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INTRODUCTION 

THE IMPACT OF HUMAN RESOURCE MANAGEMENT 

In the 1980s (and into the 1990s) the term 'human resource 
management' (HRM) came to be increasingly used by both practi­
tioners and researchers. This particular term challenged and frequently 
replaced the previously popular terms 'personnel management' and/ 
or 'industrial relations'. Moreover students in colleges and universities 
appeared to respond relatively positively (at least in terms of 
enrolment numbers) to courses with the former title, whereas courses 
concerned with industrial relations matters did not have anything like 
the same pulling power that was apparent in the 1970s. Furthermore, 
1990 saw the launching in Britain of two new journals concerned with 
human resource management issues. 

The above changes were held to be the result of changes in 
organizational practice. That is, certain key changes in the environ­
mental context of the 1980s, particularly in the product market area, 
triggered a number of changes in management and organizational 
practice that pOinted in the human resource management direction. 
The individual changes most frequently cited in this regard included 
the increased priority attached by senior line managers to human 
resource management issues, the retitling of personnel management 
departments (i.e. a name change to human resource management), and 
the reduced priority attached to collective bargaining and joint 
consultative arrangements relative to more individual employee­
orientated practices and arrangements deSigned to enhance motiva­
tion, commitment and organizational identification. For example, a 
survey of the concerns of chief executives in Britain for the 1990s 
reported that fully 84 per cent of them placed human resource 
management issues among their top three concerns (The Times, 6 
March 1990). 

At the same time, however, a relatively critical body of academic 
literature concerning human resource management has emerged. In 
essence this literature has raised the following sorts of questions about 
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2 Human resource management 

human resource management developments. How extensive are 
actual developments along these lines? Do they derive from a 
coherent, long-run management strategy in individual organizations? 
Are they anything more than personnel management with a new 
name? Do they contribute to organizational effectiveness, ceteris 
paribus? Are they anti-union? Are they essentially limited to the 
operation of new plants or greenfield sites? 

There are, as yet, few definitive answers to these (and other) 
questions concerning the role and impact of human resource 
management in advanced industrialized economies. However, they 
are important questions and I will be considering them at various 
points during the course of this book (particularly the final chapter) by 
making reference to certain key research findings, drawn particularly 
from work done in Britain and the United States. At the same time, 
however, it is essential to stress that this book is very much designed 
as a teaching text. Its primary purpose is to proVide a set of both skills­
and knowledge-based information and material that will be of use to 
(current and future) practitioners in dealing with a range of human 
resource management issues that they will inevitably confront in their 
working lives. The material presented derived from essentially two 
sources, namely a teaching module for third year MBA students in 
both Britain and the United States and, secondly, a variety of 
individual teaching and training courses provided for a range of 
employees in individual organizations. 

These origins are important in the sense that both the range and the 
nature of the material presented here are explicitly designed for 
students and practitioners likely to hold line management positions in 
organizations. This reflects my belief that the majority of existing 
human resource and personnel management texts are designed for 
specialists in the subject area, whereas the vast majority of students 
and practitioners involved in management education and training 
courses are line managers. The latter are, for obvious reasons, not 
interested in hearing and learning about, for example, all the details of 
government employment legislation, or the latest techniques in 
manpower planning or forecasting work; these are the concerns and 
tasks of the human resource management specialists in organizations. 
Instead they are primarily interested in the techniques ('the dos and 
don'ts') of dealing with the range of human resource management 
issues which they will inevitably have to confront as part of their line 
management responsibilities. In general I have attempted to provide 
two sorts of material here: first, knowledge-based material that will 
allow, for instance, senior line managers to make an informed input to 
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Introduction 3 

decisions such as whether some form of performance-related pay 
system is appropriate to their particular organizational circumstances; 
and second, skills-based material such as the appropriate interpersonal 
approach for conducting a useful performance appraisal interview. 

These origins have also substantially influenced the manner of 
presentation of the material here. Each chapter has a reasonably 
common format in which I have presented a good deal of information 
in tabular form for teachers. The text also includes a number of short 
vignettes, which have been drawn from research, training, interviews 
and discussions carried out in actual organizations over a number of 
years. These are set out in box form in the text. They have a number of 
different purposes. In some instances they are simply illustrative 
examples designed to put a little 'flesh' on the bones of the discussion 
in the text. In other cases they can provide the basis of small group 
discussions, while in others they are explicitly set out as role play 
exercises, etc. The Appendix to the book also contains a set of 
questions which can be variously used for discussion, essay or 
assignment purposes. 

The topics covered in the chapters which follow are those which, in 
my judgement, are of most direct relevance and interest to line 
managers. However, the selected topics presented do fall within the 
selection, appraisaL rewards and development sub-headings of 
strategic human resource management as viewed by Fombrun, Tichy 
and Devanna, I and within the four human resource management 
policy areas of employee influence, human resource flow, reward 
systems and work systems, listed by Beer and Spector.2 

Currently there are three sorts of books available to teachers and 
practitioners in HRM. The first are the specialist books for HRM 
professionals which usually have a strong orientation towards 
knowledge (i.e. content or environment) rather than skills. The second 
are the critical reviews of HRM developments (i.e. it's not all that 
common, we need more research, it's anti-collective bargaining), and 
the third are the 'popular' management books which are long on 
anecdote and prescription and short on evidence and analysis. 
Although books of all three types are plentiful on my shelves, I found 
none of them particularly useful when contemplating the task of 
preparing and presenting material for MBA classes or in-company 
training sessions. Accordingly in writing this book I set myself the 
rather ambitious (many would say foolhardy) task of trying to 
produce something rather different. Primarily I wanted to present 
material that was essentially geared to the practitioner (i.e. skills- and 
techniques-orientated), but at the same time had some foundation in 
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4 Human resource management 

empirical research. The material presented overwhelmingly comes 
from the US and British literature and experience. The reasons for this 
are, firstly, that HRM has its origins overwhelmingly in US experience 
and research." Secondly, for many of the topics discussed, it is the US 
literature that has the strongest empirical foundations. I would argue 
(admittedly with some qualifications for particular topics) that this 
research base does not limit the applicability of many of the 
techniques discussed simply to these cultural environments. The skills 
and techniques involved in conducting a good performance appraisal 
interview are very largely the same whether the organization 
concerned is based in London, Detroit or Oslo. 

A PERSONAL VIEW OF HRM 

A standard joke about HRM teachers and researchers is that they are 
individuals in search of a subject area. Accordingly it seemed only 
appropriate to set out at this early stage my own view of the subject 
area to be discussed. In order to do this it is useful to start with some of 
the criticisms which have been made of HRM. 

One can, for instance, argue that many of the critics of HRM are 
reading too much into the term. In other words, it can be viewed as 
simply a generic term for the full range of employee-management 
relations issues (including collective bargaining) that arise in an 
individual organization. This seems to me not an unreasonable usage 
of the term, although it does run the risk of missing out the most 
important, distinctive message that is contained in the human 
resource management literature. 

To many individuals the key message of the HRM literature is the 
need to establish a close, two-way relationship between business 
strategy or planning and HRM strategy or planning. And yet research 
in both Britain and the USA has clearly demonstrated that such a 
linkage rarely exists to any sizeable extent or depth across a wide 
range of organizations. This finding does not, however, particularly 
surprise me, at least at present. The establishment of a business 
strategy is not the result of a one-off, straightforward, mechanical 
decision-making process; i.e. it is very much an iterative process 
embedded in a highly political, intra-management decision-making 
process. Besides, business strategies are rarely and not easily changed. 
Many organizations in advanced, industrialized economies are only 
now beginning to confront the awkward reality that keeping down 
wage costs and raising productivity are no longer sufficient conditions 
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for competitive success. The world market place is increasingly 
interdependent and competitive and places a particular premium on 
quality, innovation, speed of delivery, etc. In any case, developments 
in finance markets leading to hostile takeover and merger attempts 
have frequently necessitated short-term responses which have blown 
off course attempts to reformulate longer-term strategy. In short, I 
think rather unreasonably high standards are frequently applied in 
tests of whether HRM exists in many organizations at the present 
time. 

The essential absence of this two-way linkage does not convince 
me that the HRM literature has offered little in the way of new insights 
or has no grounding in actual organizational experience. It is in fact 
this literature based on the practical experience of the 1980s and early 
1990s which has above all else demonstrated the key importance of a 
'new' variable in shaping the nature of employee-management 
relations in many organizations, namely how an organization seeks to 
compete effectively in the product market. This theme is pursued at 
some length in Chapter 1, although here it is worth noting that the 
fact that matters such as training are no longer discussed and analysed 
as discrete, self-contained subject areas, but rather are covered in a 
larger conceptual framework whose centrepiece is the nature of 
competitive strategy, is an important advance brought about in 
substantial measure by the HRM literature. 

In summary, I personally view HRM as a useful generic term and 
one which contains a key message which accords well with the 
practical experience of recent times. At the same time I accept that 
much of the relevant literature is highly descriptive and prescriptive in 
nature (indeed there is frequently considerable confusion as to 
whether individual commentators are engaged in the process of 
describing or prescribing) and contains some very naive assumptions 
about the processes of organizational change and strategy. For 
example, the nature of environmental turbulence is arguably double­
edged as regards the formulation of strategy. Difficulties in the 
product market may provide the stimulus or incentive to reformulate 
strategy, but these same difficulties pose problems for the formulation 
and implementation of a new strategy. Equally, the literature fails to 
recognize the significance of intra-management, political processes in 
seeking to reformulate competitive strategies. A smooth, easy 
transition to a close two-way relationship between business strategy 
and HRM strategy was never a realistic possibility over a limited time 
frame for most organizations, and the relative absence of an internally 
coherent package of HRM policies and practices in many individual 
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6 Human resource management 

organizations should occasion little surprise at the present time. 
Instead, one is more likely to observe an essentially piecemeal, ad hoc 
move in the HRM direction over the course of time. The very fact that 
a personnel director in a leading company is more interested in talking 
about training for a total quality management programme or the 
selection criteria for establishing multi-disciplinary product 
development teams, rather than changes in the level of collective 
bargaining, is indicative of thinking and moves along these lines. 

Does the above imply that a coherent human resource management 
strategy, which is closely linked to the nature of larger competitive 
strategy, will gradually emerge via a learning curve? In many cases I 
suspect that this will occur as organizations learn (via negative 
experience) that simply changing one element of the human resource 
management policy mix, for instance, will not produce the results and 
benefits they anticipated or hoped for. This being said, the speed with 
which individual organizations, and indeed national systems, move 
along the HRM path is likely to be highly variable. For instance, 
individual organizations which are embedded in national systems 
characterized by the extensive use of a low-wage competitive 
strategy, relatively decentralized labour-management systems, and 
strong financial pressures and influences which place a premium on 
short-run operating results seem the least likely ·to move (if at all) 
rapidly along these lines. 

Indeed, even in the US system, which initiated the human resource 
management phenomenon, there still remain important obstacles to 
the more widespread adoption and institutionalization of the 
approach. Such obstacles include, for instance: 

1 the need for senior line managers to set realistic and tangible 
expectations for the HR professionals in their organizations, 
provide the opportunities and resources to realize these expecta­
tions and reward line and staff managers in ways that reinforce a 
new strategic role for HRM; 

2 the removal or clarification of certain uncertainties in the system: 
for instance, if traditional collective bargaining arrangements 
continue to decline, what are useful and viable alternative 
mechanisms for direct and indirect employee representation and 
participation? . 

3 the need for the government to establish a national HRM strategy 
that assists and complements the adoption, institutionalization and 
diffusion of a coherent HRM strategy in individual organizations. 
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Introduction 7 

In summary, it seems difficult to write off human resource 
management as simply another fad in a long list of short-term 
management fads. There is simply too much going on in individual 
organizations that is part of the HRM approach.J Equally, however, it  
is apparent that there are important unresolved issues and debates 
(frequently of a highly 'political' nature) both within and external to 
individual organizations that will need to be played out before the 
rhetoric and organizational reality of HRM are more closely aligned. 

THE PLAN OF THE BOOK 

The first two chapters of the book are concerned with macro-level 
issues. In Chapter 1 I consider the origins of human resource 
management, its key messages and its alleged differences from 
traditional personnel management. I also introduce the subject area of 
competitiveness debates in order to illustrate important national 
system differences in the approach towards HRM. Chapter 2 
concentrates on organizational culture and the associated issue of 
organizational change. As well as considering the nature of organiza­
tional culture I am particularly interested in the question of how 
culture can be changed as part of a larger programme of organiza­
tional change. 

The micro-subject areas of particular interest to line managers are 
then surveyed in Chapters 3-8. In Chapter 3 I examine the 
recruitment-selection decision, concentrating on the limitations of 
the traditional interview approach and then considering the potential 
value of testing and assessment centres as alternative or comple­
mentary instruments in the selection process. Chapter 4 looks at the 
process of employee appraisaL paying particular attention to the 
appropriate skills required in the conduct of the interview process; a 
short appendix to this chapter discusses the nature of employee 
counselling, a technique that is useful in the context of employee 
appraisals but also in a number of other functional HRM areas. 

Chapter 5 is concerned with reward and payment systems and there 
I look at the various pluses and minuses of different reward systems, 
paying particular attention to the increased interest in performance­
related payment systems, profit-sharing and pay for knowledge . 
schemes. Career management and development is the subject of 
Chapter 6, where I look at various approaches designed to help align 
individual and organizational needs in this area, and identify some of 
the important career-related issues facing organizations at present. 
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8 Human resource management 

In Chapter 7 I examine the subject of employee-management 
communication by looking at the increased attention being given to 
this area, via various mechanisms such as team briefing and employee 
attitude surveys. Chapter 8 looks at the related areas of employee 
participation and team working, with particular attention to quality 
circles, the total quality management approach and the call for team 
working arrangements to be spread from the shopfloor into certain 
white collar-professional areas. 

The choice of this particular set of micro issues for coverage and 
treatment here essentially reflects my judgement that they are of 
particular interest and relevance to practising line managers. At the 
same time, however, I have tried to ensure that the details of the 
coverage are consistent with the main messages emerging from the 
contemporary HRM literature; witness, for instance, the attention 
given to performance-related pay. I have also attempted, albeit often 
briefly, to inject the strategic orientation of the current HRM literature 
into the discussion of these specific subject areas. In other words, I 
have frequently asked in what ways, for instance, traditional selection 
devices need to be changed in order to try and ensure that more 
attention is given to the current and future strategic needs of the 
organization, rather than simply recruiting for the requirements of an 
individual job. 

The final chapter of the book returns to the macro-level by 
identifying and discussing some of the leading criticisms, reserva­
tions, worries, etc. about the theoretical l iterature and organizational 
practice of HRM. This chapter also considers some of the likely future 
directions in which HRM will move. 

REFERENCES 

1 Charles Fombrun, Noel M. Tichy and Mary Anne Devanna, Strategic 
Human Resource Management, Wiley and Sons, New York, 1 984, pp. 43-
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2 Michael Beer and Bert Spector (eds.), Readings in Human Resource 
Management, Free Press, New York, 1985, pp. 3-4. 

3 John Storey, Developments in the Management of Human Resources, 
Blackwell, Oxford, 1 992. 
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1 

COMPETITIVE STRATEGY AND HUMAN 

RESOURCE MANAGEMENT 

INTRODUCTION 

This chapter essentially introduces the subject of  human resource 
management. I shall examine some of the alleged differences between 
human resource management and the previous practice of personnel 
management. And second, I shall discuss the question of in what sense 
human resource management can be considered strategic. The latter in 
particular involves a consideration of key product market changes 
which are forcing organizations to rethink the way in which they need 
to compete effectively in the market place. 

In the course of this chapter, a good deal in the way of research 
findings and recommendations for change will be drawn from US 
sources of literature. This is because, firstly (as mentioned in the 
Introduction), the notion of human resource management originated 
in the USA in the 1980s, hence there is considerably more relevant 
literature to draw on there than is the case for other advanced 
industrialized economies. Second, I believe (though admittedly not all 
commentators would agree) that many of the questions (if not all the 
answers being offered) about human resource management in the US 
contain a number of potentially important lessons for other countries. 
Finally, it is interesting to pose the question, why did HRM first 
emerge in the USA and not elsewhere? This is not a question that can 
be definitively answered, although the tradition of decentralized and 
autonomous operations of individual organizations (permitting 
relatively more organizational choice in employment matters) and the 
relatively close business school-business community interactions 
(resulting in an applied, rather than theoreticaL teaching approach) are 
arguably part of the story. 
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1 0  Human resource management 

THE ORIGINS OF HUMAN RESOURCE MANAGEMENT 

The concept and practice of human resource management are widely 
held to have evolved out of the prior area of personnel 
administration. 1 The essence of this evolutionary process is that 
employees are now viewed as a valuable resource (rather than a cost 
to be minimized) which, if managed, rather than administered, 
effectively from the strategic point of view, will contribute sig­
nificantly, ceteris paribus, to organizational effectiveness, and thus will 
be a source of competitive advantage to the organization concerned. 
A number of rather more specific differences between human resource 
management and personnel administration are mentioned in the US 
literature. Those most frequently mentioned include the following: 
(1)  the early practice of employment forecasting and succession 
planning has broadened into a concern with establishing a more ex­
plicit (two-way) linkage between human resource planning and the 
larger organizational strategy and business planning of the organiza­
tion; (2) the traditional, central concern of the personnel function (in a 
unionized organization) with negotiating and administering a col­
lective agreement has expanded into a wider notion of 'workforce 
governance' in which non-collective bargaining mechanisms (e.g. 
quality circles) are important in permitting employee involvement 
and participation in work-related decisions; (3) the traditional concern 
with the job satisfaction of individual employees initially led to an 
interest in the broader notion of 'organizational climate' which has 
further evolved into a focus on the notion of 'organizational culture'; 
(4) the idea of selection, training, performance appraisal and 
compensation decisions being heavily centred on the role of 
individual employees (with their detailed individual job description)· 
has given way to the belief that effective team or group working is the 
route through which effective performance is achieved; and (5) the 
relatively narrow focus of training on the teaching and learning of 
individual job skills has been broadened into a concern with 
developing (via both training and non-training means) the full, longer­
term potential of individual employees.2 

As is obvious from the above terminology, the predominant theme 
which is held to differentiate human resource management from its 
predecessor, personnel administration, is a broadening or widening 
notion. The leading advocates of human resource management, who 
are typically behavioural scientists in the USA, see it essentially as an 
organization-wide 'philosophy' which is much broader, more 
orientated to the long run and less problem-centred than personnel 
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Competitive strategy and HRM 1 1  

administration.3 In short to such individuals human resource 
management is something quite new and different. A rather different 
interpretation has come from some of the older, institutionally 
orientated colledive bargaining researchers in the United States. To 
such individuals human resource management is simply the latest 
stage of development in a line of management research and practice 
which began with the human relations movement of the 1940s and 
1950s. For example, Strauss has compared the messages of the 
original human relations literature with that of the organization 
development and change models of the 1960s and 1970s.4 He noted 
some differences between them, such as a movement from a 
concentration on blue collar workers to a concentration on man­
agement personnel, a movement from an interest in the social needs of 
workers to an emphasis on the achievement of 'self-actualization' and 
a change from seeking to eliminate conflict to seeking to draw out the 
joint problem-solving potential of conflict. At the same time, 
however, he argued that both bodies of literature were subjed to 
essentially the same sorts of criticisms, namely that they ignored 
external, economic variables, were anti-union or ignored unions, were 
potentially manipulative approaches, and sought to have the 
organization operate as a harmonious, co-operative system which 
would act as virtually a community surrogate. The US human 
resource management literature cannot be criticized for ignoring 
external, economic variables (see the next sed ion) unlike these alleged 
predecessors, although the other three sets of criticisms are still 
frequently made of it. The latter criticisms will be touched on at 
various points in the book, particularly in the final chapter. 

By way of a short summary, Table 1 .1  sets out the differences in the 
textbook treatment of human resource management and the observed 
(organizational) practice of personnel management which have been 
highlighted by one British commentator; the emphasis here highlights 
the fact that one is not strictly comparing like with like. 

Why did human resource management come into vogue in the 
1980s7 The answer to this question typically makes reference to the 
follOWing influences: (1)  the increasingly competitive, integrated 
characteristics of the product market environment; (2) the 'positive 
lessons' of the Japanese system and the high performance of 
individual companies which accord human resource management a 
relatively high priority; (3) the declining levels of workforce 
unionization, particularly in the US private sector; (4) the relative 
growth of the service, white collar sector of employment; and (5) the 
relatively limited power and status of the personnel management 
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12 Human resource management 

Table 1.1 Stereotypes of personnel management and human 
resource management 

Time and planning 
perspective 

Psychological 
contract 

Control systems 

Employee-relations 
perspective 

Preferred structures/ 
systems 

Roles 

Evaluation criteria 

Personnel 
management 

Short-term, reactive, ad 
hoc, marginal 

Compliance 

External controls 

Pluralist, collective, low­
trust 

Bureaucratic, mechanistic, 
centralized, formal defined 
roles 
Specialist/professional 

Cost-minimization 

Human resource 
management 

Long-term, pro-active, 
strategic, integrated 

Commitment 

Self-control 

Unitarist, individual, high­
trust 

Organic, devolved, flexible 
roles 

Largely integrated into l ine 
management 

Maximum util ization 
(human asset accounting) 

Source: David E. Cuest, 'Human Resource Management and Industrial Relations', 
Journal of Management Studies, 24 (5), 1987, p. 507. 

function in individual organizations due to its inability to demonstrate 
a distinctive, positive contribution, ceteris paribus, to individual 
organizational performance.s In short, it is viewed as a change or 
development driven by fundamental environmental changes (particu­
larly in product market conditions) to which the traditional concerns, 
orientations and 'power' of the personnel management function could 
not adequately respond. 

ADVERSE IMPLICATIONS FOR THE PERSONNEL 
FUN CTION? 

Does the above suggest essentially negative implications for the 
future of the personnel management function in individual organiza­
tions? In other words, is this specialist staff function likely to be 
increaSingly squeezed between line managers assuming a greater 
interest in and responsibility for HRM matters and the particular 
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expertise of outside consultants being periodically drawn on, as and 
when circumstances demand (the latter being one part of organiza­
tional moves along the lines of increased numerical flexibility)? 
Perhaps the worst case scenario (from the personnel function point of 
view) is that personnel will remain responsible for collective 
employment issues (Le. collective bargaining) and that line managers, 
together with external consultants, will concentrate on the growing 
package of measures for the individual employee; the adverse 
implications for organizational performance from such a division of 
labour are potentially very considerable. Alternatively, can the 
function essentially adapt to the demands of HRM, absorb it and 
possibly even champion it as an internal agent of change? There are 
differing views concerning these questions and possible scenarios," 
with the reality likely to be considerable variations both between and 
within different national systems; in the USA the larger size and 
greater specialization of labour within the personnel function of many 
organizations compared to other national systems has meant that a 
sub-unit or part of the function (behavioural science-trained 
organization development specialists) could internally 'champion' 
HRM, in conjunction with line management colleagues. The ability of 
the personnel management function in any individual organization to 
adapt successfully to the demands of HRM will be heavily influenced 
by its existing level of power, resources, status and influence within 
the organization. In general the personnel management function has 
been traditionally conceived of as a 'boundary spanning' unit, 
designed to insulate the technical core of the organization from 
sources of environmental uncertainty, notably tight labour market 
conditions, government employment legislation and regulations and 
union power.7 These three sets of factors, which are basically 
exogenous to the control of the personnel function, have largely 
helped explain why the resources, status and influence of the function 
in individual organizations have been so highly variable. 

Arguably the personnel function is better placed to manage the 
demands of HRM in certain national systems than in others. For 
instance, in organizations in Japan, training managers are nearly 
universaL while 'personnel departments . . . are seen as key 
departments, likely to be manned, not by a company's more sluggish 
and unimaginative elements, but by some of its brightest and most 
ambitious spirits, many of whom have a good chance of ending up as 
Board members'.s In contrast, in Britain, for instance, research during 
the 1980s has variously revealed that: (1) only a small minority of 
strategic decisions, as viewed by the senior managers concerned, are 
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Box 1.1 What's happening to personnel management? 

1 This long-establ ished heavy engineering organization has taken 
on something l i ke 600 extra staff in the last two years. Both a benefits 
manager and a training manager have been recently appointed and 
new pol icy initiatives include the carrying out of an employee attitude 
survey and a train ing and development audit, the latter arising out of 
the prior practice of succession planning. 

2 In this civi l service department the establ ishment officer (respons­
ible for personnel management) has been retitled the d i rector of 
personnel, and the number of staff in the personnel function has 
increased from 25 to 30. Following the Cassel ls report on personnel 
management in the civi l service, the main initiatives in this depart­
ment have been department-level responsibi l ity for recru itment, a 
review of the appraisa l  process, increased concern with poor work 
performance (j.e. a reduced probation period), closer monitoring of 
equal employment opportunities for women and minorities, and 
much more emphasis on train ing, particularly centred around the 
notion of managerial competencies. 

3 This p lant with some 250 employees is part of a large computer 
manufacturing organization. The organization has recently merged 
with another company. The merger, together with competitive 
problems in the industry, has resulted in a corporate restructuring 
programme which has scheduled the plant concerned to cease 
manufacturing operations and become a servicing outlet only, with 
only some 120 staff. Against this background, the personnel manager 
at the plant has left and not been replaced; an OD (organizational 
development) manager (responsible for training and development to 
promote cultural and attitudinal change in the workplace) in the 
period 1 988-90 was transferred to an engineering management role  
and a l l  OD activities have since been suspended; and a training 
scheme in interpersonal ski l ls for shopfloor supervisors, which was 
started in 1 989, has been discontinued as a result of the supervisory 
grades being el iminated from the organizational structure - the 
individuals concerned have been redeployed or made redundant and 
their responsibi l it ies have been assumed by (non-trained) shopfloor 
team leaders. 
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4 This passenger transport company is part of a national ized 
industry group schedu led for privatization in the future. The company 
currently employs some 1 ,200 staff. Following the 1 986 Transport Act, 
which deregulated local bus services, the central personnel man­
agement function at the group level has been of declining influence in 
the strategic and day-to-day operations of the company. Admittedly 
a group-wide performance appraisal scheme has recently been 
introduced, but national-level collective bargaining arrangements no 
longer exist, with pay and conditions being currently determined at 
the company level. Furthermore, l ine managers' responsibi l ity for a 
wide variety of 'manpower matters' at the company level has recently 
been enhanced. Although the personnel officer at the company level 
reports more regu lar interaction with his l ine management colleagues, 
it is generally held that the marketing department (at the company 
level) is increasingly influential as a result of the more competitive 
operating environment and the flatter organizational structures which 
have been introduced. 

5 This large regional council has been Labour-controlled from 1 986, 
since when a strong pol itical commitment has been given to the 
introduction and operation of equal employment opportunities 
policies and procedures. These pressures led to a review of staffing 
levels in the central personnel department, which resulted in the 
creation of five new posts. This increased staffing has faci l itated the 
introduction and revision of personnel policies and procedures in a 
number of areas, such as flexible working hours, discipl inary pro­
cedures, new technology, etc. At the same time, however, the central 
government's compulsory competitive tendering initiatives have 
stimulated much more senior officer concern with notions of 
'efficiency', 'commercialism', 'value for money', 'customer sensitivity', 
etc. This, in turn, has led to some questioning of the value or 
contribution of central services departments, such as the personnel 
function. In response, 'service-level agreements' have been developed 
and implemented; these define the level and nature of the service 
which a 'user' department wi l l  'buy' from a central support function 
like personnel (they attempt to al locate the costs of central services 
more fairly in relation to the needs of the user, rather than by 
reference to the number of staff in each department). From 1 992 the 
personnel unit will be operating such agreements with all depart­
ments. 
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personnel-industrial relations ones, at least as traditionally defined; 
(2) only approximately one in three organizations have specialist, 
personnel directors; and (3) only a minority of establishments have 
full-time, qualified individuals responsible for personnel management 
matters.9 However, within any single national system, broad system­
wide predictions about the direction of changes in the position of the 
personnel management function are likely to be fraught with dangers. 
Box 1 . 1  helps to make this point. 

I N  WHAT SENSE STRATEGIC? 

As the term 'human resource management' has replaced the term 
'personnel management', the prefix 'strategic' has been increasingly 
attached to it. An examination of the literature suggests there are at 
least three ways or senses in which the term 'strategic' has been used. 
The first concerns the employee coverage of human resource 
management practices. 

Traditionally in unionized organizations a sharp distinction was 
drawn between the employment practices which concerned blue 
collar or shopfloor employees, and those which concerned white collar 
or non-manual employees. In the former case the personnel manage­
ment function concentrated on the negotiation and administration of 
the collective agreement, while in the latter case there were more 
individual-employee-centred practices, such as performance appraisal 
and succession planning. In contrast to this sharp distinction, human 
resource management seeks to have much more of a comprehensive, 
common all-employee coverage. This can manifest itself in a number of 
ways such as the introduction of Single status or harmonized terms 
and conditions of employment, the spreading of performance 
appraisal arrangements to blue collar workers or the recruitment of 
production workers on the grounds of not so much their immediate 
employment skills, as their trainability and flexibility, and hence 
potential for longer-term development. These examples are all in the 
direction of blue collar workers becoming more like white collar 
workers. However, some developments might go in the other 
direction. For example, it has been suggested in the USA that the 
positive lessons of team working arrangements among production 
workers in the 1980s may well be spread to white collar employees in 
the future in view of the increasing concern about white collar 
productivity and performance levels.Io 

A second sense in which the term 'strategic' has been applied to 
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human resource management concerns the organizational level at 
which key, relevant decisions are made. This particular usage of the 
term follows from the distinction drawn between (1) the strategic level 
(of managerial work) which deals with policy formulation and overall 
goal setting; (2) the managerial level, which focuses on the processes 
by which the organization obtains and allocates resources to achieve 
its strategic objectives; and (3) the operational level, which is 
concerned with the day-to-day management of the organization.I 1  
This particular perspective, which above all emphasizes the level of 
decision-making which gives a sense of longer-run direction to an 
organization, has a number of important implications. First, it suggests 
that if human resource management matters are to be of strategic 
significance in organizations, in the sense of where the relevant 
decisions are made, then, almost by definition, senior line managers 
will need to be extremely important in these decision-making 
processes. And secondly it recognizes, at least implicitly, that the 
performance of the human resource management system of any 
organization is strongly influenced (for good or bad) by senior 
management decisions which will not necessarily be viewed as 
exclusively, or even largely, human resource management ones taken 
by staff specialists.12 

The third and most popular usage of the term 'strategic' concerns 
the need for an explicit (two-way) linkage between the subsfantive nature 
of human resource management decisions and the substantive 
nature of the external, competitive strategy of the individual 
organization. In this regard, Beer and Spector have commented as 
follows: 

A business enterprise has an external strategy: a chosen way of 
competing in the market place. It also needs an internal strategy: a 
strategy for how its internal resources are to be developed, deployed, 
motivated and controlled. There are several implications to the 
strategic perspective. One is that the external and internal strategies 
must be linked. Each strategy provides goals and constraints for the 
other. A competitive strategy based on becoming the low-cost 
producer may indicate different approaches to compensation and 
employment security than a competitive strategy that depends on 
product innovation. The very idea of an internal strategy implies there 
is consistency among all the specific tactics or activities that affect 
human resources. Hence the need for practices to be guided by 
conscious policy choices to increase the likelihood that practices will 
reinforce each other and will be consistent over time.13 
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It is this third usage of the term 'strategic' which has generated so 
much discussion, disagreement and controversy about both the short­
term and longer-term contribution and staying power of human 
resource management. Admittedly there is growing consensus that 
business strategies are rarely and not easily changed in individual 
organizations, particularly if one subscribes to the view that 
organizational decisions are embedded in social, political processes, 
rather than being rational or (completely) environmentally deter­
mined.14 In contrast there is much less consensus among academics as 
to, firstly, how one should study and observe the processes of 
strategy formulation and reformulation and, secondly, what are the 
relevant categories or types of business strategy which individual 
organizations can and do pursue in the product market. In many ways 
the 1980s (and early 1990s) have been an apparently confusing period 
in which individual organizations have pursued a rather mixed set of 
activities which, in the view of many commentators, have not added 
up to a coherent strategy. For instance, the theme of product or 
service quality has been much talked about in management circles, 
although this has been accompanied by restructuring moves which 
have typically involved downsizing, lay-offs, redundancies, etc. In 
short, it would appear that actual organizational practice in many 
cases has not involved a discrete choice between different ways of 
seeking competitive advantage, but rather has involved multiple 
efforts to improve competitive performance by reducing labour costs 
and increasing quality, flexibility and adaptability. For instance, the 
Ford Motor Company in the USA in the 1980s has sought to respond 
to competitive problems and difficulties by:15 

1 reducing its workforce by some 42 per cent from its peak level of 
employment in the 1970s; 

2 negotiating a collective agreement with the United Automobile 
Workers (UAW) that introduced profit-sharing and new 
employment security provisions for senior workers permanently 
laid off because of technological change, plant closing or other 
corporate restructuring actions; 

3 endorsing and expanding its commitment to working with the 
UA W to promote employee involvement, statistical process 
control and quality improvement efforts; 

4 establishing mutual growth forums for communicating with 
worker and union leaders at plant and corporate levels; 

5 greatly expanding its training and education programmes; 
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6 changing the managerial and technical structures o f  the 
organization in order to facilitate the development and operation 
of cross-functional, new product development teams; and 

7 revamping relations with suppliers by reducing the number of 
suppliers, developing longer-term contracts, and working more 
closely with suppliers to improve levels of cost, quality and 
service delivery performance. 

The widely held view that there needs to be an explicit, 
complementary relationship between the internal human resource 
management strategy of individual organizations and their external 
product market or larger business strategy has led to the formulation 
of a number of typologies of product market strategies and their 
(desirably) associated human resource management strategies 
and practices. For example, Schuler and Jackson have identified: 
(1) an innovation strategy designed to gain competitive advantage 
(Le. develop products or services different from those of competitors); 
(2) a quality enhancement strategy (i.e. enhance product and/or 
service quality); and (3) a cost-reduction strategy (Le. be a low-cost 
producer). 16 The patterns of employee role behaviour and human 
resource management policies held to be associated with these 
particular business strategies are set out in Table 1.2. 

I shall return to the implications of this typology (which certainly 
warrants empirical examination, refinement and development) later in 
the chapter. For the moment, however, we need to note that there has 
been relatively little systematic empirical research designed to 
identify the nature and determinants of the human resource man­
agement policy mix of individual organizations. Some potentially 
useful conceptual discussions of the issue have put forward a number 
of general and specific hypotheses, l 7  but these have rarely been taken 
up and tested in empirical work. There has also been some useful 
conceptual discussion of the factors associated with organizations 
adopting certain individual human resource management practices. 
For example, a recent examination (in the 1980s) of the employment 
security commitment of DEC (Digital Equipment Corporation) 
suggested that this particular human resource management practice 
has variously resulted from the values of senior executives which 
underpinned the organization's culture, a compatible relationship with 
the organization's competitive strategy which emphaSized speed of 
response to the market, and its location within a larger, coherent 
package of human resource management policies. l� A further line of 
possible conceptual development concerns the use of product or 
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Table 1 .2 Employee role behaviour and HRM policies associated 
with particular business strategies 

Strategy Employee role behaviour HRM policies 

Innovation A high degree of creative Jobs that require a close 
behaviour interaction and co-

ordination among groups 
of individuals 

Longer-term focus Performance appraisals 
that are more likely to 
reflect longer-term and 
group-based achievements 

A relatively high level of co- Jobs that allow employees 
operative, interdependent to develop skills that can be 
behaviour used in other positions in 

the firm 
A moderate degree of Compensation systems 
concern for quality that emphasize internal 

equity rather than external 
or market-based equity 

A moderate concern for Pay rates that tend to be 
quantity low, but that allow 

employees to be 
stockholders and have 
more freedom to choose 
the mix of components that 
make up their pay package 

An equal degree of concern Broad career paths to 
for process and results reinforce the development 

of a broad range of skills 
A high tolerance of 
ambiguity and 
unpredictability 

Quality Relatively repetitive and Relatively fixed and explicit 
enhancement predictable behaviour job descriptions 

A more long-term or High levels of employee 
intermediate focus participation in decisions 

relevant to immediate work 
conditions and the job itself 

A moderate amount of co-
operative, interdependent 
behaviour 
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Employee role behaviour 

A high concern for quality 

Modest concern for 
quantity of output 

High concern for process 
Low risk-taking activity 
Commitment to the goals 
of the organization 

Relatively repetitive and 
predictable behaviour 
A rather short-term focus 

Primarily autonomous or 
individual activity 

Moderate concern for 
quality 

High concern for quantity 
of output 
Primary concern for results 
Low risk-taking activity 
Relatively high degree of 
comfort with stability 

HRM policies 

A mix of individual and 
group criteria for 
performance appraisal that 
is mostly short-term and 
results-orientated 
A relatively egalitarian 
treatment of employees 
and some guarantees of 
employment security 
Extensive and continuous 
training and development 
of employees 

Relatively fixed and explicit 
job descriptions 
Narrowly designed jobs 
and narrowly defined 
career paths that 
encourage specialization, 
expertise and efficiency 
Short-term results­
orientated performance 
appraisals 
Close monitoring of market 
pay levels for use in making 
compensation decisions 
Minimal level of employee 
training and development 

Source: Randall S. Schuler and Susan E. Jackson, 'Linking Competitive Strategies 
with Human Resource Management Practices', Academy of Management Executive, 
1 (3), August 1 987, pp. 209-1 3. 

Copyrighted Material 



22 Human resource management 

Table 1 .3 Critical human resource management activities at 
different organizational or business unit stages 

Human 
resource Life cycle stages 
management 
functions Introduction Growth Maturity Decline 

Recruitment, Attract best Recruit Encourage Plan and 
selection and technical/prof- adequate sufficient implement 
staffing essional talent numbers and turnover to workforce 

mix of minimize lay- reductions and 
qualified offs and reallocation 
workers. proVide new 
Management openings. 
succession Encourage 
planning. mobi lity as 
Manage rapid reorganiza-
internal labour tions shift jobs 
market around 
movements 

Compensation Meet or Meet external Control Tighter cost 
and benefits exceed labour market but compensation control 

market rates to consider 
attract needed internal equity 
talent effects. 

Establish 
formal 
compensation 
structures 

Employee Define future Mould Maintain Implement 
training and skill effective flexibil ity and retraining and 
development requirements management skil ls of an career 

and begin team through ageing consulting 
establishing management workforce services 
career ladders development 

and 
organizational 
development 
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Human 
resource 
management 
functions 

Labour/emp­
loyee relations 

Introduction 

Set basic 
employee 
relations 
philosophy 
and 
organization 
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Life cycle stages 

Growth 

Maintain 
labour peace 
and employee 
motivation 
and morale 

Maturity 

Control labour 
costs and 
maintain 
labour peace. 
Improve 
productivity 

Decline 

Improve 
productivity 
and achieve 
flexibility in 
work roles. 
Negotiate job 
security and 
employment 
adjustment 
policies 

Source: Thomas A. Kochan and Thomas A. Barocci, Human Resource Management 
and Industrial Relations, Little, Brown, Boston, 1 985, p. 1 04. 

organizational life cycle theory (which typically identifies the four 
stages of start up, growth, maturity and decline) in order to help 
identify an individual organization's priorities in the human resource 
management area over time. Table 1.3 indicates one view of how such 
priorities may change over time. 

THE COMPETITIVENESS-HUMAN RESOURCE DEBATE 
IN AMERICA 

Like all advanced industrialized economies in the 1980s, the USA has 
operated in a relatively turbulent product market environment 
characterized by increased global competition, the shortening of 
product life cycles, a greater differentiation within product markets 
and a growing emphasis attached to the importance of product quality 
and innovation. The relatively poor performance of the American 
economy in responding and adapting to these changes has led to the 
establishment of a number of productivity or competitiveness 
commissions which have investigated the reasons for this poor 
performance and recommended a number of lines of change or 
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reform.19 These commission reports, as well as various academic 
publications,20 have frequently put forward the general proposition 
that the USA must pursue a comparative advantage through a greater 
development and fuller utilization of its human resources. For present 
purposes, however, I wish to highlight a number of individual, more 
specific findings, comments and recommendations, which are of some 
considerable interest in their own right, and may also offer some 
potentially useful lessons and insights for other advanced industrial­
ized economies. 

The first point concerns the increased recognition of the limits of 
the low-wage (cost-reduction) competitive strategy as a viable, 
longer-term option for the American economy.21 This strategy is seen 
to have two serious limitations. First, in an environment of increased 
global competition it is simply not possible for American industry to 
constrain or lower wage costs to anything like the level which would 
make them competitive with those in developing countries. And 
secondly, an exclusive or large-scale reliance on a cost-reduction 
strategy is likely to undermine substantially any human resource 
management developments initiated to enhance competitive per­
formance, particularly those centring around employee involvement. 

Secondly, there is considerably more to a successful competitive 
strategy for an organization based in an advanced industrialized 
economy than a set of measures designed simply to enhance the level 
and growth of labour productivity. Although increasing productivity 
is important as a basis for real wage growth, the concept of 
productivity needs to be considerably expanded beyond simply the 
notion of output per hour. This point is well made by one 
Commission study in the USA: 

Productivity is only one of the factors that affect the performance of a 
company. Success may depend as much or more on the quality of a 
firm's products and on the service it provides to its customers both 
before and after the sale. The firm's response time may be as important 
as the cost and quality of its products . . .  Hence, while trends in labour 
and multi-factor productivity may be the best available indicators of 
how well the nation's production system is performing, they cannot be 
relied upon exclusively for monitoring economic progress or for 
charting a future course . . .  To account for all these important yet not 
conventionally measured factors, the Commission adopted the term 
productive performance as a broader measure of economic vitality. The 
productive performance of a firm or an industry is compounded of its 
productivity and of various other factors that tend to be ignored in 
most economic statistics, like quality, timeliness of service, flexibility, 
speed of innovation, and command of strategic technologies.22 
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Given the rapidly changing nature of the product market environ­
ment of the 1980s which faced individual organizations in advanced . 
industrialized economies (and assuming such characteristics remain a 
feature of the 1990s) what sort of firms appear to have adapted and 
responded most successfully? The Commission cited above examined 
this particular question, and suggested that 'best practice' firms were 
characterized by: (1)  a focus on simultaneous improvement in cost, 
quality, and delivery; (2) closer links to customers; (3) closer 
relationships with suppliers; (4) the effective use of technology for 
strategic advantage; (5) less hierarchical and less compartmentalized 
organizations for greater flexibility; and (6) human resource policies 
that promote continuous learning, team work, participation and 
flexibility.23 The Commission particularly stressed that these features 
were very much a cohesive, integrated package, as opposed to a menu 
from which individual selections could be made. 

