is off, that you made
a mistake. They'll tell you because they know that though
you may not care much for what you hear, you care
tremendously about doing what is best for your company
and your employees. The really loyal employees get the
sense that they don’t gossip, they don't snipe, they don't
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talk behind your back--they give you the respect, even
when you're not around, that they expect to receive.

Debate is healthy. Disagreement is healthy. Weighing the
pros and cons of a decision, playing devil's advocate,
sharing opinions--every leader wants to hear what his or
her team thinks. It's not just enlightening; it's stimulating.
Remarkably loyal employees trust that they can share their
opinions as freely as you do. In fact, they trust that you
want them to--because you, and the company, benefit from
an honest exchange of differing opinions and points of
view. Even when they disagree with a decision,
remarkably loyal employees don't try to prove you wrong.
They do everything they can to prove you right. Still,
sometimes they need to leave: for a better opportunity, a
different lifestyle, to enter a new field, or to start their own
business. But they also know their departure will create a
tremendous hole, so they let you know what they're
thinking to give you plenty of time to prepare.

Hopefully by now you’re convinced that employee
engagement and loyalty is profitable and important.
Employees that buy into their roles bring in more revenue
and cost less than their disgruntled counterparts. Like any
aspect of corporate culture, the desire to seek and reward
employee loyalty must come from the top. If top
executives don’t care about engendering long-term loyalty,
neither will managers. If managers don’t care, then you’re
heading for high turnover and a lot of money wasted on
churn.

1. OBJECTIVES AND METHODOLOGY

The competitive business environment today has posed an
organizational dilemma and a problem. Loyalty of
employees and their continued support and cost savings do
matter to all employers. But the requirements of
organization keep changing and always companies have to
contend with the developments and the growing
generational gap. But as a

Credit Sean Kelly
Fig. 2.1 The vacuum created by departure of loyal
employees

Growing company, organizations have to plan for
replacements and go ahead with their corporate and
business plans. This question has emerged in management
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literature and practice like the proverbial ‘chicken or egg’
situation. For the purpose of the current research study the
following specific objectives have been identified.

e  Current business environment and its impact on
organizational thinking.

e  Environmental impact on employment

e (Criteria for
environmental pressures.

e How current thinking is shaped on Loyalty and
long term employment.

e  Conclusions from the data analysis and inferences

e Suggestions for futuristic action plan

recruitment and impact of

The above objectives, though ambitious have been retained
S0 as to attempt a detailed data search and analysis. On a
preliminary examination which was followed by detailed
search, adequate data has been compiled S0 as to arrive at
satisfactory conclusions. It is heartening to note that a lot
of research has been undertaken in related topics so that
researcher was able to shortlist literature. References have
been tabulated at the end of the paper. This was found to
be a challenging topic for research and the researcher
would like to compliment all those who have done some
research previously and which was helpful in guiding the
present research.

. REVIEW OF LITERATURE

The old model of employment was a good fit for an era of
stability. In stable times, companies grew larger to
leverage economies Of scale and process improvement.
These titans offered an implicit deal to their workers: We
provide lifelong employment in exchange for loyal service.
“Maximizing employee security iS a prime company goal,”
Earl Willis, General Electric’s manager of employee
benefits, wrote in 1962.In that era, careers were
considered nearly as permanent as marriage. Employers
and employees committed to each other, for better or
worse, through bull and bear markets, until retirement did
them part. For white-collar professionals, progressing in
one’s career was like riding an escalator, with predictable
advancement for those who followed the rules. Because
both sides expected the relationship to be permanent, both
sides were willing to invest in it and each other.

Then the world changed, both philosophically and
technologically. The rise of shareholder capitalism led
companies and managers to focus on hitting short term
financial targets to boost stock prices. Long-term
investment took a backseat to short-term cost-cutting
measures like “rightsizing”—or as we used to call it, firing
people. Around the same time, the development of the
microchip ushered in the Information Age, sparking a
communications revolution and the globalization of
Companies like the Big Three American
automakers found themselves competing with leaner,

business.
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hungrier competitors. As a result of these shifts, the
stability of the 1950s and 1960s gave way to rapid,
unpredictable change, and once-stalwart companies began
to be toppled out of the S&P 500 at a faster and faster rate.
Adaptability and entrepreneurship became key to achieving
and sustaining success in business, their importance
growing as the spread of computers and software imposed
Moore’s Law on every corner of the economy. Today,
anyone With an internet connection has the power to
connect with billions of others around the world. Never
before in human history have so many people been
connected by so many networks.

