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GUIDED TOUR

Learning Objectives work in conjunction with the
chapter-ending Summary Propositions to quickly show
you what you will learn about in the chapter and help
you compare how well you have understood the learn-
ing you undertake.

Window on Practice boxes provide you with examples
of real organisational practice, survey results, anecdotes
and quotations and court cases, helping you to build up
your knowledge of real-World practice and prepare you
for life after study.
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Regular quotes throughout help to enliven and
contextualise the subject.

ORGANISATIONAL AGILITY
AND FLEXIBILITY

~—JP>THE OBJECTIVES OF THIS CHAPTER ARE TO:

Explain the principles of organisation design and assess the need for
organisational agility

Outline the most common types of organisation structure
Discuss the reasons for and types of workforce flexibility

Discuss forms of both employer and employee flexibility and the
extent to which they are implemented in practice

Activity boxes encourage you to regularly review and
critically apply your learning, either as an individual or
within a group. These have been developed for both
students with little or no business experience, as well
as those with more practical knowledge.

Chapter33 Advanced HRsells

For, o the penetrating eye,
“There's no apparent reason why,
With no more assets than a pen,

“This group of personable men
Can sell to dlients more than twice
The same ridiculous advice,

O find, in such rich profusion,
Problems to fit their own solution
The strategy that they pursue -
To give advice instead of do—
Keeps their fingers on the pulses
‘Without recourse to stomach ulcers,
And brings them monetary gain

‘Without 2 modicum of pain.
“The wretched object of their quest,
Reduced o cardiac arrest,
s left alone to implement
“The asinine report they've sent
Source: Taken from Ralph Windle (1965). Republished
with consent of the author.

“The amount of money spent on consultants by the UK government and its agencies has.
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future,after they have left. Here is an approach o using consultants in HR work.

Describe the problem
What is the issue on which you are thinking of obtaining outside assistance? This is not
as obvious as it might seem. If, for example, the marketing dircctor leaves abruptly, the




Summary Propositions provide a useful revision tool

Guided Tour

O SUMMARY PROPOSITIONS
1.1, Glbalaton i the mostsignifcant contemporay development n the business

enabling you to recap and check your understanding of the
chapter. In conjunction with the chapter-opening Learning
Objectives, you can quickly determine whether you are pre-
pared enough to move on, or need further study.

General Discussion Topics are useful both as a basis for

>
> environment
ments and the choices made by governments around the world.

This wil continue forthe foreseeable future.
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and the rise to prominence of multinationalcorporation.

achieve core people management objectives.

g GENERAL DISCUSSION TOPICS
1. process

orto slowit down considerably?

group discussion within tutorials or study groups, as well as
activities to help develop your better understanding of the
topics covered within the chapter.

Theory into Practice case studies or learning activities that

the biggest losers from globalsation”

Y

profoundly than others?

U THEORY INTO PRACTICE
Dixon Ticonderoga

17905,
For

.t conic Number 2
pencil being used across the country by millons of children when siting school tests and
exams. By 1990, 4 billon pencils were being sold each year inthe USA, a good chunk of them

enable you to put your learning into practice within a real
istic scenario. Improve your employability by answering the
associated questions and developing a better understanding
of business practice.

Chapter3 HRM around the world
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FURTHER READING <

manufactured by Dixon at its plants i Florida. At thi time, four American manufacturers

0390 0§95 millon a year.

Further Reading sections provide guided access to some
key readings in the area, and help you to further develop
your skills and learning.
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PREFACE

Peter Drucker, the early and highly respected management guru, once said that management was largely
about making things difficult for other people. HR is a management function which many people regard
as making life difficult for them. This text has evolved steadily over thirty-five years to this tenth edition.
Our objective has always been to track the development of the personnel/HR function and its activities
in a way that fits with the changing approaches to the teaching of the subject in universities. There is
no doubt that academic research and teaching has an important impact on practice. We see our role as
to help the teaching and learning process to assist those working, or aspiring to work, in HR or kindred
roles. Our hope is that those who read this text will move on to work in a way that seems less like making
things difficult for other people and more like making their employment more satisfying, and make a
success of the jobs they share. At the same time, some people sometimes do need to have their working
lives made more difficult!