The key messages or terms in the human resource management 
literature are a strategic focus, the need for human resource policies 
and practices to be consistent with overall business strategy, and the 
need for individual components of a human resource management 
package to reinforce each other, while the individual components of 
the package should particularly emphasize team work, flexibility, 
employee involvement and organizational commitment. This is a 
very different message to the traditional demands on the human 
resource or industrial relations systems of countries like Britain and 
the United States which largely centred on collective bargaining 
arrangements. The traditional demands on these collective bargaining 
arrangements from both employers and policy-makers (the latter 
giving tangible expression to the 'social or public interest' in industrial 
relations) were that if you ensured a relatively low level of strike 
activity and wage increases moved essentially in line with 
productivity then the arrangements were relatively successful and 
little more could (and should) be asked of them. The product market 
environment of the 1980s has changed this situation in that these 
traditional demands still need to be met, but at the same time the 
human resource management system must also meet the new 
demands for team work, flexibility, participation and commitment at 
the level of the individual employee and indeed throughout the entire 
organization. 

What is the likelihood of such demands being met? The American 
literature offers two observations in this regard. The first is that the 
need for flexibility, team working, motivation, participation, etc. is 
more compatible with (in the sense of being both needed for and 
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reinforced by) a competitive strategy that emphasizes product 
innovation and/or product quality (see Table 1.2);24 in contrast, a 
competitive strategy very largely emphasizing low wages and cost 
containment has less need for and ability to bring about such patterns 
of employee role behaviour. The second observation concerns the so­
called 'integration' hypothesis, which is largely derived from Japanese 
human resource management practices.25 The essence of this hypo­
thesis is that: (1)  individual human resource management innovations 
(e.g. introduction of quality circles) are unlikely to survive over time 
and have a positive impact on organization performance, whereas (2) 
the integration of arrangements for employee participation, work 
design and the introduction of new technology, etc. in a way which 
adds up to a consistent, coherent package are likely to be much more 
successful. 

BEYOND THE DEBATE IN THE USA 

As was emphasized earlier, some of the points made in the US 
competitiveness reviews and reports of the 1980s appear to have 
important implications for individual organizations in a number of 
advanced industrialized economies. This is obviously the case in 
Britain, where Michael Porter pointed to the failure to upgrade the 
quality of human resources as 'in many ways the most fundamental 
problem for the nation's economy . . . .  '26 The issue of industrial 
training is a useful microcosm of the larger HRM debate as an 
examination of it helps to make two key points, namely (1 )  the nature 
of the dominant competitive strategy adopted by individual 
organizations in individual countries will facilitate or constrain the 
extent of training, and (2) the level of training both influences and is, in 
turn, influenced by other, complementary measures in the human 

. resource management policy mix. 
The long-standing concern about the deficiencies of vocational 

education and training in Britain compared to the position in other 
countries has been substantially heightened in recent years by the 
appearance of certain figures on the training expenditure of British 
employers compared to those elsewhere. For example, one estimate 
suggests that British firms only devote some 0. 15 per cent of turnover 
to training compared to 1-2 per cent in Japan, France and West 
Germany.27 

Admittedly any such statistics need to be treated with considerable 
caution as individual firms rarely have good standardized data on 
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training expenditures, while there is also the problem of measuring 
the extent of informaL on-the-job training. Nevertheless, a number of 
matched comparisons of organizations in Britain and Germany have 
indicated that the German organizations enjoyed productivity 
differentials which were associated with a better trained and more 
flexible workforce.28 The leading reasons why British employers have 
historically under-invested in training are typically held to be the 
comparatively poor levels of management education, relatively short 
time horizons due to the strength of immediate financial objectives 
and the nature of competitive strategy.29 

The employer-led TECs (Training and Enterprise Councils) which 
came into being in 1991 are an attempt to break out of a self­
reinforcing network of relationships which has trapped Britain in a 
'low-skills equilibrium'.30 This wilL however, be far from easy to 
accomplish if training is viewed and acted upon as essentially a 
discrete, self-contained activity. Both the nature of competitive 
strategy and the other elements of the HRM policy mix are all­
important facilitators of, or constraints upon, moves towards 
enhanced workforce training. For instance, a recent review of training 
in the USA compared to Japan and (West) Germany concluded that 
average employment tenures in Japanese and German organizations 
were considerably greater than in US organizations.31 These length­
of-service differentials encouraged greater investment in training in 
Germany and Japan compared to the USA (because employers in the 
former systems can recoup the benefits of training), with these greater 
tenures being derivative from the larger competitive strategies and 
HRM policy mixes o f  the Japanese and German organizations. At the 
same time one should not under-play the significant role of training in 
helping to establish these mutually reinforcing linkages within the 
HRM policy mix and between it and the larger competitive strategy 
of the organization. As one recent review of the German situation has 
concluded: 

A system of VET (vocational education and training) is far more than 
merely an instrument for the production of technical skills . . .  the 
German system creates not only a distinct social structure in business 
organizations but also a host of behavioural and attitudinal patterns. 
These shape interactions in labour markets and in the field of 
employment, in industrial relations and work organization, and even in 
the area of technological innovation. These various social 
consequences of the German skill structure constitute strong 'push' 
and 'pull' factors which, together with recent changes in the market 
environment and in technology, have led managements to adopt new 
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production concepts. These have enabled enterprises in many 
industries to maintain or improve their competitive position in world 
markets.32 

Similarly in the case of Japan it has been noted that the relatively high 
levels of investment in training are reinforced by a number of other 
features of their human resource management systems at the level of 
the individual organization. These features include extensive 
employee-management consultation, wage payments geared (at least 
in part) to overall organizational performance, a strong commitment 
to employment security and the use of manufacturing and technology 
strategies which critically depend on a highly motivated, skilled and 
flexible workforce, etc. The strongest and most clear-cut evidence that 
(1)  flexible production strategies strongly drive the level of workforce 
training, (2) training is an integral part of an organization's larger 
human resource management system, and (3) the effective integration 
of the production and human resource management system results in 
positive productivity and product quality differentials comes from a 
study of motor vehicle manufacturing plants across a number of 
countries.33 

In summary, both negative (Le. Britain) and positive (i.e. Japan and 
Germany) evidence from different national systems provides con­
siderable support for the leading messages of the HRM literature, 
namely the all-important l inkage between competitive strategy and 
HRM strategy, with the latter involving a set of mutually reinforcing 
arrangements and practices. 

WILL O N E-WAY BECOME TWO-WAY? 

Arguably the most clear-cut message of organizational experience in 
the 1 980s and 1990s is that the way in which individual organizations 
seek to compete in the product market has a major impact (for good or 
bad, intended or unintended) on the human resource management 
practices and arrangements of the organizations concerned. Box 1.2 
provides a simple illustration of how a change in the range of business 
activities has adversely affected internal communications in one 
organization. 

There is clear evidence of the existence of a one-way relationship 
between business strategy and HRM practices and arrangements, 
running from the former to the latter. But what of the key message in 
the HRM literature, namely the need for establishing a close, two-way 
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Box 1.2 The HRM impact of business growth and 
diversification 

The organization concerned is  a relatively long-establ ished one which 
produced essential ly a single product. Trad itional ly the structures and 
processes of management there were highly task-orientated, with a 
strong inbui lt resistance to change. As the product with which the 
organization is trad itionally associated reached the decl ine stage of its 
l ife cycle, the organization d iversified in the mid to late 1970s into the 
manufacture of gas turbines for a variety of industries. And in  the early 
1980s this manufacturing capabil ity was extended into the fu l l  range 
of tasks and stages associated with the power generation industry. It 
became in effect a 'total power contractor' offering a fu l l  set of project 
management ski l ls and capabi l it ies for the power generation industry. 
Most recently it has also d iversified into the water industry with a 
separate d ivision for this being created; this particular division has 
grown rapidly in staff numbers and currently accounts for nearly a 
third of total turnover. The organization's activities are over­
whelmingly concentrated in a highly competitive set of foreign 
market p laces (four main competitors from various countries) where 
margins are relatively low; the manufacturing divis ion of the 
organization is  very much at the low value-added end of its fu l l  set of 
operations. 

Fol lowing a period of decl in ing employee numbers, the organ iza­
tion has grown from some 900 employees in the mid-1980s to the 
current figure of around 1 ,500. Moreover, the employment mix at the 
organization has changed quite substantial ly. For instance, there is 
now a much higher proportion of white collar staff there than was 
trad itionally the case, and the d iversification into the water industry 
has resulted in the employment of chemical engineers there for the 
first t ime. These internal changes need to be seen in the larger context 
of the organization havi ng been acquired in the mid-1980s by a large 
conglomerate which sets expl ici t  objectives for the ind ividual 
organization and monitors them closely. 

This broader set of business activities, together with the associated 
growth of (heterogeneous) employee numbers, led to some concern 
among certain senior managers that the organization was not as 
internal ly cohesive as it had been in the past (with its single-product 
focus). There were two d imensions to this belief or concern. The first 
was that the organization now had three d istinct sub-cultures 
(centring around the manufacture of gas turbines, the water industry 
d ivision and the project management d ivision) which, because of 
different orientations, training, employment backgrounds, etc., d id 
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Box 1 .2 continued 

not always communicate well on a lateral basis (i .e. across d ivisions, 
departments, etc.). The second dimension was that some of the older 
managers, with their historically strong task orientation, who occu­
pied largely middle management positions in  a number of d iv isions 
consitituted something of a barrier to vertical communication, 
delegation of decision-making, management development, etc. 

These concerns received considerable support from the results of 
an employee attitude survey conducted with the assistance of outside 
consultants in 1991 .  The results suggested some staff d issatisfaction 
with the extent and nature of communications below the sen ior 
management level, and across departments. These findings were also 
highly consistent with the results of an internal tra in ing needs analysis 
which pointed to the need for more knowledge and understanding of 
relationships with suppl iers, communications, career development 
and succession planning. These two sets of findings have resulted in  
the annual train ing budget being doubled in size, and a substantial 
capital a l location being given to the train ing function for the 
establ ishment of a new faci l ity. The intention is that a series of inter­
related training and communication-centred init iatives over t ime wi l l  
be the centrepiece of an organization development and change 
exercise targeted at internal management processes rather than at 
organizational structures. 

relationship between business strategy and HRM strategy? As 
indicated in the Introduction, survey evidence in a number of 
countries currently reveals the relative lack of such a relationship.34 
For instance, a recent US study has said that 'recent surveys suggest 
that at least some level of integration has been achieved by between 
20 and 45 per cent of medium-sized and large firms. More intensive 
case studies support these figures, but call into question the depth of 
integration in many cases.'35 From this fact it seems clear that 
rhetorical calls for human resource managers to become partners with 
line managers in order to achieve such an integration are likely to be 
inadequate to the task. What then are the prospects for such a move in 
this direction? 

There are a variety of opinions as to the likelihood of change. The 
most optimistic scenario is that the pressure of product market 
circumstances, combined with internal evidence of existing HRM 
deficiencies (as revealed by an HRM audit), will inevitably push many 
organizations in this direction. A second, more pessimistic view is that 
such a change will only occur in a relatively small sub-set of 
organizations characterized by special circumstances, such as those 
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with an already well regarded personnel management function whose 
senior members have considerable line management experience 
(flagging the importance of 'political' influences and considerations in 
internal decision-making processes).36 And yet a third view is that 
some set of public policy instruments and measures will be essential to 
bring about change along these lines. Obviously only time will tell 
which of these (and other possible) scenarios will be the more accurate 
description of reality, but what is clear is that considerably more than 
rhetoric will be needed to effect such a sought-after change. 
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2 

ORGANIZATIONAL CULTURE AND CHANGE 

INTRODUCTION 

Discussions of the notion of organizational culture figure prominently 
in the strategic human resource management literature. In essence it is 
argued that an organization's external competitive strategy needs to 
be complemented and reinforced by an appropriate organizational 
culture which is itself shaped by and consistent with a coherent mix of 
human resource management policies. 

The notion of organizational culture is not entirely new. For 
example, as we saw in the previous chapter, some individuals have 
seen it largely as an extension and broadening of the earlier concepts 
of workforce 'morale' and 'organizational climate'. Secondly, some of 
the early human relations literature, particularly the writings of Elton 
Mayo, tended to emphasize the need for a co-operative, integrative 
organization proViding employees with a sense of stability and 
identity that was no longer being adequately provided by other 
institutions in other aspects of their lives. I This theme has been echoed 
in some of the more recent writings on organizational culture.2 And 
finally the type of organizational culture which is seen by many 
commentators to be most appropriate to the rapidly changing 
product market environment of the 1980s and 1990s appears to have 
considerable similarity to the 'organic' management system of Burns 
and Stalker3 (formulated in the 1 960s) in which a strong individual 
employee-organization identification process is so prominent. 

This being said, there is no denying that the subject of organiza­
tional culture was one of the 'hot' management areas of the 1980s. 
There have arguably been two reasons for this state of affairs. The first 
is the economic success of Japanese organizations in which human 
resource management skills and practices, in particular the ability to 
establish and maintain a co-operative, team-based organizational 
culture, are seen to have played a vital role. The second is the 
'companies of excellence' type of literature, in which it is argued both 
that successful leadership skills are more 'soft' (than 'hard') man-
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agement skills, involving the ability to motivate and draw out 
commitment from individual employees, and that there is a positive 
correlation between strong organizational cultures (largely embodied 
in chief executive officers who view human resouces as the organiza­
tion's leading source of competitive advantage) and organizational 
performance.4 

Admittedly the companies of excellence literature has been subject 
to a range of relatively strong academic criticisms.5 Furthermore, there 
are individuals who have questioned the general applicability of the 
notion of culture (with its foundations in anthropology) in under­
standing the activities and performance of organizations.6 Never­
theless, recent. years have witnessed considerable interest among 
researchers and practitioners in the subject of organizational culture. 
SpeCifically, practitioners have become increaSingly interested in the 
questions of how an organizational culture is created, institutionalized 
or changed, whereas researchers have tended to focus more on 
matters such as how the concept is most appropriately measured and 
studied. These will be among the leading themes pursued in this 
chapter. 

THE DEFINITION AND ELEMENTS OF CULTURE 

The substantial volume of literature on organizational culture 
contains a variety of definitions. Two definitions, however, appear to 
come reasonably close to what many people understand by the term: 

The customary or traditional ways of thinking and doing things, which 
are shared to a greater or lesser extent by all members of the 
organization and which new members must learn and at least partially 
accept in order to be accepted into the service of the firm.7 

The Simplest way to think about the culture of any group or social unit 
is to think of it as the sum total of the collective or shared learning of 
that unit as it develops its capacity to survive in its external 
environment and to manage its own internal affairs. Culture is the 
solutions to external and internal problems that have worked 
consistently for a group and are, therefore, taught to new members as 
the corred way to perceive, think about, and feel in relation to those 
problems.8 

These definitions highlight three leading characteristics of the 
concept of organizational culture, namely that it is shared, learned and 
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transmitted. The notion of organizational culture has in fact become 
an increasingly popular metaphor for seeking to understand organ­
izations, in that 'the organization is now seen to reside in the ideas, 
values, norms, rituals, and beliefs that sustain organizations as socially 
constructed realities'.9 

However, according to Morgan the cultural metaphor (and indeed 
all the individual metaphors used) provides only a partial way of 
analysing and understanding organizations. In his view the notion of 
culture as 'an ongoing, pro-active process of reality construction' has 
both strengths and limitations for looking at organizations. For 
instance, the cultural metaphor may yield important, useful insights 
concerning organizational leadership, organization-environment 
relations and organizational change, but he also suggests that: 

The insights generated by the culture metaphor have sent many 
managers and management theorists scurrying to find ways of managing 
corporate culture. Most are now aware of the symbolic consequences 
of organizational values, and many organizations have started to 
explore the pattern of culture and subculture that shapes day-to-day 
action. On the one hand this can be seen as a positive development. 
since it recognizes the truly human nature of organizations and the 
need to build organization around people rather than techniques. 
However there are a number of potentially negative consequences.1O 

The two potentially negative consequences of such an approach 
cited by Morgan are (1 )  the attempt to manage corporate culture in a 
manipulative way that makes it a tool of ideological (management) 
control and (2) the mistaken belief on the part of management that 
culture is a mechanistic phenomenon which can be easily managed, 
controlled or changed by senior management. Scheinl l  has also 
highlighted a number of mistakes that need to be avoided in thinking 
about culture, including the following: 

1 Do not overSimplify culture, as it goes beyond slogans, behaviour 
patterns, and values to basic assumptions. 

2 Do not limit your thinking about the areas of culture content, as i t  
goes beyond human relations into fundamental concepts of 
reality, truth, social structure and organization deSign, how 
decisions are made, and so on. 

3 Do not assume that culture change is easy. 
4 Do not assume that more culture or stronger culture is better; it 

depends on the stage of evolution of the company and its current 
state of adaptiveness. 
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Table 2.1 The key elements of corporate culture 

The business environment 

2 Values (i.e. basic concepts and beliefs of an organization) 
3 Heroes (i.e. individuals who personify the values of the cu lture and provide role 

models for emulation) 

4 Rites and rituals (i .e. indicators of what the organization stands for and the sort 
of behaviour expected of employees) 

5 The cultural network (i.e. the primary, but informal, means of communication 
within the organization which carries the values, etc.) 

Source: Adapted from Terrence Deal and Allen Kennedy, Corporate Cultures, 
Penguin, London, 1 988, pp. 1 3-1 5. 

There is no denying that senior management values will often 
figure prominently in the creation and maintenance of organizational 
cultures, at least in certain organizations. Indeed one of the few 
relatively consistent themes in the research-based literature on 
organizational culture concerns the extremely important, formative 
influence of the organizational founder or early senior managers of 
organization in creating cultures. 12 However, the fact that such values 
are not the sole element of corporate culture is what makes the 
management of culture so difficult to understand. Table 2 . 1  sets out the 
views of one set of commentators concerning the principal elements 
of a corporate culture. 

Academic writers like Schein have gone beyond the contents of 
Table 2 . 1  to argue that culture in an organization exists at three 
levels.13 These are artefacts (visible behavioural manifestations), 
values (some of the reasons behind some of the behaviour) and 
learned underlying assumptions, with the laHer essentially being the 
driving force behind the first two levels; the laHer level is the most 
important, but also the most difficult to identify and hence change. 

THE HRM DIMENSION 

Where does HRM fit into this picture? The general line of  argument 
typically advanced in the literature is that the human resource 
management policy mix is both an important determinant and 
reinforcer of the nature of organization culture. This proposition is 
frequently illustrated by reference to a small number of case studies of 
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Table 2.2 Ouchi's Theory Z 

Japanese organizations 

Life-time employment 

Slow evaluation and promotion 

Non-specialist career paths 

Impl icit control mechanisms 

Collective decision-making 

Collective responsibi l ity 

Holistic concern 

American organizations 

Short-term employment 

Rapid evaluation and promotion 

Special ized career paths 

Explicit control mechanisms 

Individual decision-making 

Individual responsibil ity 

Segmented concern 

Source: Adapted from Wil l iam Ouchi, Theory Z, Addison Wesley, Reading, Mass., 
1 98 1 .  

well-known organizations (e.g. Hewlett-Packard)/4 or more broadly 
by a comparison between US and Japanese organizations. The best­
known exposition along the latter lines is Ouchi's Theory Z, which 
characterized and contrasted certain key HRM features of Japanese 
and US organizations along the lines of Table 2.2.15 

Ouchi went on to recommend (in America) the adoption of a Type 
Z organizational form (i.e. a modified American one) involving long­
term employment, consensual decision-making, individual respons­
ibility, slow evaluation and promotion, implicit informal control with 
explicit formalized measures, moderately specialized career paths and 
a holistic concern. The other well-known approach is that of Richard 
Walton, who focuses explicitly on the issue of trying to obtain 
workforce commitment (which is central to much of the HRM 
literature), advocates the need for a coherent and consistent set of 
HRM measures to achieve this state of affairs, and recognizes the 
inevitable reality of moving in this direction only via a transitional 
stage or series of steps. Table 2.3 sets out the package of HRM 
measures that Walton identifies as being important in trying to move 
from a workforce control to a workforce commitment strategy or 
culture; many of the individual HRM measures listed in this table are 
among the leading items discussed in subsequent chapters. 
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Table 2.3 Human resource management practices for moving from 
workforce control to commitment 

Control Transition Commitment 

1 Job design Individual Scope of Individual 
principles attention l imited individual responsibility 

to performing responsibility extended to 
individual jobs extended to upgrading system 

upgrading system performance 
performance, via 
participative 
problem-solving 
groups in QWL, EI 
and quality circle 
programs' 

Job design deskills No change in Job design 
and fragments traditional job enhances content 
work and design or of work, 
separates doing accountability emphasizes whole 
and thinking task and 

combines doing 
and thinking 

Accountability Frequent use of 
focuses on teams as basic 
individual accountable unit 

Flexible definition 
of duties, 
contingent upon 
changing 
conditions 

2 Performance Measured Emphasis placed 
expectations standards define on higher 'stretch' 

minimum objectives which 
performance tend to be 

dynamic and 
orientated to the 
market place 

Stability seen as 
desirable 
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Table 2.3 continued 

Control Transition Commitment 

3 Management Structure tends to No basic changes Flat organizational 
organization: be layered, with in  approaches to structure with 
structure, systems top down controls structuring mutual influence 
and style control or systems 

authority 
Co-ordination A few visible Co-ordination 
and control rely symbols change and control based 
on rules and more in  shared 
procedure goals, values and 

traditions 

More emphasis on Management 
prerogatives and emphasis on 
positional problem-solving 
authority and relevant 

information and 
expertise 

Status symbols Minimum status 
d istributed to differentials to de-
reinforce emphasize 
h ierarchy inherent 

hierarchy 

4 Compensation Variable pay Typically no basic Variable rewards 
policies where feasible to changes in to create equity 

provide individual compensation and to reinforce 
incentive concepts group 

achievement: gain 
sharing, profit-
sharing 

Individual pay Individual pay 
geared to job l inked to skil ls and 
evaluation mastery 

In downturn, cuts Equality of Equality of 
concentrated on sacrifice among sacrifice 
hourly payroll employee groups 
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5 Employment 
assurances 

6 Employee 
voice policies 

Control 

Employees 
regarded as 
variable cost 

Employee voice 
allowed on 
relatively narrow 
agenda; attendant 
risks emphasized. 

Methods include 
open-door policy, 
attitude surveys, 
grievance 
procedures and 
collective 
bargaining in 
some 
organizations 
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Transition 

Assurances that 
participation wil l  
not result in loss of 
job; extra efforts 
to avoid lay-offs 

Addition of 
limited ad hoc 
consultative 
mechanisms; no 
change in 
corporate 
governance 

Additional sharing 
of information 

Commitment 

Assurances that 
participation wil l  
not result in job 
loss; high 
commitment to 
avoid or assist in 
re-employment; 
priority for 
training and 
retraining 
workforce 

Employee 
participation 
encouraged on 
wide range of 
issues; attendant 
benefits 
emphasized; new 
concepts of 
corporate 
governance 
Business data 
shared widely 
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Table 2.3 continued 

Control 

7 Labor-mana- Adversarial 
gement relations emphasis on 

interest conflict 

• QWL quality of working life 
EI employee involvement 

Transition 

Thawing of 
adversarial 
attitudes; joint 
sponsorship of 
QWL or EI; 
emphasis on 
common fate 

Commitment 

Mutuality; joint 
planning and 
problem-solving 
on expanded 
agenda 

Unions, managers 
and workers 
redefine their 
respective roles 

Source: Richard F. Walton, 'From Control to Commitment in the Workplace', 
Harvard Business Review, 85 (2), March-April 1 985, p. 81 . 

O RGANIZATIO N  CULTURE: TYPES, STRENGTH AND 
NATIONAL SETTING 

What about the different types of organizational culture? This theme 
has not attracted a great deal of systematic empirical research. The 
obvious exception here is the older work of Burns and Stalker, referred . 
to earlier in the chapter, which distinguished (on the basis of some 
research work on the electronics industry in Britain) between a 
'mechanistic' and 'organic' management system. The latter was 
viewed as the most suitable for operating in a rapidly changing 
product market environment, with its essential feature being the close 
individual employee-organization identification process involved; 
the contrast was between mechanistic (workforce control) and organic 
(workforce commitment). A number of the more 'popular' man­
agement books offer listings along these lines. For instance, Deal and 
Kennedy!6 identify a tough-guy macho culture, a work hard/play hard 
one, a bet-your-company culture and a process culture, while Handy!7 
talks about club, role, task and existential cultures. However, Deal and 
Kennedy went on to comment that 
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companies with very strong cultures - i.e. the companies that intrigue 
us most - fit this simple mould hardly at all. These companies have 
cultures that artfully blend the best elements of all four types - and 
blend them in ways that allow these companies to perform well when 
the environment around them changes, as it inevitably does. IS 

This general proposition in the popular management literature, 
namely that there is a positive correlation between organizational 
performance and the strength of an organization's culture, has come in 
for considerable academic criticism and questioning. For instance, I 
noted earlier Schein's view that the search for a strong culture may be 
doomed to failure (given the present circumstances of an individual 
organization), or may even be counterproductive (if achieved) given 
the likelihood of the need for further adaptation to environmental 
change; in other words, a strong culture (which is viewed as the source 
of previous organizational success) will constitute a strong barrier to 
any attempt at organizational change necessitated by changing 
environmental circumstances. Furthermore some academics are giv­
ing increased attention to the issue of locating individual organ­
izational cultures in their larger national settings. According to some 
commentators the cultures of individual countries are considerably 
more powerful and stable than those of individual organizations, I9 a 
view which is likely to have considerable implications for organ­
izations engaged in an increasingly global set of operations. The 
research underpinning such views is very much associated with 
European academics, such as Hofstede and Laurent (whose work will 
be more fully discussed in the concluding chapter), who have 
documented, via surveys in various multinational companies, the 
existence of important national differences in the nature of manage­
ment assumptions. The information in Box 2 .1  gives some indication 
of one organization's thinking along these lines. 

STUDYING A N D  MEASURING O RGANIZATIONAL 
CULTURE 

Both academics and practitioners are slowly coming to some limited 
degree of agreement that, first, the notion of organizational culture is 
elusive and not easily measured and, secondly, that it  is essentially a 
contingency-based concept. That is, there is no one particular 
organizational culture that is best suited to all organizations in all 
circumstances. In keeping with the first observation, it is apparent that 
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Box 2.1 Thinking about national cultures 

This British organization is establ ishing an international joint venture 
(ljV) with a French organization. Knowledge of the relatively high 
fai lure of IjVs due to 'people problems', combined with the practical 
need to handle the contracts of management transferees to the joint 
venture operation, has resulted in the establ ishment of a human 
resource management working group (the first one esta0l ished) across 
the British and French organizations. This group has been meeting on 
a monthly basis, alternat ing between France and Britain, over 
something l ike eight months; its membership typical ly consists of 6-8 
individuals from the respective HRM departments. 

The working group commissioned a two-day workshop on organ­
ization and national culture which was presented by an 'academic 
expert' in  the British organization and was then repeated in  the French 
one. The workshop presentation stressed that the IjV cannot and 
should not seek to establ ish a corporate culture that can transcend or 
supplant the effects of differing national cultures. In essence it was 
argued that there are countries with a Blue Culture (e.g. USA, Sweden), 
which involves fundamental assumptions, values and behaviour with 
the emphasis on doing things, time as money and time management 
(e.g. plann ing, punctuality, etc.). In contrast there are countries with a 
Green Cultu re (e.g. Middle East) where the emphasis is much more on 
the value of relationships, networking arrangements, etc. In the 
former, management activities are sequential, whereas in the latter 
they are s imu ltaneous. Britain is viewed as a Blue/Green culture and 
France a Green/Blue one. 

The pu rpose of the workshops, subsequent meetings (with aca­
demic support\ and a cu ltural audit of the two organizations, is to 
seek an understanding and appreciation of each other's cultu re, 
rather than attempt to change the cultu re of either. 

academics are increasingly urging and adopting a mixed method­
ology approach in the study of organizational culture. This may, for 
instance, involve the combined usage of obtrusive observation, self­
administered questionnaires and personal interviews to fill out the 
picture.20 Furthermore, a number of practitioner-orientated techniques 
have been devised for assessing the nature of organizational culture, 
and these are increasingly being combined as packages of assessment 
measures. Table 2.4 contains a brief outline of three such approaches. 
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Table 2.4 Practitioner techniques for assessing organizational 
culture 

Technique 

An iterative interviewing process 
involving outsiders and insiders 

Survey instrument 

Describing culture in terms of key 
managerial behaviours 

Description 

The outsiders enter the organization 
and experience certain puzzles and 
surprises. These observations are shared 
with insiders, with their meanings being 
jointly explored. This iterative process 
results in a written description of the 
assumptions underlying an 
organizational culture 

This may be used to identify any 
difference between the actual and 
desired culture. One such instrument 
asks organizational members to 
respond to 28 standard norm pairs 
concerning actual and desi red norms to 
achieve high performance 

Possible cultural gaps in the areas of 
task support, task innovation, social 
relationships and personal freedoms are 
examined 

Individual and group interviews 
generate specific normative statements 
about how managerial tasks are 
performed and how relationships are 
managed in an organization. This data is 
used to assess the cultural risk of trying 
to implement organizational changes to 
support a new strategy 

Source: Based on Thomas C. Cummings and Edgar F. Huse, Organization 

Development and Change, West Publishing, St Paul, Minn., 4th edition, 1989, pp. 425-7. 

CULTURAL AND O RCANIZATIONAL CHANCE 

The increased attention given to the notion of organizational culture 
has been useful in alerting both academics and practitioners to the fact 
that organizational change (at. least of any substantial scale) will 
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involve considerably more than simply changing organizational 
structures etc. Z I  This being said, there is considerable debate as to 
whether changing an organization culture is feasible, and what are 
likely to be the most powerful levers in affecting such a change.z2 In 
essence, difficulties in bringing about cultural change stem from the 
importance of the deeper elements of culture (i.e. values and basic 
assumptions) in that, 

Because these deeper elements represent taken-for-granted assump­
tions about organizational life, members do not question them and 
have a difficult time envisioning anything else. Moreover, members 
may not want to change their cultural assumptions. The culture 
provides a strong defense against external uncertainties and threats. It 
represents past solutions to difficult problems. Members may also have 
vested interests in maintaining the culture. They may have developed 
personal stakes, pride, and power in the culture and may strongly resist 
attempts to change it.23 

Nevertheless a number of prescriptive lists for changing organiza­
tion culture have been put forward, particularly in various popular 
management books. For instance, Deal and Kennedy have suggested 
that an organization variously needs to position a 'hero' in charge of 
the process, recognize a real threat from outside, make transition 
rituals the pivotal elements of change, provide transition training in 
new values and behaviour patterns, bring in outside consultants, build 
tangible symbols of the new directions, and insist on the importance 
of security in transition.z4 Other lists of guidelines emphasize the need 
for a clear strategic vision, top management commitment, symbolic 
leadership, supporting organizational changes (such as in HRM), 
selection and socialization of newcomers and termination of deviants, 
and ethical and legal sensitivity.zs 

To some commentators the inevitable difficulties of successfully 
carrying through a full-scale programme of cultural change are such 
that it should only be attempted after less ambitious and costly 
measures of change have been tried. At the same time Schein has 
argued that cultural change does not always involve large-scale 
programmes of change in crisis situations.z6 Instead an organization 
should recognize that the need for, nature of and instruments 
involved in, cultural change will vary according to the stages of the 
product or organizational life cycle. 

In order to illustrate some of the leading issues, themes and 
uncertainties involved in cultural and organizational change, the rest 
of this chapter will concentrate on respectively the new plant or 
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greenfield site 'solution' to change and the 'turnaround' approach in 
an established organization. For obvious reasons particular attention 
will be given to the HRM dimension. 

N EW PLANTS AND O RGANIZATIONAL CULTURE 

A number of commentators have highlighted the fact that new plants 
or greenfield site operations tend to be disproportionately associated 
with relatively innovatory human resource practices and arrange­
ments, which reflect a conscious attempt to break quite sharply with 
the working practices and culture of older, established plants in the 
company's set_up.27 In Britain, for instance, the new Pilkington plant 
established at St Helens in the early 1980s had an explicit human 
resource management statement which included the following 
components: (1 )  increased site commitment; (2) better co-operation 
between trade unions; (3) well-trained employees who fully under­
stand their role in the works as a whole; (4) flexible employees - able 
to do a wide range of tasks; (5) management style based on openness 
and employee involvement; (6) responsibility pushed down the 
hierarchy, (7) removal of status differences which cannot be justified; 
(8) a simple, effective and easily understood reward system and 
(9) elimination of payment for overtime.28 More recently, the Pirelli 
greenfield site plant in South Wales has been cited as an organization 
operating with an explicit HRM philosophy (Le. employee commit­
ment, co-operation and team work) which influenced and was 
reinforced by a mix of policies which emphasized and encouraged 
training, flexibility and single status.29 

The combination of a competitive strategy based on product 
innovation or quality enhancement with a new, greenfield site 
operation is a very powerful one, which is frequently associated with a 
relatively high priority being given to human resource management 
and a conscious attempt to establish (and maintain) a particular 
organizational culture. It is in such organizations that one is most 
likely to find relatively well developed internal labour market 
arrangements (in matters of promotion, training and career develop­
ment), flexible work organization systems, contingent compensation 
practices, high levels of employee and work group participation in 
task-related decisions, and extensive internal communications 
arrangements, all of which are held to constitute a comprehenSive and 
coherent human resource management package. Furthermore, such 
organizations frequently operate with an explicit mission statement. 
Box 2.2 sets out the statement of one such new plant in Britain. 
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Box 2.2 New plant philosophy or culture statement 

1 Continuous development of management or culture state­
ment 

Using progressive management methods, the company should 
develop a h ighly motivated, flexible, professional and cohesive 
team. Management should create an open and part ic ipative 
environment which encou rages the continuous development of 
the company and its employees. 

2 Effective product development 

A consistent and competitive standard of qual ity (upper quarti le) 
product should be designed and continuously developed, to 
meet the present and future market requirements, through co­
operation between customer and paper mi l l .  

3 Application of quality 

The concept that everyone is responsible for the qual ity of the 
product as well as for the qual ity of his/her performance wi l l  be 
appl ied and developed. 

4 Use of high technology for effective production 

There should be constant review and assessment of 'state of the 
art' technology in  al l  areas and it should be appl ied, where 
appropriate, to ensu re the company is among the most effective 
l ightweight coated paper companies in Europe. 

5 Service and marketing/sales effectiveness 

5 .1  Progressive long-term relationships with key customers should 
be developed for mutual benefit. 

5 .2 A high standard of service should be establ ished using effective 
communications. 

5 .3 The image of a professional paper producer and effective 
business partner should be developed. 
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6 Security of sufficient resources 

The avai labi l ity of good qual ity fresh t imber should be 
guaranteed. Avai labi l ity of all other raw materials and 
consumables must be guaranteed in all circumstances. A 
supportive local infrastructure should be developed. 

7 Com munity relations 

7.1 The company should create and maintain a positive 
environmental image. 

7.2 It should be an attractive and social ly responsible employer and 
community member. 

7.3 Connections with special ist institutions should be made. 

Obviously there is, as the discussion of this chapter has indicated, 
much more to the task of creating or changing an organizational 
culture than simply the production of a statement such as that above. 
To many commentators a formal mission statement is only a 
relatively superficial artefact of organizational culture. There is, 
however, no denying that establishing a sense of mission (rather than 
simply issuing a statement of it) is an increasingly prominent feature 
of attempts to establish an organizational culture in new and existing 
organizations (Financial Times, 1 1  Odober 1991) .  

It  is  widely held that the ability to bring about organizational and 
cultural change in new plants is relatively substantial because 'new 
organizations simply have a number of advantages when it comes to 
creating high involvement systems. They can start with a congruent 
total system; they can seled people who are compatible; no-one has a 
vested interest in the status quo; and it is possible to do the whole 
organization at once so the participative island disease is avoided.'30 In 
many cases it  is hoped that the establishment of a new organizational 
culture in a new plant or greenfield site will constitute a role model for 
the rest of the multi-plant organization, with a process of diffusion 
being encouraged to spread from the new to the old. In fad there is 
only limited evidence of this occurring. Rather there is much more 
likelihood that the new plant will stand as a discrete, self-contained 
entity in the larger company set-up, remaining quite isolated from the 
culture of the rest of the organization.31 This indifference or even 

Copyrighted Material 



50 Human resource management 

hostility to the new plant in the larger organization set-up clearly 
points to the limitations of this partial approach to the task of bringing 
about a change in organizational culture. 

SEEK ING TURNAROU N D  IN AN ESTABLISHED 
O RGANIZATION 

A long-standing conceptual view of  the processes of  organizational 
change involves a three-stage modeL whereby the organization: 
(I )  seeks to change or unfreeze existing practices and arrangemp.nts; 
(2) undergoes a period of experimentation in which a new set of 
practices and arrangements are tried and tested; and (3) institutional­
izes or refreezes the new arrangements as the standard mode of 
operation.32 A number of more recent discussions of the organiz­
ational change process follow roughly similar lines, emphasizing, for 
example, the development of concern, the acknowledgement and 
understanding of the problem, planning and acting, and stabilizing 
change.33 This sequentiaL staged sort of approach does, however, run 
the risk of viewing the processes of organizational change as rather 
more mechanicaL predictable and ordered than tends to be the case. 
Indeed the reality of large-scale organizational and cultural change is a 
relatively complex, messy process in which problems and difficulties 
are frequently encountered and solved (if at all) in a rather 
unstructured, ad hoc manner. Students of organizational change have, 
for instance, frequently highlighted the fact that the larger the scale of 
proposed change the more likely it is there will be consolidated 
opposition to it, with the result that it may well fai1.34 Furthermore, 
standard organization development and change models invariably 
stress the key role of senior management in initiating a change 
process, but for this to be carried through successfully from the 
unfreeZing to the refreezing stage requires that strong, consistent 
linkages be established with lower level operational managers.35 

In large-scale, turnaround situations in which 'cultural trans­
formations' are sought, a wide variety of change tools have frequently 
been utilized: for example, the issuance of new mission statements, 
structural change, education and training programmes, new com­
munication packages, pay system changes, replacement and 
promotion of personneL attitude surveys to identify constraints, 
desired changes, etc., consultants, leadership by executives committed 
to change, etc.36 The key questions involved in such attempts are 
(I )  which of these instruments of change are individually the most 
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powerful and (2) what is the order in which they should be used for 
maximum effectiveness? These all-important questions tend to divide 
individual commentators and there is only limited systematic research 
on them to inform actual practice. For example, some individuals have 
argued that reward systems are a particularly powerful instrument for 
bringing about organizational and cultural change.37 In contrast, 
others have argued that: 

In the early stages efforts are made to persuade people to change 
attitudes and behaviour voluntarily. This is done through philosophy 
statements, communication and education. It is often insufficient to 
affect behaviour, so new behaviour is 'forced' by various structure and 
system changes. Those who are able to change get to keep their jobs 
and the best get promoted. It is this judicious management of 
replacements and promotions that is the key instrument of change, 
not, in my view, monetary rewards . . . In most cases change in 
behaviour precedes changes in attitudes and values. Top managers use 
their power to orchestrate this process, changing structure and 
promoting supporters. Consultants, philosophy statements, educa­
tion, and communication are the ways in which messages about 
expected new behaviour are sent. Of course, new behaviours will 
become institutionalized only if a critical mass of new managers can be 
placed in key positions.38 

Box 2.3 illustrates one organization's attempt at cultural change which 
has particularly emphasized the role of new senior management 
personnel. 

Although there has always been, as we have seen, a great deal of 
disagreement about which are the most powerful individual levers of 
change and the order in which they should be used, there was for a 
long time considerable consensus to the effect that organization 
change needed to be an organization-wide process led by senior 
management. However, even this has been questioned in recent years, 
with one prominent publication arguing instead for much more of a 
bottom up, sub-unit approach in initiating organizational change:19 
Specifically, this particular publication is highly critical of top down 
attempts to change organization culture, of starting the process of 
change by changing formal organizational structures and systems, 
and of introducing major new elements in the HRM policy mix. All 
of these are viewed as having limited potential impact, and in 
some cases even being counterproductive. Instead the authors 
favour initially basing change in new, small and relatively isolated 
sub-units of the organization and then taking various measures to 
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Box 2.3 Cultural change via new senior management 

personnel 

The organization concerned is an engineering one which currently 
employs some 1 ,440 people. It has a strong commitment to R&D, and 
employs a substantial number of trained engineers. Historically the 
organization has been described as having a paternal istic, role- (rather 
than task-) orientated culture. The turnaround situation occurred i n  
the late 1980s and involved a fundamental change in  business 
strategy and a resu lting programme of cu ltural change in which a re­
vamped HRM strategy was prominent. A proposed merger (which 
stimulated an enhanced divis ional concentration), an enforced 
change from cost-plus pricing to competitive tendering arrangements 
(in its major customer relationship), a change in the product mix (with 
significant impl ications for the ski l l  mix of the workforce) and an 
upgrading of the manufacturing technology (from a modular to a 
systems company) were the key triggers of change in  the business 
strategy area. 