The traditional model of lifetime employment, so well-
suited to periods of relative stability, is too rigid for
today’s networked age. Few American companies can
provide the traditional career ladder for their employees
anymore; the model is in varying degrees of disarray
globally.

. Fig. 3.1: Creating Customer Loyalty

Like any aspect of corporate culture, the desire to seek and
reward employee loyalty must come from the top. If top
executives don’t care about engendering long-term loyalty,
neither will managers. If managers don’t care, then you’re
heading for high turnover and a lot of money wasted on
churn. One of the definitions of loyalty is staying with
something even when it goes against our selfish interests.
Some studies have shown that employees earn a 10-20%
raise on average when taking a new job. Meanwhile the
typical in-house raise is somewhere around 3-4%. Once
you factor in inflation and increased cost of living, that’s
more like a 2% raise. If salary is singled out, what's
keeping employees from constant job hopping? Further, as
an employee ages and compensation increases, there is a
common fear of sticking out too much. These employees
become prime targets for reduction when belts tighten.
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Fig. 3.2: Employee costs
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But the situation may be more complicated. Depending on
how you define it, loyalty may not be dead, but is just
playing out differently in the workplace. Loyalty implies
sticking with someone or something even if it goes against
your own self-interest. Especially in business, loyalty
carries the expectation that you will be rewarded for this
allegiance. Fifty years ago, an employee could stay at the
same company for decades, and the company reciprocated
with long-term protection and care. Many were guaranteed
longtime employment along with health care and a
pension. Now many companies cannot or will not hold up
their end of the bargain, so why should the employees hold
up theirs? These days, trust is more important than loyalty:
Loyalty is about the future; trust is about the present, is the
opinion of many consultants. For some baby boomers, this
shift has been hard to accept. Many started their careers
assuming that they would be rewarded based on long
tenure. Now they are seeing that structure crumbling
around them — witness recent layoffs. Don’t their
experience, wisdom and institutional memory count for
anything? A longtime employee who is also productive
and motivated is of enormous value, said, chief talent
officer at Deloitte. On the other hand “You can be with a
company a long time and not be highly engaged.”

But employees may be invoking loyalty when something
very different is involved. They may say they are staying
in a job for the sake of their company, when, in fact, inertia
and fear of change are keeping them there. Then there are
the effects of the recent recession. Many people — if they
haven’t been laid off — have stayed in jobs not out of
loyalty but because they feel they have no choice.
Employers may need to prepare for profound disruptions
as their workers head for the exits when the job market
improves. If the pendulum shifts, how will businesses
persuade their best employees to stay? Money may do the
trick, but not always. Especially with younger people,
employers need t0 make jobs more challenging and give
workers more creative leeway. More experienced workers
can benefit from opportunities, retraining, recognition and
flexibility. Loyalty may not be what it once was, but most
companies Will still be better off with at least a core of
people who stay with them across decades. In short, if
loyalty is seen as a commitment to keep workers of all ages
fulfilled, productive and involved, it can continue to be
cultivated in the workplace — to the benefit of both
employer and employee.
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Fig.3.3: The Golden Watch era is over, but employee
loyalty should still be rewarded.

Various survey results on loyalty and retention of
employees give the following picture:

5] 34.1% of American workers are engaged
(Gallup)

21 51% of the U.S. workforce is not engaged
(Gallup)

51 50% of millennials would consider another job
opportunity even if they weren’t looking to leave
(IBM)

[E 40% of employees are considering employment
outside of their current firm within the next year
(SHRM)

21 Cost of replacing entry level employees: 30-50%
of their annual salary (ERE Media)

[2] Cost of replacing mid-level employees: 150% of
their annual salary (ERE Media)

21 Cost of replacing high-level or highly specialized
employees: 400% of their annual salary (ERE
Media)

1 Andsoon....

There are much more survey and research results but most
of them have the same or similar conclusions. In spite of
the cost of replacement being so high the employees still
leave to seek greener pastures. So, life time employment
and retention have become more of an aspiration than a
practical reality.