Despite the increasingly global nature of HR activities, we live and work in Britain and basing a text
in a specific context gives it more substance and meaning to its readers. To paraphrase Shakespeare, the
writer brings a shape to things unknown, giving them a local habitation and a name. Things that were
understood in isolation fit together and acquire new meaning when applied in a specific setting. The
time of writing and revising the text was through the Summer of 2016, before and immediately after the
referendum that produced a vote in favour of the United Kingdom leaving the European Union. Being
a member state has always been the background to our writing, but we see no need to make altera-
tions. It is clear that the process of withdrawal will be protracted and the implications for employment
practice are going to be limited. We are confident that the book will remain up to date and relevant
throughout its lifetime.

Our structure is of seven distinct parts with thirty-three chapters, each with objectives, summary
propositions, general discussion topics, theory into practice (or putting it into practice), further reading
and references; Part 7 is different. We have had feedback from a number of people who use the text in
their teaching with the result that we have reverted to our practice in editions five (2002) to seven (2008)
of having a skills section at the end of each part, with skills of particular relevance at that point. They
have been refocused with the title of ‘Employability: skills in .. . This is a key theme in contemporary UK
universities, with an emphasis on ensuring that their students will be effective in the workforce alongside
their academic credentials. We also have a new chapter on advanced HR skills, which concludes Part
7. We set it clearly apart from the rest, where the treatment is of basic skills that can to some extent be
learned and practised away from the workplace. We see advanced skills as those often associated with
more senior roles, like chairing meetings or managing consultants, in which experience is an essential
element in acquiring skilfulness.

As before there are several design features to assist readers in using and learning from the text,
including the following:

a Integrated Window on practice boxes provide a range of illustrative material throughout the text,
including examples of real company practice, survey results, anecdotes and quotations, and court
cases.

b Integrated Activity boxes encourage readers to review and critically apply their understanding at
regular intervals throughout the text, either by responding to a question or by undertaking a small
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practical assignment, individually or as part of a group. In recognition that this text is used on both
professional and academic courses, most of the exercises reflect the fact that many students will
have little or no business experience. Others may appear to exclude students who are not in employ-
ment by asking readers to consider an aspect in their own organisation; however, the organisation
could be a college or university, the students’ union, a political body or sports team.

Discussion topics at the end of each chapter comprise two or three short questions intended for
general discussion in a tutorial or study group.

Theory into practice at the end of chapters enables readers to review, link and apply their under-
standing of the chapter to a business scenario. For skills chapters, ‘Theory into practice’ becomes
‘Putting it into practice’ as an indicator that these are generally more practical than traditionally
academic.

Web links are given as appropriate at various points in the text. These are links to other websites
containing useful information relating to the topics covered.

Further reading for each chapter suggests further relevant readings, with guidance on their value.
Each part of the text includes a brief introduction explaining its scope and purpose.

Chapter objectives to open and Summary propositions to conclude each chapter set up the
readers’ expectations and review their understanding progressively.

References are given in full at the end of each chapter to aid further exploration of the chapter
material, as required.

Glossary: we close with a short glossary of terms taken selectively from the text.
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PART 1

CHAPTERS




introduce you to the interconnectedness of the dis-

cipline. Part 1 puts in place the totality of HRM in six
ways. Chapter 1 describes the nature of HRM, a specialism
which is everywhere and in everything. Chapter 2 sketches
in the background of the global context within which we
operate, as what you do in your small corner has to make
sense not only in your business but in the local, national
and international situation. A closer look at this issue is
provided in Chapter 3, which reviews how HR practice var-
ies across different countries. Chapter 4 deals with strategy,
which not only sets the course of the business but also
ensures that it is right, and how it could be implemented.

For those entering the HR profession this text aims to

Implementation requires planning: the story of Chapter 5
is analytics or the application of statistics to many
aspects of HR work; to deal with a question or a problem
you need some information to know what it is and then you
need some data with which to measure it. We close Part 1,
in Chapter 6, with a bundle of basic skills for employability
and effectiveness in HR work. At the end of each chapter
you will find a case study in Putting it into practice which
will help you to put these ideas into context and explore
them more thoroughly.

Part 1 is the biggest section, but what you read and learn
here will be a constant reference point throughout the rest
of the text. We sincerely hope it works well for you.



CHAPTER 1




Chapter 1 The nature of human resource management

Human resource management (HRM) is the basis of all management activity, but it is not
the basis of all business activity. A business may depend fundamentally on having a unique
product, like the Dyson vacuum cleaner, or on obtaining the necessary funding, like the
London bid to stage the Olympic Games, or on identifying a previously unnoticed market
niche, like Saga Services. The basis of management is always the same: getting the people
of the business to make things happen in a productive way, so that the business prospers
and the people thrive.