These, in turn, led to a re-orientation of the human resource 
management strategy in  which two particu lar changes were prom­
inent: first, an increase in tra in ing expenditure (from £200,000 per year 
in 1 987 to £500,000 in 1988), but with much more emphasis on 
managerial (75 per cent of expenditu re in 1988), as opposed to 
technical, tra in ing; and secondly, a sizeable headcount reduction in  
the organization, with the workforce being reduced from some 2,200 
in 1 988 to 1 ,440 in 1 991 (projected to be down to 1 ,000 in 1 992). 

A key instrument of organizational and cu ltural change was the 
injection of new senior management personnel who were expl icitly 
recruited as internal agents of change. For example, only three of the 
original twelve board members in  the mid-1980s are sti l l  with the 
company; the board has been reduced to seven members with three 
of these (Finance, HRM, Production) being newcomers to the 
company. Admitted ly the present CEO has been in the organization 
for some considerable time, although he was always considered 
something of a 'maverick' within the older, senior management ranks. 

institutionalize and spread these initiatives throughout the rest of the 
organization. 
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H RM AND ORGAN IZATIONAL CHANGE 

Although in this chapter I have frequently emphasized the limited 
empirical grounding of much of the descriptive and prescriptive 
literature concerning organizational culture, it is important to 
recognize that the cultural metaphor has helped raise the priority 
given to 'people issues' in change situations relative to the traditional 
approach of changing formal structures. As a result there has been 
increased recognition of the strategic linkage between human 
resource management practices and policies in helping to create, 
reinforce and change organizational cultures. 

This being said, there is both controversy ('it is manipulative') and 
uncertainty (which HRM policy levers should be changed, at what 
leveL and in what manner) as to how such a linkage should be 
managed. Furthermore, in the early 1990s there is the very real 
possibility of a strong backlash, particularly in the USA, against the 
notion of culture being central to the practice of organization change 
as the pressures of recession and finance markets are translated into 
cost-cutting and employment reduction exercises in individual 
organizations (Business Week, 1991) .  
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THE SELECTION DECISION 

I NTRODUCTION 

In this chapter I consider the first of the 'micro' issues in the human 
resource management area likely to confront line managers, namely 
recruiting and selecting new employees. I look first at the general 
areas of planning recruitment and assessing the selection process. The 
chapter then examines, in turn, the limitations of the traditional job 
interview process and some suggestions for improving its effective­
ness, the use of testing procedures in the selection decision and finally 
the use and effectiveness of assessment centres for selecting (very 
largely) managerial personnel. 

Obviously the selection decision has always been important as the 
vehicle for obtaining, at least in principle, the appropriate 'person-job 
fit' which will, when aggregated, contribute in turn towards 
organizational effectiveness. However, at least three themes in the 
HRM literature would appear to have enhanced the potential 
importance of the selection decision in individual organizations in the 
current operating environment. First, certain significant demographic 
trends and changes in the labour market environment confronting 
organizations, such as declining birth rates, an ageing population, an 
increasingly educated workforce and the increased participation of 
women, are making for a less homogeneous workforce which is 
placing a premium on the 'effective management of diversity'. And at 
the very least this has meant that the criterion of fairness has become 
of increased importance in the selection decision. Secondly, the HRM 
literature emphasizes the need for a multi-skilled, flexible workforce in 
which team working arrangements are particularly prominent. This 
has meant that the selection decision is less about matching an 
individual employee to the fixed requirements of an individual job at a 
Single point in time. As a consequence, immediate skills and 
employment background are of rather less importance relative to 
willingness to learn, adaptability and willingness/ability to work as 
part of a team. (This is undoubtedly an important factor driving the 

Copyrighted Material 



The selection decision 57 

increased use of employment testing, a subject covered later in this 
chapter.) And thirdly, as indicated in Chapter 1, the leading single 
theme in the HRM literature is the need to establish a close two-way 
relationship between competitive strategy/business planning and 
HRM planning. As a conSf'quence, some academic commentators 
have discussed the notion of strategic selection in which three concerns 
are particularly prominent, namely the design of a selection system 
that supports the overall organizational strategy, the monitoring of 
the internal flow of personnel to match emerging business strategies 
and the need to match key executives to business strategies.l (This 
concern or aim is arguably a factor in the increased use of assessment 
centres for the selection of senior management personnel, a subject 
discussed later in this chapter.) 

PLANNING FOR RECRUITMENT 

Before any applicants for a job are interviewed, any organization 
about to engage in the recruitment and selection process needs to 
undertake a number of important steps. These prior steps, in which the 
HRM specialists in the organization are likely to be particularly 
prominent (relative to line managers) include the forecasting of human 
resource needs, the specification of individual job requirements and 
the identification and use of appropriate recruitment channels. The 
first two of these prior tasks have been particularly prominent areas of 
discussion in the strategic human resource management literature of 
the 1980s. 

There have been numerous articles arguing the case for (and 
benefits of) a more integrated relationship between competitive 
strategy and human resource planning, while others discussed the 
various statistical and forecasting techniques that could be utilized in 
such a comprehensive planning process.2 However, as noted in both 
the Introduction and Chapter 1, the relatively limited linkage that has 
occurred to date in this subject area is well known, with the nature of 
the steps necessary to bring about improvement in this regard being 
actively debated, at least in certain quarters of organizational 
decision-making; one suspects, as suggested in Chapter 1, that 
organizations which have moved and will move most rapidly in this 
direction are those where existing HRM profeSSionals (staff man­
agement) have had some prior experience in line management 
positions (thus 'smoothing' the internal political processes of decision­
making) and/or those organizations that have experienced substantial 
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'costs' as a result of the absence of such a linkage. As to the second 
matter, the traditional basic purpose of job analysis has been to 
provide an up-to-date and accurate job description which will indicate 
the sort of qualifications and experience to be used in advertising the 
position. This, as indicated earlier, is likely to be an important area of 
current change in many organizations as a result of changes in 
technology and in contemporary thinking about the 'ideal' arrange­
ments for organizing work. The combination of 'scientific man­
agement' thinking, the practice of collective bargaining and use of job 
evaluation techniques has historically resulted in a system of work 
organization which involved a hierarchy of narrowly designed and 
highly specialized job tasks to each of which was attached 'the (pay) 
rate for the job'. 

This traditional system of work organization, with its important 
implications for individual job descriptions and job analysis, has been 
variously challenged (although certainly not supplanted) over time by 
individual experiments in job rotation, job enlargement and job 
enrichment in the 1960s, the concept of socio-technical design 
systems (with its emphasis on autonomous or semi-autonomous work 
groups) and, most recently, by flexible work organization systems. 
The latter (particularly in new plant operations) typically involve a 
reduction in the number of individual job classifications, team working 
arrangements and the integration of responsibility for quality control 
into production jobs.3 Such changes have important implications for 
individual job descriptions and job analysis. For example, in one high 
technology organization I have been following quite closely there has 
been, since the mid-1970s, a sustained movement away from low­
volume, long cycle-time production to a position of high-volume, 
short-cycle production. As a consequence, production employees 
in the manufacturing area have increasingly taken on tasks and 
responsibilities previously associated with non-manufacturing, 
support groups of employees. The result has been a large-scale re­
analysis and rewriting of job descriptions in recent years in the 
manufacturing area, both for existing employees and any employees 
who are to be newly recruited. 

Finally, there is the question of the choice of appropriate 
recruitment channels for advertiSing posts and obtaining applicants. 
The main points here are: (1 )  the human resource management 
literature puts a great deal of emphasis on the need to have well­
developed internal labour market arrangements (as regards pro­
motion, training, and individual career development) which would 
suggest that many openings can and should be filled internally, 
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particularly if employees were originally hired with a view to their 
longer-term development potential; (2) different channels of recruit­
ment are favoured and used for different grades and levels of 
employees; (3) the various potential channels of recruitment tend to 
yield different sorts of information (i.e. extensive or intensive) about 
applicants; and (4) the value of different channels of recruitment can be 
assessed by comparing their costs to their yield (Le. number hired/ 
number of applicants for each particular channel) and retention ratios.4 

ASSESSING THE SELECTION PROCESS 

In this section I briefly note some of the leading concepts and 
measures which are relevant in assessing the success of any selection 
procedures for employees. Firstly, the basic aim of the selection 
process is to try and minimize both false positive and false negative 
errors. In the former case the selection process predicts success in the 
job for an applicant, who is therefore hired, but the applicant fails, 
whereas in the latter case an applicant who would have succeeded in 
the job is rejected because the process predicted failure. As the latter 
case is essentially unobservable to the organization concerned, it 
tends to be the costs of false positive errors that are of most concern to 
organizations engaged in the recruitment and selection of employees. 
Secondly, the concepts of validity and reliability have traditionally 
figured prominently in discussions of the success of selection 
procedures. The process of validation asks whether a significant 
statistical relationship exists between a predictor (e.g. interviewer 
rating of an applicant) and a criterion measure of successful 
performance on a job (e.g. a measure of work behaviour or work 
outcome); it is important to note here that the particular measure of 
work performance/success utilized may have serious implications for 
validation tests, although in the selection literature predictors are 
always discussed in much more detail than criteria. A measure 
obviously cannot be valid unless it is also reliable, and the concept of 
reliability concerns the consistency of a measure over time or between 
different measures of the same concept or behaviour. Some dis­
cussions of validity frequently go further and distinguish between 
(1)  criterion-related validity (Le. can a significant relationship be 
demonstrated between the predictor and some measure of. work 
behaviour or performance?); (2) construct validity (Le. can the selection 
process measure the degree to which an applicant has certain 
psychological traits or constructs which are inferred from job 
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for the position?); and (3) content validity (Le. a selection process has 
this type of validity if it representatively samples significant parts of 

. the job for which the applicant has applied). To these traditional 
concerns about validity and reliability in the selection process has 
been added a concern about equity and fairness, largely as a result of 
the passage of anti-discrimination and equal opportunities legislation 
and regulations. Some commentators have also added applicability 
(Le. the extent that the selection method can be applied across the full 
range of jobs and applicants) and the cost of implementing the 
method.s (In practice, however, the research literature is dispro­
portionately concerned with the validity issue.) 

THE INTERVIEW: LIMITATIONS AND POSSIBLE CHANGES 

In general the most common predictors used in the selection process 
are interviews, tests (of various types), the information contained in 
letters of application and on application forms, and references 
obtained from previous employers. The interviewing process is 
widely used (largely, one presumes, for reasons of low cost and high 
applicability) and heavily relied upon in the ultimate selection 
decision, despite the fact that a consistent stream of research over an 
extended period of time has indicated that its reliability and validity is, 
to say the least, far from impressive.6 The failings of the interview 
have been found to derive from the processes by which interviewers 
make judgements. That is, people (Le. interviewers) are essentially not 
good at the task of processing information. Table 3 . 1  sets out a list of 
some of the leading findings. 

There is also the danger highlighted by some researchers that 
interviewers may tend to 'over-sell' the organization to applicants 
they are particularly keen to attract, and hence may not convey 
particularly accurate or realistic job information in the course of the 
interview;7 the result may be relatively high turn-over rates. As the 
essentially negative message centring around Table 3 .1  has been 
increasingly absorbed in management circles, organizations can react 
(and have done) in a number of ways. Although there is no question of 
the interviewing process being dispensed with, organizations may, 
firstly, seek increasingly to supplement it by, for example, the use of 
occupational testing; this is an approach considered in the next 
section. Secondly, they may seek to reform or improve the 
interviewing process by introducing certain organization-wide 
changes into the relevant processes. A third possibility is that 
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Table 3 .1  Limitations of  the selection interview process 

1 Firsl impressions, favourabilily and order of informalion 

(a) Early information has a disproportionate influence on the final outcome. 

(b) The order of information, as well as its favourabil ity, is critical in decision­
making (favourable information early and later in  the interview are particularly 
influential). 

(c) Interviewers make their decisions very quickly (an average of four  minutes 
from the beginning of the interview is a widely cited, although not widely 
replicated, statistic). 

2 Slereotypes 

(a) The search for information and decision-making are heavily influenced by 
applicants being compared with an ideal applicant stereotype. 

(b) The stereotype and the related concept of implicit personality theory are a 
substitute for seeking specific information from the applicant. 

3 Trail atlribulions 

The belief that past behaviour is a good predictor of future behaviour omits 
mediating influences and circumstances. 

4 Olher effects and biases 

(a) The preceding appl icants create a context in which the current appl icant is 
evaluated (this 'contrast' effect can result in serious under- or over-rating). 

(b) The applicant's non-verbal behaviour can have a significant impact on 
evaluations. 

(c) The 'halo effect' can result from an over-generalization of one 'outstanding' 
characteristic (for good or bad) of an applicant. 

(d) Negative information is sought out and given undue emphasis. 

Source: Adapted from Milton D. Hakel, 'Employment Interviewing', in  Kendrith M. 
Rowland and Gerald R. Ferris (eds.l, Personnel Management, Allyn and Bacon, 
Boston, 1 982, pp. 1 35-41 . 

individual interviewers can and will begin to change the way in which 
they conduct interviews, even in the absence of any explicit 
organization-wide changes to interviewing procedures and arrange­
ments. There are numerous guidelines for an improved interviewing 
technique and Table 3 .2 sets out one such list of recommendations. 

Numerous self-help or guidance books on best practice inter­
viewing techniques essentially make similar points.s Such voluntary 
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Table 3.2 Recommendations for interviewers 

1 Prior to the interview develop a 'game plan' for it. 

2 The game plan should specify what is to be covered in the interview (i.e. bui ld 
rapport, obtain information, provide information, answer questions). 

3 Base the game plan on relevant job information. 

4 Initially communicate the game plan to the applicant. 

S Follow a common format for al l  applicants. 

6 In general avoid leadi ng and closed questions. 

7 Try to help put the applicant at ease. 

8 Seek to provide a specific and realistic description of the job and organization. 

9 The conduct of the interview should ensure that the applicant does the 
majority (i.e. 75 per cent) of the talking. 

1 0  Develop active l istening ski l ls. 

1 1  Develop the ski l ls both to observe and prOVide non-verbal communication. 
1 2  Record your observations during and at the end o f  each interview. 

1 3  B e  aware of current legal and ethical issues surrounding the interviewing 
process. 

14 Obtain feedback on the subsequent job performance of individuals 
interviewed. 

Source: Adapted from David C. Gilmore, Gerald R. Ferris and K. Michele Kacmar, 
'The Nature of Employment Interview Decisions', in Gerald R. Ferris, Kendrith M. 
Rowland and M. Ronald Buckley (eds.), Human Resource Management: Perspectives and 
Issues, Allyn and Bacon, Boston, 2nd edition, 1990, pp. 126-7. 

changes on the part of individual interviewers can arguably, however, 
be strengthened and reinforced by certain organization-wide changes 
in the interviewing process. The most frequently mentioned changes 
along these lines include (1) multiple interviews, (2) training inter­
viewers in the necessary skills, and (3) the use of a standardized or 
common interviewing format and assessment measure. For example, 
one attempt to develop a structured interviewing technique (to raise 
its psychometric properties) suggests that it should be based on the 
following steps: develop questions based on job analysis, ask the same 
questions of each candidate, anchor the rating scales for scoring 
answers with examples and illustrations, have an interview panel 
record and rate answers, consistently administer the process to all 
candidates, and give special attention to job relatedness, fairness and 
documentation in accordance with testing guidelines.9 Research 
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concerning the effectiveness of such changes is still far from complete, 
although the verdict on the evidence to date is that only relatively 
marginal improvements in validity are likely to result. 10 As a 
consequence both researchers and, increasingly, practitioners have 
concluded that the information obtained from selection interviews 
needs to be supplemented by information obtained by other means. 
Psychological testing is one of the increasingly favoured sup­
plementary means, and it is to this subject that I turn in the next section. 

PSYCH OLOGICAL TESTI NG: THE ANSWER? 

Psychological testing involves a very heterogeneous set of instru­
ments which are frequently categorized under the headings of 
intelligence tests, ability and aptitude tests, and interest and 
personality tests. The latter are the most controversiaL as we shall see, 
although they are frequently viewed as growing in popularity and 
usage. Undoubtedly the best-publicized use of personality testing in 
recent times has been in new plants where a workforce is to be recruited 
from scratch, a background of employment experience in the particular 
industry is not deemed to be particularly relevant or even (in some 
cases) desirable, there are large numbers of applicants relative to the 
positions available, and the competitive strategy, technology and 
work design systems place a premium on flexible work operations. Box 
3 .1  describes the recruitment-selection process in one such organization. 

In this particular greenfield site there were over 10,000 applications 
and some 2,500 individuals were called for interview and testing 
purposes, which resulted in a final selection figure of approximately 
300. This particular organization used Cattells 16 PF test which is 
designed to measure the normal dimensions of personality. It  
provides sixteen basic scores, fifteen personality traits plus a measure 
of 'intelligence'. (Various combinations of these 'primary' scores give 
'second order' factors, or broader groupings of personality character­
istics. There are fuller and shorter versions of the test.) Table 3.3 sets 
out the personality traits measured by this particular test. 

The report from which Table 3.3 is extracted went on to list the 
following broad assumptions of individuals using the 16 PF for 
personnel selection. II 

1 The 16 PF gives a more or less useful description (depending on 
the practitioner's experience or point of view) of an individual's 
personality in the form of traits. 
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Table 3.3 Personality traits measured by the 16 PF test 

Reserved, detached v. Warm-hearted, outgoing 
Dul l  v. Bright (intel l igence factor) 
Affected by feelings v. Emotionally stable 
Accommodating, submissive v. Assertive, dominant 
Sober, serious v. Enthusiastic, happy-go-lucky 
Expedient v. Conscientious, rule-abiding 
Shy v. Socially bold 
Tough-minded v. Tender-minded, sensitive 
Trusting v. Suspecting 
Practical v. Imaginative 
Forthright, unpretentious v. Astute, shrewd 
Self-assured v. Apprehensive, anxious 
Conservative v. Radical 
Group-dependent v. Self-sufficient 
Low self-image v. High self-image 
Relaxed v. Tense 

Source: M. A. Pearn, R.  S. Kandola, R. D. Mottram and Pearn Kandola Associates, 
Selection Tests and Sex Bias, Equal Opportunities Commission Research Series, 
HMSO, London, 1 987, p.1 1 9. 

2 Skilled interpretation of this description can help predict an 
individual's job preferences and satisfactions, probable style of 
operation, aspects of the job they are likely to perform well, or less 
well, and their likely contribution in terms of team work. 

3 16 PF is most useful when combined with other information such 
as past record, and with achievement and aptitude test results. 

4 The pattern of personality it indicates is reasonably consistent 
over time once maturity has been reached. 

5 While some occupations may have a 'typical personality profile', 
there is room for a wide range of individual differences, 
particularly the higher up the management ladder you look. 

There is considerably more to psychological testing than simply 
the 16 PF test; one publication in the late 1980s, for example, noted 
that there were more than 5,000 psychological instruments available 
in the English language. I2 It has been aptly observed that 'there is 
probably no subject more controversial in occupational psychology 
than the merits and demerits of personality assessment'. 13 For instance, 
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Box 3.1 Psychological testing for a new workforce 

Advertisements in the press for operator grades specified a profile of 
mid-20s to mid-30s, a good basic education, and process/texti le/coal 
industry experience. The local Job Centre initial ly handled al l  
applications; those which were deemed suitable were passed to the 
personnel/l ine management of the organization for screening and 
then candidates were called for interview. The recruitment team 
interviewed an average of twenty candidates a day, four  days a week, 
over a period of a month. At the end of a day each candidate should 
have been seen by at least five people - two l ine supervisors, one 
psychologist, one personnel management representative and one 
other psychologist who administered a test. 

Candidates were asked to arrive at 8.30 a.m. and as they arrived 
were al located randomly to one of the slots numbered 1 to 20. 
Fol lowing a brief i ntroductory talk the candidates were introduced to 
the interviewing team. After this the people numbered 1 1-20 were 
taken to another room to take part in a series of timed aptitude tests. 
In the meantime the group remaining were set off on a series of 
untimed personal ity tests and launched into the interview pro­
gramme. At lunchtime the groups would swap round and the morning 
test group would go through the interview programme and the morning 
interview group would go through the aptitude testing programmes. 

The types of tests used covered aptitude, mechanics, matrices, 
numeracy, verbal, computer (memory and reaction time) and 
personality tests, notably the 1 6  PF. The aims of the tests were to 
assess the wi l l ingness of the appl icants to learn new ski l ls (trainability) 
and work flexibly, and to predict their l ikely patterns of on-the-job 
behaviour. 

At the end of each day, with a l l  this test i nformation and reports 
from each interviewer avai lable, ful l-scale review meetings were held 
at which each candidate was discussed in turn. Their test results were 
put forward and each interviewer would pass comment and an 
attempt was made to reach a consensus decision as to whether the 
appl icant should be h i red. 

a number of industrial psychologists have long argued that there are 
likely to be serious limitations to the validity and reliability of 
personality and interest tests in the selection decision because of the 
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possibility of applicants faking the answers.14 In fact a review of the 
available evidence in the USA has suggested that ability and aptitude 
tests have only a modest degree of predictive accuracy concerning job 
performance, with personality tests being even less successful in this 
regard;15 their predictive performance is, however, considerably better 
than that of the interview process. 16 In keeping with these findings, the 
increased use of personality (as opposed to aptitude) tests by 
organizations in Britain is currently associated with considerable 
controversy and disagreement concerning their validity as predictors 
of job performance (The Times, S September 1991). 

The use of selection tests has also raised a number of important 
issues concerning the potential for discrimination, as well as certain 
broader ethical concerns. In the USA, for instance, the use of selection 
tests initially declined after the passage of civil rights legislation in the 
1960s, although their usage is apparently on the increase in more 
recent times. There has in fact been much discussion and controversy 
in the United States as to whether such tests have an adverse impact 
on the selection of minorities;17 federal government guidelines have 
specified that such tests, to be acceptable for equal opportunity 
purposes, must be criterion, content and construct valid. And in 
Britain a research publication by the Equal Opportunities Commission 
has also raised the issue of whether the use of such tests can adversely 
impact on the selection of women;18 a considerable range of variation 
in organizational practice was observed in choosing tests, applying 
the test procedures, interpreting the results, being aware of equal 
opportunities implications, etc. More broadly, there have been a 
number of concerns expressed about the ethics of selection testing. For 
instance a code of practice issued by the Institute of Personnel 
Management in Britain emphasized the need to use (only) chartered 
occupational psychologists, provide feedback to applicants, and observe 
confidentiality, as well as ensuring compliance with equal opportunities 
legislation.19 Indeed, the British Psychological Society announced in 
early 1991 the establishment of a quality assurance scheme for 
occupational testing, with a statement of competence in such testing to 
be issued only to individuals who have completed an approved training 
course or who are registered with one of the main test publishers. 

In general it has been argued that the process of employee selection 
is particularly important when a job's base rate of success is low (i.e. 
relatively few employees reach an acceptable level of job per­
formance), a job is of particular importance in an organization and the 
selection ratio for a job (i.e. the number of applicants selected relative 
to the total number of applicants) is low.20 For these reasons it is 
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unlikely (and indeed undesirable) that a uniform or common set of 
selection procedures will characterize all job levels in an individual 
organization. This perspective leads to the next section where I 
discuss the role and effectiveness of assessment centres for the 
selection (and promotion) of managerial personnel. 

MANAGEMENT ASSESSMENT CENTRES 

Management assessment centres, whose origins are frequently held to 
lie in the British War Office Selection Boards during World War II, 
have been variously used to select candidates for a given job, identify 
individuals with the longer-term potential for senior management 
positions, and assess the training and development needs of 
individuals. In selecting candidates for management positions the 
procedures involved in assessment centres typically seek to measure 
and identify the potential for effective management performance by 
reference to the dimensions of leadership, organizing and planning, 
decision-making, oral and written communication skills, initiative, 
energy, analytical ability, resistance to stress, ability to delegate, 
flexible behaviour, human resource management skills, originality, 
control, self-direction and overall potential,21 The tests and exercises 
involved in an assessment centre to assess potential along these lines 
are frequently some combination of those set out in Table 3 .4. 

The alleged strengths of assessment centres (or at least well 
designed and administered ones) are the variety of techniques used, 
the assessment of candidates together, the use of multiple assessors 
and the basing of assessments on several dimensions. In order to try 
and maximize the potential advantages of an assessment centre a 
number of design issues or a sequence of processes need to be given 
detailed attention. Table 3.5 contains a checklist of the individual 
issues or processes most frequently mentioned. 

The research on assessment centres, which has overwhelmingly 
been conducted in the USA, has focused on the reliability and stability 
of assessment results, their predictive validity, the acceptability of the 
processes to participants and organizations, and equity and equal 
opportunity themes. It is not difficult in the literature to find relatively 
favourable discussions of the success of assessment centres. For 
example, one recent publication summarized some existing research 
which suggested that the probability of selecting an 'above average 
performer' on a random basis was 15 per cent, a figure that rose to 35 
per cent using appraisal and interview data and to 76 per cent using 
assessment centre results.22 Furthermore a recent meta-analysis 
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Table 3.4 Tests and exercises in a management assessment centre 

1 The in-basket simulation (usually considered the most important) 
The candidate is asked to dispose appropriately of an accumulation of memos, 
reports, notes of phone messages, letters, etc. by writing letters, notes, self­
reminders, agendas for meetings, etc. 

2 The leaderless group discussion 
Participants are given a discussion question and have to arrive at a group 
decision. 

3 Management games 
Participants are required to solve problems, either co-operatively or 
competitively. 

4 Individual presentations 
A short, oral presentation has to be made on a given topic or theme. 

S Objective tests 

These are paper and pencil tests of mental abil ity, personality, interests and 
achievement. 

6 Projective tests 
These are not common, although some organizations use, for instance, 
sentence completion tests to get at behavioural characteristics such as 
originality and the need for achievement. 

7 Interview 
An interview between a participant and at least one assessor is l ikely to cover 
general background, past performance, interests and motivation. 

8 Other techniques 
Written exercises, creative writing assignments, mock interviews or dealing 
with an awkward phone conversation may be included here. 

Source: Adapted from Ann Howard, 'An Assessment of Assessment Centers', in  
Gerald R.  Ferris, Kendrith M. Rowland and M. Ronald Buckley (eds.), Human 
Resource Management: Perspectives and Issues, Allyn and Bacon, Boston, 2nd 
edition, 1 990, pp. 1 58-9. 

conducted in the USA, which was based on some 50  existing 
assessment centre studies, supported the widely held contention that 
assessment centres have predictive validity, with this validity being 
significantly enhanced the more assessment devices were used, when 
psychologists were used as assessors and when assessor ratings were 
supplemented with those provided by peer groupS.23 

At present, the biggest research question centring around assess­
ment centres is not whether they have predictive ability, but rather 
exactly why they do. For instance, one recent review of assessment 
centres concluded: 
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Table 3 .5 Key processes in establishing and operating an 
assessment centre 

1 Organization-wide commitment to the importance of the centre 
2 Job analysis to identify the behaviours relevant to the performance of the jobs 

concerned and the grouping of behaviours into an appropriate number of 
dimensions 

3 A determination of the number and types of exercises to measure these 
particular dimensions of behaviour 

4 The selection and training of assessors 
5 The standardization of assessment procedures to try and ensure reliability and 

validity 
6 The development of administrative procedures to ensure a manageable flow of 

�he essential accompanying paperwork 
7 Establishment of procedures for ensuring a controlled, confidential 

dissemination and usage of assessment information 

Source: Adapted from Virginia R. Bochin, 'Assessment Centers and Management 
Development', in Kendrith M. Rowland and Gerald R. Ferris (eds.), Personnel 
Management, Allyn and Bacon, Boston, 1 982, pp. 337-44. 

The fact is - we don't know why ACs work so well. It's an increasingly 
derided tradition for psychologists to conclude every research paper 
by saying 'More research is needed.' But sometimes more research 
really is needed: analysis of AC validity is a prime candidate. If we 
knew which elements of the AC contribute to its success we could 
improve its predictive accuracy still further, or reduce the AC's length 
and expense, or perhaps achieve both at once.24 

There have been a number of different views and reasons put 
forward to account for the validity results emerging from assessment 
centres, some of which are more positive than others. However, in 
pursuing research into the 'why of assessment centre success' it is 
likely that individuals will need to take on board the following 
suggestions:25 

1 There may be a pronounced opportunity for criterion 
contamination with assessment centre evaluations. This is because 
the superior who provides a subjective assessment of a sub­
ordinate's performance may know of the subordinate's 
performance in an assessment centre and be influenced by it. 
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2 The assessors in the assessment centre may give higher 
evaluations to those individuals who, in their judgement, are most 
likely to fit and get on in the organization concerned. 

3 Assessment centre evaluations seem to predict most accurately 
promotability in an organization, but are rather less successful in 
predicting more objective criteria. 

OVERALL EFFECTIVEN ESS AND STRATEGIC SELECTION 

In this concluding section my aim is two-fold: firstly, to summarize 
briefly some of the leading findings concerning the effectiveness of 
individual selection instruments and devices; and secondly to 
highlight some possible developments in the direction of organiza­
tions adopting more of a strategic approach towards employee 
selection. As to the first matter, the leading results of one recent 
review article26 pointed to the following conclusions: 

1 An examination of research results concerning eleven different 
selection methods indicated that there was no one method that 
was high on validity, fairness and applicability, and low on cost 
(Le. a series of trade-offs was involved). . 

2 The single method that came closest to meeting the above 
standards was biographical information, which was high on 
validity and applicability and low on cost, but only moderate on 
fairness. 

3 In terms of validity, those which scored high were work samples, 
biographical information, peer assessments and assessment 
centres. 

4 Interviewing was low on validity, moderate on fairness, high on 
applicability and low on cost. 

S Personality tests were moderate on validity, high on fairness, low 
on applicability and moderate on cost. 

6 Assessment centres were high on validity, high on fairness, low on 
applicability and high on cost. 

What about strategic selection? In the introduction to this chapter I 
indicated that some commentators are urging that needs deriving 
from the nature of larger competitive strategies and longer-term 
human resource planning considerations should be increasingly 
injected into the selection decision-making process relative to the 
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traditional desire to obtain a close (individual) person-job fit at a 
single point in time. Moreover there are single organization case 
studies, particularly of greenfield sites, where such an orientation has 
been attempted.27 However, what about the larger potential of some 
of the individual selection devices discussed here to operate in such a 
way? It is apparent, for instance, that the use of assessment centres in 
selection decisions has begun to spread beyond managerial grades to 
other groups of employees, such as sales staff and supervisors.28 Does 
this suggest that the assessment centre may become a leading 
instrument for injecting strategic considerations into the selection 
decision-making process, at least for key personnel? To certain 
individuals it has the potential to be operated in this way, although 
questions remain about its cost, more general applicability (beyond 
management grades) and whether its alleged tendency to identify 
'clones' may not be counterproductive for the future. It  is also 
apparent that team working needs on the shopfloor have stimulated 
the increased use of. psychological testing, particularly in greenfield 
sites. Moreover it is likely that conversion to team working 
arrangements on 'brownfield sites' will stimulate (and has done) the 
use of peer group involvement in the selection process. 

These are all interesting individual changes in the approach to 
selection which cumulatively over time may point in the direction of a 
more strategic orientation towards the selection decision. However, 
the pace of movement in this direction will only be accelerated by 
senior line managers viewing the selection process as much more than 
simply achieving an individual person-job fit at a point in time. 
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4 

APPRAISING EMPLOYEES 

I NTRODUCTION 

The process of appraising individual employees is viewed as one of 
the central planks of strategic human resource management for two 
reasons. Firstly, it is argued that the grounds (Le. criteria) on which an 
employee is appraised should reflect the larger competitive strategy of 
the organization. In Chapter 1,  for instance, I noted the suggestion of 
some researchers that both the criteria and time frame of the appraisal 
process should vary according to whether a product innovation, 
quality enhancement or low-cost strategy was being pursued. This 
perspective has led to frequent calls for the individual performance 
appraisal to be closely aligned with the establishment of objectives at 
the level of organization, business unit, functional area, department 
level, etc. which are all part of a larger, coherent performance 
management system. Furthermore, at least one well-known study has 
documented the existence of differences in the appraisal systems of 
'diversified' (Le. objective, results-orientated criteria) and 'integrated' 
(Le. more subjective measures) companies.l And secondly, the need 
for complementary changes in the overall HRM policy mix is 
frequently discussed or illustrated by reference to the case of appraisal 
systems. For example, some of the leading advocates of Total Quality 
Management (e.g. Deming) are highly critical of performance 
appraisals based on individual employees, while moves towards team 
working arrangements have frequently raised questions about 
whether the traditional supervisor-subordinate relationship remains 
an appropriate basis for appraisals. 

Currently line managers are heavily involved in the process of 
employee appraisal, acting as appraisers and also being appraised by 
their own superiors. The primary purpose of employee appraisal is to 
improve the current on-the-job performance of the person being 
appraised, although a number of secondary benefits can flow from the 
process such as the generation of information for human resource 
planning, and improved communication and understanding between 
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the individuals concerned. The long-run, development orientation of 
individuals, which is so prominently themed in the human resource 
management literature, would seem to argue strongly for separate 
appraisals for different purposes, although in practice this seems to 
occur in only a minority of cases. 

The nature of employee appraisal has undergone considerable 
change in many advanced industrialized economies. Firstly, employee 
appraisal was traditionally concentrated among middle and junior 
managers in large private sector organizations, although in more 
recent times it has spread to the public sector and in some 
organizations has been extended to cover manual employees. 
Secondly, the basis on which employees are appraised has changed. 
Originally appraisal schemes tended · to concentrate mainly on 
personal traits (e.g. loyalty, initiative, etc.), an orientation which was 
superseded by a focus on the pattern of job performance behaviours 
(Le. what an individual did, or was seen to do), while more recently the 
emphasis has been on job results (Le. what an individual has achieved). 
The latter typically involves a joint process of setting performance 
objectives and then reviewing and appraising the individual on the 
basis of the extent to which such objectives were achieved over a 
given period. This type of performance appraisal system can be seen 
as an integral component of a larger system of management by 
objectives or goal-setting in an individual organization. Table 4 .1  
summarizes the leading points to emerge from a recent survey of 
performance appraisal practices in the USA; these points constitute a 
useful scene setting exercise for subsequent discussion. 

The purpose of this chapter is to examine, in turn: some of the 
common problems encountered in conducting effective employee 
appraisals; the components or elements of a 'good' employee 
appraisal interviewing technique; and some proposals for improving 
the process of appraisal for the organization as a whole. The emphasis 
here is very much on the skills of the face-to-face appraisal interview, 
with much less attention being given to the design basis of an 
appraisal system; this particular concentration reflects the pre­
dominantly line management orientation of this book (and, as the first 
point in Table 4 .1  indicates, the design of appraisal systems is 
overwhelmingly a staff management function). Nevertheless a few 
observations on the design stage seem warranted at this point. There 
are, for instance, some generic 'good practice' principles which are 
urged for the design stage of all appraisal systems, regardless of the 
padicular format used. For example, one recent practitioner pub­
lication urges the need for a strong senior management commitment 
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Table 4.1 A sketch of performance appraisal practices in the USA 

• Current performance appraisal systems, which are on average eleven years old, 
were designed primarily by staff management specialists, with relatively l ittle 
input from l ine managers or employees. 

• MBO is the most popular format for appraising executives, managers and 
professionals, whereas trait-based rating scales are more common for other 
categories of employees. 

• The vast majority of performance appraisal comes from the immediate level 
superior. 

• Typically seven hours per year are spent on appraising individuals at h igher 
organizational levels, and three hours per year for employees further down the 
organizational hierarchy. 

• Appraiser training (focusing on interview ski lls, provision of feedback, setting 
performance standards, avoiding rating errors) rarely occurs on an on-going, 
year-to-year basis, but tends to be disproportionately associated with the 
introduction of new systems of appraisal. 

• Managers are rarely evaluated on how well they conduct the appraisal process. 

• Fairness and justice issues are considered the most important ones in the 
appraisal process, although systematic data on the extent to which this is 
perceived to have been achieved is rarely sought. 

• Typically appraisal systems provide for categorizing employees into five levels or 
groups of performance, although in practice three levels are overwhelmingly used. 

• Indeed 60-70 per cent of the workforce is typically placed i n  the top two 
performance levels or grades, suggesting the existence of leniency bias. 

Source: Adapted from Robert D. Bretz, George T. Mi lkovich and Walter Read, 'The 
Current State of Performance Appraisal Research and Practice: Concerns, 
Directions and Impl ications', Journal of Management, 18 (2), 1992, pp. 330-3. 

to the system, extensive prior consultation with employees and 
unions about the design and implementation of a system, a regular 
monitoring (and possibly modification, adaptation and updating) of 
the workings of the scheme, a simple, straightforward and really 
comprehensible basis for appraisals; and adequate training of the 
individuals who act as appraisers.2 

A recent academic publication also urges that a wide range of 
organizational members need to be involved in the design of an 
appraisal system, rather than the task being left simply to the technical 
experts (Le. HRM professionals) or the politically powerful mem­
bers of senior management.3 This particular publication favours a 
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combination of the rationaL political and participative approaches to 
system design in order to try and ensure that the system of employee 
appraisal contributes to the strategic objectives of the organization, is 
consistent with other aspects of the organization's operation and is 
capable of being fully implemented; these are the potential advantages 
of incorporating an input from staff management, line management, 
employees and unions, although in practice (as Table 4.1 indicates) 
this rarely occurs. Secondly, as noted earlier, the particular format 
favoured in appraisal systems has changed quite substantially. The 
literature typically distinguishes three basic schools or categories of 
format: (1) norm-referenced formats which involve individual employees 
being evaluated in relation to other, similar employees (e.g. straight 
ranking, forced distribution); (2) behaviourally based formats which 
evaluate individuals, independently of others, by reference to 
behavioural criteria (e.g. critical incidents, behaviourally anchored 
rating scales); and (3) output-based measures, where the product(s) of the 
job is the reference point (e.g. MBO, performance standards).4 In general 
the latter have gained in popularity and usage over time, although, as 
we shall see in a later section, there is no one best format that is clearly 
superior to all other formats in all organizational circumstances. 

THE CON CERNS AND PROBLEMS OF APPRAISAL 

It has frequently been noted that both appraisers and appraisees face 
the prospect of an appraisal interview with considerable appre­
hension. Managers, for instance, frequently worry about the appraisal 
process as potentially de-motivating staff or harming on-going 
working relationships, while employees are keen to avoid receiving 
any negative feedback about their performance. The nature of these 
inbuilt (some would say inherent) tensions and concerns are well 
captured in the following observations: 

Because the organization is pursuing conflicting objectives (evaluation 
and development), the manager must use performance appraisal in two 
quite contradictory ways. Similarly, individuals have conflicting 
objectives as they approach a performance appraisal. The most 
Significant conflict, however, is between the individual and the 
organization. The individual desires to confirm a positive self-image 
and to obtain organizational rewards of promotion or pay. The 
organization wants individuals to be open to negative information 
about themselves so they can improve their performance. It also wants 
individuals to be helpful in supplying this information. The conflict is 
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Table 4.2 Some common problems with performance appraisal 

The halo effect 

The appraiser gives a favourable rating to overall job performance essentially 
because the person being appraised has performed well in one particular 
aspect of the job which the appraiser considers al l- important. 

2 The pitch-fork effect 

This is the exact opposite of the halo effect, whereby the appraiser gives an 
unfavourable rating to overall job performance essentially because the 
appraisee has performed poorly in one particular aspect of the job which the 
appraiser considers al l- important. 

3 Central tendency 

The appraiser deliberately avoids using the end points of the rating scale and 
rates al l employees as average in Virtually al l  aspects of job performance. 

4 The recency error 

In rating an employee's job performance over, for example, a twelve-month 
period, the appraiser makes disproportionate use of instances of performance 
which are relatively recent (i.e. close to the interview in time) to make an 
assessment. 

5 Length of service bias 

The assessor assumes that an experienced employee who has been rated well 
in the past has absorbed and responded well to any new aspects of their job, 
and hence does not closely monitor their performance in  this regard. 

6 The loose rater 
In order to avoid conflict with a subordinate an appraiser does not discuss any 
weak areas of an individual's job performance. 

7 The tight rater 

An appraiser has unrealistically high expectations for all subordinates which 
means that no-one receives an excellent or  outstanding rating. 

8 The competitive rater 

An appraiser l inks his/her own rating with that of thei r subordinates so that no­
one receives a rating higher than that which they achieved. 

Source: Adapted from Terry R. Lowe, 'Eight Ways to Ruin a Performance Review', 
Personnel Journal, January 1 986, pp. 60-2. 

over the exchange of valid information. As long as individuals see the 
appraisal process as having an important influence on their rewards 
(pay, recognition), their career (promotions and reputation), and their 
self-image, they will be reluctant to engage in the kind of open 
dialogue required for valid evaluation and personal development.5 
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The strength of these concerns, worries and tensions is obviously 
very considerable, and would seem to help explain the results of a 
widely quoted recent research study which concluded that, 

accuracy is not the primary concern of the practising executive in 
appraising subordinates. The main concern is how best to use the 
appraisal process to motivate and reward subordinates. Hence 
managerial discretion and effectiveness, not accuracy, are the real 
watchwords. Managers made it clear that they would not allow 
excessively accurate ratings to cause problems for themselves, and 
that they attempted to use the appraisal process to their own 
advantage. The astute manager recognizes that politics in employee 
appraisal will never be entirely squelched.6 

This 'political interpretation' of the appraisal process obviously 
stands in marked contrast to the rhetoric of the (academic) literature 
which is overwhelmingly concerned with seeking an appraisal process 
characterized by objectivity, consistency, fairness, equity, honesty, 
etc. Indeed, as one recent review article argued, 'researchers and 
managers appear to have different conceptualizations of accuracy. 
What does accuracy in performance appraisal imply?'7 To researchers 
accuracy involves validity and reliability, whereas, as the above quote 
indicates, managers are more concerned with acceptability to 
employees. The issue of the overlap between research and practice 
concerning performance appraisal is returned to later in this chapter. 