Managers, more than money, employee perks, peers, any
other factor, are the main influence on why people leave.
They have to know that building and sustaining great
employees is a top priority. They need to know how to
make life easier for the people that make them look good,
in other words, loyalty. Here are a few more ideas any
company can use to make sure employee loyalty is as
valuable for the employee as it is for the company:

1 Don’t allow an employee to toil in one position
just because they’re good at it, (unless that’s what
they really want). In those situations, explore
alternatives - perhaps more responsibility within
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their position, or the opportunity to explore
tangential practices Give them the chance to grow
and advance, and the skills to do so.

[[1 Loyal employees struggle to say no. Allow
employees to focus on their expertise and all
projects that are best handled with that expertise.
Everything else should be delegated.

21 Recognize and honor your loyal employees, but
don’t go overboard with it. Loyalty should be
rewarded but not lavished as otherwise it can
breed resentment among peers.

[E] Sometimes loyalty can be mistaken for
complacency. An employee has a cushy job with
few responsibilities will naturally stick around as
long as they’re allowed. Comfort is required to
engender loyalty among most employees, but it’s
important that they always have a goal to push
for. And with every goal comes a need for
measures and eventual rewards.

Is there a way for both employers and employees to strike
a brand-new balance when it comes to loyalty—one that
gives organizations the focus and expertise they need to
compete and employees the career development
opportunities they demand? According to the experts
interviewed by Update, the answer is yes, but only if
companies are willing to rethink how they define loyalty
and how they manage their people.

It's true, the experts say, that to produce their best work,
employees must be loyal to the company and what it stands
for. But "employees can give their employers 100 percent
and provide great performance while furthering their own
careers,” says Joyce Gioia of The Herman Group, a
consultancy based in Greensboro, North Carolina "The two
aren't mutually exclusive," especially when the skills that a
person masters to further her own career are also what the
company needs. And when firms help workers acquire new
skills that support their professional advancement, they
often win those workers' commitment—and attract loyal
new employees. This gives rise to another important point:
Employers can promote company loyalty by helping
people grow out of their jobs—ideally, into new ones
within the company. But even when you can't retain talent,
it doesn't mean departing employees weren't loyal. Indeed,
another mistaken assumption is that loyalty has to mean
"forever."

If an employee's loyalties to his career and to an employer
aren't mutually exclusive, how can leaders ensure that the
employee-employer relationship pays off for both parties?
The most effective executives and managers are applying
these strategies: When a company helps its employees
develop expertise that furthers their professional
development and enables the company to address its
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thorniest challenges, both types of loyalty align
powerfully. How to achieve this alignment? "Encourage
managers to discuss their direct reports' career goals with
them as often as possible," advises business coach Gayle
Lantz. "Managers need to help their people identify links
between their own professional goals and the company's
goals. When people understand the larger business context
in which the company is operating, they can more easily
define ways to advance their own careers.” It's difficult for
some managers to see the value in supporting a prized
employee's development, says Gratham. "They want to
keep their stars. But if we get some resistance, we have
managers talk with business coaches to better understand
the long-term payoff of supporting employees'
development." Grantham also notes that it's in managers'
best interest t0 encourage development, since another
manager's star employee most likely wants to transfer into
their departments.

Jobs that provide variety and the freedom to make
decisions and mistakes engender extensive loyalty, the
experts note. Allowing people to take ownership of
projects gives them the opportunity to develop new skills
and, just as important, the chance to show what they can
do.

For many employees, loyalty is born or cemented through
relationships with supervisors and colleagues. Fostering
supportive relationships among employees can further
enhance their loyalty to your organization. "Enable people
to work through conflicts constructively,” says Kenneth
Sole, president of Durham, New Hampshire-based
consultancy Sole & Associates. "Many managers find this
concept counterintuitive. But positive conflict resolution
gives people the sense that "We're in this together; we're a
team."'To leverage this principle, Sole advises managers to
model effective conflict resolution as well as educate their
teams about this powerful skill. "Read books on various
conflict-resolution techniques," he suggests, "and regularly
practices at least one technique that fits your style. As your
comfort with conflict resolution grows, at least some of
your direct reports will begin emulating you."