All organisations have to draw on a range of resources to function and to achieve their
objectives. They need access to capital to finance their operations, land and premises to
operate from, energy, equipment and raw materials in order to manufacture a product or
deliver a service. They also require access to some form of distribution network so that
they can publicise, sell or dispense their goods and services. In addition, human resources
are required in order to provide organisations with know-how, ideas and manpower. In a
competitive market economy the effectiveness and efficiency with which an organisation
manages its relationship with the suppliers of all these kinds of resources determines its
success. And the scarcer the resource and the more critical it is to a particular organisa-
tion’s operations, the greater the skill, time and effort needed in order to manage the
relationship.

There was a time when most people employed by organisations were required simply to
provide manual labour. Relatively little skill, experience or intelligence was needed to do
the jobs. The requisite training was cheap and speedy to provide, and payment methods
unsophisticated. Finding people to do the work was rarely a problem and there were no
restrictions of significance when it came to firing those who were not satisfactory or who
displeased managers in some other way. This remains the situation in some industries and
in some parts of the world, but in industrialised countries it is now increasingly rare.
Instead we have a situation in which the majority of jobs require their holders to have
mastered some form of specialised skill, or at the very least to possess attributes which
others do not share to the same extent. The demand for higher-level skills has grown par-
ticularly quickly, there being a need for many more people to fill professional and manage-
rial jobs than was the case twenty years ago. Moreover, almost all informed commentators
believe that these established trends will accelerate in the future (UKCES 2012, Ross 2016).

Just as the workforce has changed, so have the methods used to manage its members.
The more specialised their roles, the harder it has become to find individuals with the right
skills, qualifications, attributes and experience to undertake them. It has also become
harder to keep people once they are employed because competitors are always keen to
secure the services of the most talented people by offering them a better deal. Employing
organisations have had to acquire a capacity for developing people effectively, together
with increasingly sophisticated approaches to recruitment, selection, retention, employee
relations and performance management. Further sophistication is required thanks to the
substantial body of employment regulation that now governs the management of the
employment relationship in most industrialised countries. The process becomes more
complex still in the case of organisations that employ people in different countries. Not
only do they have to grapple with a range of often diverse legislative and public policy
regimes, but also have to find ways of effectively managing people whose expectations
vary significantly for cultural reasons.

These developments have led all over the world to the evolution of a more complex
human resource management function, charged with overseeing all aspects of managing
the relationship between an organisation and its people in a professional and productive
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manner (Lawler & Boudreau 2015). The management of people, however, can never be a
responsibility shouldered by specialists alone. It is an area of management activity that
all managers must share if it is to be carried out effectively and contribute to the achieve-
ment of competitive advantage.

In this chapter we introduce HRM by setting out its purpose and showing how the
effective management of people helps organisations to achieve their objectives. We go on
to examine the historical development of HR work and speculate on how this may evolve
further in the future. The final part of the chapter introduces thinking about the extent
and nature of the link between HR activities and organisational effectiveness and

performance.
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In 2008, twenty-five years after it was first planned, Terminal Five at Heathrow Airport in
London finally opened its doors to passengers. The total cost of the building was £4.3 billion.
The new terminal was exclusively for the use of British Airways, which had been planning
for several years to move all its existing operations from the various other terminals at
Heathrow into Terminal Five and had gone so far as to contribute £330 million to its
flamboyant interior design. The day before the opening an article in the Financial Times
reported executives’ concerns that the look of the place would raise expectations too
high, but that it was ‘beyond imagination to contemplate failure’ (Blitz 2008). Yet
spectacular failure was what followed.

In the first few days of operation over 300 flights scheduled to depart from Termi-
nal Five were cancelled, very long queues formed at check-in and transfer desks, while
some 28,000 passengers found themselves separated from their luggage. The immediate
cost to British Airways was £16 million, but the long-term direct costs were authoritatively
estimated to be around £150 million (BBC 2008a), let alone vast further losses resulting
from a deterioration in the airline’s already poor brand image.

And why did this debacle happen? It appears that the major reason was simply
extraordinarily poor management of people. The major immediate problem arose
because the staff were not properly trained to use the equipment at Terminal Five and
were unprepared when it came to solving the technical ‘glitches’ that quickly appeared
once the baggage handling machinery started operating. In addition long delays were
caused on the first day as a result of staff being unable to find the staff car park or get
through security screening on schedule. Later on, as flights began to arrive, staff simply
failed to ‘remove luggage quickly enough at the final unloading stage’ (BBC 2008b).