In fact individuals have long recognized that the realities of 
organizational life have frequently led to a number of p roblems in the 
process of employee appraisals. Table 4.2 contains a listing of some of 
the problems most frequently mentioned. 

The recognition of these sources of potential weakness in the 
appraisal process has led to considerable discussion of the appropriate 
technique(s) of performance appraisal interviewing. This is a subject to 
which I now turn. 

APPROA CHES TO APPRAISAL I NTERVIEWI NG 

Although there are no hard and fast rules it is widely argued that 
appraisal interviews should take place at least every twelve months, 
be conducted by a person's immediate superior, and typically should 
take 1-2 hours. However, most guidebooks emphasize that the 
appraisal of an employee is a continuous, on-going process, which 
means that feedback on their performance should not be confined or 
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Table 4.3 Types of appraisal interviews 

The tel/-and-sel/ interview 

The appraiser does virtually al l  of the talk ing, with the basic aims being to 
communicate how the employee has performed, gain their acceptance of the 
evaluation and have them follow the appraiser's proposals for improvement. 

2 The tel/-and-listen interview 

The interview falls essential ly into two parts. Initially the appraiser does the 
talking and provides an appraisal which indicates the strengths and weak­
nesses of the employee, while in the second part the subordinate has the 
opportunity to respond to the evaluation. In the latter part of the interview the 
employee is encouraged to express any disagreement with the evaluation, with 
the appraiser essentially acting as a non-directive counsellor. 

3 The problem-solving interview 
There is no evaluation of performance by the superior, with the aim being to let 
the subordinate interviewed express their own weaknesses and propose steps 
for bringing about improvement. The superior can respond to the subordinate's 
suggestions as to the way to bring about improvement by asking questions and 
possibly putting forward some suggestions of their own. 

Source: Michael Beer, 'Note on Performance Appraisal', in Michael Beer and Bert 
Spector (eds.), Readings in Human Resource Management, Free Press, New York, 
1 985, pp. 323-5. 

limited to the formal annual appraisal interview. This is because 
positive feedback on good performance (to be effective), for instance, 
needs to be given close to the time when the good performance 
occurred, the formal appraisal interview should only draw together in 
summary form what has been conveyed less formally to employees 
on an on-going basis and feedback from an annual interview cannot 
hope to compete effectively with more regular, informal sources of 
feedback to employees from the larger organizational setting. 

Traditionally the literature has distinguished three different types of 
appraisal interviews which have rather different objectives and thus 
require different skills from the appraiser.8 These three types are listed 
in Table 4.3. 

According to Beer, the latter two approaches are likely to result in 
less defensiveness from the employee (and hence provide more valid 
information), the problem-solving interview is the most appropriate 
for the achievement of development objectives, and the skills required 
by the appraiser in the second half of the tell-and-listen interview and 
throughout the problem-solving interview are essentially the same, 
namely the ability to (1)  listen actively (i.e. accept and try to 
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Table 4.4 Recommended steps and tips in appraisal interviewing 

1 Preparing for the interview 

(a) Provide adequate notice to the employee. 
(b) Send self-assessment forms to the employee for completion. 
(c) Have notes made throughout the year of an employee's performance. 
(d) Schedule at least a one-hour interview in a setting which is informal and free of 

interruptions. 
(e) Establish in advance what the purpose of the interview is - i.e. what the 

interviewer wil l do with the information obtained. 
(f) Be properly briefed. Read over the relevant files, and obtain any missing 

information. 
(g) Identify the main issues to be addressed (e.g. past objectives agreed, successes 

achieved, problems encountered) and the relevant questions to ask. 

2 Just before the interview 

(a) Ensure that phone and other interruptions are avoided. 
(b) Ensure that the room is suitable and the furniture is appropriately arranged. 
(c) Greet the appraisee and seek to put them at ease. 

3 Structure of the interview 

(a) Explain the purpose, scope and form of the interview. 
(b) Discuss the job in terms of objectives and demands. 
(c) Encourage the employee to d iscuss their perceived strengths and weaknesses. 
(d) Discuss how far agreed objectives have been met. 
(e) Agree future objectives. 
(f) Discuss any development needs. 
(g) Summarize the plans agreed. 
(h) In the event of disagreement, explain the details of any appeals procedure. 

4 During the interview 
The opening 
(a) Ask (open) questions which initial ly draw out employee reactions and ideas 

(remember the appraisee should do the majority of the talking). 
(b) Start with the strong points/good performance of the employee. 
(c) Establish the sequence or order of the interview, although be prepared to be 

flexib le. 
(d) Refrain from making hasty judgements on the basis of minimal evidence (keep 

any personal prejudices out of the interview). 

The middle 

(a) Encourage the employee to suggest ways to continue good performance. 
(b) Encourage the employee to discuss weaknesses and ways to improve. 
(c) Keep the interview moving at an appropriate pace, balancing the need to 

obtain information with the planned time budget. 
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Table 4.4 continued 

(d) Take relevant notes to aid memory, although without making this too obvious 
by losing eye contact. 

The end 

(a) Ask the appraisee to summarize the main points of the discussion and the 
agreed action steps. 

(b) Check agreement on and commitment to the actions. 
(c) End on a high note. 

S Throughout the interview 

(a) The appraiser's questioning skil ls are all-important. Start with open questions, 
use a judicious mixture of open, probes, closed and reflective questions. Tend 
to avoid hypothetical and multiple questions. 

(b) Exhibit active listening skil ls. 
(c) Ensure that any criticism is constructive in nature. 

6 After the interview 

(a) Send a copy of the report to the employee. 
(b) Follow up any necessary action steps. 
(c) The appraiser can evaluate their own performance by usefully asking 

themselves certain questions, such as whether the interview produced any 
new knowledge for them. 

understand the employee's attitudes and feelings), (2) make effedive 
use of pauses, (3) refled feelings (Le. respond to and restate feelings in 
a way which indicates understanding) and (4) summarize feelings (i.e. 
help subordinates understand themselves). Table 4.4 provides a 
checklist of the sort of steps and techniques which are regarded as 
good pradice in conduding an appraisal interview along these lines.9 

In general it has been argued that effedive appraisal interviews are 
charaderized by participation, support. goal setting, discussing 
problems, limited criticism and role splitting (e.g. separate sessions for 
pay and development purposes).l0 Earlier I noted that employee 
concerns about receiving adverse feedback on their performance are a 
sizeable stumbling block to the process of exchanging valid 
information. This concern has led one recent publication to 
recommend that there should be at least four positive comments for 
each piece of criticism, and that when giving criticism particular 
attention should be paid to certain rules of feedback.ll These 
guidelines concerning feedback are set out in Table 4.5 . 

These guidelines for use in a performance appraisal interview need 
to be seen in the larger organizational setting with its multiple sources 
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Table 4.5 Feedback guidelines 

• Perceptions, reactions, and opinions should be presented as such, and not as 
facts. 

• Feedback should refer to the relevant performance, behaviour, or outcomes, 
not to the individual as a person. 

• Feedback should be in terms of specific, observable behaviour, not general or 
global. 

• When feedback has to be evaluative, rather than purely descriptive, it should 
be in  terms of established criteria, probable outcomes, or possible improve­
ment, as opposed to making judgements such as 'good' or 'bad'. 

• Feedback should avoid loaded terms, which produce emotional reactions and 
raised defenses. 

• Feedback should be concerned with those things over which an individual can 
exercise some control or for which the individual can use the feedback for 
improvements or planning alternative actions. 

• When encountering raised defenses or emotional reactions, the person giving 
feedback should deal with the reactions, rather than trying to convince, reason 
or supply additional information. 

• Feedback should be given in a manner that communicates acceptance of the 
receiver as a worthwhile person and of that person's right to be different. 

Source: Allan M. Mohrman, Susan M. Resnick-West and Edward E. Lawler, Designing 

Performance Appraisal Systems, jossey-Bass, San Francisco, 1 989, p. 1 53. 

of feedback on the job performance of individual employees. It  has 
been aptly noted that providing feedback with all the right qualities 
(e.g. constructive, specific and immediate) in an appraisal interview 
will not always have the desired effects, due to offsetting influences 
from other sources in the larger organizational setting, [2 hence the 
importance of not limiting constructive feedback to the occasion of 
the formal interview. Finally for this section, Box 4.1 contains a role 
play exercise for drawing together and using some of the techniques 
discussed here. 

As well as informing and encouraging individual appraisers to 
adopt best practice interviewing techniques, there have been a 
number of other, albeit often related, ways in which organizations 
have sought to improve the process of employee appraisal. These 
include changes in the rating instrument(s) and the training of 
appraisers, both of which are discussed in the next section. 
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Box 4.1 A role play exercise 

General Hospital - Ms Graham, a 25-year-old Nursing Graduate, has 
recently been appointed the 'G' Grade Sister for Ward 1 0  (an Acute 
Surgical Ward). Ms Graham is one of the new generation of nurses, 
and has ambitions to be a Di rector of Nursing Services before she is 32 
years old. 

She appl ied and successfu lly obtained the post in  preference to Ms 
Ford, who had held the post of Ward Sister in the ward for three years 
prior to the Regrading Exercise. Ms Ford is a 30 year old who trained in 
the hospital and has remained in the same hospital since qual ifying as a 
Registered General Nurse. She is rel iable and loyal but perhaps a l ittle 
unconfident of her own abi l ity. She l ikes to be l iked and she cares deeply 
for her patients. She is popular with all members of staff. She was slotted 
in as the second Sister in the Ward. Ms Graham, on the other hand, is  
very confident and has openly stated no one wi l l  stand in the way of 
her ambitions. In her last Ward she was resented as a 'know-ali' and 
rather 'aloof'. Shortly after her appointment Ms Graham met Ms Ford 
and agreed that Ms Ford's objectives for the fol lowing year should be 

• to ensu re that the training needs of the staff would be identified 
and met; 

• to prepare the staff for the impl ications of Project 2000; 

• to set nurs ing standards for d ischarge of patients into community 
after surgery 

A review meeting has been arranged to take place six months after 
the meeting when the objectives were agreed between Ms Graham 
and Ms Ford. 

During this time Ms Ford has carried out a fu l l  training needs 
analysis and put together a programme designed to meet these needs. 
There have been mixed resu lts. The College of Nursing is del ighted 
with the practical experience its students have in this Ward . It is 
described as the best training area in the hospital. At qual ified level 
the nurses are not too happy. They say they are left too often to thei r 
own devices and nothing seems to happen. They are generally forgotten 
about. Ms Ford rejects this and claims they just don't apply themselves 
to her training programme and that the continuous turn-over of staff 
does not allow her to formu late a proper structured programme. 
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Box 4.1 continued 

Ms Ford has been placed on the Education/Service Liaison 
Committee to prepare for the implementation of Project 2000. It is 
accepted that her contribution to this Committee is very positive (the 
Committee meets six times a month). Her suggestion that Keep in 
Touch and Come Back to Nursing courses should be promoted has 
been accepted as a very worthwhile idea; but she does not want to be 
involved, claiming she has not time to do so. 

Ms Ford has convened meetings of the Ward Staff to set standards 
relating to d ischarge of patients. Because of her popularity with the 
staff she has got their ful l  co-operation and seems to be making 
progress but has not yet managed to set any standards. She is 
confident, however, she wil l  do so before the end of the year. 

Ms Graham is aware of Ms Ford's activities and is pleased that the 
College of Nursing has designated her Ward as the best training area 
of the hospital; but she is also aware of the d isquiet among qual ified 
staff about the qual ity of In-service Train ing. She does not accept Ms 
Ford's explanation that the quick turn-over of staff is to b lame for the 
disquiet. Rather, she bel ieves that the turn-over of staff is due to the 
lack of opportun ity for development among qual ified staff. She 
believes that Ms Ford is perhaps concentrating too much on learners 
to the detriment of qual ified staff. 

Ms Graham is pleased that Ms Ford has been involved with the 
preparation of Project 2000, but is concerned that the Col lege may 
think Ms Ford unco-operative in her refusal to be involved in the 
Training Programme to bring nurses back to nursing. She does not 
accept that Ms Ford has no time: after al l , her responsibi l ity is minimal 
compared to Ms Graham's. 

Ms Graham is satisfied at the progress which has been made in 
setting standards but is not confident that Ms Ford can achieve this 
objective before the end of the year. 

Ms Graham feels that Ms Ford requ i res to be given a sharp reminder 
to get on with the programme to achieve the set objective. Fai lure to 
do so may affect Ms Graham's chances of real izing her own ambitions. 

The meeting takes place. 

IMPROVING THE PROCESS OF APPRAISALS 

In evaluations of the effectiveness of performance appraisal systems, 
individual researchers have variously looked at inter-rater reliability, 
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bias or discrimination and problems such as leniency error, halo error, 
etc.13 The belief that the sorts of problems listed in Table 4.2 have 
stemmed from an overly subjective process has predictably produced 
a search for rating instruments which can minimize (if not entirely 
eliminate) the degree of subjectivity (particularly between individual 
appraisers) involved. As briefly mentioned in an earlier section, some 
of the better-known methods or formats include (1)  the appraisal of an 
individual's performance by reference to the attainment of pre-set 
objectives; (2) the critical incidents approach, whereby the appraiser 
records (and provides feedback on) incidents of positive and negative 
behaviour over a given period; (3) the narrative report, whereby the 
appraiser describes an individual's work behaviour and/or per­
formance in their own words, often under certain pre-set guidelines or 
headings; and (4) behaviourally anchored rating scales. The latter, 
which has been held to be a relatively objective method, typically 
involves the following steps:14 

1 Meetings are held with managers and/or outside consultants to 
identify several key aspects or categories of performance in 
particular jobs. 

2 The same or other sources of information are used to provide 
examples of good, average and poor performance for each 
category of performance in an individual job. 

3 A number of such categories or 'anchors' is generated (frequently 
6-9 per job) and each is given a value from, for instance, 1 to 7. 

4 Appraisers use this format to evaluate the expected behaviour of 
individual employees holding the job(s) concerned. 

The originaL underlying job analysis is obviously critical in this 
approach and many proponents of it argue that employees and their 
superiors should be actively involved in the process to ensure 
relatively realistic performance expectations. However, it has been 
argued that: 

The lengthy job analyses and complex scale construction require a 
major investment of a company's time and money. A scale designed 
for use in one department may not apply in another. In fact, separate 
scales may be necessary for each job category within the same 
department, since the requirements for good performance may differ 
markedly. Comparative studies have found that the BARS method, 
because of its behavioural specificity, results in greater reliability than 
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do traditional rating scales, and that it may reduce leniency, halo effects 
and central tending error. But the improvements may be too slight to 
justify the time and money required. In addition, while BARS scales are 
suitable for jobs such as production or clerical work, they are harder to 
devise for managerial positions in which performance cannot easily be 
reduced to specific kinds of observable behaviour. In such jobs, 
complex judgement, not ea:;ily reduced to a 6-point scale, may be more 
important than measurable behaviour.ls 

There are in fact certain potential limitations and weaknesses which 
are specific to virtually all of the individual measuring instruments or 
formats which have been used in performance appraisal. Indeed 
despite considerable experimentation and the changing popularity of 
individual measuring instruments over the course of time, it now 
appears that 'the literature on formats has shown no marked 
superiority of one over another. Perhaps most telling is that . . .  an 
extensive review of different formats could find no superiorities for 
one over the others in terms of psychometric qualities.'16 As a result, 
researchers' recommendations concerning an appropriate measuring 
instrument are frequently limited to an essentially contingency-based 
one, namely that individual organizations should choose the 
instrument that suits their particular needs (following a full diagnosis 
of these) rather than basing their choice on the current popularity of a 
particular instrument. 1 7  

In recent years, particularly in the USA, the search for ways to 
improve the effectiveness of the process of employee appraisal has 
taken rather a different direction, namely that of training the 
individuals responsible for carrying out appraisal s . A recent review 
article identified three types of training programmes, as shown in 
Table 4.6.18 

Table 4. 7 contains an illustration of a training programme designed 
to try and ensure that appraisers have a reasonably common frame of 
reference. 

A review of a number of studies of the impact of such training 
programmes reported a number of positive effects,19 although the 
external validity of these findings is currently limited by the fact that 
these studies largely involved student trainees in laboratory or 
classroom settings. However if, as seems likely, such training 
programmes become more common in organizational settings, a 
corresponding volume of research activity is likely to centre around 
them. 
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Table 4.6 Appraisal training programmes 

1 Rater error training 
The aim here is to reduce rating errors by exposing raters to examples of common 
errors such as leniency, halo, central tendency, etc. As they become fami l iar with 
these sources of errors, they are encouraged to avoid them. 

2 Performance dimension training 
The a im here is to fami l iarize raters with the dimensions along which performance is 
appraised. This is done by providing descriptions of job qual ifications, reviewing 
existing rating scales or haVing them participate in the development of such scales. 

3 Performance standards training 
The aim here is to try and get the raters to share common perceptions of 
performance standards. This is done by presenting samples of job performance to 
those undergoing the training, together with the ratings aSSigned to the 
performance by trained experts. 

Source: Adapted from David E. Smith, 'Training Programs for Performance 
Appraisal: A Review', in Tim O. Peterson (ed.), Human Resource Management: 
Readings and Cases, Houghton Miffl in, Boston, 1 990, p. 334. 

Table 4.7 A frame of reference training programme for appraisers 

Appraisers are given a job description and instructed to identify appropriate 
criteria for evaluating the job. 

2 When agreement is reached, appraisers view a tape of an employee performing 
a job. 

3 Independently, they evaluate the videotaped employee's performance, using 
the organization's appraisal system. 

4 The ratings are compared to each other and to those of job experts. 

5 With a trainer as a facil itator, the appraisers present the rationales for their 
ratings and chal lenge the rationales of other appraisers. 

6 The trainer then helps appraisers to reach consensus regarding the value of 
specific job behaviours and overall performance. 

7 A new videotape is shown, followed by independent ratings. 

8 The process continues until consensus is achieved. 

Source: Randall S. Schu ler and Vandra L. Huber, Personnel and Human Resource 
Management, West Publishing, St Paul, Minn., 4th edition, 1 990, p. 219. 
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DEVELOPMENTS I N  APPRAISAL 

As indicated earlier in the chapter, performance appraisal has begun to 
spread from its traditional base among private sector white collar and 
managerial grades of employees. One direction in which it has begun 
to move is towards manual groups of employees, often as part of 
some change towards performance-related pay arrangements. A 
recent study of appraisal schemes for manual workers in seven case 
study organizations in Britain,20 for instance, reported that the 
performance factors in these schemes were those set out in Table 4.8. 

As well as the linkage with performance-related pay arrangements 
in some existing organizations, such appraisal arrangements for 
manual employees appear to be particularly associated with new 
plants where there are relatively few individual job classifications, 

Table 4.8 Performance factors in manual worker appraisal schemes 

*1  Job knowledge/abil ities (ability to perform in al l  aspects of  own job) 

2 Adaptability/flexibi l ity (ability to cope with change; multi-ski l l ing for 
craftsmen) 

3 Productivity (individual work output) 

*4 Qual ity of work (attention to detail; consistent qual ity) 

*5 Attitude to work (commitment; motivation; enthusiasm) 

*6 Interaction with others (communication skil ls; team working) 

7 O riginality/initiative (problem-solving) 
8 Perception (ability to interpret job requi rements) 
9 Judgement/use of resources (setting of priorities; abi lity to plan and organize 

work) 
*10 Attendance/time-keeping (number of and reasons for absences; punctual ity) 
1 1  Safety awareness (awareness of health and safety standards) 
1 2  Need for supervision (rel iabil ity; degree o f  independence) 

1 3  Supervisory abi l ity, where appropriate (leadership; abi l ity to train and develop 
staff) 

1 4  Performance against set targets (the extent t o  which previously set targets 
have been met) 

* Most commonly used 

Source: IDS Study No. 442, Appraising Manual Workers' Performance, September 
1 989, p.  3. 
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there are team work arrangements, and responsibility for quality 
control is built into the job descriptions of production employees. A 
second, admittedly very limited, line of development in performance 
appraisal is that of 'reverse-appraisal' in which employees are given 
the opportunity to report on the performance of their manager. This 
approach has been initiated in a small number of well-known firms in 
the USA, such as the Chrysler Corporation.z1 At this stage, however, 
there is too little experience and research to make any judgement about 
the impact of arrangement along these lines. Finally, increased concern 
has been expressed about the limited overlap between research and 
organizational practice in the performance appraisal area.zz The essence 
of this concern is that the issues which currently preoccupy researchers 
(e.g. cognitive processing of information) and their methodology (i.e. 
laboratory settings with student subjects) are not closely aligned with 
organizational realities. These concerns were, at least to some extent, 
reflected in a recent review article which concluded as follows: 

The conclusion we draw from this and earlier reviews of appraisal 
research is that our knowledge of the rating process has expanded 
greatly in recent years but remains fragmented. This fragmentation 
appears to be caused by fundamental differences between the 
measurement aspects of appraisal research and the organizational 
purposes of performance appraisal. From a measurement perspective, 
the necessity to isolate speci6c effects has resulted in single-issue 
studies conducted in laboratory settings. Moreover, most of this 
research addresses the consistency, not necessarily the relevance, of 
the measurement. The effects of prior expectations, prior knowledge of 
performance, and memory decay have been studied separately from 
the alternative uses of appraisals (administrative or developmental), 
the characteristics of raters/ratees, or the types of scales and formats 
employed. Furthermore, certain appraisal issues have received con­
siderable attention but others have been virtually ignored. Moreover, 
research is only beginning to address how context affects employee 
perceptions of appraisal, their reactions to appraisal outcomes and how 
appraisal purpose (administrative versus developmental) moderates 
these relationships.z3 

The failure to embed appraisal research in context is particularly 
worrying. Obviously the extent of actual change in appraisal systems 
can easily be exaggerated (see Table 4. 1), but the changing 
environmental context confronting organizations is currently leading 
to at least a partial rethinking of many appraisal practices and it is to 
be hoped that research becomes increasingly attuned to any resulting 
changes in organizational practice in the appraisal area. 
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APPEN DIX: EMPLOYEE COUNSELLING 

APPROACHES TO COUNSELLI NG 

The term 'employee counselling' hardly figures at all in the strategic 
HRM literature. Nevertheless in the preceding discussion of 
employee appraisal it was observed that 'best practice' appraisal 
interviewing skills, particularly for developmental purposes, involve 
essentially an employee counselling orientation. Moreover it is 
apparent, at least implicitly, that interpersonal skills of a counselling, 
coaching or influencing nature are essential in many of the most 
substantive areas of human resource management that will confront 
line managers. This is most obviously the case in the area of career 
planning and development, particularly as organizations have in­
creasingly adopted mentoring programmes (see Chapter 6). 
Furthermore, the counselling role itself has spread beyond its 
traditional basis of dealing with individual employee problems/ 
difficulties (e.g. high absence) into a number of areas and issues raised 
by changing organizational circumstances. For example, as organiza­
tions have laid off employees in response to business pressures, line 
managers have, frequently with some outside specialist assistance, 
found themselves involved in redundancy counselling exercises. 

Accordingly I review a number of aspects of the techniques and 
skills of employee counselling on the grounds that the process and 
interpersonal skills of counselling are important in their own right and 
may contribute to improvements in a number of related areas of 
human resource management. 

There are a number of different schools of counselling. For example, 
one review has identified five main schools of thought: psycho­
analytic approaches, client-centred approaches, behavioural 
approaches, cognitive approaches and affective approaches.24 In 
workplace settings the client-centred approach has been increasingly 
favoured. This is a non-directive approach, particularly associated 
with the work of Carl Rogers/5 that starts from the position of an 
employee who is experiencing some problem, with the basic aim 
being to help them recognize, analyse and resolve the problem or 
resolve the situation (i.e. learn to live with the problem). Table 4A.l 
shows some conditions which have been identified as essential for 
achieving success with this approach.26 

In essence the non-directive, or client-centred, approach involves 
relatively little input from the counsellor in the sense of proposing or 
advocating a solution to the problem. Rather the counsellor seeks to 
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Table 4A.1 Prerequisites for non-directive counselling 

. 1 Empathy 

• This involves the counsellor attempting to see and understand the situation as 
perceived by the person being counselled. 

• For this to occur the counsellor must avoid making any prior judgements or 
assumptions. 

• This notion is quite different from sympathy. 

2 Congruence 

• This involves the counsellor recognizing their own feelings concerning the issue 
and sharing them with the person being counselled. 

• This does not necessarily mean that the counsellor has to agree with everything 
the person being counsel led says. 

3 Non-possessive warmth 

• The counsel lor must convey a genuine sense of interest in and concern for the 
person being counselled. 

Source: Adapted from Roger Bennett, Managing People, Kogan Page, London, 1 989, 
pp.1 62-7. 

facilitate the recognition and analysis of the problem by the person 
being counselled, with the latter being the one who must come up 
with a solution which is suitable for themselves. This approach is 
frequently contrasted with a more directive, or task-centred one, in 
which the counsellor adopts a more pro-active stance by proposing a 
number of possible solutions. In Table 4A.2 these differing approaches 
are illustrated by reference to dealing with an employee who is 
frequently absent. 

There still remain differing opinions as to how much direction 
a counsellor should seek to impose in the interview process. 
For example, some individuals favour a contingency approach in 
which the amount of direction should vary according to the 
circumstances of each particular case. There is also the possibility, 
not to say desirability, of varying the amount of direction according 
to the particular stage of the interviewing process. Indeed it has 
become increasingly common to view and discuss a counselling 
interview as a sequential process involving a number of different 
phases or stages. Table 4A.3 indicates one such view of the 
counselling interview. 
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Table 4A.2 Directive and non-directive approaches to employee 
absence 

Directive approach 

Get all the facts about the person's 
absence (avoid hearsay, rumour 
and opinion). 

2 Determine that negative 
disciplinary action has been taken 
consistently against other 
employees who have committed 
similar infractions. 

3 Ensure that the employee knew it 
was an infraction. 

4 Talk to employee in  private. 

S Confine the discussion to the facts 
of the infraction only, keeping out 
'personalities' and not implying the 
person is 'bad'. 

6 Keep calm.  

7 Give the worker the chance to 
express h is views. 

8 Get the worker to agree to the facts 
of absence. 

9 Fit the punishment (reprimand, 
suspension) to the facts in  a con­
sistent manner. 

10 Don't harbour a grudge - consider 
the incident closed. 

1 1  Be as friendly as possible. 
12 Document the action taken. 

13 Follow up to check on improvement. 

Non-directive approach 

1 Describe the absenteeism problem 
in detail. 

2 Indicate why it concerns you. 
3 Ask for employee's reasons and 

listen openly to the explanation. 
4 Indicate the situation must be 

changed and ask for ideas for solv­
ing the problem. 

S Discuss each idea and offer your 
help. 

6 Agree on specific action to be 
taken and set a specific follow-up 
date. 
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Table 4A.3 The three phases of counselling 

Phase Counsel lor tasks 

Understanding 

I I  Challenging 

III Resourcing 

Client tasks 

Defining 
the problem 

Redefining 
the problem 

Managing 
the problem 

Techniques and skills (Counsellor) 

Suspending judgement, active 
listening ski l ls, accuracy, 
understanding and acceptance 

Empathy, understanding and 
communication of 
understanding, probing, 
challenging 

Co-acting, giving feedback, 
advising and recommending 

Source: Michael Reddy, The Manager's Guide to Counselling at Work, British 
Psychological Society and Methuen, London, 1 987. 

THE COUNSELLING I NTERVIEW 

Before a counselling interview with an employee with a current 
performance problem a number of background considerations need to 
be addressed. Such considerations will typically involve gathering all 
the relevant fadual information on the nature of the performance 
problem and considering any other parties or individuals who may be 
relevant to the process.27 This being done, one has to choose an 
appropriate time and place for the interview in which the counsellor 
should, according to some commentators, always follow two ' golden 
rules': make it easy for the person being counselled to do what you 
want; and, secondly, handle the problem, not the person.28 In essence 
this translates into a strategy for a counselling interview which should 
proceed as follows:29 

• Agree standards. 
• Agree that there has been a gap. 
• Agree the size of the gap. 
• Agree who has responsibility for reducing the gap. 
• Agree on actions to reduce the gap. 
• Agree measures and time for reducing the gap. 
• Set time for follow-up meeting. 

The leading skills required of a manager to ensure the successful 
carrying through of such an interview strategy are those of asking 
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Table 4A.4 A checklist of individual counselling skills 

1 The ability to establish rapport by bui lding on an existing relationship. 

2 Questioning skil ls, such as the early use of open questions, to get them talking 
freely. 

3 Active listening ski l ls: 
(a) Concentrate and look interested. 
(b) Actively look for the main points of the problem. 
(c) Seek to identify any unspoken meanings, feelings, etc. that may l ie behind 

what is said. 
(d) Note any contradictions, but don't confront these at the time. 
(e) Tolerate si lences. 
(f) Avoid making early interpretations of what is said. 

4 The abil ity to proceed at the pace of the person being counselled. 
5 The abil ity to summarize and clarify the main points of the problem in a non­

critical way. 

6 The abil ity to foster the insight of the person being counselled: help frame the 
questions which the person concerned needs to ask and answer. 

7 The ability to separate process and content: knowing when the person being 
counselled would welcome an input from the counsellor. 

8 The skil ls of problem-solving: 
(a) The ability to widen the perspective of the person being counselled in the 

search for solutions. 
(b) The ability to help the person being counselled identify, focus and discuss the 

advantages and disadvantages of different possible courses of action. 
(c) The abil ity to encourage and support the person being counselled when they 

make and implement decisions to deal with the problem. 

Source: Adapted from Gerald Egan, The Skilled He/per, Wadsworth, Belmont, Calif., 
1 975. 

questions, testing understanding and summarizing. Table 4A.4 
provides a further checklist of these particular skills. 

A counselling interview, like an appraisal interview, places a 
premium on interpersonal skills centred around the process of 
communication. It has in fact been suggested that 'a surprisingly large 
proportion of communication (perhaps 70 per cent) between people 
takes place in the form of body language; yet this area rarely receives 
as much attention as its importance might lead one to expect.30 
Unfortunately the complexities and uncertainties of body language 
are many and varied which makes any attempt at interpretation and 
understanding far from straightforward. Nevertheless any manager 
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Table 4A.5 Non-verbal cues and possible underlying processes 

Non-verbal cues 

Furrowed forehead, knitted brows 

Tapping foot and/or drumming fingers 

Avoiding eye contact 

Intense eye contact 

Rapid, light breathing 
Irregular breathing 

Deep, slow breathing 

Physical stroking of face, arms and neck 

Scratching, pinching, gouging, 
severe pressing 

Controlled, low, quiet voice 

Fast, high voice 
Tightness/rigidity in jaw, neck, shoulder 

Clenching fists, tightness in arms 

Body leaning forward in chair 

Body leaning backward in  chair, 
sprawling 

Arms tightly folded; legs tightly crossed 

Lounging extravagantly in the chair 

Hand covering mouth 

Finger jabbing 

Possible processes 

Thinking, rehearsing in an internal 
dialogue; giving self a bad t ime 

Impatience; i rritation; anger; agitation 

Discomfort; anxiety; suspicion; 
confusion 
Anger; concern; sexual attraction 

Anxiety; fear; distress 
Approaching an important issue; 
forcing self; controll ing feelings 

Supporting strong feelings - often 
precedes catharsis 

Comforting self or  holding back from 
stroking others or holding back the 
need for comforting 

Punishing self, reflecting self-criticism or 
holding back from provoking or 
punishing someone else 
Suppressing energy/interest; 
excitement 

Excitement; tension; fear 
Holding back anger, sadness 

Holding back anger, sadness 
Interested; concerned; about to 
'happen' 

Detached; uninvolved; unconcerned 

Defending; putting up barriers; 
resistance 

Detachment; cynicism; discounting 

Hiding; playing games; uncertain 

Critical; putting down; fencing with 

Source: Keri Phi l l ips and Tony Fraser, The Management of Interpersonal Skills 
Training, Gower, Aldershot, 1 982, p. 74. 
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Table 4A.6 A self-evaluation checklist for a counselling interview 

1 Did I put the employee at ease? 
2 How did I cope with anxiety or hostility? 
3 Did I l isten effectively and encourage the employee to talk? 
4 Did I see the problem from the employee's point of view? 
5 Did I try to understand the employee's si lences? 

6 Did I go at the employee's own speed? 

7 Did I provide relevant factual information at the appropriate time? 

8 Did I clarify confused ideas? 

9 Did I give the interview a pattern or framework? 

10  D id  I discuss with the employee what the meeting was intended to  achieve 
and how it would be carried out? 

1 1  Did I impose insights o r  did I encourage them? 
1 2  Did I avoid unnecessary emotional involvement and treat the problem i n  a 

detached, objective way? 

1 3  Did I give advice that I was qualified to give? 

14 Did I not pry unnecessarily into the private life of  the employee, his fami ly or  
friends? 

Source: Cromer's Guide to Interviews, Cromer Publications, New Malden, 1 985, 
reproduced in Managing People, The Open University Business School, Milton 
Keynes, 1 986, pp. 1 6-1 7. 

involved in a counselling interview needs to be sensitive to the signals 
of their own body language and that of the individual being 
interviewed. In view of this fact, Table 4A.5 lists some of the better­
known ' cues' of body language with some suggestions concerning the 
possible underlying processes. 

It  is generally held that the quality of counselling (as well as 
appraisal interviews) can be improved by interpersonal skills training. 
At the same time experience is also likely to facilitate an improvement 
in the process over time if the individual conducting such interviews 
remains sensitive to the task of evaluating and seeking to learn and 
improve on their own past performance. To this end it is frequently 
urged that managers acting as counsellors should review their 
interviewing techniques and performance according to certain criteria. 
Table 4A.6 provides one such checklist. Finally, Box 4A.l contains 
two role play exercises designed to illustrate the use of the techniques 
discussed in this section. 
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Exercise 1 

Box 4A.1 Two role play exercises 

Historical ly, company X has employed relatively few engineers. Those 
engineers who did work for the company were located in a separate 
d ivision, cal led A. A was essentially a service-type organization for the 
rest of the company. 

However, company X has recently acquired another company 
which has substantial ly increased the number of engineers who now 
work for it. The population of engineers is now split between d ivision A 
and d ivision B. 

Ideally the senior management of company X would l i ke a l l  their 
engineers 'under one roof', preferably in  d ivision A. This they feel 
would  provide the engineers with an enhanced sense of identity and 
broader based career opportunities. To this end, they have al ready 
indicated that in the future newly recruited engineers wi l l  exclusively 
be based in d ivision A. 

However, they face a problem with their existing popu lation of 
engineers. The board are unwil l ing to instruct or order all existing 
engineers to move to d ivision A, as this would be inconsistent with the 
sort of organization culture they are seeking to develop. The current 
engineers have therefore been given a choice; they just opt for A or B 
by a certain date. The i ine managers to whom the engineers are 
responsible are to provide a series of counsel l ing interviews to a l l  
engineers to he lp inform the decision they wi l l  take. 

The 'grapevine' has already indicated the existence of some strong 
feelings on the part of engineers regarding the desirabi l ity of being 
located in A or B. To some of the engineers A is undesirable because its 
service-type orientation may mean relatively short assignments 
outside Britain that wi l l  be a disruption to their home life. However, if 
they elect to stay in B (where no new engineers wi l l  be recruited) wi l l  
their longer-term career prospects in the company be damaged? 

At the counsel l ing sessions, senior management anticipate three 
d ifferent responses from engineers: (1 ) I wi l l  happily move to A; (2) I wi l l  
never move to A; (3) I am confused and uncertain. As a l ine manager 
involved in these counsel l i ng sessions, how would you approach this 
problem, given that senior management ideal ly wants al l engineers in 
A? 
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A newly graduated PhD takes up a research appointment at another 
university. He is well-trained (holding three degrees from well- known 
universities), has already publ ished a journal article from his PhD 
research, received good references and interviewed relatively wel l .  
The research appointment is for two years, with the ind ividual 
concerned being the senior research fellow responsible for p lanning 
and co-ordinating the activities of two j unior research fellows on the 
external ly funded project. The senior research fellow reports to the 
head of department who is also the grant holder for the project. 

After some six months, the department head begins to have some 
worries concerning the extent of progress with the research. The 
senior research fellow spends long hours in the office, but no overall 
plan or design for the project has been prepared. Furthermore some 
company contacts provided by the department head for possible 
case study purposes have not been actively pursued. At periodic 
meetings of the research team the senior research fellow claims sti l l  to 
be reviewing the existing l iterature with a view to provid ing a solid 
basis for the development of the project. However, one of the junior 
research fellows, who has befriended the senior researcher, indicates 
to the department head that the senior fellow has just separated from 
his wife and has on one or two occasions been seen d rinking heavily in 
local pubs.  Furthermore the other junior research fellow comes to the 
department head to express his concern that the project is going 
nowhere; he feels there is no leadership to the project, he is learning or 
gaining nothing from it and is beginning to th ink seriously of applying 
for a research post elsewhere. Subsequently, the senior research 
fellow turns up at a departmental meeting clearly the worse for drink, 
and has to be persuaded to leave. 

CON CERNS ABOUT COUNSELLING 

There remain some long-standing concerns about counselling in the 
workplace. For instance, there is the problem of evaluating its success 
given the difficulties of establishing what are the appropriate criteria 
and to what extent they are measurable; indeed the subject matter of 
this appendix is most obviously differentiated from the discussion 
elsewhere in the book by its essential lack of any reference to the 
results and findings of empirical research. Secondly, there is concern at 
the practical level about possible role conflicts for managers involved 
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in counselling, particularly with regard to the receipt and handling of 
confidential information. 

And finally, something of a gap has opened up between actual 
organizational practice and the starting premise of the employee 
counselling literature. The latter is overwhelmingly concerned with 
individuals who have a variety of problems that are impeding their 
current on-the-job performance, whereas in many organizations the 
practice of counselling has begun to spread to issues and activities that 
have very little to do with the problems of individual employees. For 
instance, financial and career counselling are increasingly prominent 
features of outplacement programmes in situations of plant closures 
and large-scale employee lay-offs and redundancies. Although such 
counselling is frequently conducted by outside specialist consultants, 
line managers may nevertheless find themselves (see example 1 in Box 
4A.l) involved in non- (individual employee) problem-based 
counselling situations where the appropriate techniques may not be 
entirely those contained in the available literature. 
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5 

REWARD AND COMPENSATION SYSTEMS 

I NTRO DUCTION 

In the judgement of many individuals the nature of reward and 
compensation systems is central to the notion and discussions of 
strategic human resource management. This is because the nature of 
such systems can, at least in principle, so strongly shape, reinforce and 
complement many of the leading individual themes so prominent in 
the strategic HRM literature. For instance, in Chapter 2 the discussion 
of the notion of corporate culture made some limited reference to the 
potential role of reward systems in either reinforcing or changing the 
nature of organizational culture. This proposition has been taken a 
stage further in a recent book by Lawler which argues that the reward 
system of any organization needs to embody certain core principles 
(concerning matters such as pay for performance, market compar­
isons, internal comparisons, benefits, process issues and due process), 
principles which should reflect both the competitive strategy and the 
core values of the organization.! Secondly, the importance of 
establishing a multi-skilled and flexible workforce is frequently 
stressed in the HRM literature. And to this end, reward and 
compensation systems are seen to be particularly important in view of 
their potential for encouraging certain aspects of functional flexibility 
such as multi-skilling (via pay for knowledge schemes) and team 
working (via group performance payments), while the very notion of 
financial flexibility pivots on the idea of contingent compensation 
systems in which individuals share in the rewards of overall 
organizational performance. Finally, the discussion in Chapter 2 
outlined Walton's view of the major HRM demands involved in 
seeking to move from a 'workforce control' to a 'workforce 
commitment' approach. These demands included compensation 
policies involving individual pay being linked to skill attainment, 
gain-sharing and profit-sharing schemes and minimum status differ­
entials in order to de-emphasize the hierarchy of organizational 
arrangements and practices. 
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This prior discussion provides the obvious lead-in to this chapter 
where I discuss, in turn, performance-related pay, profit-sharing, gain­
sharing and pay for knowledge schemes and single status arrange­
ments. However, before considering these individual subjects in turn 
the next section discusses two larger matters, concerning reward and 
compensation systems, namely some of the strategic issues involved 
in designing them, and their conceptual or theoretical underpinnings. 

A LARGER PERSPECTIVE ON COMPENSATION AND 
REWARD SYSTEMS 

According to leading compensation theorists there should ideally be a 
two-way relationship between reward systems and strategic plan­
ning, which requires an organization to consider the essence of its 
compensation philosophy.2 The need for such consideration in order 
to establish such a . linkage follows from the potentially powerful 
impact of compensation systems on organizational performance via a 
number of routes, such as attracting and retaining labour, motivating 
employees and reinforcing organization culture, etc. Accordingly 
Table 5 .1 lists some of the leading issues and questions that need to be 
considered. 

The point stressed by Lawler is that there are no universaL or one 
set of best practice, answers to these questions. The answers are 
contingent upon the operating circumstances and objectives of 
individual organizations, although all organizations should ideally 
examine and explore the various implications raised by this set of 
questions. 

Secondly, as a prime purpose of all compensation-reward systems 
is to enhance the motivation of individual employees, and hence their 
current on-the-job performance, some consideration needs to be 
given to the differing theories of employee motivation. Over time, 
attempts to understand employee motivation have moved from 
needs-based theories (e.g. Maslow) to theories viewing behaviour as 
caused by some cognitive process. The leading cognitive based 
theories are in fact expectancy theory, goal-setting theory and equity 
theory.3 In essence expectancy theory argues that employees will be 
motivated to perform a certain type of behaviour if (1 )  they believe it 
is possible to perform at the expected level of behaviour, (2) this 
behavioural performance will be rewarded, and (3) the rewards on 
offer are ones which they value. Goal-setting theory argues that an 
organization can strongly influence on-the-job behaviour by influencing 
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Table 5.1 Strategic issues in the design of compensation systems 

1 The basis for rewards 

The issue is whether pay is to be job-based or ski l ls or competence-based. 