The lifetime employment contract was never the only way
to build employee loyalty," says Rogers. "Emphasizing a
company's purpose—why we create wealth—also
engenders loyalty," especially when employees see the
connection between their values and the company's
mission. By putting a human face on its mission,
Medtronic has achieved employee-retention rates above the
industry average, says Erdahl. And it gets a whopping 95
percent favorable response rate to the employee-survey
item "I have a clear understanding of Medtronic's mission"
and a 93 percent favorable response to "The work | do
supports the Medtronic mission." Erdahl agrees that a
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company's mission is especially compelling when patients'
lives are at stake. But organizations in any industry, he
says, can find ways to help employees see how their daily
work affects customers.

In response to these competitive pressures, many—
probably most—companies have tried t0 become more
flexible by reducing the employer-employee relationship to
what’s explicitly spelled out in a legal and binding
contract. This legalistic approach treats both employees
and jobs as short-term commodities. Need to cut costs?
Lay off employees. Need new competencies? Don’t train
your people—hire different ones. “Employees are our most
valuable resource,” companies insist. But when Wall Street
wants spending cuts, their “most valuable resource”
suddenly morphs into their most fungible resource. In the
1980s, a Conference Board survey found that 56 percent of
executives believed “employees who are loyal to the
company and further its business goals deserve an
assurance Of continued employment.” Just a decade later,
that figure had plummeted to 6 percent. Remember GE’s
focus on maximizing employee security? By the 1990s, GE
CEO Jack Welch was quoted as saying, “Loyalty to a
company? It’s nonsense.”

In the at-will era, employees have been encouraged to
think of themselves as “free agents,” seeking out the best
opportunities for growth and changing jobs whenever
better offers beckoned. The Towers Watson 2012 Global
Workforce Study found that even though about half of
employees wanted to stay with their current employer,
most of them felt that they would have to take a job at a
different company in order to advance their careers. “It’s
just business” has become the ruling philosophy. Loyalty is
scarce, long-term ties are scarcer, but there’s plenty of
disillusionment to go around. And SO0 managers and
employees end up staring at each other after the “Welcome
to the Company” happy hour, knowing that their
relationship relies on mutual self-deception, but unable to
do anything about it. As much as companies might yearn
for a stable environment and employees might yearn for
lifetime employment, the world has irrevocably changed.
But we also can’t keep going the way we’ve been going.
Trust in the business world (as measured by the proportion
of employees who say they have a “high level of trust in
management and the organization” they work for) is near
an all-time low. A business without loyalty is a business
without long-term thinking. A business without long-term
thinking is a business that’s unable to invest in the future.
And a business that isn’t investing in tomorrow’s
opportunities and technologies—well, that’s a company
already in the process of dying.

If we can’t go back to the age of lifetime employment, and
the status quo is untenable, it’s time to rebuild the
employer-employee relationship. The business world needs
a new employment framework that facilitates mutual trust,
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mutual investment, and mutual benefit. An ideal
framework encourages employees to develop their personal
networks and act entrepreneurially without becoming
mercenary job-hoppers. It allows companies to be dynamic
and demanding but discourages them from treating
employees like disposable assets. The Alliance lays out a
path forward for companies and their employees. We can’t
restore the old model of lifetime employment, but we can
build a new type of loyalty that both recognizes economic
realities and allows companies and employees to commit
to each other. Our goal is to provide a framework for
moving from a transactional to a relational approach.
Think of employment as an alliance: a mutually beneficial
deal, with explicit terms, between independent players.
This employment alliance provides the framework
managers and employees need for the trust and investment
to build powerful businesses and careers.