Matters were not helped by the persistence over a long period of very poor employ-
ment relationships at British Airways. Done and Willman (2008) reported that the failure
of the airline to solve this fundamental problem was the real underlying cause of the Ter-
minal Five debacle. An unnamed Heathrow executive said that they had all been expect-
ing an outbreak of ‘fuckem disease’ as the new terminal opened and some staff simply
decided 'not to work very hard’. British Airways’ staff were neither committed to the suc-
cess of the operation nor to their employer. Goodwill was in short supply, leading staff to
be intransigent and uncooperative when effort, positive enthusiasm and flexibility were
what was required.
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Defining HRM

The term ‘human resource management’ (HRM) is not easy to define. This is because it
is commonly used in two different ways. On the one hand it is used generically to describe
the body of management activities covered in texts such as this. Used in this way ‘HRM’
is really no more than a more modern and supposedly imposing name for what used com-
monly to be labelled ‘personnel management.” On the other hand, the term is equally
widely used to denote a particular approach to the management of people which is clearly
distinct from ‘personnel management’. Used in this way ‘HRM’ signifies more than an
updating of the label; it also suggests a distinctive philosophy towards carrying out peo-
ple-oriented organisational activities: one which is held to serve the modern business more
effectively than ‘traditional’ personnel management. We explore the substance of these
two meanings of human resource management in the following subsections, referring to
the first as ‘HRM mark 1’ and the second as ‘HRM mark 2’.

HRM mark 1: the generic term

The role of the HR functions is explained by identifying the key objectives to be achieved.
Five objectives form the foundation of HR activity in most contemporary
organisations.

Staffing objectives

HR managers are first concerned with ensuring that the business is appropriately staffed
and thus able to draw on the human resources it needs. This involves designing organisa-
tion structures, identifying under what type of contract different groups of employees (or
subcontractors) will work, before recruiting, selecting and developing the people required
to fill the roles: the right people, with the right skills, to provide their services when
needed. There is a need to compete effectively in the employment market by recruiting
and retaining the best, affordable workforce that is available. This involves developing
employment packages that are sufficiently attractive to maintain the required employee
skills levels and, where necessary, disposing of those judged no longer to have a role to
play in the organisation. The tighter a key employment market becomes, the harder it is
to find and then to hold on to the people an organisation needs in order to compete effec-
tively. In such circumstances increased attention has to be given to developing competitive
pay packages, to the provision of valued training and development opportunities and to
ensuring that the experience of working in the organisation is, as far as is possible, reward-
ing and fulfilling. Recent years have seen organisations take a more strategic approach, at
least in their rhetoric, towards the meeting of staffing objectives. They are, for example,
increasingly seeking to differentiate and position themselves in their labour markets vis-
a-vis competitors by managing their reputations as employers, by engaging in employer
branding exercises and by seeking to be recognised as ‘employers of choice’.

Performance objectives

Once the required workforce is in place, HR managers seek to ensure that people are well
motivated and committed so as to maximise their performance in their different roles.
Training and development have a role to play, as do reward systems to maximise effort

7
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and focus attention on performance targets. In many organisations, particularly where
trade unions play a significant role, HR managers negotiate improved performance with
the workforce. The achievement of performance objectives also requires HR specialists to
assist in disciplining employees effectively and equitably where individual conduct and/or
performance standards are unsatisfactory. Welfare functions can also assist performance
by providing constructive assistance to people whose performance has fallen short of their
potential because of illness or difficult personal circumstances. Last but not least, there is
the range of employee involvement initiatives to raise levels of commitment and to engage
employees in developing new ideas. It is increasingly recognised that a key determinant
of superior competitive performance is a propensity on the part of an organisation’s
employees to demonstrate discretionary effort. Essentially this means that they choose to
go further in the service of their employer than is strictly required in their contracts of
employment, working longer hours perhaps, working with greater enthusiasm or taking
the initiative to improve systems and relationships. Willingness to engage in such behav-
iour cannot be forced by managers. But they can help to create an environment in which
it is more likely to occur. A term that is currently very fashionable in HR circles is
‘employee engagement’, an idea which encapsulates what is required if organisations are
successfully to enhance individual performance. Engaged employees know what is
expected of them, have a sense of ownership of their work, are satisfied (hopefully very
satisfied) with their jobs and, as a result, prepared to contribute positively both with their
effort and their ideas.