2 Pay for performance 
Questions here include the extent of performance-based pay, the particular 
aspects of performance and whether it i s  based on individual or group 
performance. 

3 Market position 
The issue here is how their reward system compares to that of other 
organizations. 

4 Internal-external pay comparison-orientated 

The issue here is the relative emphasis given to the attainment of internal or 
external equity. 

5 Centralized--decentralized reward strategy 
The issue here is the extent to which one seeks to standardize reward systems 
throughout the organization. 

6 Degree of hierarchy 
The question here concerns whether an organization seeks a relatively 
hierarchical or egalitarian reward system. 

7 Reward mix 
The issue here is the balance between pay and benefits. 

8 Process issues 
(a) Communication policy The question is how relatively open or closed 

communication policy concerning reward systems should be adopted. 
(b) Decision-making practices The question here concerns the extent or range 

of individuals involved in the relevant processes of decision-making. 

9 Reward system congruence 
The need is to ensure that the various design features of reward systems are 
internally consistent and consistent with the nature of larger organizational 
strategy. 

Source: Adapted from Edward E. Lawler I I I, 'The Strategic Design of Reward Systems', 
in Charles Fombrun, Noel M. Tichy and Mary Anne Devanna, Strategic Human 
Resource Management, Wiley, New York, 1 984, pp. 1 31-46. 

employees' goals, with more challenging goals and employee 
participation in the goal-setting process being especially likely to 
result in relatively high performance. Finally, equity theory contends 
that employees compare their inputs (e.g. abilities, effort, experience, 
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etc.) with their outcomes (e.g. pay), which constitutes their ratio of 
exchange. Individuals then compare their ratio of exchange with 
those of other relevant individuals, which forms the basis of their 
perceptions of equity or inequity. For example, a situation of 
perceived inequity arises where individuals believe that unequal ratios 
of exchange exist between themselves and comparable individuals, 
with the result that they may seek to alter their inputs, outputs or 
reference points. 

Each of these theories has its advocates and supporters, although all 
are subject to some conceptual uncertainties or question marks and in 
all cases some of the empirical evidence is not fully supportive.4 
Furthermore there exist alternative theories which stress the key 
importance of environmental contingencies, whereas these three are 
overwhelmingly driven by some internal psychological process. It is 
important for managers to be aware of the debates, controversy, 
disagreement and uncertainty surrounding motivation theory be­
cause different compensation and reward systems in individual 
organizations tended to be grounded, if only implicitly, in different 
views of employee motivation. For instance, performance-related pay 
schemes generally tend to be based on notions of expectancy theory, 
a body of theory which, as noted above, is not fully subscribed to by 
all academic researchers. 

Finally it is useful to consider some of the more recent general 
changes in compensation and reward systems that academics feel are 
or should be taking place in individual organizations. Kanter, for 
example, points to a variety of economic, social and organizational 
pressures which are gradually shifting the basis for pay from that of 
status to that of contribution.s This change is indicated by the 
increased attention being given to merit pay, gain-sharing plans, pay 
for knowledge schemes and comparable worth issues. However, 
Newman and Milkovich go further to argue that new compensation 
arrangements should increasingly address not just the issue of 
distributive justice, but also the issue of procedural justice.6 In their 
view compensation systems need to be (and are indeed slowly 
beginning to be) concerned with establishing consistent, accurate, 
ethical, representative, etc. ground rules for determining the size of 
employee rewards. This concern with procedural justice has arisen as 
the result of increased product market competition limiting the ability 
of individual organizations to go on proViding ever larger increases in 
wages. 
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Box 5.1 Moving to performance-related pay 

In 1 986 an employee attitude survey i n  the organization concerned 
revealed considerable d issatisfaction with regard to employee ap­
praisals, the identification of tra in ing needs, succession planning and 
career development. These findings led to the establ ishment of an 
internal task force which produced a number of recommendations for 
change in these areas. These recommendations formed an important 
part of the background to the 1 988 pay negotiations in which 
agreement was reached on the principle of developing a new 
integrated grading structure covering al l  manual, craft, clerical and 
technical level jobs. Such a structure would replace the 72 rates of pay 
and would s impl ify the 250 + job titles which then existed with in 
these groups. 

The new integrated grading and pay structure (from 1 990) i nvolves 
i nd ividual salaries being a function of job placement and grading, and 
ind ividual contribution. The former were determined by evaluation 
us ing Hay criteria.* Every grade has a normal maximum pay band 
which most job holders can attain within five years given acceptable 
performance. For some Jobs a min imum rate is  determined by 
collective bargaining arrangements. As to ind ividual contribution, the 
previous system of merit reviews has been replaced by performance 
reviews which emphasize the ach ievement of mutually agreed goals. 
For lower level jobs ( j .e. below project manager or section manager) 
more emphasis is placed on incremental pay i ncreases (based on 
experience and length of service) relative to i ndividual performance, 
whereas for higher level jobs the emphasis is reversed. 

Hay is a management consu ltancy particularly noted for its points 
rating system for job-evaluation-based payment schemes. 

PERFORMANCE-RELATED PAY 

An integral element of the general movement from 'status to 
contribution' based payment systems (noted above) has been the 
increased introduction and adoption of various forms of performance­
related pay. One illustration of such a movement is set out in Box 5 . 1 .  

This being said, it i s  important to recognize that performance-
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Table 5.2 Ten questions to answer before implementing a 
performance-based pay system 

1 Is pay valued by employees? 

2 What is the objective(s) of the performance-based pay system? 

3 Are the values of the organization conducive to a performance-based pay 
system? 

4 What steps wil l  be taken to ensure that employees and management are 
committed to the system? 

5 Can performance be accurately measured? If not, what type of an appraisal 
system will be used? 

6 How frequently wil l  performance be measured or evaluated? 

7 What level of aggregation (individual, group or organization) wi l l  be used to 
. distribute rewards? 

8 How wil l  pay be tied to performance (e.g. merit increase, bonus, commission, 
incentive)? 

9 Does the organization have sufficient financial resources to make 
performance-based pay meaningful? 

1 0  What steps wil l  b e  taken t o  control and monitor  the system? 

Source: Randall S. Schuler and Vandra L. Huber, Personnel and Human Resource 
Management, West Publishing, St Paul, Minn., 4th edition, 1 990, p. 308. 

related pay is a very heterogeneous set of measures, some of which 
have been around for a relatively long time. Under this broad heading 
one can include individual piecework, payment by results, merit pay, 
group bonuses, payments linked to overall organizational per­
formance and numerous variants of each of these. In recent times the 
spread of performance-related pay arrangements into the public 
sector has been particularly noticeable in a number of countries. For 
example, in Britain some 400,000 (out of a total of 5 85,000) civil 
servants in 1989 had some part of their pay determined by 
performance appraisaP The spread of such arrangements has certainly 
not been without its difficulties and controversies. For example, the 
operation of performance-related pay arrangements in the Inland 
Revenue Service in Britain has been criticized for involving confused 
targets and allowing inadequate time for satisfactory performance 
appraisals, with a workforce survey suggesting that only a small 
minority believed that the scheme had enhanced their job motivation 
and performance (Financial Times, 2 7  September 1991). 
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This sort of controversy about performance-related pay is not 
unique to the British public sector. Indeed Lawler has argued: 

Having a true merit pay or promotion system is often easier said than 
done, however. Indeed, it has been observed that many organizations 
would be better off if they did not try to relate pay and promotion to 
performance and relied on other bases for motivating performance. 
The logic of this statement stems from the difficulty of specifying what 
kind of performance is desired and then determining whether, in fact, it 
has been demonstrated. There is ample evidence that a poorly 
designed and administered reward system can do more harm than 
good.8 

In view of the difficulties of effectively and successfully operating a 
performance-related pay system, it has been suggested that any 
organization contemplating such a system should consider the list of 
questions set out in Table 5.2 (p. 107). 

In general one can distinguish between performance-related pay 
schemes at the individuaL group and organization-wide levels. 
According to Lawler such schemes can be variously evaluated 
according to: (1) effectiveness in creating the perception that pay is 
tied to performance; (2) negative side effects (e.g . .  social ostracism of 
good performers, defensive behaviour, false data about performance); 
(3) encouragement of employee co-operation; and (4) acceptance by 
employees.9 In general his review leads to the following conclusions: 

1 Individual-based schemes perform better than group and 
organization-wide ones in creating the perception that pay is tied 
to performance. In the latter cases important influences on an 
individual's behaviour and performance are exogenous to the 
control of individuals. 

2 Individual schemes based on objective measures of performance 
produce the strongest perceived connection between pay and 
performance. 

3 Individual bonus and incentive plans at the non-management level 
are the most likely to produce negative side effects, particularly in 
situations of relatively low trust and where performance is 
subjectively based. 

4 Group and organization-wide schemes are generally rated higher 
than individual-based schemes in generating employee co­
operation. 
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5 Employee acceptance of all performance-based schemes is only 
relatively moderate, with the least acceptance being for 
individual-based schemes because of the perceived difficulties of 
administering them fairly and encouraging competitive relation­
ships between employees. 

There are numerous articles, based on research in various countries, 
which stress the relatively wide gap which frequently exists between 
the ideal of a pay for performance system and the reality of its 
workings. 10 This gap is often attributed to the problems of expectancy 
theory (the underlying conceptual basis of performance-related pay 
schemes), the inadequacy of the process of performance appraisal (see 
Chapter 4) and the economic and budgetary realities of organizational 
life. Resource constraints may limit the ability to fund adequate merit­
based increases over an extended period; some commentators, for 
instance, have suggested that only a 10-15 per cent merit-based 
increase is likely to have much impact on employee motivation. 1 l A 
number of these concerns are reflected in one practitioners' guide to 
performance-related pay, or appraisal-related pay (ARP) as they 
choose to call it, where it was observed that: 

If not suitably designed and introduced sensibly into an environment 
where trust is high and there is a readiness to adapt to the change, 
employee relations may suffer. ARP may not only fail to motivate but 
may in fact demotivate. Employees may soon become discouraged if 
they are not aware of the levels of performance they need to attain or 
where ARP awards are not applied consistently across the eligible 
participants. There may be doubts about the credibility of the scheme 
where financial constraints, for example by the use of budgets or 
'quotas', unnecessarily restrict the extent or amount of ARP awards. A 
carefully developed scheme should minimize the scope for complaints 
about subjectivity in assessment and divisiveness in operation. In 
particular, the ARP scheme should be designed to avoid any tendency 
to mark higher each year to retain employees during periods of labour 
shortage. Any beneficial link between performance and reward may be 
lost with pay costs rising but without a corresponding rise in corporate 
or individual performance. 12 

As the above suggests, there are a number of potential problems 
involved in the operation of performance-related pay arrangements 
and certainly there is no guaranteed formula for the successful 
introduction and operation of such a scheme. However, Table 5.3 
does contain a number of necessary, if  not sufficient, conditions for the 
effective operation of such arrangements. 
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Table 5.3 Key requirements for performance based pay 

1 Trust in management 

2 . Absence of performance constraints 
Variables exogenous to the control of i ndividual employees because of 
interdependent jobs or external circumstances are the concern here. 

3 Trained supervisors and managers 

Training is needed in the ski l ls of the performance appraisal process. 

4 Good measurement systems 

The information systems which underlie the process of performance appraisal 
need to contain objective information on the specific requirements and 
outcomes of individual jobs. 

5 Ability to pay 
The merit component of the salary increase budget must be sufficient to 
motivate performance and fund the increases. 

6 Valid job evaluation and externally competitive pay levels 

Merit pay increases must be integrated into a larger set of reward 
arrangements concerned with internal and external equity. 

7 Distinction between cost of living, seniority and merit 

Evidence needs to be provided as to the relative proportions contributed by 
each of these sources to an overall wage increase. 

8 Open pay policy 
Employees must clearly understand the workings of the arrangements. 

9 Flexible reward schedule 
The importance of the timing of a merit increase (as well as its amount) may 
argue for d ifferent merit dates for different groups of employees. 

1 0  Consistency with the prevailing culture 

Source: Frederick S. Hi l ls, Robert M. Madigan, K. Dow Scott and Steven E. Markham, 
'Tracking the Merit of Merit Pay', in  Gerald R.  Ferris, Kendrith M. Rowland and 
M. Ronald Buckley (eds.l, Human Resource Management: Perspectives and Issues, 

Allyn and Bacon, Boston, 2nd edition, 1 990, pp. 248-9. 

A similar recent list in Britain also urged that the effective operation 
of performance-related pay arrangements requires strong man­
agement commitment, a top down introduction process, the 
maintenance of a competitive base salary structure, a valid job 
evaluation system, a well designed, accurate and trusted appraisal 
system, a comprehensive and effective communication strategy, a 
speed of introduction that fits the organizational culture, regular and 
systematic training for managers in performance review and feedback, 
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and an on-going monitoring and evaluation process (Financial Times, 
20 July 1992). Other commentators have also stressed the importance 
of prior consultation and discussion with employees and their 
representatives in order to ensure that the arrangements are 
understood and accepted by those covered under the arrangements. 13 
The potential importance of this latter consideration follows from the 
earlier observation that payment systems increasingly need to 
incorporate the key elements of procedural justice. Finally it is 
important to emphasize that a poorly designed and poorly imple­
mented performance-related pay scheme may not only fail to deliver 
the benefits that management expected or hoped for, but may actually 
be a source of new problems.14 

PROFIT-SHARI NG, EMPLOYEE S HAREHOLDING AND 
GAI N-SHARING SCHEMES 

Various forms of profit-sharing and share ownership schemes have 
become increasingly popular in a number of advanced industrialized 
economies in recent years. For example, a number of surveys in 
Britain, the United States and Canada in the mid-1980s revealed that 
around a quarter to a third of the establishments surveyed had some 
form of profit-sharing scheme. IS (It needs to be recognized that not all 
employees in the organizations concerned will be covered by the 
arrangements.) Furthermore, such growth appears to have continued 
in more recent years. For instance, a recent survey in Britain reported 
that: 

there can be little doubt that there was a very substantial growth in 
profit-sharing arrangements between 1984 and 1990. The proportion 
of establishments in the industrial and commercial sector of the 
economy that. had either cash-based or share-based profit-sharing rose 
from 1 8  to 43 per cent. Both manufacturing and services were affected, 
although services showed the faster rate of increase . . .  The growth of 
profit-sharing arrangements was strongly confirmed by our panel data. 
A third of establishments that were not covered by a scheme in 1984 
were covered by one in 1 990. Those adopting schemes outnumbered 
those abandoning them by a ratio of nearly six to one.16 

A number of economists have argued that the increased adoption 
and diffusion of such schemes will produce important macro-level 
benefits for the economy concerned, notably an improved trade-off 
relationship between the level of unemployment and inAation.17 For 
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this reason, governments in a number of countries have sought to 
encourage the increased adoption of such schemes through the 
provision of tax-based incentives. IB There are basically two comments 
to make about this process of encouraging the adoption of profit­
sharing schemes. The first is the view of a number of industrial 
relations researchers to the effect that a more comprehensive spread of 
such schemes would require certain complementary changes in 
management practices: such changes include an increased sharing 
(with employees and their representatives) of financial and business 
planning information, and ensuring that senior management pay and 
bonus levels do not move in an inconsistent manner with the 'pay­
outs' from the profit-sharing scheme for the rest of the workforce.19 
Secondly, it needs to be recognized that arrangements encouraged by 
tax concessions do not always operate in the way envisaged, or hoped 
for, by the policy-makers. For example, in Britain profit-related pay 
arrangements have been encouraged by tax concessions, but one 
review of their operation suggests that linking pay to profits has not 
(as the government hoped) replaced a significant part of basic pay;20 
instead it has become a bonus paid on top of basic pay. 

There has been considerable discussion of, and research concerning, 
the impact of profit-sharing schemes. The alleged advantages (to 
management) of such schemes include enhanced productivity, 
reduced turnover rates, improved employee commitment to and 
identification with the organization, etc. One recent review of 
evidence from a range of countries sought to assess the impact of such 
schemes on a variety of organization-level indicators such as 
profitability, productivity, industrial relations, employee involve­
ment, organizational identity, and employee satisfaction and 
commitment. The general conclusion reached was as follows: 

This survey of international arguments and data on the impact of 
profit-sharing and employee shareholding schemes indicates that there 
is a wide range of possible consequences. Overall, a note of caution is 
apposite. The effects of schemes appear to be broadly positive but they 
do typically fall short of the claims of the most ardent enthusiasts for 
financial participation. However, from a general manager's perspect­
ive, it should be stressed that competitiveness, in particular, is often the 
consequence of a series of small-scale improvements which have a 
significant cumulative effect. Viewed in this light, the development of 
profit-sharing and share ownership schemes is likely to prove valuable 
so long as expectations of benefits are realistic and schemes are seen as 
only a part of a broad range of measures designed to improve 
company performance itself.21 
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In view of the continuing growth of profit-sharing schemes it is 
not surprising that research on the subject continues. For instance, 
economists continue to use survey evidence to investigate 
the questions of whether, firstly, profit-sharing increases produc­
tivity and, secondly, any resulting increase in productivity is sufficient 
to pay for itself.22 The answer to the first question seems to be 
yes, but the second question still remains essentially unanswered. 
Other economists have also investigated, and found limited 
support for, the notion that profit-sharing increases the level 
of employment stability in individual organizations.23 In con­
trast, other researchers have utilized case studies to examine 
whether employee attitudes towards their organizations have 
changed significantly as a result of the introduction and operation 
of employee share ownership schemes.24 Perhaps the one im­
portant area of emerging consensus among these varied researchers 
is that ' . . . worker participation apparently helps make alter­
native compensation plans like profit-sharing . . .  work better - and 
also has beneficial effects of its own'.25 This finding seems to point to 
the importance of the need for an internally coherent HRM policy 
mix. 

A gain-sharing plan, or what some commentators have labelled a 
cost-reduction plan is best known in the North American context. For 
instance, surveys in the USA and Canada in the mid-1980s reported 
gain-sharing plans in some 13 per cent and 10 per cent of surveyed 
establishments respectively.26 Moreover, a recent survey of Fortune 
1000 companies identifies such plans as one of the projected areas for 
growth in terms of employee involvement arrangements.27 The best­
known gain-sharing plans in operation in North America are the 
Scanlon plan, the Rucker plan and IMPROSHARE, although some 
organizations have developed their own particular variants of such 
schemes.28 The Scanlon and Rucker plans are distinguished from 
profit-sharing schemes because they are not simply economic 
incentive plans: rather they embody a strong emphasis on employee 
involvement (which is viewed as reflecting the overall philosophy of 
management) and (as such) are held to be an organization develop­
ment intervention, rather than simply an incentive plan. Under 
Scanlon plan arrangements, for example, production committees at 
the department level develop suggestions to improve productivity 
and quality which are then passed to a screening committee, 
consisting of management and employee representatives, which is 
responsible for their review and implementation. The central concern 
of the plan is with improving the ratio between labour costs and the 
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Table 5 .4 Conditions favouring gain-sharing plans 

Organizational 
characteristic 

Size 

Age 

Financial measures 

Market for output 

Product costs 

Organizational climate 

Style of management 

Union status 

Overtime history 

Seasonal nature of business 

Interdependence of jobs on the work 
floor 

Capital investment plans 

Product stability 

Comptrol ler (chief financial officer) 

Communication policy 

Plan manager 

Management 

Corporate position (if part of larger 
organization) 

Workforce 

Favourable condition 

Small unit, usually less than 500 

employees 

Old enough so that learning curve has 
flattened and standards can be set 
based on performance history 

Simple, with a good history 

Good, can absorb additional production 

Controllable by employees 

Open, high level of trust 

Participative 

No union, or one that is favourable to a 
co-operative effort 

Limited or no use of overtime in past 

Relatively stable across time 

High to moderate interdependence 

Little investment planned 

Few product changes 

Trusted, able to explain financial 
measures 

Open, wil l ing to share financial resu lts 

Trusted, committed to plan, able to 
articulate goals and ideals of plan 

Technically competent, supportive of 
participative management style, good 
communications ski lls, able to deal with 
suggestions and new ideas 

Favourable to plan 

Technically knowledgeable, interested 
in participation and higher pay, 
finanCially kno�ledgeable and/or 
interested 
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Organizational 
characteristic 

Plant support services 
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Favourable condition 

Maintenance and engineering groups 
competent, wil l ing and able to respond 
to increased demands 

Source: Edward E. Lawler I I I, Pay and Organization Development, Addison-Wesley, 
Reading, Mass., 1 981 , p. 1 44. 

sales value of production, with gains paid out for improvements in 
this regard. The potential strength of such a scheme has been held to 
be its recognition of the fact that 'effective use of participatory 
management requires a congruence between the pay system of an 
organization and its style of management'.29 

However, gain-sharing schemes are not considered appropriate for 
adoption in all types of organizations, and Table 5.4 lists some of the 
alleged leading prerequisites for the introduction and operation of 
such schemes. Although an individual organization will rarely have 
all such prerequisites currently in place, Lawler argues that 
the majority of them are necessary for the successful operation of such 
a scheme, with union opposition and inadequate financial measures 
being particularly strong signals not to embark down the gain-sharing 
route.30 

It is generally conceded that the introduction and operation of gain­
sharing arrangements are not quick, smooth and straightforward. It 
has, for instance, been suggested by one commentator that as many as 
one in three gain-sharing schemes in the USA have failed due to the 
absence of the necessary prerequisites, poor implementation or 
complex administration/I problems with such arrangements have 
frequently arisen as a result of bonus payments not coming up to 
expectations, inconsistent treatment of different groups within the 
workforce, overall operating losses being recorded, etc. Nevertheless 
the positive results of gain-sharing schemes in a number of settings 
has led to the view that they can be a particularly useful first step in 
the direction of establishing a larger high (employee) involvement 
management system.3! 
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PAY FOR KNOWLEDGE S CHEMES 

Arguably the most recent innovation in the compensation area is pay 
for knowledge or skill-based pay systems. The essence of these 
schemes is that individual employees can progressively increase the 
level of their pay through attaining (and using) an increased number of 
skills. These arrangements have their origins in the North American 
context, although even there the extent of their diffusion to date is 
relatively limited; survey evidence for the mid-1980s indicates that 
only some 5 per cent and 8 per cent of surveyed establishments had 
such schemes in the USA and Canada.33 Nevertheless some recent 
survey evidence in the USA reported that 'knowledge or skill-based 
pay plans are projected for increased use by 50 per cent of the 
companies. This finding fits with the expected increase in the 
utilization of self-managing work teams, since they often go together. 
Even with this increase, however, they are not likely to cover a high 
percentage of the total workforce.34 As suggested here, the intro­
duction of pay for knowledge schemes has frequently been associated 
with work design changes that involve team working, reduced job 
classifications and work rules and the integration of quality control 
responsibility into jobs on the shopfloor. Although pay for know­
ledge schemes have been introduced into some established 
organizations the best-known schemes are in new plants or greenfield 
sites.35 

Various sets of guidelines have been proVided for managers 
contemplating the introduction of knowledge-based pay schemes. For 
example, one set of implementation principles stresses that: (1 )  an 
organization must have an overall HRM philosophy which is 
consistent with and supportive of such arrangements; (2) such a 
scheme needs to be embedded in a larger set of HRM policies and 
practices (e.g. extensive job rotation); (3) it should accompany other 
organizational changes (e.g. introduction of new technology); (4) it 
should be supplemented by gain-sharing arrangements; and (5) union 
support in the design and implementation process is all-important.36 

There is, as yet, relatively little in the way of systematic empirical 
evidence concerning the operation of such schemes. However, a 
number of commentators have highlighted various considerations, 
not to say potential problems, that need to be closely watched in the 
operation of such schemes. For instance, individual workers must fully 
understand the details of the scheme, must not be allowed to develop 
unrealistic expectations about the pace of skill acquisition and the 
consequent rewards, and must be able to make regular use of the 
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newly acquired skills on the job.J7 In one organization with a pay for 
knowledge scheme (the acquisition of four skill modules increased 
annual salary by 2.5 per cent) which I have observed, two particular 
problems were apparent. First, the absence of a skills audit prior to the 
introduction of the scheme meant that not all of the acquired skills 
were regularly used on the job and, secondly, a performance-related 
pay scheme for team leaders resulted in some leaders being very 
reluctant to release members for the purposes of training; the latter 
generated considerable inter-team equity concerns about the 
operation of the scheme. It is also possible that not all employees will 
want to be involved in such schemes, which points to the natural 
advantage that a new plant or greenfield site has in operating such 
arrangements; employees whose motivation and values accord well 
with pay for knowledge schemes can be targeted via the selection 
process. Finally, Box 5 .2 indicates the differing approach to and 
experience with pay for knowledge schemes in two organizations. 

Scheme 1 

Box 5.2 Two pay for knowledge schemes 

The organization concerned is a foreign-owned subsidiary which was 
established as a greenfield site and has been in operation for some 
three years. There are currently some 1 52 employees on site. The 
integrated pay structure for all employees below the managerial 
grades consists of three elements: a basic salary, a shift al lowance and 
a pay for knowledge component. Currently all employees below 
managerial level are divided into two grades, A and B. A grades have a 
basic salary of £9,000, B grades a basic salary of £ 1 1 ,000, with both 
having a common shift a l lowance of £2,244. The pay for knowledge 
component involves an offering of some 20 ski l l  modules, with the 
attainment of 1 module adding an extra £300 to salary. In the last 1 2-
1 8  months the organization has specified that an individual can only 
have a maximum of 7 ski l l  modu les at any point. This 'capping 
procedure' was introduced largely to try and ensure a manageable 
volume of training and retraining activity. Currently the distr ibution of 
sk i l l  modules for the 1 27 A and B employees is as fol lows: no modwles 
(5 employees), one (21), two (1 6), three (31), four  (19), five (1 3), six (1 1 ), 
and seven (1 1 ) .  

The pace at  which sk i l l  modu les have been acqui red has not been 
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Box 5.2 continued 

as fast or straightforward as was originally envisaged. This has been 
due to a number of 'disruptive factors'. The operational performance 
needs of the organization in the first two years have consistently 
taken a higher priority over the implementation of the ski l l  modules 
train ing. Moreover, the training and personnel function has not been 
in a position to argue the case constantly for ski l l  modu les train ing due 
to the turnover of personnel staff (four d ifferent personnel managers 
since the organization was established). There has also been some 
concern about an adequate supply of trainers for ensu ring a 
comprehensive and consistent tra in ing programme, while the rela­
tively smal l  numbers of administrative staff have posed coverage 
problems for ensuring ski l l  module acquisition in the administrative 
side; administration staff have typically acqui red only two modules 
compared to the 3-4 figure for p roduction staff. 

At present a review is being conducted of various aspects of the 
human resource management package in the organization. And as 
part of this review some thought is being given to the future of the pay 
for knowledge scheme. For example, do employees favour more 
priority being given to rai sing basic salary relative to the pay for 
knowledge component? And is the pay for knowledge component of 
value only as a l imited l ife in itiative? 

Scheme 2 

The organization concerned has faced a variety of product market 
pressures from the mid-1980s. These include general over-capacity in  
the industry and the emergence of  new sources of  competition, 
particularly from Japan. Employee numbers on the site have fal len 
from a peak figure of around 3,000 in the late 1 970s to the current 
figure of some 800 employees. Against this background a new 
product l ine, i nvolving a computer-integrated manufacturing process, 
was schedu led for possible introduction. For this new product l ine to 
be successful a competitive strategy emphasizing the themes of cost, 
quality and del ivery was deemed to be essential. Prominent among 
these themes was the specific target of achieving a 30 per cent 
reduction in labour costs over a 30-month period (1984-6). As a 
consequence, a package of measures including JIT (just i n  t ime) and 
TQM (total qual ity management) was introduced. Some elements of 
the existing payment system (as a bonus scheme based on batch 
production) were viewed as i nconsistent with the needs of JIT, whi le at 
the same time it was considered important to have a compensation 
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and reward system which supported the cost reduction effort, 
encouraged team working, was consistent with JIT, reduced de­
marcation b lockages and faci l itated further harmonization moves. 

The substantia l ly revised compensation and reward system in­
volved a Single, integrated pay structure for all unionized employees, 
broader job descriptions (100 reduced to 30 on the shopfloor) to 
encou rage and faci l i tate flexible working, a reduced number of pay 
bands (sixteen down to five) for a l l  employees and an element of pay 
progression based on ski l l  attainment. The latter involved six module 
payments in each of the five pay bands, with no automatic transfer 
from one band to the next. All employees (shopfloor and adminis­
tration) were restricted to attaining one module per year, which was 
originally viewed as l i kely to involve some ten days of training. 
However, after one year it was agreed that flex ib i l ity regarding the 
length of train ing was necessary, with the length of t ime involved 
varying accord ing to the ind ividual and subject area. Modules on the 
shopfloor covered subjects such as cost, JIT, team bui ld ing, set-up 
reduction techniques, etc. The shopfloor teams were largely given 
responsibi l ity for identifying their particular tra in ing needs within the 
parameters of achieving a set of larger business objectives. 

The new payment system has been associated with the absence of 
grading disputes, whi le the sk i l l  attainment element has encouraged 
train ing and flexible working particu larly on the new product l ine. At 
the same time, however, it was found that the ski l l -based element 
generated 'a lot of bureaucracy' (writing modules, completing the 
training, etc.), particularly given existing resource constraints (only 
three trai ners to act as catalysts). Indeed it was conceded that the 
resource demands of the scheme had been substantial ly under­
estimated. As individual employees reached (via the ski l l  attainment 
process) the top of their pay bands over four  to five years, this 
particular element of the system has largely ceased to operate from 
the late 1980s. In effect it has been used as a l im ited- l ife trigger of 
change within a larger package of measures designed to encourage 
flexible working, training and workforce commitment. More recent 
developments include the move towards a Kaizen (continuous 
improvement) type process of problem-solving. 
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HARMONIZING TERMS AND CON DITIONS OF 
EMPLOYMENT 

It has long been apparent in virtually all advanced industrialized 
economies that white collar or non-manual employees enjoy sub­
stantially better terms and conditions of employment than blue collar 
or manual employees in the same organization. Such differences in 
fringe benefits, job security, promotion prospects, length of the 
working week, etc. have been traced to the (management) belief that 
non-manual or white collar employees identify relatively closely with 
their employing organization, and hence should be appropriately 
rewarded for this relatively high level of organizational 10yalty.38 
However, as we saw earlier (Table 2.3), the academic HRM literature 
which urges a movement from a workforce control to workforce 
commitment strategy places a great deal of emphasis on removing 
inequitable sources of status differentiation within the workforce as a 
whole. This theme has been echoed in a number of public policy and 
practitioner-orientated publications in advanced industrialized eco­
nomies for some considerable time.39 

The general desire for more flexible working arrangements, 
together with the specific influence of Japanese management practices, 
has apparently stimulated considerable moves along these lines in 
more recent years. Such moves frequently involve different names in 
different countries. For instance, in the United States the term 'all­
salaried workforce' is frequently used, with 1 1  per cent of surveyed 
establishments in the mid-1980s claiming to have such arrangements, 
but with a further 3 1  per cent claiming to be likely to move in that 
direction over the next five years.40 In Britain the term 'single status' is 
frequently used to describe this process of eliminating unjustifiable 
manual/non-manual distinctions in the terms and conditions of 
employment. However, one practitioner has interestingly contended 
that: 

in my view the term 'single status' is a misnomer. It is simply not 
possible for everyone to have the same status in an organization - the 
plant manager has a different status to the supervisor or to the line 
worker simply because of the positions held. Nothing will change that, 
for status is a state of mind - your perception of your position in 
relation to another. What we can do, however, is to eliminate many of 
the differences in the way we treat people and end up with the same or 
similar employment packages. Thus the term 'common terms and 
conditions of employment' is more accurate.4! 
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In  fact one commentator suggests a three-way classification of the 
various approaches which organizations have adopted in attempts to 
improve the terms and conditions of manual employees relative to 
those of the non-manual workforce.42 Firstly, there are 'staff status 
policies' in which some or all lJf the conditions of non-manual workers 
are spread to a proportion of the manual workforce. Secondly, there is 
the 'harmonization approach', which is the process of moving towards 
the equalization of some or all employment conditions, although this 
process frequently involves equating the terms and conditions of 
manuals only with those of the non-managerial group of non-manual 
employees. Finally, the most comprehensive in terms of coverage are 
'single status policies' under which all general terms and conditions 
are common to all employees. The latter are frequently held to be 
disproportionately associated with new plants or greenfield sites. 
Table 5.5 contains examples of practices and moves along these lines. 

Although the more comprehensive harmonization packages are in 
place in greenfield sites and new plants, it is apparent that staged or 
phased moves in this direction are increasingly characterizing older, 
established organizations. For instance, in one plant I have observed, a 
single canteen or eating area was operated from its establishment in the 
mid-1960s. Since then it has harmonized all significant fringe benefits 
(in the 1970s) and most recently has tackled the residual areas, such as 
providing salaried contrads for all workers, introducing common hours 
of work and eliminating a lay-off clause in the contract of shopfloor 
employees. More generally, a survey of some 83 organizations in 
Britain in the late 1980s revealed the following basic picture:43 

1 Harmonization was most evident in relation to holiday and leave 
entitlement, redundancy pay, occupational pensions, canteen/ 
restaurant facilities, product discounts and allowances, car parking 
and loans. 

2 Harmonization was least advanced as regards pay systems, 
grading structures, hours of work and methods of recording 
attendance. 

3 Approximately 50 per cent of the organizations had made most of 
their harmonization moves in the last five years. 

4 Management usually initiated the moves, although the process 
typically involved union-management negotiations. 

5 Harmonization was generally introduced as part of the normal pay 
review process, although it was frequently coupled with other 
changes. 
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Table 5.5 Examples of harmonizing terms and conditions 

Organization' 

1 A US-owned 
subsidiary 

2 A Japanese-owned 
subsidiary 

3 A Japanese-owned 
subsidiary 

Formal components 

Same pension scheme, 
same holiday entitle­
ment, same sickness pay 
scheme; all monthly paid; 
employee share purchase 
scheme for all; same 
handwritten time sheets 
(in and out) for all; single 
canteens; only three 
reserved spaces in car 
park (for logistics reasons: 
individuals with meetings 
all over the site) 

Same pension scheme, 
same holiday 
entitlement, same sick 
pay scheme; single 
canteen; no reserved 
spaces in car park; 
s imi lar clothing at work; 
all employees can 
purchase one company 
product per year; same 
plastic identification 
badges to facil itate 
checking in and out 

Same pensions, holiday 
entitlement, sickness 
pay entitlement; all 
monthly paid; single 
canteen; al l  wear the 
same uniform at work; 
no reserved car park 
spaces; al l  clock in  and 
out (except managing 
director); profit-sharing 
scheme for all 
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Additional comments 

Use of first name terms; 
overt ime paid up to first 
level management 
(beyond this level, 
access to company car 
scheme) 

All staff and technicians 
are monthly paid, 
although 90 per cent of 
shop floor are weekly 
paid; al l  shopfloor, 
supervisors and junior 
management are paid 
overt ime (a grading 
allowance to compensate 
beyond this level); private 
health insurance 
coverage for middle 
managers and above, but 
currently a union claim 
for all to be covered 
All but managerial 
grades receive overtime 
payment (private 
medical insurance and 
company car for 
managerial grades) 



Table 5 .5  continued 

Organization 

4 An Italian-owned 
subsidiary 

5 A recently privatized 
organization which has 
moved from industry­
wide to individual 
company level 
bargaining 

6 A British-owned 
organization 

Reward and compensation systems 1 2 3  

Formal components 

Single canteen; no 
clocking in and out; all 
monthly paid; no 
reserved spaces in car 
park; same sickness, 
pension and holiday 
entitlements 
A proposed phased 
programme of moving 
towards single status: a 
single negotiating/ 
consultative body (July 
1991); 37 hour week for 
all (April 1991); monthly 
pay for all (September 
1991); common 
conditions, policies and 
procedures (December 
1991) 
Since 1 988, pension 
scheme and sickness pay 
scheme arrangements 
harmonized, all 
employees' pay directly 
deposited in bank 
accounts; number of 
canteen or eating areas 
reduced from seven to 
two (with one kitchen). 
Movement to new 
location in 1 992 
accelerated the process, 
with all employees 
monthly paid, single 
canteen, no reserved 
spaces in the car park, all 
employees clocking in 
and out, and fully 
harmonized fringe 
benefit package 

Additional comments 

Shopfloor work 37.5 hour 
week and management 
grades a 40 hour week 
(no overtime payment 
for the latter) 

These individual moves 
and changes are 
embedded in a larger 
programme of 
organizational change 
involving a review/ 
revision of the pay 
structure, increased 
flexibil ity-productivity 
enhancement changes 
and measures to 
enhance job security 
The moves in this 
d irection have been 
related to moves in the 
total quality 
management direction, 
the latter being part of a 
larger organizational 
change programme 
emphasizing a task 
(rather than role) culture, 
decentralized decision­
making, employee 
involvement, etc. 

Organizations 1-4 have been single status from their inception. 
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6 A majority of the organizations phased in the moves over a 
period . 

. 7 Nearly two-thirds of the organizations expected further 
harmonization moves in the 1990s, largely as a result of pressures 
to reduce costs and improve the recruitmentlretention of labour. 

How have harmonization moves worked out in practice? It is 
difficult to provide any conclusive answers to this question because of 
the relative absence of systematic research studies. One can, however, 
point to a considerable range of both a priori and impressionistic 
views. The more pessimistic views are likely to emphasize the fact that 
harmonization moves in a single organization are unlikely to offset 
completely the historical and larger societal forces and influences that 
have produced the substantial status differences (Le. a state of mind) 
between blue collar and white collar employees, and that formal status 
moves may not always be matched by changes in informal practices 
and arrangements. A second group of commentators have tended to 
argue that the gains of harmonization are likely to be essentially 
intangible, with measurement difficulties particularly resulting from 
the fact that the process is likely to involve other significant changes 
in the HRM area. The nature of some of these accompanying changes 
may in fact pose some problems for the larger union-management 
relationship. For instance, in Britain in recent years a number of well­
publicized cases of union de-recognition have involved the sub­
stitution of harmonized terms and conditions of employment 
(Financial Times, 5/6 October 1991), a development which must have 
raised some uncertainty among unions about the desirability of the 
harmonization process. At the same time, however, (management) 
participants involved in certain individual organizations which have 
made such moves do report a resulting increase in workforce morale 
and commitment which has facilitated the introduction and operation of 
team and flexible working arrangements.44 Finally, Box 5 .3 contains an 
illustrative example of a greenfield site where the operation of a Single 
status policy has not been without its implementation difficulties. 

The example in Box 5 .3 should not be viewed as an argument 
against the introduction and operation of single status arrangements. 
Rather it illustrates the possibility that the operation of such 
arrangements may not be entirely free of some difficulties: a 
perspective that is notably lacking in the published literature on the 
subject. Perhaps the biggest operational lesson to draw from this 
particular experience is that management should spend sufficient time at 
the outset spelling out just what single status does and does not mean. 
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Box 5.3 Single status at a new plant 

In this new plant, single status arrangements have operated from the 
outset. The formal components of these arrangements consist of: (1) 
all employees being paid on a monthly salaried basis; (2) a common 
fringe benefits package in  which all employees have the same 
hol idays (five weeks plus the statutory days), s ickness pay provisions 
(1 3-2p weeks on ful l  pay based on length of service) and pension 
scheme arrangements (a 5 per cent contributory scheme based on 
1 /60th of final earnings); (3) . no t ime check or clocking-on 
arrangements; (4) a s ingle canteen for all employees; and (5) a 
common car park, with no reserved spaces for any groups of 
employees. 

These arrangements were originally i ntroduced for a number of 
reasons and with a number of expected or hoped-for benefits in m ind. 
Primarily they were viewed as a natural quid pro quo for the relatively 
highly sk i l led, trained and motivated workforce that was being 
selected and developed for the plant. The hope was that a purely 
instrumental orientation on the part of the shopfloor employees could 
be avoided, with such indiv iduals exhibiting the sort of attitudes and 
commitment associated more with staff employees. Single status 
arrangements were also deemed to be administratively convenient 
and highly consistent with, and complementary to, the sort of 
organizational cu lture that was being sought at the plant. 

However, some two years after production had begun in the p lant, 
a comprehensive workforce attitude survey revealed a number of 
complaints about the 'fai l ings' of the single status arrangements in  
practice, a finding that was highly consistent with a number of  the 
other results of the survey. In reflecting on these findings, the 
personnel d i rector suggested that these complaints may well have 
stemmed from some in itial misunderstandings and exaggerated 
expectations about what s ingle status arrangements can and did 
mean in practice. He also suggested the l ikel ihood of different groups 
of workers having d ifferent complaints and grievances. The office staff 
(or at least some of them), for example, seemed to feel that the 
shopfloor employees were getting the best of both worlds. The 
shopfloor had the same fringe benefits as the office staff, but at the 
same time, un l ike them, were paid for overtime working. At the same 
time the shopfloor employees seemed to resent the fact that, 
although paid for overtime, they had no choice as to whether they 
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Box 5.3 continued 

could work overt ime or not. Furthermore, the shopfloor employees (or 
at least some of them) seemed to feel that single status meant that all 
employees' 'votes' in organizational decision-making would be of 
equal value, with a democratic decision-making process reflecting the 
views of the majority of al l  employees. As a result they were aggrieved 
at certain strictly enforced process ru les in the workplace (e.g. no 
smoking in all areas; no radios in all areas) which they felt were 
imposed on them by sen ior management without consultation in a 
way that was inconsistent with the spi rit of s ingle status working 
arrangements. Moreover, the nature of the production process in the 
plant meant that (night) shift workers were denied the benefit of 
access to the single status canteen. 