Online Social
Directoviey TV/Radio [Media Word of

Fig. 3.4 : Relationship, Engagement and Loyalty

In an alliance, employer and employee develop a
relationship based on how they can add value to each
other. Employers need to tell their employees, “Help make
our company more valuable and we’ll make you more
valuable.” As Bain & Company’s chief talent officer, tells
recruits and consultants, “We are going to make you more
marketable [in the labor market in general].”Employees
need to tell their bosses, “Help me grow and flourish and
I’ll help the company grow and flourish.” Employees
invest in the company’s success; the company invests in
the employees’ market value. By building a mutually
beneficial alliance rather than simply exchanging money
for time, employer and employee can invest in the
relationship and take the risks necessary to pursue bigger
payoffs. For example, many HR leaders and executives get
frustrated when they spend a lot of money on training and
development programs, only to see employees walk out the
door months later. If you think of your employees as free
agents, the natural response is to slash training budgets.
Why train a competitor’s new hire? In an alliance, the
manager can speak openly and honestly about the
investment the company is willing to make in the
employee and what it expects in return. The employee can
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speak openly and honestly about the type of growth he
seeks (skills, experiences, and the like) and what he will
invest in the company in return by way of effort and
commitment. Both sides set clear expectations.

When a company and its managers and employees adopt
this kind of approach, all parties can focus on maximizing
medium-and long-term benefits, creating a larger pie for all
and more innovation, resilience, and adaptability for the
company.

IV.  ANALYSIS AND CONCLUSIONS

Organizational thinking and redesign have been much
influenced by the concepts of Loyalty and long term
employment. The pros and cons of this thinking have been
identified. Businesses have to continuously scan the
environment in which they operate and strategize factors in
favor of them. In the present era of digitalization and the
proliferation of electronic hand held devices for faster
communication of information, this decision seems to be in
favor of the younger generation. But then how do we
ensure loyalty? Current business environment has made
organizations think about their future plans and strategies
for employee recruitment and retention strategies.

Impact of environmental forces on Employment is
considerable along with their impact on society and the
culture. The societal developments have an impact on long
term employment and recruitment policies. The
developments in electronic media and in the
communication modes have made a serious impact. The
digital developments have reduced the time taken for
decision making and generally speed up all processes.
Organizations are looking for different skill sets for
employees and the long term service and loyalty become
the irrelevant. Today organizations want results in a jiffy
by hook or by crook and in the process they are prepared to
make some sacrifices and the long term employees become
the causality of such decision making.

organizational have
enormously influenced recruitment practices. Since the
concept of long term employment iS on the vane, ne
recruitment through electronic media and other HR
practices have made possible for companies to ease out
unwanted long term employees whose contribution has
come to a standstill. Current thinking as we have seen in
the literature review is shaped by the emerging needs of the
organization to recruit more talented and skilled people.
Criteria for such recruitment are very logical and objective;
organizations want new recruits to contribute immediately
towards the objectives.

Environmental and pressures

Organizations live by the day in modern times of cut throat
competition. Digital media and the speed at which
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information needs to be processed are possible by new and
talented recruits only. Some of the qualified and long term
employees Who have gained expertise and skills can
survive. But it will always be the survival of the fittest.

A detailed Data Analysis throws up a lot of questions more
than the answers we seek. The current environment Of
business is full of challenges, which need a proper analysis
and understanding in the right perspective. Several
Conclusions can be arrived at from different perspectives.
Since we have clearly stated at the beginning the
Objectives of the current research paper, we will restrict
our comments to these Objectives and their fulfillment.
From the data analysis one of the inferences which are
rather inescapable is the transformation of organizations
towards a fast pace digitalized economy. Survival depends
on the organizational culture to adapt and move forward.

V. RECOMMENDATION

Several suggestions can emerge from this research paper
and data analysis. Most inescapable conclusion is that
organizations have to be on their toes. The digital
revolution has thrown up several challenges. One of the
greatest challenges for organizations is how to manage
long term employees with loyal service records. There are
no hard and fast rules. Organizational creativity and
resurgence is needed. Top Management may be tempted by
easy options. But a durable and acceptable solution has to
be found out. Talent Management efforts of present
organizations are in this direction. With the kind of Talent
that is emerging in organizations and their efforts to train
and develop managers this is not impossible. After all,
Organizations by definition are going concerns and they
are ready to go the distance!
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