Change-management objectives

A third set of core objectives in nearly every business relates to the role played by the HR
function in effectively managing change. Frequently change does not come along in readily
defined episodes precipitated by some external factor. Instead it is endemic and well-nigh
continuous, generated as much by a continual need to innovate as from definable environ-
mental pressures. Change comes in different forms. Sometimes it is merely structural,
requiring reorganisation of activities or the introduction of new people into particular
roles. At other times cultural change is sought in order to alter attitudes, philosophies or
long-present organisational norms. In any of these scenarios the HR function can play a
central role. Key activities include the recruitment and/or development of people with the
necessary leadership skills to drive the change process, the employment of change agents
to encourage acceptance of change and the construction of reward systems which under-
pin the change process. Timely and effective employee involvement is also crucial because
‘people support what they help to create’. However, it must also be remembered that
change, particularly when imposed without genuine employee involvement, is also a major
potential source of conflict in organisations. This can be minimised if plenty of time is
available, but a degree of conflict is inevitable where groups of staff lose out in some way
as a result of change. The effective management of conflict and its avoidance through
careful management of expectations and involvement in decision making are thus also
significant features of an effective HR manager's role.

Administration objectives

The fourth type of objective is less directly related to achieving competitive advantage,
but is focused on underpinning the achievement of the other forms of objective. In part
it is simply carried out in order to facilitate an organisation’s smooth running.
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Hence there is a need to maintain accurate and comprehensive data on individual employ-
ees, a record of their achievement in terms of performance, their attendance and training
records, their terms and conditions of employment and their personal details. However,
there is also a legal aspect to much administrative activity, meaning that it is done because
the business is required by law to comply. Of particular significance is the requirement
that payment is administered professionally and lawfully, with itemised monthly pay state-
ments being provided for all employees. There is the need to make arrangements for the
deduction of taxation and national insurance, for the payment of pension fund contribu-
tions and to be on top of the complexities associated with Statutory Sick Pay and Statu-
tory Maternity Pay, as well as maternity and paternity leave. Additional legal requirements
relate to the monitoring of health and safety systems and the issuing of contracts to new
employees. Accurate record keeping is also central to ensuring compliance with a variety
of other legal obligations such as the National Minimum Wage and the Working Time
Regulations. HR professionals often downgrade the significance of effective administra-
tion, seeking instead to gain for themselves a more glamorous (and usually more highly
paid) role formulating policy and strategy. This is a short-sighted attitude. Achieving
excellence (i.e. professionalism and cost effectiveness) in the delivery of the basic admin-
istrative tasks is important as an aim in itself because it can provide a source of competi-
tive advantage vis a vis other organisations who struggle administratively. Moreover, as
Stevens (2005: 137) demonstrates, sound administration in HR matters is important to
achieve if ‘potential legislative risks’ are to be minimised. It also helps the HR function in
an organisation to gain and maintain the credibility and respect that are required in order
to influence other managers in the organisation. In this respect it can be persuasively
argued that efficient administration is a prerequisite if the HR function is to make a really
significant contribution in the three other areas outlined above.

Reputational objectives

Until recently it seemed that the above four objectives between them provided a compre-
hensive summary of what HRM in contemporary organisations seeks to achieve. It is now
becoming clear that it is appropriate to add a fifth core objective. In many organisations,
particularly larger companies whose names are synonymous with valuable brands, the
need to build and maintain a positive reputation has become a central corporate objective.
This need has grown steadily in recent years as the media environment has become increas-
ingly competitive, and particularly since the advent of social media, which by its nature
is very difficult to influence, let alone control. The notion that the HR function should
properly be concerned with helping to maintain an organisation’s wider corporate reputa-
tion links up with the ideas both of those who conceive of the HR role as being primarily
about effective risk management (see Stevens 2005) and those who take a particular inter-
est in the ethics of HR practices (see Pinnington et al. 2007, Klikauer 2014).

In organisations with a high public profile and which are obliged to compete hard in
order to survive, HR managers can find themselves thinking in risk management terms.
Their main role, put simply, is to ensure that the organisation:

o avoids damaging, negative media coverage on account of its employment practices,
o is not required to defend itself in an employment tribunal,
o does not develop an image as a poor employer in its key labour markets,

o retains a good relationship with regulatory authorities,