With the aid of hindsight, the personnel d i rector felt that senior 
management should have spelt out much more explicitly to the 
workforce j ust what Single status arrangements did and did not 
involve in practice. 
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CAREER MANAGEMENT AND DEVELOPMENT 

I NTRODUCTIO N  

Historically, training and development i n  many organizations have 
had the relatively short-term aim of enhancing current on-the-job 
perfonnance, with the important exception of succession planning 
arrangements for the potential senior managers of the future. More 
recently, however, changes in the produce market environment, the 
introduction of new technology and changes in organizational 
characteristics have all had the effect of raising the profile of training 
and development in both the HRM literature and practice. In fact, 
many of the leading HRM issues that organizations are currently 
grappling with are essentially training and development ones: 
witness, for example, attempts to inject interpersonal and problem­
solving skills into shopfloor training programmes to facilitate cross­
functional and team working there, steps to build international 
experience into the career development programmes of managers, 
and initiatives to develop a system of lateral or horizontal career 
moves that attempt to change the traditional view that career success 
and progress must always involve an upwards move. 

Over and above the circumstances of individual organizations, 
training and development have also become very prominent in 
attempts to develop national employment and HRM policies and 
programmes. For instance, a number of governments in recent years 
have introduced legislation, regulations, incentives, etc. to try and 
influence the level of training and development in organizations. Such 
initiatives reflect the increasingly widespread view that the absence of 
an adequate level of training and development will hinder the 
competitive performance of the national system as a whole. And even 
the more successful national economic systems of recent years may 
still have some important training and development issues to confront 
in the years ahead. For instance, it has been observed that: 
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Japan's strength (its powerful cohesive internal culture) is also its 
weakness. Japanese firms have demonstrated a first class ability to 
manage foreign workers (often they get more productivity out of 
foreign workers than foreign managers can), but to the extent that the 
economic game of the twenty-first century requires firms to integrate 
managers and professionals from different cultures and nationalities 
into a homogeneous team, Japan has a problem. Japanese history, 
traditions, culture and language make it very difficult to integrate 
foreign managers and professionals as equals. If winning requires 
absolutely first-rate foreign managers, Japanese firms will have a 
problem. To hire the very best foreign managers, these foreigners 
must have a chance to get to the top, but such a chance cannot be 
provided in the closed Japanese corporate culture.! 

In short, the training record of Japanese organizations for blue collar 
workers is well known and respected, but as these organizations 
become increasingly involved in operations outside Japan, one of 
their chief tasks will be to develop effective long-run career 
development programmes for non-Japanese white collar people. 

The human resource management literature places a great deal of 
emphasis on the importance of having relatively well-developed 
internal labour market arrangements in the matters of promotion, 
training and development, so as to ensure a relatively long-term 
perspective on 'matching' individual and organizational needs 
concerning employee career development. This theme is pursued here 
through an examination of career development from the point of view 
of both individual employees and individual organizations, with the 
all-important process being that of matching individual and organiza­
tional needs at any one point in time and over the course of time. 
Following a general discussion along these lines I then briefly refer to 
some career-related issues that are likely to be of considerable 
importance in the current operating circumstances of many organiza­
tions. Finally I discuss the role of career mentoring and the attempts of 
an increasing number of organizations to develop 'international 
managers'. These two subject areas, which are discussed in some 
detail, are useful examples of both particular (current) organizational 
concerns and one of the leading themes in the HRM literature, namely 
the importance of adopting a long-term, strategic orientation to 
human resource development. Moreover, given the line management 
orientation of this book it seemed entirely appropriate that the 
discussion of career management should essentially centre on line 
management positions. 
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INDIVIDUAL CAREER STAGES 

Existing discussions of careers as individual attributes (something 
individual employees experience and pursue) invariably revolve 
around the notion of career stages. As Milkovich and Anderson have 
commented: 

Researchers have attempted to identify the major developmental tasks 
that employees face during their work lives and to organize these into 
career stages. As might be expected, several theoretical alternatives 
have emerged, with certain consistencies and inconsistencies among 
them. At one level of abstraCtion, the sequencing of stages is 
consistent across researchers, resembling biological growth and decay 
cycles - trial and growth, exploration, establishment, maintenance, 
decline, and withdrawal. Differences between perspectives include the 
number of distinct stages an individual may pass through, the 
overlapping tasks and issues faced in each stage, the role of transition 
periods between stages, and the degree to which career stages are seen 
as age-linked.2  

One of the most widely quoted studies along these lines is that of 
Dalton, Thompson and Price.J This was a study of scientists, 
engineers, accountants and professors in a number of organizations, 
which essentially concluded that 'high performers' early in their career 
performed very different functions from high performers at both the 
mid and late career stages. The result was the formulation of the four­
stage career model set out in Table 6.1 .  

In Stage I ,  individuals join an organization, learn to perform certain 
tasks competently and discover which elements of the job are critical 
and require the highest priority. They identify and work closely vJith a 
mentor to learn and appreciate the 'politics' of the organization. Their 
major psychological task is to accept a dependent role, when they 
were expecting or hoping for independence. In Stage II they develop 
their own ideas and judgement, have their own project or area of 
responsibility, build up their professional skills, increase their visibility 
in the organization, and rely less on a mentor relationship and more 
on peer group relationships. Stage III sees them exerting more 
responsibility for influencing, guiding, directing and developing the 
work and skills of others. They operate more as mentors, idea 
generators or managers and develop their self-confidence as regards 
producing results and helping others. The final stage involves 
assuming responsibility for directing the organization, or a substantial 
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Table 6.1 Activities, roles and psychological issues in four career stages 

II III IV 

Central Helping, Independent Training, Shaping the 
activity learning, contributor interface direction of the 

following organization 
directions 

Primary Apprentice- Colleague Mentor Sponsor 
relationship ship 

Major Dependence Indepen- Assuming Exercis ing 
psycho- dence responsibi lity power 
logical issues for others 

Source: G. W. Dalton, P. H.  Thompson and R. L. Price, 'The Four Stages of 
Professional Careers: A New Look at Performance by Professionals', Organizational 
Dynamics, Summer 1 977, p. 23. 

proportion of it, in which they negotiate and interface with key parts 
of the environment, develop new initiatives, direct resources and are 
heavily involved in the external representation of the organization. 
This approach raises the question of whether all individuals wish to, 
and indeed should, seek to move right through from Stage I to Stage 
IV. This is a particularly important question for diSCipline-based 
profeSSionals (e.g. engineers) who may not want to be drawn too far 
into management and hence lose touch with their basic disciplinary 
role and training. 

In practice there has been very little systematic empirical research 
on the determinants and consequences of individual career stages, 
with most research on careers (from the perspective of individual 
employees) concentrating on the attitudinal and behavioural out­
comes of career experience. That is, various measures of career 
experience (e.g. level reached in the hierarchy, number of promotions, 
etc.) are examined to see if Significant relationships exist with regard 
to job satisfaction, organizational commitment, performance and 
turnover.4 The literature on career management from the point of 
view of the individual employee in fact tends to be overly dominated 
by self-examination and self-help manuals which, in essence, view 
planning one's own career as similar to any other planning process. 
That is, one needs to develop a self-inventory, establish personal 
occupational objectives, obtain occupational and organizational 
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information, design actions to achieve objectives and evaluate 
progress.5 These self-help guidebooks invariably make the rather 
questionable assumption that all individuals have a relatively 
common set of aspirations and values. 

More generally, the extent of well-informed knowledge about 
individual career management is, to say the least, rather limited. For 
example, the notion of career stages seems to have considerable 
intuitive appeal in accounting for individual employees' attitudes and 
behaviours, but 'the theoretical frameworks of career stages and their 
associated characteristics and tasks need to be more fully developed; 
operational definitions and hypotheses need to be complete enough 
to allow an understanding of a process that spans entire work lives'.6 
The relatively sizeable body of literature on career outcomes certainly 
suggests that career experiences are important influences on 
employees' attitudes and behaviours, but the ability to generalize 
from such studies is somewhat limited because of differences in the 
ways careers have been measured and because of inadequate controls 
for a range of other possible sources of influence.7 

In addition to the considerable deficiencies in empirical research 
already noted, it is important to recognize that there are some 
criticisms and limitations of the stages approach to individual career 
development. Firstly, the studies which have formulated this type of 
approach are overwhelmingly based on male, profeSSional employees. 
As such, they take relatively little account of contemporary demo­
graphic developments such as the increased presence of women 
employees and dual career families. Secondly, the approach very 
much embodies the view that career advancement involves moving 
up the organizational hierarchy. However, given changing organiza­
tional circumstances (such as reduced middle management layers) 
such movement may not be possible for all individuals who desire it, 
so that organizations are increaSingly having to grapple with the 
question of whether career advancement can involve (and be seen to 
involve) horizontal or lateral moves, rather than simply hierarchical 
ones. Furthermore, even if hierarchical moves were reasonably 
feasible for a substantial number, they may not be desirable for all of 
them and for the organization as a whole. For example, in one 
organization I have worked with closely it is currently felt that too 
many of their engineers have moved beyond Stage II into Stages III 
and IV, with the result that they have lost good engineering talent and 
only gained poor quality managers. This was an important reason for 
their recent introduction of a dual career ladder system, an issue 
discussed in a later section. 
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THE ORGANIZATIONAL PERSPECTIVE ON CAREERS 

In principle the notion of a career structure within an individual 
organization can be viewed as involving (1) a patterned sequence of 
positions related in work content, and (2) an ordered movement of 
individuals among these positions.B The former characteristic can be 
sub-divided into the length of the sequence (i.e. the number of 
positions involved in a sequence) and the ceiling of the sequence (i.e. 
the highest position reached in a sequence), while the latter attribute 
involves the rate of movement of individuals between jobs in a 
sequence and the direction of that movement. 

This being said, it is important to recognize that in practice, as many 
commentators have suggested, the patterns of mobility within 
individual organizations are much more random, with a relative 
absence of explicitly designed career paths.9 Admittedly many 
organizations have long engaged in some form of succession planning 
for senior management positions, but beyond this it has frequently 
been essentially short-term, ad hoc decisions that have been held to 
shape the sequencing of job positions and the movement of 
individuals. There is very little systematic empirical research on the 
impact of career systems, ceteris paribus, on levels of organizational 
performance. 

THE MATCHING PROCESS 

The strong prescriptive approach of so much of the strategic HRM 
literature is well evidenced by the emphasis attached to matching 
individual and organizational career development needs. This litera­
ture has been heavily influenced by the career stages perspective set 
out earlier (Table 6. 1), and typically involves a model with the 
following three components: (1)  individual needs, which covers the key 
developmental tasks faced by employees at various stages of their 
work lives; (2) organizational needs, as identified by human resource 
planning activities such as planning for staffing, growth and replace­
ment; and (3) the matching process, involving techniques such as job 
analysis, recruiting, and training.10 More recently, a Management 
Development Matrix has been proposed as a way of both under­
standing the career progress of individuals and guiding organizational 
efforts to assist this progress. ] ]  In essence it links the four career stages 
of Table 6.1 with four types of career intervention applicable at all 
four stages. The career interventions are as follows: 
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1 Dominant job elements. The 'make or break' tasks that will partially 
determine a person's success inlimpact on their organization. 

2 People relationships. The key individuals a person interacts with to 
accomplish their job assignment. 

3 Organizational adjustments. The accommodations an individual 
makes from the initial role of apprentice to the final role of 
spokesman. 

4 Management development activities. A range of supportive 
programmes for educating and developing a manager. 

Table 6.2 indicates the nature of this matching process of career 
stages (individual perspective) and career interventions (organiza­
tional perspective). 

In practice most organizations appear to have largely viewed the 
matching process in terms of management development activities, 
that is, in terms of off-the-job management education and skills 
training. Among the leading questions typically asked about such 
programmes of education and training for managers are whether they 
are consistent with the future needs of the organization, and whether 
they are based on sound theoretical principles of adult learning.12 The 
importance of the former is continually stressed in the strategic HRM 
literature, although, as I have observed in earlier chapters, the 
difficulties of forward planning in a rapidly changing environment and 
the lack of a widespread (across organizations) two-way linkage 
between competitive strategy/planning and HRM planning are 
among the reasons why many individuals view such programmes as 
having been driven by more immediate performance needs. As 
regards the second question, it has been suggested that adults and 
children learn in very different ways, and that such differences should 
be reflected in the content and teaching methods of management 
education and training programmes. Specifically, the content and 
presentation of management training programmes should draw and 
build on the experience of managers, be problem-centred and have 
some immediate applicability in the workplace. However, as I note in 
the subsequent discussion of mentoring, there is increased recognition 
of the fact that most management development actually occurs on the 
job. As well as formal mentoring programmes the importance of on­
the-job experiences in career development suggests that there may be 
certain organizational influences besides formal development pro­
grammes that can have an important influence (for good or bad) on the 
longer-term development potential of individual employees. For 
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Table 6.2 Management development matrix 

Stages Dominant job elements People relationships 

Apprenticeship Apply and enhance Establish mentor, 
technical expertise supervisory, and peer 
Bui ld performance record relationships 

Look at business enterprise 
and work with formal 
organization 
Test creative ideas 

O rganizational Management 
adjustments development activities 

Accept job tasks, but Orientation and ski l l  
reach out for challenges bui lding programs 
Tolerate low visibility Task force participation 
while bui lding influence Assum e  responsibility of 
Get confirmation from completing a major 
supervisor assignment 

Craftsmanship Choose technical specialty Maintain peer relationships Anticipate transitional Career assessment and 
and establish visibility in other offices problems planning 
Solve job-related problems Accept responsibi lity for Evaluate what is needed Identification of 
and assume more others' work in the technical area managerial ski l ls 
managerial responsibility Become less dependent on  Get feedback on  

supervisor performance 
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Table 6.2 continued 

Stages Dominant job elements People relationships 

Mentorship Assume leadership role in Become a mentor 
organizational un it and Extend interpersonal 
make business decisions relationships to include 
Relate objectives to external constituencies 
company objectives Provide feedback to 
Contribute to policy subordinates 
statements 

Spokesmanship Lead business Frequent contact with 
management team other executives and also 
I mplement corporate 'grassroots' 
objects Increased visibi l ity to large 
Perpetuate business community 
enterprise through 
strategic planning 

Organizational 
adjustments 

Mediate organization's 
and individuals' 
demands 
Balance giving freedom 
to and control l ing 
subordinates 

Make more complex 
decisions 
Manage demands of 
mu ltiple constituencies 
Balance career with 
outside demands 

Management 
development activities 

Acquire managerial ski l ls 
of planning, organizing, 
and leading 
Acquire 'people' skil ls of 
career appraisal, 
coaching, and counseling 

University-sponsored 
executive programs 
Executive sabbaticals and 
individual counseling 
Man�ge organizational 
change 

Source: David W. Lacey, Robert J .  Lee and Lawrence J . Wallace, 'Training and Development', in Kendrith M. Rowland and Gerald R. 
Ferris (eds.), Personnel Man�gement, Allyn and Bacon, Boston, 1 982, p. 319. 
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Table 6.3 Some general organizational influences in early career 
development 

The first assignment 
A challenging and demanding first assignment is important. 

2 The supervisor 
Supervisors should be trained and rewarded for developing new employees. 

3 Performance reviews 
Constructive, corrective feedback wil l  reduce role ambiguity for new 
employees. 

4 Career planning and goal setting 

Meetings with supervisors and staff specialists can seek to match the 
individual's career goals with the opportunities and expectations of the 
organization. 

S The peer group 
A peer group is a powerful instrument of socialization which can aid or h inder a 
newcomer's sense of identification with the organization. 

6 Family changes 
The newcomer may be simultaneously experiencing change in other aspects of 
their l i fe. 

Source: Douglas T. Hall and Francine S. Hall, 'Career Development: How 
Organizations Put their Fingerprints on People', in Lee Dyer (ed.), Careers in 
Organizations: Individual Planning and Organizational Development, New York State 
School of Industrial and Labor Relations, Cornell University, 1 976, p. 1 0. 

example, it has been argued that early career challenge is related to 
later career success, a relationship which can be strengthened by 
organizations taking note of the influences listed in Table 6.3. 

A BRIEF NOTE ON SOME EMERGING CAREER ISSUES 

A number of nationally representative employee attitude surveys in 
various countries have revealed that dissatisfaction frequently centres 
around concern about the perceived absence of promotion oppor­
tunities.13 This fact combined with certain features of contemporary 
organizational life (e.g. downsizing, flatter organizational hierarchies 
and the 'baby boom' generation limiting future promotion oppor­
tunities for newcomers) means, as mentioned earlier, that a substantial 
and varied number of career-related issues are currently high on the 
agenda of both HRM practitioners and researchers. It is not possible 
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to do full justice to the complete range of such issues in the confines of 
a single chapter. However, in this sedion I briefly highlight some of 
those which will increasingly confront a variety of organizations now 
and in the future, and then in the remainder of the chapter discuss two 
issues in rather more detail. 

The first issue considered here is that of establishing a 'dual ladder' 
system of career advancement, which basically involves two parallel 
career hierarchies for management and technical personnel resped­
ively. This is not a new issue for many organizations, although it has 
become of increased significance for some organizations in recent 
times as a result of some of the changes noted above. The rationale for 
such an organizational arrangement lies in a point made earlier in the 
chapter, namely that not all technical personnel (e.g. engineers, 
scientists) seek to (or indeed should) move through and into the latter 
stages of individual career development which increasingly involve 
managerial responsibilities. The basic aims in establishing such a dual 
career hierarchy are (1)  to attrad, retain and motivate high-quality 
technical and other professional personnel, (2) to provide individual 
opportunities to follow more optimal career paths, and (3) to focus 
strong technical skills on important projeds with minimum dis­
tradion caused by administrative details and managerial 
responsibilities.I4 

In principle individuals are offered a choice in such a system of 
advancing up the managerial hierarchy (and obtaining increased 
organizational power and influence) or advancing up the technical 
hierarchy (and obtaining increased autonomy), with equal levels of 
compensation and status attaching to equivalent positions in the two 
hierarchies. Some research in the USA, however, has revealed 
considerable divergence between the theory and practice of dual 
career hierarchies. IS In reality it appears that individuals in the 
technical hierarchy lack the organizational influence of their counter­
parts on the managerial ladder, and that the technical ladder often 
becomes the 'dumping ground' for failed managers. These findings 
have led to the suggestion that the management of technical 
specialists, such as scientists and engineers, should increasingly 
emphasize the role of significant and challenging projeds.I6 This is a 
theme returned to in Chapter 8' s discussion of team working 
arrangements. 

A second set of career-related issues increasingly confronting 
organizations has stemmed from the increased workforce partici­
pation rates of women in advanced industrialized economies over 
recent decades. At first this change stimulated concern about possible 
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discrimination at the initial recruitment and selection stage. More 
recently concerns have been expressed about the possible existence of 
a 'glass ceiling' which limits the progress of women up the managerial 
ladder. For instance, a recent report in Britain indicated that, although 
women made up nearly 80 per cent of the workforce in the National 
Health Service, they were seriously under-represented in senior 
management positions, accounting for only 1 7  per cent of unit general 
managers and 4 per cent of district and regional general managers 
(Financial Times, 2 August 1991) .  Such findings have shown up the 
need for more research on women in managerial positions, 17 while 
some organizations, particularly in the USA, have initiated mentor­
based development programmes to try and assist progress in this 
regard. The increased participation of women in the workforce has also 
meant that organizations are more often having to confront the fact of 
dual career families. Employees are often reluctant to undertake career 
moves that involve geographical relocation because of disruption to 
the working career of their spouse or partner. As a consequence it is 
not surprising to find that relocation packages increasingly involve 
some form of job-finding assistance for the spouse or partner. 

This set of issues is now entering a third stage, and raising the larger 
issue of relationships between work and home life. Kanter has used the 
phrase, the 'myth of separate worlds', to describe the process whereby 
organizations have traditionally acted as if employees only had the 
world of work and no home world.IB Organizations are gradually 
coming to realize that such an orientation is neither valid nor 
desirable; at one leading US university with which I have had some 
association, the president recently established a taskforce concerned 
with work/home life boundaries on the grounds that the pace of work 
for many senior faculty members had adverse consequences for their 
home life which, in turn, fed back into their work performance. One 
recent review paper, for instance, has argued that organizations need 
to help employees define the boundaries between home and work, 
that these boundaries should be increasingly flexible, that the value of 
transition time between home and work should be recognized, and 
that the family should be more consciously integrated into career and 
human resource management considerations.19 This paper contains a 
number of interesting, not to say potentially controversiaL proposals. 
For example, the authors argue against working at home and the 
provision of child care facilities at work on the grounds that a greater 
separation, rather than integration, of the home and work domains is 
desirable. They also discuss various other means of producing a more 
balanced, complementary relationship between work and home life, 
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which should be of interest to both HRM practitioners and 
researchers. Other individuals have gone further in arguing that ad hoc 
additions to employee benefits (e.g. flexi-time, job sharing, personal 
leave) are not sufficient to address the full range of work/family issues; 
rather there is a need to question more comprehensively the 
traditional assumptions that underlie career development practices in 
individual organizations.2o 

The final issue to be mentioned here is managing 'plateaued' 
employees, individuals who have reached a career point beyond 
which further promotion in the hierarchy is unlikely. This group has 
been sub-divided into two basic groups: 'solid citizens', whose current 
on-the-job performance is adequate, but whose further promotion is 
unlikely, and 'dead wood', who are currently performing below 
expectations and for whom further promotion is unlikely.!! The latter 
sub-group is of the most obvious concern to organizations in the 
increasingly competitive environment which they have to confront. 
There has been a limited amount of research which indicates sizeable 
differences between the job histories, attitudes and career stages of 
plateaued and non-plateaued managers, with some linkages being 
made with the business strategies pursued by the organizations 
concerned.!! There are also suggestions that the appropriate 
organizational strategies for 'solid citizens' might include job changes 
or career counselling, whereas for the ' dead wood' it tends to be the 
dismissal, demotion or early retirement options which are most often 
discussed. There is, however, a very real need for more research to 
examine the success of the various means adopted for dealing with 
plateaued employees, as well as more basic research on the reasons for 
career plateaUing. This is because of increasing suggestions that the 
likelihood of serious career plateauing will affect many more members 
of the baby boom generation in the next ten years or SO.13 
Accordingly it has been argued that organizations will increasingly 
need to find ways of substituting 'psychological success' for the finite 
(and shrinking) amount of promotional success. To this end a variety 
of recommendations have been put forward, which typically involve 
the development of more differentiated and self-directed career paths 
pivoting on lateral (rather than vertical) mobility. 

CAREER MENTO RING PROGRAMMES 

Formal mentoring programmes in individual organizations, par­
ticularly in the USA, have grown in number in recent times. There are 
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a number of reasons for this fact. First, some mentoring programmes 
have been initiated to try and help eradicate some of the more subtle 
influences that have limited the passage of women into the higher 
reaches of management. Secondly, there has been increasing 
organizational concern about, not to say criticism of (culminating in 
the so-called 'management competences' debate), the content, rele­
vance and transferability of the skills and knowledge of external 
training and management development programmes. As a con­
sequence there has been renewed interest in utilizing on-the-job 
experience as an important influence in the management development 
process. Related to this view has been the belief that the relatively 
informal mentoring process which is widely recognized to have been 
so important in the early career (Stage I) of many 'high performers' can 
be built upon and expanded through a formal programme; some 
individuals have, however, questioned whether such formal, 'im­
posed' programmes can fully replicate the strength and depth of 
mentor-protege relationships that are naturally and informally 
established. Box 6.1 shows some of the factors that led to the 
establishment of such a programme in one organization. 

There are numerous lists of the alleged advantages of a mentoring 
programme to both the mentor and the individual being mentored. 
For the mentor the benefits listed typically include satisfaction from 
developing others, peer recognition, exposure to new ideas and 
enhanced personal and profeSSional reputation, while the protege is 
viewed as likely to gain from career advice, improved self-confidence 
and greater understanding of both the formal and informal operations 
of the organization. For the organization as a whole it is frequently 
alleged that a formal mentoring programme can assist the manage­
ment succession process, aid internal communication and reduce turn­
over among individuals with high potential for senior management 
positions in the future. It has also been suggested that mentoring can 
be an important process for transmitting some of the leading values 
and beliefs of the culture of individual organizations/4 there may, 
however, be a potential problem here if the organization needs some 
form of cultural change. The decision to introduce a formal mentoring 
programme obviously raises a number of important questions about 
the appropriate design and features of the programme, in particular 
the issue of who should act as mentors. Table 6.4 lists one view of the 
appropriate and inappropriate characteristics of mentors. 

Such a listing should be viewed in the light of some research 
findings concerning the characteristics of managers willing to act as 
mentors for others. It has been reported that such managers are those 
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Box 6.1 Mentoring and career development: an example 

For this example I return to the engineering organization featured in 
Box 2.3. I n  the historically paternalistic culture described there, any 
mentoring occurred solely on an informal basis. The introduction of 
formal mentoring came about in  the late 1 980s as an integral 
component of the larger training and career development pro­
gramme which was a prominent part of the general programme of 
cultural change in the company (see Box 2.3). 

As we saw, training expenditure increased, but laid much more 
emphasis on managerial, as opposed to technical training. Second, 
the workforce was reduced from some 2,200 in 1988 to a projected 
1 ,000 in 1 992. Two more specific stimulants for the mentoring 
programme were (1) the general belief that too many 'good', 
professional engineers had moved into the managerial ranks in order 
to obtain promotion and (2) the findings of a workforce attitude 
survey (carried out prior to the introduction of a TQM programme) 
which revealed considerable concern about the lack of a long-term 
career development programme. 

An internal project team of some six individuals visited a number of 
'blue chip' companies to examine their approaches to career 
development. The result of the team's deliberations and find ings was 
the introduction of a dual  career ladder system, one for management 
and the other for technical special ists. And fi rmly embedded in this 
dual career system was a formal mentoring programme. 

This mentoring programme has basically two elements. F i rst, al l 
new graduate entrants from university (the organization takes on 
between two and six new graduates each year) in the last three or four  
years are paired with a mentor. This is a longer-term, essentially open­
ended arrangement which is expected to last at least five years. The 
graduates meet with their  mentor every two or three months for the 
first year or so, and then on something l ike a six-month basis in 
subsequent years. The second component of the mentoring pro­
gramme involves ind ividuals (non-graduates) who have been with the 
organization for three to five years and have been identified as having 
considerable longer-term development potential. As part of the 
succession p lanning process such individuals are put through an 
assessment centre exercise (typically one to two exercises occur each 
year involving groups of ten employees). The organization stresses to 
these individuals that it is their responsibi lity to manage their own 
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Box 6.1 continued 

careers, but a mentor is provided for each of them; it is, however, up to 
the i ndividual to arrange meetings with thei r mentor. Currently an 
attempt is being made to spread the mentoring principles of the 
assessment centre exercise more widely, albeit informal ly, throughout 
the organization via, for example, the process of performance 
appraisals. 

From the late 1 9805, anywhere between twelve and twenty 
individuals in any one year have acted as mentors. These are 
invariably members of senior management or techn ical specialists 
with a high reputation in their discip l ine. Mentors are selected on ti le 
basis of their influence and authority within the organization, and 
their interpersonal ski l ls .  The organization has also provided train ing 
workshops on how to act as a mentor. Although the primary onus is 
always on self-development, the mentors help ind ividuals map out 
their career plans through the identification of individual job 
assignments, relevant train ing cou rses and the means of improving 
individual aspects of their on-the-job performance. The immediate 
superior of the person being mentored is frequently involved in three­
party meetings in order to try and ensure reasonably clear l ines of 
communication and responsibi l ity. Although there has been some 
concern expressed that the assessment-centre-based programme 
may lead to a loss of 'key workers' (through a broaden ing of 
career horizons) this has not occu rred, at least to date, on any 
worrying scale. 

who are well educated, are satisfied with their own career progress 
and performance, attach considerable importance to the notion of 
career planning and have themselves benefited from being involved 
with a mentor.25 How have monitoring programmes worked out in 
practice? The answer seems to be a rather mixed, and variable, 
performance, with positive outcomes for both parties tending to be 
associated with a process of relatively frequent interaction, in which 
high levels of trust, informality and openness with information are 
apparenV6 the mentor involved in such successful relationships 
exhibits 'both a people and professional' orientation. It is, however, 
important to note that: (1 )  the alleged benefits of mentoring 
programmes for the organization as a whole have rarely been 
examined; (2) mentoring programmes may fit the competitive 
strategy of some organizations better than others; and (3) there may 
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Table 6.4 The characteristics of a mentor 

A good mentor: 

1 Already has a good record for developing other people. 
2 Has a genuine interest in seeing younger people advance and can relate to their 

problems. 

3 Has a wide range of ski l ls to pass on. 
4 Has a good understanding of the organization, how it works and where it is 

going. 

S Combines patience with good interpersonal ski l ls and an abil ity to work in an 
unstructured programme. 

6 Has sufficient time. 

7 Can command the respect of the protege. 

8 Has a network of contacts and influence. 

In contrast, a mentor should nol be someone who is 
1 Heavily engaged in company politics. 

2 A recently appointed job holder. 

3 Involved in low-profile work, 
4 'Obviously on the way down in the company'. 
S A manager of a high labour turnover department with low morale. 

Source: Adapted from David Clutterbuck, Everyone Needs Menlor, Institute of 
Personnel Management, London, 2nd edition, 1 991 .  

be some negative, unintended consequences of a formal mentoring 
programme, such as adverse effects on individuals who are not 
sponsored and a 'reproduction' of essentially similar types among 
senior managers.27 

LOOKING FOR THE I NTERNATIONAL MANAGER 

The increasingly integrated and competitive world economy has 
meant that individual organizations have an enhanced number and 
range of dealings with other organizations in different countries. As a 
result, organizations are more and more seeking to ensure that the 
career paths of their managers, particularly those of the potentially 
high performers, contain some element of international experience. In 
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Box 6.2 The development of international management teams 

These teams are based i n  one of ten product divisions of a large British 
corporation. The d ivision concerned cu rrently accounts for one-thi rd 
of the corporation's total turnover and employs some 27,000 people, 
which is  approximately 50 per cent of total employment in the 
corporation. Currently the d ivision has manufacturing operations in 
some 35-40 countries. 

The d ivision has a long h istory of manufacturing operations basp.d 
in countries outside the UK. Indeed as early as the late n ineteenth 
century, manufacturing operations were based in six or seven 
different countries with sizeable numbers of British workers (across the 
ful l  range of sk i l ls and positions in the d ivision) being temporari ly 
transferred abroad to help train local workers and start up the 
operations. For more than fifty years all foreign subsid iaries were run 
by teams of four  or five senior managers who were almost exclusively 
British expatriates. Such individuals were recruited from a relatively 
small select group of British universities. The d ivision has always made 
it clear that international experience is  essential for anyone seeking to 
enter the ranks of senior management. This fact is  well i l lustrated by 
the career history of the present chairman of the d ivis ion, who in his 
twenty years in the division has held positions in  Venezuela, Peru, 
Indonesia, the Far East and Brazi l .  

Some five years ago the divis ion took the decision to bui ld up a 
group of internationally mobi le Inanagers which was not exclusively 
British. This decision reflected the concern that they were losing some 
good local managerial talent in a number of foreign subsidiaries 
because the senior positions were reserved for British expatriates. At 
the same time they felt, in the context of the increased global ization of 
the market place, that it was desirable to avoid management teams 
that were very largely 'home grown' and 'inward looking'. 

As a result they are now bui ld ing up an internationally mobile group 
of managers who are recruited d i rectly from universities in a number 
of countries, as well as in  Britain. Thei r average age is early to mid­
twenties. They sign a contract indicating a wil l ingness to work 
anywhere in  the world and are viewed as h igh potential performers on 
the basis of an initial management assessment centre exercise. The 
qualities sought include academic excellence, intel lectual strength, 
the abi l ity to l ive with and manage change, mobi l ity, flexib i l ity, the 
abi lity to become fluent in foreign languages and a sensitivity to the 
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nuances of working in d ifferent cultures. Typically seven or eight (at 
most ten) are recruited each year and they in itially undergo a period of 
some 27 months training; three months in Britain (where they are 
trained as a team to help cement interpersonal relations) and then job 
train ing in their particular functional areas in two different countries. 
Before being sent abroad for the first time they undertake an intensive 
two-week language course. Fol lowing their 27 months of training, 
their first substantive assignment wil l be a two-year one in a country 
in which they were not trained and then thereafter they wi l l  typically 
work in d ifferent countries for two to four  years on each occasion. As 
the managers move up the organization (i .e. management role 
through committee or team member and then into general man­
agement) these overseas assignments are interspersed with 
involvement in a number of external training programmes based in 
business schools in Britain and elsewhere. 

The 1 990 intake consisted of one individual from Tu rkey, one from 
India, two from Germany and three from Britain. In the same year a 
new subsidiary in Argentina had a senior management team 
consisting of five individuals drawn originally from Britain, Italy, 
Argentina and Spain. Cu rrently some 1 10 of the total number of 300 
senior managers in the division are members of this internationally 
mobile group. There has been very l ittle loss of people from this group 
due to cultural adjustment problems, etc., because international 
assignments are the essence of their career path from when they first 
join the division. 

the Philips company, for example, the traditional job rotation 
approach to management development has been recently broadened 
so that Philips managers work on assignment in international joint 
venture operations in which the company is involved.2s The aim here 
is to bring about a senior management team with a genuine 
international orientation through the process of exposing them to a 
variety of organizational and national cultures. Box 6.2 outlines a 
rather different organizational approach to the development of a set of 
international managers. 

Organizational managers are increasingly talking of the need to 
'manage cultural diversity' in a more integrated, global economy with 
a particular premium being placed on minimizing interpersonal 
conflict and communication difficulties in order to try and ensure 
organizational effectiveness. Such a view raises the question of what 
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are the ideal charaderistics and features of an effedive manager in 
such a setting? One recent report based on company responses 
concluded that 'the significant thing about their replies is that, in 
contrast to the relatively lower priority assigned to hard or fundional 
skills, four of the six top charaderistics identified are soft skills, 
emphasizing the human skills involved in managing people from 
other countries and the manager's ability to handle unfamiliar 
situations' (Financial Times, 9 April 1991). The six leading 
charaderistics identified in this particular report were strategic 
awareness, adaptability in new situations, sensitivity to different 
cultures, ability to work in international teams, language skills and 
understanding international marketing. 

It needs to be recognized, however, that there is no single type of 
'international manager'. One recent article29 has, for instance, distin­
guished between: 

• the home-based manager, with a central focus on international 
markets and on overseas individuals; 

• the multi-cultural team member, who works on a series of 
international projeds; 

• the internationally mobile manager, who undertakes frequent, 
short visits to numerous overseas locations but who remains loyal 
to the parent culture; 

• the traditional expatriate, who carries the parent company culture, 
but spends lengthy assignments in a limited number of host 
countries representing the parent company; and 

• the transnational manager, who moves across borders on behalf of 
the corporation and is relatively detached from any single 
company HQ. 

Even these categories are capable of further division. For instance, 
the traditional expatriate category may consist of 'high potential' 
employees sent on assignment to widen their perspedive as part of a 
longer-term career development programme, individuals who are 
simply available and willing to fill an available post, and technical 
experts. Most of the existing research literature is concerned with the 
expatriate category of individuals. 

A recent review of the issue of 'intercultural competence' in relation 
to expatriate assignments identified a number of separate themes and 
strands in this literature.3o Firstly, there has been considerable 
emphasis on the adjustment process involved in such assignments, 
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with commentators talking of crisis (or culture shock), recovery and 
adjustment stages. Secondly, there has been the personality and 
attitudes approach in which traits such as empathy, tolerance and 
flexibility are emphasized as important selection considerations. 
Further studies have emphasized the importance of knowledge about 
other cultures, while yet others emphasize the importance of 
displaying appropriate communicative behaviour. Finally, others have 
identified the role of spouse and family considerations as being of 
particular importance in shaping the success or failure of expatriate 
assignments. 

A number of these considerations and influences will overlap to a 
considerable extent, although there still remains considerable debate 
as to the relative importance to attach to some of these factors in 
making selection decisions for expatriate assignments. The impor­
tance and difficulties of such decisions are in fact revealed by the 
relatively high 'failure' rates (Le. poor performance leading to early 
recall home or dismissal) of expatriate assignments, although there 
appears to be some inter-country variation in this regard.31 (In general, 
individuals from US companies appear to perform less well in this 
regard than individuals from companies in Japan, Europe and 
Scandinavia. Failure rates in US companies are frequently put at 20 per 
cent or more.) Among the leading reasons for 'expatriate failures' are 
poor selection criteria (Le. too much emphasis on technical criteria), 
inadequate preparation and support and family difficulties. Box 6.3 
reports on one expatriate assignment which appears to have worked 
out (for the individual concerned) rather better than many. 

The failure of many expatriate assignments led practitioners and 
researchers to concentrate initially on the identification of problems at 
the selection decision stage. The general belief here was that 
organizations had tended to over-emphasize technical abilities 
relative to other attributes necessary for effective performance in a 
different culture. The result was an increased emphasis on trying to 
identify individuals with the appropriate 'inter-cultural competence' 
skills and characteristics discussed earlier. A second phase of 
development has involved the increased use of training programmes 
to assist expatriates on assignment; the cultural sensitivity training 
programme at Farnham Castle in Britain is frequently mentioned in 
this regard.32 There have been numerous suggestions regarding the 
appropriate content of such programmes, with considerable emphasis 
being placed on involving the spouse or family members, although 
some individuals have raised questions about the appropriate timing 
of such training.33 More recently, organizations and researchers have 
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Box 6.3 Expatriate assignment 

This 39-year-old p roduction manager is a Finn who has been on 
assignment for 28 months in  a subsidiary in  Britain. He has worked for 
the parent company for eight years and this was his first assignment 
outside Finland. However, he al ready spoke English before the 
assignment and has a long history (stretching back into his chi ldhood) 
of moving house and changing area of l iving (largely within Finland, 
although including a period in Sweden) which, in his view, has tended 
to make him a relatively flexible and adaptive individual. The parent 
company also has a long history of foreign involvement, with 
subsidiaries, joint ventures and projects existing outside Finland. 
Indeed it has a board-level ind ividual specifically responsible for 
foreign projects, who has acted as something of a 'mentor' for the 
production manager. The production manager was able to draw on 
his mentor's knowledge before going on  assignment and has been 
'looked after' by him back at head office. The mentor is due to retire 
shortly and the production manager has been promoted into his post 
when he returns to Finland. 

The production manager took part in a series of cross-cultural 
training sessions provided by two British teachers in Finland before he 
went on assignment. These were spread over something l ike twelve 
months when many British ind ividuals newly recruited to the 
subsidiary were over for counterpart training in the Finnish parent 
company. The cross-cultural training sessions were also avai lable for 
the spouses of F inns like him going on assignment to the British 
subSidiary. He felt the train ing was useful, although not sufficiently 
workplace-based in focus. Indeed, he found the information provided 
by his mentor, other experienced managers ( in foreign assignments) i n  
the  Finnish parent company and the  interactions with British 
employees over for train ing in Finland more useful as preparation for 
his own assignment. 

He commented on a number of the d ifferences he found as a F inn 
working in a British organization over the 28 months of the 
assignment. These included the fact that things happen more slowly in 
British organizations, there is less of a team working tradition among 
managers in Britain, there is much more written, as opposed to verbal, 
communication among managers ('too many memos'), and actions 
are not always followed up as quickly or closely as in Finland. 
Nevertheless, the assignment has worked out well for h im. He has 
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been promoted and his wife and chi ldren have enjoyed l iving in  
Britain, so  much so  that he  wonders i f  h i s  wife may have something of 
a 're-entry' problem to Finland. However, he did stress that much of 
the satisfaction with the assig;lment may have been more the result of 
good luck than careful org<'ln izational planning. For instance, he only 
began thinking about his move back to the parent company in the last 
eight months of his assignment in Britain. He felt that he was fortunate 
in obtain ing a promoted position back in F in land because his mentor 
was due to retire and a number of managers he was friendly with back 
home had also been promoted. He cited another company in Finland 
which gives an assurance to employees before they go on assignment 
that they wi l l  be promoted on their return if they perform well there. 
He had no such guarantee and felt as a consequence he had been 
thinking much more about his future than his job in Britain for the last 
eight months. In addition, his wife's enjoyment of the time in Britain 
was again due more to fortunate circumstances than to careful 
planning. She had made friends in the local area largely through the 
managing d irector's wife, who was also a Finn, and as a result of her 
chi ldren in the local school bringing her into contact with other wives 
and parents. In general he felt that the human resource management 
function of the subsidiary had not done enough to ensure that 
expatriates l ike him were not subject to spouse and family pressures 
due to a fai lure to integrate into the local community. 

begun to consider questions concerning the re-entry of individuals to 
the home organization following an assignment abroad.34 This 
repatriation phase appears to be relatively more successful as a result 
of a variety of HRM initiatives undertaken prior to, during and after 
the assignment abroad. As a summary of these various approaches to 
trying to produce more effective expatriate assignments, Table 6.S 
sets out a list of proposed initiatives under the headings of selection, 
preparation, support and repatriation. 

The topic of international managers is picked up again and pursued 
in subsequent chapters where reference is made to the subjects of 
international management teams (Chapter 8) and international HRM, 
specifically international joint venture operations (Chapter 9). 
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Table 6.5 Steps to facilitate the success of expatriate assignments 

1 Selection 

The domestic employment record of potential expatriates should be examined 
to see: 

• how well they have responded and adapted to change; 

• how they have handled opinions, attitudes and behaviour that is different from 
their own; 

• how self-confident and self-reliant they are; 

• how wel l they deal with stress; 
• whether they are at ease with meeting and learning from new people. 

2 Preparation 

• Comprehensive and detailed information is provided by the company about 
the compensation package (and its impl ications) involved in  the assignment. 

• A training orientation programme concerning the country's culture and 
customs is p rovided by the company. 

• A site visit for employee and fami ly is arranged beforehand as a fami l iarization 
step. 

• The organization makes clear to the employee its expectations and 
performance criter.ia in relation to the assignment. 

• Some language training is provided. 
• Time off from the current home-based work is provided to help ease the 

transition to the foreign site. 

3 Overseas support 

• Regular channels of communication are established between HQ and the 
expatriates on assignment. 

• Attention is given to organizing social activities for expatriates. 

• Language instruction continues in the early stages of the assignment. 

• Mentors are provided for the expatriates both at the home and foreign sites. 

4 Repatriation 

• The organization begins to in itiate steps to reposition the person on expatriate 
assignment at least six months before the assignment is completed. 

• The re-entry position should reflect and uti l ize the skil ls, perspectives and 
experience gained from the assignment. 

Source: Gary R.  Oddou, 'Managing Your Expatriates: What the Successful Firms Do', 
Human Resource Planning, 14 (4), 1992, pp. 301-8. 
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EMPLOYEE-MANAGEMENT 

COMMUNICATIONS 

INTRODUCTION 

In  advanced industrialized countries where collective bargaining was 
traditionally the centrepiece of the human resource management 
system, management communication with employees was essentially 
indirect, with information to employees reaching them (essentially as 
union members) via the union. This occurred through the medium of 
employee representatives on both joint negotiating and joint 
consultative committees; admittedly these indirect flows of informa­
tion were often supplemented with notice board postings and 
company newsletters. In such systems it was in fact the 'household 
name' non-union firms which were characterized by the most 
comprehensive communication arrangements targeted at individual 
employees. l  Such firms, for instance, frequently conducted employee 
opinion surveys in order to identify (and remedy) any sources of 
possible job dissatisfaction that could trigger a demand for union 
representation among their employees. 

The HRM literature strongly emphasizes the importance of 
extensive internal communication arrangements as an integral 
component of a comprehensive human resource management policy 
mix; this literature views the subject area of employee-management 
communication as important in its own right and as an integral 
element of proposed changes in other areas of the HRM policy mix 
(witness, for instance, the importance attached to prior consultation/ 
discussion in relation to performance appraisal and performance­
related pay). And certainly in recent years a number of companies in 
various countries have expanded both the number and nature of 
mechanisms for communicating more directly with individual 
employees. Accordingly in this chapter I review the evidence 
concerning the alleged growth of new communications arrangements, 
using Britain as an example, and then discuss in some detail two 
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particular communication mechanisms, namely team briefing 
arrangements and employee opinion or attitude surveys. These two 

. mechanisms are chosen for discussion because they illustrate the 
desirability of a set of communications arrangements which facilitate 
the passage of information both up (i.e. attitude surveys) and down 
(i.e. team briefing) the organizational hierarchy. 

TH E GROWTH OF COMMUNICATION ARRANGEMENTS 
IN BRITAIN 

The 1984 workplace industrial relations survey provided a number of 
useful pointers in this area.2 Firstly, the authors reported that overall 
'systematic use of the management chain' and regular meetings 
between management and employees were the leading channels of 
communication, although there was considerable inter-sectoral varia­
tion in this regard. Secondly, terms and conditions of employment 
and major changes in working methods were, according to manage­
ment respondents, the leading subjects of such communication, 
although employee representatives reported considerably less com­
munication concerning changes in working methods. And finally the 
information on recent employee involvement initiatives suggested an 
increase in two-way communications, whereas structural innovations 
(such as the presence of a joint consultative committee) remained 
essentially stable in the early years of the 1980s. This suggested 
growth in two-way communications arrangements tends to be 
confirmed by examinations of individual organization employee­
involvement statements issued under Section 1 of the Employment 
Act 1982.3 

One review article, which drew together the results of a number of 
surveys specifically concerned with communications arrangements, 
reported that written employee reports and oral team briefings were 
the increasingly favoured methods of employee communication.4 For 
example, the proportion of companies using employee reports 
increased from 22 per cent in the mid-1970s to 62 per cent in 1981, 
while the proportion using team briefing arrangements increased from 
5 1  per cent in 1975 to 58  per cent in 1981.  Finally, a survey of 
communication methods at corporate, divisional and establishment 
levels indicated that a substantial number of respondents used 
multiple methods of employee communication.5 
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The use of a multi-method or package approach to employee 
communications reflects a number of considerations. These include the 
varied aims or reasons for communicating with employees, such as the 
desire to 'educate them in the economic realities of the business' or to 
try and build a closer employee-organization identification and 
commitment process, and the fact that different methods of com­
munication have individual strengths and weaknesses. For example, 
the belief that face-to-face, verbal communication with immediate 
supervisors concerning 'local matters' is particularly favoured by 
individual employees has clearly influenced the increased importance 
attached to team briefing arrangements. Table 7.1 sets out an example 
of the multiple methods approach to employee communication. 

Two obvious questions arise concerning the increased organiza­
tional attempts to communicate directly with employees. First, what, 
if any, evidence exists concerning its degree of success, and, secondly, 
how have the trade unions responded to such initiatives? It is 
obviously difficult to provide tangible, objective evidence of any 
'bottom line' pay-off to communication initiatives. Nevertheless one 
or two findings can be usefully noted here. Firstly, most organizations 
rarely formally evaluate their processes of employee communication, 
tending to rely largely on informal employee feedback. And in 
generaL such feedback has suggested that: (1)  employees value 
information that is directly relevant to their immediate local working 
needs and concerns and (2) the information provided is generally 
regarded as credible, although there is some variation here according 
to the characteristics of the employees and the subject matter of the 
information;6 younger, male, skilled manual workers tend to be the 
most sceptical about the credibility of information, with information 
concerning financial performance producing an above-average degree 
of scepticism. Management frequently looks to communications 
programmes as a way of enhancing 'employee morale', and certainly 
both the 1980 and 1984 workplace industrial relations surveys have 
suggested a positive relationship between the reported industrial 
relations climate of an establishment and the extent of information 
provision to employees, particularly concerning major changes in 
work practices, investment plans and the financial position of the 
organization.7 However, there has been little systematic research 
designed to identify the relevant lines of causation involved here and 
to control simultaneously for the effect of other possible factors. 

As to the second question, the unions in British Telecom (UK) have 
expressed the concern that the increased emphasis on direct employee 
communication (see Table 7 .1)  may result in reduced union-
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Table 7.1 The employee communications package at British 
Telecom (UK) 

1 Attitude surveys 
Two major ones were conducted in 1 986 and 1 988, with a smaller one 
occurring between these two. 
The results provide a range of communications targets and objectives for l ine 
managers to achieve which are to be assessed in the l ight of the results of 
subsequent surveys. 

2 Team briefings/meetings 

The 1 986 attitude survey revealed that some 60 per cent of respondents felt this 
to be the most effective form of communication. 
Voluntary team briefings occur on a monthly basis, with more than three 
quarters of managers and employees in districts being regularly involved in  
them. 

3 The 'Speak-Up Campaign' 
In itiated in 1 987, employees can seek a phone or written reply to questions 
concerning company matters. 

4 The 'Open-Line Facility' 
This variant of the above is a recorded telephone message (updated daily) 
covering national and local developments in  the company. 

5 'Walking the Job' 
Local managers are encouraged to be more visible and accessible to their staff. 

6 Video 
Videos are increasingly used to explain and promote particular initiatives or 
developments. 

7 Publications 
More than 70 regular publ ications (largely produced in-house) are aimed at 
various groups of staff. 

8 Training 

The training unit (more than 2,000 employees) provides in-house courses to 
improve the communications skil ls of managers (e.g. appraisal, counsell ing, 
effective meetings) and support related developments, such as the total quality 
programme. 

9 Direct mail 

This has involved circulation of the company newspaper and a short report on 
company performance. 

Source: Adapted from Industrial Relations Review and Report No. 449, 10 October 
1 989, pp. 1 1-14. 
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management consultation, while a newspaper article (Financial Times, 
11  February 1991) indicated that some union officers feel that 
developments such as team briefing pose a threat to 'collectivist' 
notions in the workplace unless the unions are fully involved. 
However, there is clearly considerable variation in individual union 
attitudes and responses at individual workplaces: 

Responses to the introduction of communication programmes have 
varied. From initial 'veto' responses of attempting to implement 
boycotts, there has been an increasing tendency for trade unions to 
respond in like manner by improving communication to their 
members. In general, trade union response has been highly contingent 
upon the nature of the existing relationship with the employer, the 
extent to which they have been involved in the new systems, and on 
the attitudes of key individuals such as convenors.8 

It has been further suggested that (1) there is little evidence that 
communication packages have been designed, or successfuL as a 
union substitution device on any sizeable scale and (2) such packages 
appear to have influenced more obviously the conduct rather than the 
outcomes of collective bargaining. 

However, these attempts to develop more of a cohesive, package 
approach to communications in individual organizations, with in 
particular an emphasis on having both top down and bottom up 
measures, are arguably the most positive developments in the 
communications area. The less positive aspects are that com­
munications arrangements tend to be evaluated (if at all) in a very 
loose, informal manner and that some individual approaches to 
communication have been rather 'over-sold' in recent years. Against 
this general background I now turn to discuss in more detail the nature 
of team briefing as an employee communication device. 

TEAM BRIEFING 

The essence of team briefing is typically a 'top down' communication 
approach in which information flows or cascades down the manage­
ment hierarchy through a series of linked meetings, involving a 
superior verbally communicating information to, and answering 
questions from, a group of employees for whom they are responsible. 
The information conveyed covers, in the main, their immediate work 
area and situation, although information concerning certain higher-
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Table 7.2 Principles for preparing and presenting a team brief 

Preparing 

1 The majority of the brief (i.e. 70 per cent) should be of local, specific interest 
and concern to the particular group being briefed. 

2 The brief should involve a m ixture of information covering longer-term, on­
going items and issues, and shorter-term, more immediate issues. 

3 The items to be included in a brief should be gathered and built up over the ful l 
period of time between individual briefs. 

4 To the locally based information should be added any items from the 'core' 
brief which are intended for the organization as a whole. 

S The items in a brief should typically cover four broad subject areas: 
(a) progress (e.g. measures of performance, budget, targets); 
(b) policy (e.g. procedural changes); 
(c) personnel (e.g. appointments, leavers, promotions); 
(d) points for action (e.g. housekeeping items). 

6 For the first brief: 
(a) try and anticipate any questions you may be asked; 
(b) choose items careful ly to avoid conveying any impression that this will be a 

mechanism always associated with 'bad news'; 
(c) start with items which you feel most knowledgeable about and comfortable 

with; 
(d) ask the team for any suggestions concerning the sort of items they would hope 

to see covered in the future; 
(e) explain the basic 'ground rules' (e.g. it is not a session for airing grievances). 

Presenting 

1 Have briefing notes but avoid reading them out verbatim. 

2 Welcome the team. 
3 Note any absentees and brief them when they return to work. 

4 Indicate the t ime involved (e.g. 30 minutes) and the structure of the brief: 
(a) what you will cover; (b) cover it; (c) summarize major points of it. 

S Encourage note-taking. 

6 Encourage questions: 
(a) after individual items or a block of items; 
(b) confined to the subject of the brief; 
(c) essentially questions of clarification and elaboration. 
7 Maintain eye contact as much as possible, particularly if using visual aids. 
8 Certain material can be prepared as hand-outs. 
9 Use your own words. 
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Table 7.2 continued 

1 0  I l lustrate points with examples which the team can relate to. 
1 1  Periodically check understanding, particularly in absence of questions. 

1 2  If you cannot answer a relevant question, say so. Indicate you wil l  seek the 
information and get back to the individual concerned as quickly as possible 
(e.g. within three days). 

1 3  Keep t o  time schedule. 

14 End on a positive note. 

1 5  Summarize main points. 

16 Thank for attendance. 

1 7  Indicate t ime and place of next brief. 

Source: Based on material from the Industrial Society. 

level developments will also be presented as a result of its coverage in 
the 'core brief' (which goes to all briefing groups). Typically, briefing 
occurs on a monthly basis, with the size of briefing groups varying 
between four and fifteen individuals. 

The team briefing approach in Britain is very much associated with 
the advocacy and work of the Industrial Society, which has claimed to 
have helped introduce such arrangements into over 500 
organizations. Accordingly, Table 7.2 sets out some of the leading 
principles advocated by the Industrial Society for the preparation and 
presentation of team briefs. 

The alleged benefits of the team briefing approach have been listed 
as follows:9 

1 It reinforces management by emphasizing the role of the 
individual manager as a leader, a reliable source of information and 
as the individual who is accountable for the performance of their 
staff. 

2 It increases employee commitment to the immediate task and the 
larger organization itself by informing and explaining to 
employees matters concerning their performance, achievements 
and objectives. 

3 It prevents misunderstandings by providing accurate and up-to­
date information from a key source. 
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Box 7.1 Team briefing: guidance notes for briefers 

1 Headlines 

Major items of interest to be covered in the brief (d. 'News at 
Ten'). 

2 Overall state of business 

Derived from MD's brief, i ncludes general comments on 
economic situation, markets, corporate developments. 

Questions 

3 The other businesses in outline 
Covering previous month's business performance and derived 
from individual business d i rectors' briefings. Special items of 
interest including marketing promotions or new product should 
be expanded on - possibly by having specialist at brief. Heavy 
reliance on visual aids. 

4 You r  business in detail 

Questions 

Detailed look at business performance covering: 

• Health and safety 
• Business indicators (sales, profits, turnover) 
• Production matters (methods, equipment, manning etc.) 
• New products and marketing etc. 
• Organization changes (transfer, promotions, retirals) 

(Some of these issues briefed by company/dept specialists) 

Questions 

5 Personnel issues 

Derived from Personnel - job news in other departments, 
changes in  senior management, industrial relations issues, new 
procedures, update of negotiations, welfare issues. 'Topic of the 
Month'. Preferably del ivered by a Personnel Special ist. 

Questions 

6 General 

Any 'one-off' items, visits, news of employee success in sport, 
charity, etc. 
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Box 7. 1 continued 
Final questions 

Where handouts are thought suitable they should be distributed at 
the end of the briefings for taking away, rather than during it. 

4 It helps employees to accept the need for change by setting out 
the reasons for the necessity of change. 

s It helps to control the informal 'grapevine' by ensuring that the 
information which management wish to convey actually reaches 
the employees. 

6 It improves upward communication by permitting and indeed 
encouraging constructive feedback suggestions and responses 
from employees. 

It has to be said that many HRM researchers would view this as a 
very (overly?) ambitious set of objectives (particularly as regards the 
likelihood of successfully confronting the 'grapevine'), which may 
have tended to inflate management's expectations concerning the 
impact and performance of such arrangements. 

Box 7. 1 sets out the guidance notes that one personnel manager in a 
manufacturing plant has prepared for the individuals acting as team 
briefers. 

The increasing popularity and use of the approach outlined in Table 
7.2 is well illustrated by Box 7.2. This is an extract from a bigger 
company document produced in mid-1990 concerning organizational 
change in one large private sector organization. 

Unfortunately, there has been relatively little systematic empirical 
research concerning the nature and effectiveness of team briefing 
arrangements. One recent case-study-based research exercise, how­
ever, found little evidence to support any view that team briefing had 
substantially enhanced individual employees' sense of organizational 
commitment.1o Moreover, one employee communications consult­
ancy organization has conducted a survey which suggests that the 
principles of team briefing tend to be rather loosely implemented in 
practice (Financial Times, 19 July 1991). Specifically, they highlighted 
the fact that the message of the core brief is frequently distorted as it 
passes down successive levels in the management hierarchy. In 
addition, a study of the operation of team briefing in a manufacturing 
plant, retail organization and NHS district has highlighted a number 
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Box 7.2 Introducing team briefing 

Six guiding principles for the communication processes were estab­
l ished, referring to both written and oral communications, formal and 
informal channels: 

• Information should be shared . 

• Communications should be honest, clear, timely and relevant. 

• Face-to-face communication by l ine management is the preferred 
means of communicating. 

• A primary responsibi l ity of every l ine manager is two-way 
communication. 

• The content of decisions should be explained and answers given in  
a timely manner. 

• Competitive sensitivity and personal privacy should be respected. 

Team briefs are to be held at least once a month (after four months, 
regularity of team briefs will be reviewed). These wi l l  be the main 
vehicle for communications within [the organizationl. Unti l  the team 
briefs are up and running the [internal] Bu l letin wi l l  communicate the 
kind of information which will form the basis of the team briefs once 
they are operating. 

Team briefs should provide information on business progress, 
policy changes, staff changes and postings, and the local impl ications 
of corporate decisions. More importantly they provide a means by 
which employees can ask questions and express opinions. 

Team briefs are based on a model created by the UK Industrial 
Society. In  [the organization) they operate as fol lows, with the entire 
process taking less than 72 hours. Senior executives at each major site 
meet with their di rect subordinates. Some of the topics wi l l  cover the 
deliberations of the previous GMG meeting. A question and answer 
session forms part of each meeting; lengthy written handouts should 
not. Questions should be answered (or at least acknowledged) within 
48 hours. Members of these team briefs then hold meetings with their 
subordinates and so on until the whole of [the organization) has been 
covered. Each team brief should ensure that the impl ications and 
context of al l  decisions taken is exp lained. Notes on staff feedback 
should be made and passed back up the l ine. 

The size of each group, where possible, should be l im ited to 
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Box 7.2 continued 

between eight and ten people. For employees in remote locations, 
videos and written summaries wi l l  replace team briefs. Extraordinary 
team briefs may be cal led from time to time. 

Training material wi l l  be available, and training in communications 
skills incorporated into management training programmes. Line 
managers wi l l  be assessed on their communications ski l ls .  

Surveys of employee attitudes wi l l  back up the communications 
process. 

of practical problems in the operation of such arrangements. l l  These 
problems included the irregularity of briefing sessions, employee 
absences, the continuing strength of the grapevine as an alternative 
(and more favoured) source of information and the difficulty of 
ensuring relevant material that will be of interest and concern to 
employees. Various individual company-based reports of the work­
ings of team briefing arrangements also report a number and 
variety of difficulties, such as inadequate training of briefers, union 
opposition to involvement and highly variable levels of employee 
attendance.12 Nevertheless the majority of management (only) 
respondents apparently view their team briefing arrangements as 
reasonably effective.13 

My own experience with a number of organizations that operate 
team briefing arrangements suggests very much a mixed picture, with 
the nature of the arrangements, and their resulting effectiveness, being 
highly variable. For instance there appear to be basically three models 
of team briefing operated by management. The first (and least 
satisfactory) is the management monologue whereby managers and 
supervisors simply tell employees what is going on - i.e. it is very 
much a one-way process of communication. The second is where 
management permits questions from the employees being briefed, but 
these are strictly limited to questions of clarification and further detail 
of the points raised by management (the aim here being to ensure that 
team briefing does not become a grievance session). The third 
approach is where management seeks a 'constructive input' from 
employees by asking for their comments, suggestions and reactions to 
some of the items raised in the brief. Furthermore the workings and 
perceived performance of team briefing appears to be highly 
contingent upon the circumstances of individual workplaces, as I have 
continually encountered views from management ranging from 'team 
briefing has been a great success' to 'it has been full of problems and 
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Box 7.3 Contrasting cases of team briefing 

Organization A is a 400-bed psych iatric hospital which is being run 
down and is schedu led for closure in  the mid-1990s. Team briefing was 
introduced some five years ago, fol lowing very much the model of the 
Industrial Society; indeed the Industrial Society was instrumental in 
the original training and establ ishment arrangements. It is compulsory 
to attend briefing sessions which occur on a monthly basis and 
typically involve groups of ten employees. Team briefing is very much 
viewed as a management tool, with the two-way aspect of the process 
being restricted to employees asking questions only of detai l  and 
clarification. The basic aim has been to ensure that 85 per cent of a l l  
employees receive a face-to-face briefing within a three-day period. 
This a im has been consistently achieved over the five-year period of 
operation. Relatively minor problems have been encountered such as 
sessions initial ly taki ng too long, but the overal l  success of the 
programme is not questioned. This judgement reflects the fact that 
the basic objective (above) has been consistently achieved, team 
briefing has been diffused to the rest of the health district, some 
positive innovations in the basic arrangements ·have ironed out 
certain early problems (e.g. monitoring of briefers to ensure consist­
ency and accuracy of message and improve ind ividual presentation 
styles) and there have been positive spi l lover effects to other aspects 
of communication (e.g. helped to revive the moribund joint con­
su ltative committee) and management within the hospital .  

Organization B i s  a manufacturing plant with some 400 employees, 
where team briefing has been in operation for nearly two years. The 
briefing occurs on a monthly basis and involves sessions after normal 
working hours (which the company pays for) that tend to last 30-40 
minutes. In some areas of the plant there is nearly 100 per cent 
attendance at these sessions, whereas in other areas the figure is  as 
low as 30 per cent. Furthermore, the union representatives on the 
joint consultative committee have continually voiced criticisms of its 
operation, suggesting that its content is often of l imited interest and 
relevance to employees (e.g. industry sales trends), i s  poorly p resented 
(e.g. too much use of graphs and tabled i nformation) and some 
briefers do not adequately fol low up and respond to employee 
questions. Management is also concerned about the current workings 
of team briefing. Some feel that it is conveying too much bad news 
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Box 7.3 continued 

which is depressing employee morale, whereas others point to 
instances of incorrect and inconsistent interpretations of material 
provided by individual briefers. Some managers feel that the 
arrangements should be temporari ly suspended and then relaunched 
after the aims of team briefing are more clearly formulated, the 
briefers are put through an interpersonal ski l ls training programme 
and the market situation facing the company shows some con­
siderable improvement. 

difficulties to the extent that we are thinking of revamping it or even 
abandoning if. These highly variable stories are illustrated by Box 
7.3. In organization A, team briefing has been judged (at least by 
management) to be a great success, whereas in organization B the 
arrangements are experiencing very considerable operational dif­
ficulties; indeed org�nization B is currently devising a new training 
programme for its briefers to enhance both their confidence and 
presentation skills. An important task for future research is to 
determine which of these two cases is the more typical of the 
experience with team briefing in the system at large, and to identify 
the organizational contingencies which aid or hinder the operation of 
such arrangements. 

Finally, I recently conducted an 'audit' of a pilot experiment with 
team briefing in one part of a large public sector organization. The 
pilot experiment lasted six months and discussions with both briefers 
and those being briefed led to a number of recommendations. Among 
those I would highlight as larger, potential lessons are these: 

1 Because the core brief went to everyone, it has an 'implied 
importance' which made for some difficulty in ensuring a 70-30 
split in favour of local level material (see Table 7.2). Indeed 
employees consistently urged that the brief needed to be more 
locally specific in nature - i.e. cover matters of direct interest and 
relevance to their own individual department. 

2 Some 85 per cent of all employees in the pilot scheme area were 
briefed on a monthly basis for the six-month period. However, 
management were concerned that so few questions were asked by 
employees in the sessions. According to employees the lack of 
questions resulted from the fact that the briefing tended to cover 
items and issues where decisions had already been made by 
management so there was little point in raising questions. 

Copyrighted Material 



1 68 Human resource management 

3 Related to the above point, the organization concerned was 
undergoing considerable change and employees wanted more 
coverage in the briefs of issues concerned with the future direction 
of the organization. 

4 The organization concerned has a newsletter and some briefers 
felt that the content of the newsletter and briefs overlapped too 
much, with the appearance of the newsletter before the briefing 
sessions tending to downplay the importance of the latter. 

S The information conveyed in the briefs and the answers to 
questions were overwhelmingly viewed by employees as credible 
and honest. However, some concern was expressed that certain 
key items of information (particularly concerning future 
organizational directions) were being held back from the briefing 
sessions. 

The latter observation is particularly important. Team briefing is a 
device for improving employee-management communications, al­
though its success will be strongly influenced by the extent and 
quality of communications between the different levels of manage­
ment. Obviously there are certain items of information that senior 
management will always . want to (and indeed need to) treat as 
'confidential ones'. This being said, serious thought needs to be given 
to the notion of reducing the extent of such 'limited circulation' items. 
Nothing will undermine the operation of team briefing more 
effectively than the non-appearance of an item of priority concern (to 
employees) in a brief, although it has been picked up and reported 
elsewhere (e.g. the local newspaper) and thus has pushed the 
grapevine into operation. Such a message or lesson would appear to 
transcend the particular circumstances of the organization discussed 
here. 

EMPLOYEE A TIITU DE SURVEYS 

As indicated earlier, historically the use of employee attitude surveys 
has been disproportionately associated with certain well-known non­
union firms, particularly in the United States;I4 attitude surveys (and 
feedback) have also been a prominent intervention technique utilized 
by many organization development and change practitioners from 
the 1970s (often in non-union organizations). Although one would 
not want to exaggerate the extent of the change, the 1980s and 1 990s 
have certainly seen more organizations, particularly in the unionized 
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Table 7.3 Issues in the organization and administration of an 
employee attitude survey 

Organization 

Who assumes responsibi l ity? 
Typically this is the personnel management department, although a strong 
senior management commitment to the exercise is necessary to ensure the 
co-operation of l ine managers. 

2 Who wil l carry out the survey? 
The options here are: 

(a) in-house, which is relatively cheap, although they may lack expertise and 
employees may feel that there is less guarantee of anonymity in  the responses 
and that the results may not be acted upon by management; 

(b) commercial agencies which may have the necessary experience and can help 
management put the results in  some sort of context (i.e. comparison with 
results in other companies), although they are relatively expensive; 

(e) university researchers, who may be a useful half-way house between (a) and 
(b). Their potential strengths are experience and being less expensive than 
commercial agencies, although they may wish to publish some of the results. 

3 Who will participate? 
The aim here is to achieve a relatively high response rate from a cross-section 
of the workforce which will provide a valid basis for generalization to the 
workforce as a whole. This could involve: 

(a) seeking responses from the population or full workforce; or 
(b) seeking responses from a sample of the workforce which is representative of 

the workforce as a whole according to factors such as gender, age, length of 
service, etc. 

Techniques 

There are certain key or core sets of questions that inevitably figure in such 
surveys, although a pi lot test is useful to help identify any organization­
specific issues that should be included in the final instrument. 

2 The length of the questionnaire needs to balance out the need for a 
reasonably comprehensive coverage of issues and items with that of 
maintaining workforce wil l ingness to complete all questions. 

3 S imple 'Yes/No' answers are less popular than scaled categories of response 
(strongly d isagree through to strongly agree), with an even number of 
response options tending to minimize the opportunity to respond always in  
the middle ground. 

4 Although they may pose some coding difficulties, it is useful to provide the 
opportunity at the end of the questionnaire for employees to add extra 
observations and comments of their own. 
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Table 7.3 continued 

5 The communication and administration of the questionnaire should both 
emphasize and guarantee the anonymity of answers and responses. This 
means that both the feasibi l ity and desirability of 'chasing up' non­
respondents is and should be l imited. 

6 The 'disaggregation' of the ful l  set of responses should not reach too fine a 
level of detail to maintain the anonymity of individual respondents in, for 
example, small departments. 

7 Pilot tests are useful to ensure all important issues are covered, individual 
questions are understood and the length of time required for completion can 
be assessed. 

8 Publ icity of the survey by various means contributes to the final response rate 
and signals the importance attached to the exercise. 

9 Al l  the questionnaires should be administered and completed over a relatively 
short space of t ime, such as two working weeks. 

Source: Adapted from IDS Study No. 462, Employee Attitude Surveys, July 1 990. 

sector, making use of regular or one-off employee attitude surveys to 
investigate individual topics (e.g. communications arrangements) or 
else a more broad-ranging set of questions and issues; the 1990 
Workplace Industrial Relations Survey indicates that the use of 
surveys/ballots increased from 12 to 1 7  per cent of all establishments 
in the period 1984-90, although this method was much less used than 
other communications devices.ls Table 7.3 lists some of the key issues 
that any organization contemplating an employee attitude survey 
needs to consider. 

It is also important to take heed of the folloWing: 

It is vital that the objectives of a proposed survey are made very clear 
from the outset, as there is a real danger of raising expectations which 
the company is not prepared to fulfil. If you are not definite about the 
issues on which you are prepared to take action, it is counter­
productive to include them. Inclusion of a specific issue implies that 
management is planning to do something about it.16 

Obviously no two surveys are exactly alike in terms of the basic 
pattern of results and findings obtained. Nevertheless on the basis of 
the employee attitude surveys I have conducted in a variety of 
organizations in recent years, the following observations are worthy 
of some note: (1)  some of the results in individual surveys simply 
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Box 7.4 Selected findings from two employee attitude surveys 

Organization A was a long-establ ished publ ic sector body with nearly 
1,000 employees. A 10 per cent random sample of the workforce in 
1989 revealed that 42 per cent expressed some degree of overall job 
dissatisfaction, 61 per cent expressed some degree of d issatisfaction 
with employe�management communications, 69 per cent expressed 
strong dissatisfaction with the level of consultation and information 
concerning job changes, 90 per cent claimed that they were rarely, if 
ever, praised by supervisors for a good day's work, and 20 per cent 
expressed strong d issatisfaction with their level of pay. 

Organization B was a manufactu ring plant which had some 400 
employees and had been in operation for about two years. A 78 per 
cent response rate from the workforce as a whole in  1990 revealed 
that 33 per cent expressed some degree of dissatisfaction with 
supervisor-employee relations, 68 per cent felt that the company did 
not l isten to and respond to the concerns and views of employees, 53 
per cent were critical of the system of internal communications, and 
52 per cent felt that the level and qual ity of employe�management 
co-operation was poor. 

confirmed what management felt to be the case; (2) some of the results 
in individual surveys were really quite different to what management 
had expected; and (3) in both new plants and established organiza­
tions undergoing substantial recent change, the process-related issues 
and items of consultation, communication, etc. have most frequently 
been at the centre of employees' dissatisfaction. These observations 
are illustrated by Box 7.4. In organization A, managers either felt there 
would be relatively little dissatisfaction (because of the absence of any 
increase in turn-over rates) or it would be solely wage-centred (as a 
result of constraints in the public sector), whereas in organization B 
the personnel director who commissioned the survey largely did so 
because of his belief that there was increased friction between 
employees and supervisors. As the selected findings in the box 
indicate, the two attitude surveys produced rather different results to 
what was expected by management. 

When the results of an employee attitude survey are fed back to 
management, almost inevitably two questions are raised: How do 
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Box 7.5 Following up a workforce attitude survey: a class 
exercise 

In this organization a workforce attitude survey was conducted in 
1 990. The responses obtained revealed considerable workforce 
dissatisfaction with certain aspects of internal communications, 
promotion opportunities, and meals in the workplace for employees 
working on shifts. There was also concern expressed that the single 
status arrangements were not working consistently across the 
organization as a whole, with the management being viewed as 
having failed to keep certain promises to the workforce and not 
always responding well to the expressed concerns of the workforce 
about certain matters. 

These findings were presented to and discussed at a meeting of the 
joint consu ltative committee which, with the agreement of the board, 
establ ished a special sub-committee to review the findings and 
present a set of proposals for possible change to the board. The board 
did, however, make clear that, although it would respond to all of the 
proposals from the sub-committee, there was no question of giving a 
guarantee to implement a l l  of the recommended changes auto­
matical ly. 

The sub-committee consisted of four employee representatives 
from both the administrative and production sides of the workforce, 
together with a representative of l ine management and the personnel 
manager, who chaired the sub-committee. The sub-committee had 
seven meetings in the period May-November 1 991 . Their delib­
erations concentrated on the issues and areas of dissatisfaction noted 
above, with a number of proposals for change being transmitted to 
the branch via the personnel manager who chaired the sub­
committee. 

As a result of these proposals to the board the company has made a 
number of changes. These include ( 1 )  changes in the t iming and 
manner of presentation of team briefing sessions, (2) attempts to 
improve promotion opportunities through first advertising internal ly 
a l l  existing vacancies and increasing the pace of cross-functional 
training for production employees, (3) al lowing radios to be played at 
work stations on the night shift (only), (4) increasing the variety of food 
available for workers on shifts, and (5) issuing a board-level statement 
as to what the single status pol icy in the organization does (and does 
not) mean in practice. Although pleased with these individual 
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Box 7.5 continued 

changes, the employee representatives on the sub-committee have 
experienced some frustration at the fact that some of their other 
recommendations and proposals have been referred to other bodies 
for further discussion and del iberation, or have been refused by the 
board on the grounds that 'it is not company pol icy' . 

Q1 Was the employee attitude survey useful from the management 
and employee points of view? 

Q2 How are employees l ikely to respond to management's proposal 
to repeat the survey in two years' time? 

these results compare with those in other organizations? And what 
active steps should be taken to help improve the position? On the first 
matter, it is obviously desirable if one can compare the results of two 
or more surveys in the same organization over the course of time or if 
some comparison can be made with the results from a survey in a very 
similar organization (Le. a matched pairs type of approach). However, 
one is rarely in the situation in which this can be done, with the result 
that one has frequently to assess the results in something of a vacuum, 
judging largely on the basis of intuitive feel. Nevertheless an outsider 
can help to provide something of a context in which to place the 
results by indicating, for example, that: (1 )  the pattern of results is 
sensitive to the precise wording of individual questions, (2) such 
results reflect the level of employee expectations, as well as the more 
objective circumstances of the workplace, (3) the levels of expressed 
job dissatisfaction vary systematically according to certain workforce 
characteristics (e.g. women and older workers typically express 
relatively high levels of satisfaction), and (4) expressed dissatisfaction 
will not automatically translate into employee turn-over, as the latter 
is a function of not only the incentive to quit but also the ability to 
quit . l 7  

As to the second question, it has been commented that 'while 
managers, by and large, eagerly look forward to the results of a survey 
- and find the initial presentation of the data "extremely interesting" -
the enthusiasm and interest seem almost to disappear within a few 
weeks. Getting anybody to do anything about survey findings 
becomes a Herculean task.' l8 This observation has led to the 
suggestion that the degree to which any survey results produce any 
subsequent change will be largely a function of the extent to which 
senior management are prepared to stimulate change through rewards 
or penalties. 
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In fact all too often the report of an employee attitude survey 
simply gathers dust on managers' shelves or else a consultant is called 
in to help make any changes which management deem to be 
necessary, and then these are reported to the workforce after the 
event. Only in a minority of cases are members of the workforce 
brought into the process of discussing the survey's findings, 
considering some options and then putting forward some recom­
mendations for change. And even in this minority of cases one is 
rarely likely to see a whole set of substantive changes following an 
employee attitude survey; perhaps the notable exception here is if the 
survey has been about a single issue such as communications 
arrangements (recall here the earlier British Telecom example). Box 
7.5 sets out the details of the follow-up stage to an employee attitude 
survey, with some accompanying questions for discussion purposes. 
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8 

EMPLOYEE PARTICIPATION, SMALL GROUP 

ACTIVITIES AND TEAM WORKING 

I NTRO DUCTION 

The well-known Harvard Business School approach to strategic HRM 
urges the need for all the various stakeholders (shareholders, 
employees, unions, suppliers, customers, local communities, etc.) to be 
taken into account in organizational governance arrangements, with 
'employee influence' being one of the leading policy areas involved in 
their attempt to develop a pro-active, strategic and broad-based HRM 
orientation in individual organizations. In relation to the latter area it 
has been observed that: 

The issue of employee influence is not a simple or static matter. 
Society's views of what employees are entitled to in terms of influence 
differ across national boundaries and change over time. The expecta­
tions of employees also shift. Finally, managers' own values and their 
judgements about what constitutes effective management involve 
shifting standards about how much the enterprise should accom­
modate employees' interests, and especially how much influence is 
desirable. Judgements concerning employee influence involve either 
implicit or explicit trade-offs between the interests of shareholders (and 
of top management as the representatives of those shareholders) and 
those of employees. Managers are not always aware, however, that 
such trade-offs are taking place, or even that different stakeholders in 
the enterprise may hold differing views of how those trade-offs should 
be made.l 

In keeping with the observation about the non-static nature of 
employee influence, it is important to note that in the 1970s reference 
to 'employee participation' or 'employee involvement' in many 
countries invariably involved discussions of worker or trade union 
representation on company boards of directors. The 1980s and 1990s 
have, however, seen the content of these terms changed quite 
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considerably, with much more emphasis now being placed on 
financial participation, two-way communication arrangements and 
small group problem-solving adivities. I have already discussed some 
of these arrangements in previous chapters (e.g. profit-sharing in 
Chapter 5 and communication in Chapter 7) so that here I concentrate 
on small group problem-solving adivities by considering firstly 
quality circles and then various possible lines of development or 
evolution beyond such circles, such as total quality management 
(TQM) and team working arrangements for manual and non-manual 
employees. 

QUALITY CIRCLES 

In response to the perceived success of Japanese HRM pradices, 
management in a number of advanced industrialized economies 
initiated the introdudion of quality circle programmes in the early to 
mid-1980s. For example, some 500 organizations were reported to 
have quality circles in Britain in the mid-1980s, 2 and nearly 45 per 
cent of the hundred largest firms in West Germany (as it then was) had 
such programmes in the mid-1980s/ while a survey in the USA in the 
early 1980s reported that some 44 per cent of the organizations 
surveyed had some degree of quality circle adivity.4 

The essence of a quality circle has been defined as follows: 

A quality circle is a group of employees that meets regularly to solve 
problems affecting its work area. Generally, 6 to 12 volunteers from 
the same work area make up the circle. The members receive training in 
problem-solving, statistical quality control, and group process. 
Quality circles generally recommend solutions for quality and 
productivity problems which management then may implement. A 
facilitator, usually a specially trained member of management, helps 
train circle members and ensures that things run smoothly. Typical 
objectives of QC programs include quality improvement, productivity 
enhancement, and employee involvement. Circles generally meet four 
hours a month in company time. Members may get recognition but 
rarely receive financial rewards.5 

There are numerous sources of advice for management con­
templating the establishment of a quality circle programme, with a 
number of continually recurring themes. Table 8 .1  lists some of the 
leading suggestions. 
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Table 8.1 Issues in establishing quality circles 

1 A steering committee(s) to oversee the programme should include representatives 
of staff management, l ine management and employees. A senior management 
presence is essential for organizational credibi l ity/commitment purposes. 

2 The appointment of a facilitator to be responsible for the day-to-day 
administration of the programme is a critical one. Such an individual is usually a 
member of middle management, with their commitment, input and ski l ls being 
frequently a major determinant of the success (or not) of the programme. 

3 Al l  circle members need to be trained in a variety of matters including the 
organizational rationale for the programme, problem-solving techniques, 
presentation and interpersonal ski l ls .  

4 A pi lot programme involving a l imited number of circles in a l imited number of 
work areas can constitute a useful 'learning by doing' exercise. The choice of 
work areas in which to conduct the pi lot test is al l- important, with a balance 
needing to be struck between the abi l ity to generalize any lessons to the rest of 
the organization and producing sufficient 'good' early results to overcome any 
organizational resistance. 

S A decision has to be made as to whether circle leaders are always supervisors. 
The need is to strike a balance between the supervisors dominating the circles, 
and the supervisors feel ing threatened by their operation and hence l ikely to 
work to undermine their effectiveness. 

6 Circles usually meet in paid work time, although there is some variation 
between organizations in the frequency and length of individual meetings. 

7 The question of what is and what is not the appropriate subject matter of circle 
discussions needs to be considered. In unionized organizations one of the most 
difficult decisions concerns the desirabil ity and feasibility of separating the 
substantive areas of circle discussions from the coverage of col lective bargaining. 

8 Circle members need to receive regular feedback on the extent to which their 
recommendations have been implemented by management. 

Source: Based on Ron Collard and Barrie Dale, 'Quality Ci rcles', in Keith Sisson (ed'), 
Personnel Management in Britain, Basil Blackwell, Oxford, 1 989, pp. 360-4. 

Quality circles have been introduced for a number of reasons, such 
as attempts to improve employee relations and enhance various 
aspeds of business performance, and there have been a number of 
studies of their impad.6 In general the available research evidence 
suggests that relatively few strong and enduring effeds have resulted 
from quality circle adivities in the matter of employee attitudes and 
organizational performance. Individual unions, particularly in Britain 
and the USA, have expressed considerable scepticism, not to say 
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Table 8.2 ASTMS on quality circles 

1 Quality circles only extend worker participation on management terms. 

2 As an alternative channel of workforce-management communication, qual ity 
circles can undermine the position of supervisors and challenge existing 
collective bargaining arrangements. 

3 In comparison to collective bargaining, quality circles have a number of 
disadvantages, namely that members are self-appointed or  selected by 
management, discussion is restricted to the immediate work area, management 
retains the right to accept, reject or amend proposed solutions and they 
promote a 'false identification' with management aims. 

4 However, as individual employees appear to gain some personal satisfaction 
from quality circle involvement, their possibilities should not be rejected out of 
hand. But management's motives for introducing them should be fully 
examined and the union needs to be in a strong enough position to have the 
circles operating in a context where there is an expansion of collective bargaining. 

5 In situations where qual ity circles cannot be resisted, there need to be 
safeguards and quid pro quos, including the provision of extensive company 
information, regular updates on the savings generated through the circles, and 
union input into the selection of circle volunteers. 

Source: Industrial Relations Review and Report No. 385, 1 987, pp . 1 5-1 6 . 

concern, about the role and value of quality circles. Table 8.2 
illustrates the view of one British union. 

Outside Japan, the main conCern of both HRM practitioners and 
researchers has been with the question of whether quality circles will 
survive the test of time. That is, will they survive and become 
institutionalized in the organizational way of doing things and spread 
throughout the rest of the organization? The available evidence, 
particularly from Britain and the United States, points to a very 
considerable decay in quality circle activities, with many circles being 
formally or informally abandoned.7 For example, one study in Britain 
reported that 25 per cent of the surveyed organizations had 
suspended their (full) quality circle programmes, while 61 per cent had 
suspended some individual circles within the programme.� There are 
various individual reasons for the failure of quality circles, although 
there is frequent reference to the effect that 'the lack of co-operation 
from middle managers and first line supervisors was especially 
important' .9 

However, other researchers have argued that the failure of many 
quality circles is attributable to . more than simply the unfavourable 
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Table 8.3 Phases of a quality circle's life 

Phase 

Start-up 

Initial problem­
solving 

Approval of in itial 
suggestions 

Implementation 

Expansion of 
problem-solving 

Decline 

Activity 

Publicize 
Obtain funds and 
volunteers 

Train 

Identify and 
solve problems 

Present and have 
initial suggestions 
accepted 

Relevant groups act on  
suggestions 

Form new groups 
Old groups continue 

Fewer groups meet 

Destructive forces 

Low volunteer rate 

Inadequate funding 

Inabil ity to learn 
group-process and 
problem-solving ski l ls 

Disagreement on 
problems 

Lack of knowledge of 
operations 

Resistance by staff 
groups and middle 
management 

Poor presentation and 
suggestions because of 
l imited knowledge 

Prohibitive costs 

Resistance by groups that 
must implement 

Member-non-member 
conflict 
Raised aspi rations 
Lack of problems 

Expense of parallel 
organization 

Savings not realized 

Rewards wanted 

Cynicism about program 

Burnout 

Source: Edward E. Lawler and Susan A. Mohrman, 'Quality Circles after the Fad', 
Harvard Business Review, January-February 1 985, p. 67. 
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attitudes of middle managers. IO Such individuals have, for instance, 
emphasized larger organizational design issues (e.g. the problem of 
circles as parallel structures to normal organizational arrangements) 
and the technical limitations of the circles themselves (e.g. the limited 
range of issues addressed). Indeed one widely quoted study has 
argued that quality circles, by their very nature, carry the seeds of 
their own destruction, and therefore should always be viewed as a 
transitional device to other, more broad-ranging participative arrangements. I I  

Table 8.3 indicates this view of the life cycle of a quality circle. 
Quality circles have not, however, been completely abandoned in all 

organizations. For example, new initiatives involving quality circles were 
reported in 5 per cent of manufacturing plants in Britain in 1990. 12 
Furthermore there continues to be some research conceming such activities, 
and among the points made are the following: 

• A simple black and white dichotomy of 'success-failure' is not 
entirely appropriate when analysing such employee involvement 
initiatives.lJ 

• A strong national and industry-level infrastructure is important in 
explaining the varied record across national boundaries of 
institutionalizing and diffusing innovations like quality circles. 1 4  

• Participative arrangements like quality circles require supportive, 
accompanying measures such as profit-sharing arrangements, 
commitments to employment security, relatively narrow wage 
differentials and observance of due process in the workplace. IS 

Moreover, it  is increasingly argued that employees and man­
agement may learn some useful lessons from the failure of quality 
circles which will result in the introduction of some form of follow-up 
programme in which employee participation is emphasized. One such 
move in this direction is documented in Box 8. 1 .  

Arguably the most important lesson drawn from the experience 
with quality circles to date is that they have suffered in general from 
being introduced as a stand-alone, self-contained innovation in a 
larger, unchanged organizational setting and culture. And according 
to some commentators, a total quality management (TQM) 
programme is likely to be considerably more successful than quality 
circles because it does not suffer from this disadvantage. Accordingly 
the next section turns to a discussion of TQM, a subject which has 
captured a great deal of interest among many firms in advanced 
industrialized economies in the late 1980s and early 1990s. 
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Box 8.1 The concern with quality 

The organization concerned is in the electronics industry, has been in  
operation since late 1981 and currently has 1 08 employees. It has 
been attempting to decentralize levels of decis ion-making within the 
organization and bring about more of an ind ividual employee sense of 
commitment, involvement and responsibi lity for matters concerning 
the qual ity of the manufactured product (i .e. 'quality is to be bui lt in, 
rather than inspected in'); the latter needs to be seen in the context of 
manufacturing a h igh precision product, with nearly 1 3  per cent of the 
workforce being quality inspectors. 

To this end, qual ity ci rcles were experimented with in the period 
1988-9. Two qual ity ci rcles were formed (six members in  each) and 
given two days of training by outside consultants. One circle in the 
accounts area worked well and produced a proposal that was 
adopted and implemented by management, although the other circle 
was deemed to be unsuccessful, largely as a result of a lack of middle 
management support on the engineering side. As a consequence it 
was found d ifficult to obtain volunteers for the establ ishment of a third 
qual ity ci rcle. Following on this experience, a number of product 
improvement groups have been established; currently two are in  
place (six or seven people in  each), with another four or five having 
been previously establ ished. These groups differ from qual ity ci rcles in 
a number of ways: membership is  compulsory, they are cross­
functional and middle managers are represented in them. Initial ly 
there was some opposition to establ ishing them (their existence 
seemed to indicate the existence of problems in particular areas) and 
some of the earl ier groups were provided with too broad a remit. The 
current operation of the product improvement groups needs to be 
seen in the larger context of on-going preparations for the intro­
duction of a total qual ity management programme. 

The increased concern for qual ity derives from multiple sources. 
Fi rstly, the organization was acqui red by another company in 1 986 
and the new chief executive for the company is keen to spread TQM 
across all sites. Secondly, the product being manufactured has 
become increasingly sophisticated in  nature. Third ly, their leading 
customer has become increasingly knowledgeable about the pro­
duct's capabi l it ies, and, as a consequence, has increased its demands 
for qual ity, accu racy, etc. These pressures or incentives for increased 
qual ity concern have had to confront two sets of obstacles. F irst, rapid 
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organizational growth (70 to 1 32 employees) in the years 1 986-9 
brought some 'costs'. The influx of new employees somewhat 
disrupted the in itial strong emphasis on training and job rotation 
which had meant that many of the original employees could work in 
at least three of the six functional areas in the production process; in 
contrast, the more recent h ires only worked in a single area and were 
much more orientated to 'getting the product out of the door'. And 
secondly, a strong engineering trad ition (all the original managers 
were engineers) and a chief executive officer who kept all key decisions 
in his personal remit have meant that the experience and confidence 
to take decisions at the lower levels in the organization is relatively 
l im ited. 

BEYO ND QUALITY CI RCLES AND I NTO TQM 

The essence of TQM has been described as follows: 

Today, TQM is a term which embraces much of current best practice in 
manufacturing. I ts scope has broadened from its early concentration 
on statistical monitoring of manufacturing processes. Now it can 
include just-in-time inventory control, the emphasis on customer 
service (both internal and external customers), and a change in the way 
people work which emphasizes teamwork, training and greater 
employee responsibility and involvement in the work process. These 
are all related devices aimed at reorientating the production process so 
that it delivers products or services of consistent quality, in a timely 
fashion, which at least meet customer requirements. Indeed, focus on 
the customer - as a direct result of competition - is one of the main 
areas into which TQM has developed over the past few years. 
(Financial Times, 20 March 1991) 

The leading features or components of a total quality management 
programme are typically held to be: (1) continuous problem-solVing 
activity, typically organized around workplace teams; (2) a quality 
organization or structure to help focus this process, usually through 
steering teams; (3) statistical control and measurement of quality; 
(4) identification of 'customers' (internal and external); and (5) extensive 
training. [0 This being said, a number of different approaches to 
introducing TQM have been identified in individual organizations. 
For instance, a recent publication in Britain has distinguished between 
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the following implementation strategies: a visionary model, which 
tends to be top down, focusing on training and procedures; a planning 
model, which tends to be off-line, measurement and technology­
driven; and a learning model, which tends to be bottom up, attitudinal 
and involvement-focused.17 For present purposes, it is important to 
note that the learning model involves the most substantial and direct 
HRM element and input. 

To date, most of the existing academic literature on TQM has been 
concerned with discussions of its underlying theory. For example, Hill 
lists the underlying principles as follows:1B 

1 Quality is a strategic, as opposed to operational, issue for 
management, and hence senior management needs to be the 
driving force behind a TQM programme. 

2 Cross-functional management (involving the specification of 
internal customers and the establishment of multi-functional 
project teams) is an essential feature of TQM, as not all quality 
improvements can take place within the existing vertical structure 
of organizations. 

3 Most quality problems are held to be due to systems controlled by 
management, rather than being due to influences within the 
control of individual employees. As a consequence, improvement 
is very much a management responsibility. 

4 Good underlying measurement and problem identification 
systems are essential, as is the training of employees in the 
techniques of issue identification and problem-solving. 

5 The improvement process both creates and depends on a larger 
cultural change in the organization in which particular emphasis is 
placed on communications, involvement, trust, commitment to 
the customer, etc. 

There is currently little systematic information on the extent of 
organizational adoption of TQM programmes in most advanced 
industrialized economies; a recent survey of the Fortune 1000 
companies in the USA, however, did report that 77 per cent of the 
respondent organizations had some of their employees covered by 
TQM programmes, with on average 41 per cent of employees in 
organizations with TQM programmes being covered by them.19 
Furthermore, detailed empirical analysis of the outcomes and impact 
of such programmes are, to say the least, few. There are, however, a 
few scattered reports on the introduction and operation of TQM in 
some companies which do contain a few pointers which are worthy of 
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note. The first message is that the introduction of a TQM programme 
is a relatively slow, drawn-out process which will almost invariably 
encounter some difficulties on the way; to some commentators this is a 
virtue of the approach, as it does not promise the 'quick-fix' solution of 
quality circles, and hence is likely to be less faddish in nature. Box 8.2 
provides two illustrative examples of this experience. 

As well as the inevitably (and arguably desirable) slow build-up to 
the introduction of a TQM programme, it is apparent from case 
studies of individual organizations that a TQM programme is not a 
self-contained programme of activity. As a consequence, its intro­
duction and operation is likely to have certain 'knock on' effects in 
other parts of the HRM policy mix, which may necessitate the 
introduction of changes in the areas affected; this was certainly the 
experience at Honeywell Control Systems with such a programme. 20 

Table 8.4 sets out the views of two commentators concerning the 
sort of complementary HRM issues and changes that need to be 
addressed when introducing a TQM programme. 

Although TQM is in its relative infancy, there are already some 
concerns being expressed in a number of management quarters about 
the extent of the necessary investment and the lack of an immediate 
boost to competitive performance. Moreover, newspaper reports are 
already circulating of individual organizations which have initiated 
TQM programmes and subsequently scaled them back; Florida Power 
Light in the USA is frequently mentioned in this regard. According to 
some practitioners, TQM will only be successful in organizations 
characterized by an emphasis on tangible results, insistence on 
performance measurement, an integrated programme and a strong 
senior management commitment (Financial Times, 21 October 1992). 
At the same time, however, it is apparent that many organizations are 
exerting (or experiencing) pressure through supply chain relation­
ships for the adoption of TQM programmes. That is, organizations 
which have adopted TQM are more and more demanding that their 
suppliers adopt similar programmes (and, in some cases, assisting 
them). The potential strength of this influence for the adoption and 
diffusion of TQM needs to be seen in the context of individual 
organizations substantially reducing their overall number of suppliers 
(e.g. Xerox in the USA is reported to have reduced its parts vendors 
from 5,000 to 400 in recent years), and seeking to develop closer, 
longer-term working relationships with those that remain. 

Finally, HRM researchers at the present time are particularly 
interested in the employee involvement 'roots' of TQM. One recent 
US study, for instance, has reported that 'if employee involvement 
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Table 8.4 TQM and complementary HRM policy changes 

• In selection decisions the wil l ingness of employees to learn new ski l ls needs to 
be tested; it is important to identify individuals who can function well in group 
settings, and a realistic preview of expected behaviours needs to be provided. 

• Training programmes must reach beyond specific job skil ls to cover topics such 
as team work, t ime management, decision-making skil ls, etc. 

• Career development must seek to provide employees with a systems 
orientation which means that greater emphasis must be placed on cross­
functional experience obtained via horizontal (rather than vertical) work 
assignments and moves. 

• The strong individual orientation and emphasis of the performance appraisal 
process needs to be changed. More emphasis needs to be given to evaluating 
contributions to team performance, involving peers in the appraisal process, 
and making the process less competitive between ind ividuals. 

• Pay systems centred around individual job descriptions, job worth and 
individual merit increases are inconsistent with TQM's emphasis on collective 
responsibil ity, horizontal relationships and horizontal learning. Instead, ski l ls­
based payment systems, profit-sharing or group based performance pay 
arrangements are more appropriate. 

• Differences in terms and conditions of employment based on hierarchical 
position need to give way to all-salaried workforce or' single status arrange­
ments. 

• Adversarial, arm's length collective bargaining needs to be replaced by much 
more of a joint problem-solving approach. 

• Much more emphasis needs to be given to establishing channels of two-way 
communication concerning strategy and performance. 

Source: Adapted from David E. Bowen and Edward E. Lawler, 'Total Quality 
Orientated Human Resources Management', Organizational Dynamics, Spring 1 992, 

pp. 34-40. 

and quality are managed as one integrated program or as two co­
ordinated programs, they are more likely to achieve desired 
performance results and to change internal business conditions than if 
they are run as two separate programs' .2l A recent case study 
investigation in Britain has also raised questions about the possible 
contradictions between the 'hard' (i.e. measurement) and 'soft' (i.e. 
employee involvement) sides of TQM, arguing that these relation­
ships have not been fully explored in practice.22 Indeed, Box 8.3 
(p. 190) illustrates the contradiction apparent in one management 
approach to introducing TQM. 
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Box 8.2 Building up a TQM programme 

The organization concerned is in the electricity supply industry 
(generation, transmission and d istribution), with currently some 9,500 
employees. The current moves towards 'total qual ity management' 
have thei r origins in a number of prior developments. Fi rstly, in the 
early 1980s, some 30 qual ity circles covering 1 50-200 employees in 
the distribution area were set up. These were useful in encouraging 
some employee participation and team working, but whi le manage­
ment were supportive, they were not involved so ci rcles tended to 
focus on very 'parochial p roblems'. In the years 1982-4 the qual ity 
ci rcle programme effectively 'ran out of steam'. In 1983-4, however, 
the staff development officer, in an attempt to increase employee 
motivation, introduced a 'new age thinking' programme which sought 
to impact on attitudes and values through a process of employee 'self­
actual ization'. Beginning with employees who interacted d i rectly with 
the publ ic, some 5,000 staff were put through a series of three-day 
training sessions. This was an internal ly run programme (with some 50 
internal trainers/facil itators i nside the organization) which is sti l l  used, 
but only on an ad hoc basis; the staff development officer who initiated the 
programme and was overwhelmingly its driving force has now retired 
from the organization. Third ly, management concerns about the 
inadequacy of internal  communications led to the introduction of 
team briefing arrangements. These were introduced over eighteen 
months to two years from 1986 to 1987 right throughout the 
organization. They sti l l  remain in operation, although their 
effectiveness is judged to be rather uneven. 

In 1987 (with privatization looming on the horizon) the productivity 
services manager investigated a number of 'productivity through 
qual ity' initiatives. The three features of such programmes which were 
particu larly attractive to him were ( 1 )  thei r stress on employee 
involvement and participation (which could usefu l ly bui ld on the 
earlier experience with the 'new age thinking' programme), (2) the 
surrounding supportive set of structural (management) arrangements 
(un l ike the case with qual ity circles); and (3) their emphasis on the 
measurement of performance. However, it took some considerable 
time and effort to convince senior management of their potential 
value. This was because the issue of privatization was occupying the 

Copyrighted Material 



1 88 Human resource management 

Box 8.2 continued 

thoughts of senior management, who needed to be convinced of the 
value of such a large investment. Within the organization there was, 
also, a contend ing school of thought (associated with the strong 
engineering trad ition of the company) which favoured a more 
conventional (hard measurement), qual ity assurance approach. 

Nevertheless, in the period 1 987-9 some six pi lot exercises involving 
'quality improvement' teams were undertaken. These cross-functional 
teams (some six or seven members, including a middle management 
member) worked on a number of problems identified by manage­
ment, fol lowing an in-house, two-day training programme (covering 
statistical process control (SPC), problem-solving ski l ls etc.) for each 
team. Furthermore, visits were made to six wel l-known companies in 
Britain with well-establ ished qual ity management programmes. Perhaps 
the key event in convincing senior management of the potential value 
of the approach, however, was the visit to two similar (same industry) 
organizations in the USA, where a very favourable investment return 
on such programmes was reported. Once 'the green light' had been 
given, an external consultant for train ing purposes was selected in late 
1 989 and a series of one-day seminars for managers took place in early 
1 990 to explain the essence of the approach. 

From May 1 990 a train ing programme in total qual ity was in itiated. 
This programme had by August 1 991 invo lved (1) six facilitator training 
courses of ten days each (covering team working, team bui ld ing, 
problem solving, SPC, etc.) with some 1 30-1 40 ind ividuals having 
gone through these; (2) eight management training courses of four  
days each, with some 1 70 individuals having been through these; (3) 
ten team leaders' training courses of five days' duration (1 50-1 60 
through these) and (4) 24 team training courses of two days' duration 
covering 350-400 employees. The training material has been jointly 
developed with the external consu ltants, although the latter have 
been primarily responsible for running the facilitator and management 
courses, only the remainder being run by 'in-house' staff. 

By August 1 991 some 60-70 qual ity improvement teams were in 
operation, looki ng at various aspects of the business. More than a 
dozen teams completed individual assignments and reports on 
various issues includ ing the nature of bil ls which are sent to 
customers, obtaining greater access to homes for meter-reading 
purposes. Moreover some eighteen teams investigated and reported 
(over a four-month period) on the matter of improving the effective­
ness of the processes of management accountabi l ity and 
responsibi l ity within one business area of the organization. This 
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resulted in  a new organization structure with fewer reporting levels 
and redefined accountabi l ities. 

The priorities for the future are ensuring the completion of a 
consistent pattern of training across the organization as a whole, and 
ensuring that line managers identify with and assume responsibi l ity 
for the approach via the establishment and maintenance of a 
supportive infrastructure, the latter involving management teams 
from director level downwards. The introduction of TQM principles 
and practices into the natural management processes across the 
business will be the main focus of attention over the next few years. 

Example 2 

In this particular organization senior management concern with the 
level of inventories, extent of product quality and, especially, the 
speed of del ivery to customers led to the launch of a TQM programme 
in the mid-1980s. An outside consu ltant was uti l ized and all 2,000 
employees were put through a series of eight training modules for 
TQM. Over something l ike five years the results and perceived 
success of the programme had been judged to be uneven and 
'spotty'. Positive results had been reported in some areas, but not in 
others, with in general the visibi lity of the results being held to be too 
long in coming through. This very uneven record was attributed to the 
fact that continuous improvement can only occur from an existing 
sound measurement basis, and that this basis did not exist at the time 
of launch of the programme. As a consequence the organization had 
to make a sizeable investment in improving the extent and nature of 
measurement and control systems on the shopfloor. This process has 
been completed. Moreover the organization moved to a new custom­
bui lt site in 1 992 which further enhanced the technical capabi l ity of its 
measurement systems. This new site move also enhanced the 
capacity to introduce a number of organizational changes to 
complement the TQM programme. For instance there were fu rther, 
extensive moves in the d i rection of harmonized terms and conditions 
of employment, and the qual ity inspection department was phased 
out before the occupation of the new site. As a consequence it was 
proposed to relaunch the TQM programme on the new site in a 'more 
low key' way with the intention being to bui ld up the process 
incrementally, starting with a series of small, well-defined projects 
whose results could be careful ly measured and success demon­
strated. 
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Box 8.3 Introducing TQM: a contradiction in approach 

This US-owned subsidiary in  the rubber manufacturing industry 
proposed, in response to increased customer demands for qual ity 
rel iabi l ity, speed of delivery etc., to introduce a TQM programme into 
one of its four business areas on site, and then spread it to the other 
areas over the course of time. The individual business area in which 
the TQM programme was to be launched was the growing, h igh­
value-added area of its activities. However, prior to launching the 
programme it was decided to build a new plant (on the existing site) to 
rehouse this particular part of the business. This decision reflected the 
view that the physical and technical l imitations of the old plant were 
such as to h inder the effective introduction and operation of the TQM 
programme. The new plant was designed and brought on stream by a 
team consisting solely of engineers and senior l ine managers, with no 
input being sought from the production employees, union or HRM 
function. As production started up in the new plant, management 
faced problems of relatively high absence levels and widespread 
employee reluctance to carry out any minor variations in day-to-day 
working. Interviews with employees revealed considerable d is­
satisfaction with a number of aspects of the working environment of 
the new plant, aspects which they were never consu lted about at the 
design stage. Management is hopeful that these ' initial teething 
problems' wil l  wash out over the course of time, as the order book is 
currently booming and a highly participative training programme in 
TQM working principles has been introduced in order to faci l itate the 
movement to team working arrangements. 

TEAM WORKI NG ON THE S HOPFLOOR 

Team working on the shopfloor has become increasingly common in 
many organizations in recent years, although in many ways the 
notion of team working is nothing very new: autonomous or semi­
autonomous work groups were central to the theory of socio­
technical job design principles in the 1960s and 1970s. The 
introduction and operation of semi-autonomous work groups, 
however, never really occurred on any significant scale outside 
Sweden, although experience with them in selected work settings has 

Copyrighted Material 



Participation, small groups and team working 191 

provided some insight into the factors that facilitate work group 
autonomy. The leading factors typically cited in this regard are as 
follows:23 

1 when the work is not entirely unskilled; 
2 when the work group can be identified as a meaningful unit of the 

organization, and when inputs and outputs are definite and clearly 
identifiable and the groups can be separated by stable buffer areas; 

3 when turn-over in the group can be kept to a minimum; 
4 when there are definite criteria for performance evaluation of the 

group and group members; 
5 when timely feedback is possible; 
6 when the group has resources for measuring and controlling its 

own critical variances in workflow; 
7 when the tasks are highly interdependent, so that group members 

must work together; 
8 when cross-training is desired by management; 
9 when jobs can be structured to balance group and individual tasks. 

In one high-technology organization I have observed, some 30 per 
cent of the workforce has been moved into semi-autonomous work 
groups in the last two years, on the basis of some of the factors and 
considerations listed above. However, the above findings are likely to 
be of more general interest given that from the 1980s the increasingly 
favoured work design or redesign principles have involved (1)  the use 
of work teams (admittedly rarely of the semi-autonomous nature), 
(2) a reduced number of individual job classifications, and (3) the 
integration of responsibility for quality control into production or 
operational jobs. These practices are most apparent in new plants or 
greenfield sites, although a number of well publicized wage agree­
ments in Britain in recent years in existing organizations have 
involved sizeable wage increases being contingent upon moves in the 
team working direction. The nature of team working arrangements 
can vary quite considerably between different organizations. In some 
cases one is talking about permanent or fixed membership teams in a 
given work area, whereas in other cases one observes temporary 
teams established to deal with particular problems or issues. Box 8.4 
describes one set of arrangements along the latter lines. 

T earn-based working arrangements were particularly prominent 
in the automobile manufacturing industry in the USA in the 
1980s. Indeed moves in this direction produced considerable in­
ternal controversy within the autoworkers' union. The union 
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Box 8.4 Team working 

This manufacturing p lant, with some 400 employees, had been 
established for around two and a half years. It is a foreign-owned 
subsidiary and has a continuous production process involving three 
crews working a five-shift system. During the course of the last 1 2-1 5 
months or so it has introduced analytical troubleshooting teams 
based on the Kepner and Tregoe problem-solving principles. The 
essence of these principles is the sequential identification of p roblems, 
a separation and prioritization of problems (i.e. deal with the biggest 
one first), the production of a trouble statement on which an 
ind ividual team focuses, step-by-step breaking down of the problem 
for analytical purposes, identification of most probable causes, 
verification of the most probable cause, a fix solution, and final ly 
examination of any possible problems associated with the fix solution. 

The training of the production and maintenance workforce in these 
problem-solving principles has involved groups of twelve employees 
being put through a three-day participative workshop session. This 
train ing was initial ly provided by consu ltants from Kepner and Tregoe, 
although now some in-house expertise has been established with five 
employees of the plant providing the necessary training. 

Analytical troubleshooting teams based on these principles have 
been a feature of production operations in the parent company for 
some considerable t ime, and were deemed to be particularly 
appropriate for this plant, given its continuous production process 
and the 'fit' with the larger organizational culture it was seeking to 
establ ish (i.e. high ly decentral ized levels of decision-making with 
individual employees exhibiting relatively high levels of organizational 
responsibi l ity and commitment). The perceived advantages of the 
Kepner and Tregoe problem-solving approach are that individuals 
avoid rushing to the solution state and that al l  employees are on the 
'same wavelength' in the sense of having a common methodology 
and language as regards problem-solving. 

There are formally designated team leaders who have undergone a 
somewhat extended programme of training in these principles, 
although their designation as leaders is not simply a reflection of thei r 
position in the organization hierarchy. There are, however, no 
formally designated teams. These are simply formed as and when 
problems occur or emerge. In such circumstances the leader in the 
relevant area wil l  be responsible for determining the size and 
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composition of the problem-solving team. The majority of problems 
which have emerged have been dealt with relatively speedi ly through 
teams, although one five-person team has been working on one on­
going problem for something l ike eight months. 

opponents of such developments (the so-called 'new directions 
movement') have argued that team working weakens the traditional 
importance of seniority, increases the workload of individuals by 
adding new responsibilities (such as quality control), results in team 
leaders acting as de facto foremen, and pits individual workers against 
each other (via the influence of peer group pressure within teams), all 
of which works to management's advantage through an increase in 
the extent of their discretion. Indeed to Parker and Slaughter the team 
concept is simply 'management by stress'.24 In contrast, the pro­
ponents of team working within the union have argued that moves in 
this direction are essential for competitive survivaL enhance the 
variety and skill content of jobs and are consistent with the union's 
long-term goal of increasing the level of worker and union 
participation in organizational decision-making.25 As team working 
arrangements spread further, it is unlikely that such debates will be 
confined to this particular union. Indeed, in mid-1992 the Union of 
Communication Workers in Britain voted at its annual conference to 
oppose the introduction and operation of team working in Royal 
MaiL the letters arm of the Post Office (Financial Times, 20 May 1992). 
These union concerns, worries and opposition in Britain and the USA 
stand in marked contrast to the position in some other countries. For 
instance, IG Metall in (West) Germany had a well-developed, pro­
active approach towards 'group working' throughout the 1980s. The 
key elements of its approach are listed in Table 8.5.  

The impact of team working arrangements, ceteris paribus, on 
various measures of organizational performance is of obvious interest 
to HRM practitioners and researchers. Although systematic empirical 
research is still in its early days, one study in the US auto industry, for 
instance, found little evidence of any positive impact on organiza­
tional performance.26 This finding may have reflected the fact that the 
nature of team working arrangements varied considerably between 
the plants involved, that team working needed to be considered in 
conjunction with a complementary set of other arrangements, or that 
the formal structural measures of team working in the study failed to 
capture adequately certain more influentiaL informal processes 
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Table 8.5 The Ie Metall policy approach to team working 

. • A broad assignment of varying tasks for the group (including long cycle times) 
• Group competence in decision-making in areas such as job rotation, d ivision of 

the work, quality control, and training needs 
• Decentralization of the plant decision-making structure 
• Selection of production organization and technology suitable for group work 

(based on decentralized technology and production concepts) 
• Equal pay for group members 
• Equal opportunity for all , including special training where necessary for the 

disabled and socially disadvantaged, to participate in  group work 
• Support for the personal and occupational development of individuals and the 

group 
• Regular group meetings, at least one hour per week 
• Representation of group interests within the establ ished plant system of 

interest representation 
• Voluntary participation in the groups 
• Pilot projects to test the functioning of group work before broader implementation 
• A joint steering committee at the firm level, with equal labour and 

management representation, to oversee and co-ordinate the i mplementation 
of group work and the activities of the groups 

Source: Lowell Turner, Democracy at Work, Cornell University Press, Ithaca, 1 991, 
pp. 1 1 3-14. 

associated with the teams. In contrast, a recent study in Britain 
reported that team working in some organizations had brought 
sizeable produdivity gains as a result of increased output, reduced 
supervisory support, reduced absenteeism, reduced overtime levels 
and greater operating awareness.27 The same report went on to argue 
that the most appropriate size of teams was 5-12 members, with the 
more effedive teams being charaderized by acceptance (by the team) 
of responsibility for the completion of a full cycle of work adivities; 
possession of the full range of required skills; the ability of the team to 
regulate its own adivities; a team size and strudure which facilitated 
communication and satisfadory working relationships; and the exist­
ence of clear criteria for team performance. These findings are clearly 
similar to some of those cited earlier for semi-autonomous groups. 

In statistical studies 'effedive' teams are those associated with 
above-average increments to certain measures of organizational 
performance. However, one recent publication has suggested a more 
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broad-ranging definition of effective team working, to reflect the fact 
that not all teams are production-based.28 In essence it was suggested 
that there were three dimensions to the notion of effective team 
working. These were, firstly, the degree to which the team's 
productive output meets the quality, quantity and timeliness stand­
ards of the users of the output; secondly, the degree to which the 
process involved has enhanced the continued ability of the team to 
work together; and thirdly, the degree to which the team experience 
contributed to the job satisfaction of its members. As to the 
determinants of group or team effectiveness, traditionally discussions 
along these lines have referred to various factors such as the group 
(e.g. size), the task (e.g. nature and clarity), the environment (e.g. inter­
group relations), leadership style, and procedures. More recently, 
however, there has been enhanced interest in how HRM policies 
concerning selection, development, and compensation can facilitate 
group working;29 these have added to the traditional approach of how 
to design jobs for group working purposes. 

BEYO N D  THE SHOPFLOOR WORK TEAMS 

One of the most likely HRM developments of the 1990s will be the 
increased spread of various forms of team working arrangements 
beyond the shopfloor and into the white collar professional and 
technical areas of industrial organizations. Indeed, movement along 
these lines has already occurred in a number of organizations, with the 
Belbein principles of team selection frequently being referred to, at 
least in Britain, in this regard.30 

The leading findings associated with the work of Belbein have been 
summarized as follows:3! 

1 It is possible to identify and distinguish eight distinct management 
styles which were labelled 'team roles' (see below). 

2 The managers studied tended to adopt one or two of these team 
roles fairly consistently. 

3 Which role they became associated with was capable of prediction 
through psychometric tests. 

4 When team roles were combined in certain ways, they helped to 
produce more effective teams. 

5 Such team roles were not necessarily associated with a person's 
functional role, but the way in which they were combined seemed 
to affect job success. 
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6 Factors which seemed to contribute to effective team work by 
individuals included correct recognition of their own best role; 
self-awareness of the best contribution they could make to their 
team or situation and their ability and preparedness to work out 
their strengths rather than permitting weaknesses to interfere with 
their performance. 

7 The eight roles (and their functions) identified were: 
(i) Chairman: co-ordinating style 
(ii) Team leader: directive style 
(iii) Innovator: creative thinking in the team 
(iv) Monitor-evaluator: critical thinking in the team 
(v) Company worker: getting the work done 
(vi) Team worker: looking after personal relationships in the 

team 
(vii) Completer: keeping the team on its toes 
(viii) Resource investigator: keeping in touch with other teams. 

8 These roles are related to the personality and mental ability of 
individuals and reflect managerial behaviour in connection with 
the aims and demands of the manager's job. Since each role 
contributes to team success, a successful, balanced team will 
contain all roles. 

Box 8.5 shows one organization's application of the Belbein 
principles. 

The appropriate mix of roles in a team may be a necessary, but is 
arguably not a sufficient, condition for effective team performance. For 
example, some research in the USA suggests that, over and above 
issues of team structure, the performance of teams will be influenced 
(for good or bad) by aspects of the larger organizational context (e.g. 
reward systems, information systems) and the availability of process 
assistance.32 

Within the white collar employment area, team working is 
particularly likely to become of increased importance in the (new) 
product development process. The value of a move in this direction in 
many organizations has been argued on the grounds that Japanese 
organizations (with their team work emphasis) in the car manu­
facturing industry take considerably less engineering time to design 
and bring into production new products compared to their US 
counterparts.33 This message is being gradually assimilated in certain 
organizations. For example, the Rover Group indicated in early 1991 
that it was seeking to extend to its full model range the lessons of the 
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Box 8.5 Applying the Belbein principles 

The organization concerned has since the late 1980s been undergoing 
a major restructu ring exercise as it seeks to adapt to the demands of 
its changing product market environment. This organizational and 
cultural change exercise has particularly emphasized the need for the 
development of a team working culture right throughout the 
organization. The process was initiated from the top down, starting at 
the board level with all appointees (both newcomers and existing 
internals to be promoted) to the revamped board being screened via, 
among other things, reference to the Belbein principles. The result was 
a new senior management team with the fol lowing 'mix of roles' (using 
Belbein's terminology): a chief executive officer (co-ordinator, team 
worker, resource investigator); a deputy chief executive officer (shaper, 
monitor-evaluator, co-ord inator); a manufacturing d i rector (shaper, 
implementor); a finance d i rector ( implementor, monitor-evaluator, 
shaper); a techn ical d i rector (a resource investigator, monitor­
evaluator, plant); a HRM d i rector (co-ordinator, shaper, monitor­
evaluator); and a sales d i rector (team worker, co-ordinator, resource 
investigator). 

The board's enthusiasm for the Belbein principles has been and 
remains, to say the least, very considerable. In their view these 
principles have provided a common language and frame of reference 
for d iscussion which has minimized personal ity clashes at the board 
during a period of thorough organizational restructuring. As a 
consequence an outside consu ltant specializing in the Belbein 
principles has been retained and in the last three or four  years the 
principles have been cascaded down throughout the organization. 
For instance, the top 200 management and technical special ists in the 
organization have all gone through a process of self-analysis, peer 
group analysis, superior-subordinate analysis and feedback accord­
ing to the Belbein p rinciples. These results have been extenSively 
d rawn upon when internal task forces have been established to 
address particular issues and themes confronting the organization; 
the composition, and often the leadership, of these task forces is more 
a function of the results of the Belbein analysis than of position in the 
organizational h ierarchy. These results have also been extenSively 
util ized in the process of establ ishing multi-disciplinary, new product 
development teams in what is a very R&D-driven organization. The 
Belbein principles are now incorporated in the selection decision for 
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Box 8.5 continued 

both new employees and internal promotions, and have, at least to 
some extent, been incorporated in the annual appraisal p rocess for 
the more senior, white collar staff. For such individuals the appraisal 
p rocess focuses not only on what they have achieved (i .e. results), but 
also how they have achieved it, with some of the feedback concerning 
the latter frequently involving guidelines for change using the Belbein 
p rinciples and terminology. 

The stated intention is to spread these principles further throughout 
the organization in two ways. Fi rstly, they will try and have the 
common language and terms of reference of Belbein reduce the 
extent of the personal ity clashes in superior-subordinate relationships 
on a day-to-day basis. The hope here i s  that wider knowledge of and 
exposure to the principles wi l l  help individuals to adjust their 
'management style' according to the nature of the individual they are 
interacting with. Secondly, the composition or membership of task 
forces or teams addressing a particu lar issue or problem will change 
somewhat according to the particular phase or stage of the problem­
solving cycle they have reached. 

Land Rover Discovery, a vehicle that was designed, developed and 
put into production, using a multi-functional team approach, in under 
three years compared to the average of four to six years in the West 
European car industry (Financial Times, 6 February 1991). The general 
perception is that the product development process in many 
organizations is too segmented, specialized and sequential, with 
product development teams being too inward-looking and overly 
deSign-dominated. Indeed Hayes, Wheelwright and Clark have called 
for the extensive adoption of a new paradigm in the product 
development process which involves, for example, a project team led 
by a business manager with broad experience, a project focus which 
involves a cross-functional team effort throughout and extensive 
overlapping of the project phases.34 Box 8.6 indicates one organiza­
tion's current thinking along these lines. 

However, a recent study in the USA usefully illustrates the fact that 
simply introducing multi-functional new product development teams 
in an unchanged larger organizational setting is not a recipe for 
success.35 The basic conclusion of this study was that larger changes in 
training, facilitation, evaluation practices and indeed in organizational 
norms were necessary to ensure that the benefits of diversity 
outweighed the costs. The current emphasis on the appropriate mix 
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Box 8.6 Some new thinking about new product development 

In this organization there are fou r  separate business or p roduct 
d ivisions, each of which is at a different stage of the product l ife cycle, 
faces a different set of product market ci rcumstances and constraints, 
and has rather different product market strategies. The development 
section has the prime responsibi l ity for the development of new 
products across all four  business areas. The section currently has a 
complement of five staff who in the main are chemists, although 
physicists and engineers have been employed in the section. The 
section is responsible for moving a new product through the 
sequential stages of identifying a market need for a new product, 
development of the design for a prototype, bui lding and testing a ful l­
scale prototype, in-service testing, development of production 
methods to ful l-scale, through to the ful l commercialization (market­
ing and sales) of the product. 

The senior management of the organization have a commitment to 
'keeping the centre lean'. This has meant, firstly, that the development 
section is staffed solely by technical special ists, with no finance, 
operations, marketing and sales special ists being employed there. 
Secondly, the budget of the section has been cut, with the four 
separate businesses al l  having product extension budgets. This 
approach to new product development has generated a number of 
problems and frustrations in recent years. Firstly, the technical 
specialists i n  the development section frequently have to spend as 
much as 50 per cent of their time on marketing, an area in which they 
have no particular experience. Secondly, a number of new product 
development initiatives or launches have been fai lures, due to the 
problem of getting the new product satisfactorily 'over the wall' (from 
the development section) into the ind ividual operating areas. These 
fai lures have become increasingly widely recognized throughout the 
organization, although different perspectives on the reasons for fai lure 
are apparent; to the technical section it is the lack of a sense of 
ownership of (and hence commitment to) the new product in the 
operating d ivisions, whereas to the operating d ivisions it is the 
'excessive technical' dominance (relative to practical manufacturing 
considerations) of the development process. 

The appointment of a new MD has opened up the possibi l ity of 
experimenting with a matrix approach to new product development. 
This would involve selectively d rawing in special ists in finance, 
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Box 8.6 continued 

operations, sales and marketing from the separate operating d ivisions 
to be members of new product development teams at particular 
stages of process (which frequently spans something l i ke a two-year 
period). The d i rector of development is particularly keen to proceed 
along these l ines, with a proposal to this effect currently being 
d iscussed. He is, however, conscious that this process wi l l  not 
automatically guarantee success in  an organization with no history of 
cross-functional team working. He is particularly aware that in­
d ividuals on the team wi l l  need to develop an appreciation of the 
value of, and wi l l ingness to l isten to, others' viewpoints and that the 
l ine managers in the operating divisions wi l l  need to be assured, 
through experience, that the process does not involve too heavy a 
t ime burden on some of their key staff members. 

and balance of team roles will hopefully give way in the near future to 
more of an emphasis on an individual team's interaction with the 
larger organizational environment. Indeed, as the practice of estab­
lishing 'international management teams' gathers pace36 it will be even 
more important to look beyo·nd the team as a self-contained entity 
and to take on board the larger interaction process across multiple 
organizations. 
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SQUARING THE CIRCLE? 

I NTRODUCTION 

In  this book I have examined in  turn some of  the leading human 
resource management issues that will be of relevance to line 
managers. The emphasis so far has been very largely on questions 
such as what are the appropriate organizational circumstances and 
interpersonal skills to facilitate the effective operation of certain 
innovations and techniques in some of the leading functional areas of 
HRM. This final chapter seeks to step back from the detail of the 
individual issues discussed in order to provide something of a larger, 
more rounded perspective on the subject area. 

Accordingly in this final chapter I consider in turn some criticisms of 
the existing human resource management literature, discuss the place 
of trade unions in the practice of human resource management, and 
look at the infant field of international HRM. 

THE 'QUALITY' OF THE H UMAN RESOURCE 
MANAGEMENT LITERATURE 

In the Introduction to this book I noted that the subject of human 
resource management is dealt with in an overwhelmingly US-based 
body of literature which has attracted a considerable number of 
sceptics and critics both in and outside the USA.l It is not, however, 
always entirely clear whether this criticism is directed at the 
organizational practice of HRM or the literature on HRM. One 
suspects that it is a bit of both, although here I initially focus on some 
of the alleged weaknesses of the relevant body of literature. 

To some individuals there is nothing terribly new in the human 
resource management literature in that it is little more than a body of 
thought which began with the 'human relations' thinking of the 1930s 
and has evolved through the organization development and change 
literature of the 1960s and 1970s. Commentators who subscribe to 
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this sort of view are quite likely to contend that human resource 
management embodies some of the leading assumptions of the human 
relations school of thought. For instance, it assumes that high job 
satisfaction levels lead strongly and directly to high productivity 
levels, a relationship that empirical research has consistently failed to 
document.2 It may also be argued that the stress on the need to 
integrate human resource and technological developments is little 
more than the basic message of socio-technical systems theory of the 
1 960s and 1970s/ while the role of a competitive, rapidly changing 
product market environment in stimulating the need for flexible 
working practices and a close individual employee-organization 
identification process is Simply rediscovering the wheel as in Bums 
and Stalker's notion of an organic management system.4 

A second line of criticism is that the academic literature is running 
well ahead of actual organizational practice. That is, academics are 
simply retitling their textbooks (personnel management becomes 
human resource management), whereas in reality most organizations 
do not closely integrate (in a two-way fashion) human resource and 
strategic planning. As a result, so the argument goes, individual 
human resource management changes in most organizations do not 
add up to a consistent, integrated package deriving from a long-run, 
coherent management strategy, and the case studies of sophisticated 
human resource management policies are based on a very small group 
of atypical organizations; that is, organizations which operate on 
greenfield site locations, have above-average levels of 'organizational 
slack' or resources, or which have had founders or early senior 
managers who implanted in them a very special organizational culture 
that assigns a relatively high priority to human resource management 
development. In short, the basic contention of some individuals is that 
the potential applicability of a comprehensive human resource 
management approach is essentially limited to a relatively small, 
unrepresentative sub-set of individual organizations. 

A third line of argument, which draws to some extent on those 
above, is that human resource management is most applicable in non­
union organizations and may be difficult to introduce (as a result of 
union opposition) in highly unionized firms, but if it is introduced in 
the latter may have some significant anti-union implications; this line 
of argument is likely to be largely confined to national systems 
traditionally characterized by a relatively adversarial, arm's length 
collective bargaining process (e.g. the USA and Britain). Advocates of 
this school of thought can variously point to the fact(s) that 
sophisticated human resource management systems were essentially 
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developed in the non-union sector in the USA in the 1980s and 1990s, 
are designed to produce a strong individual employee-organization 
identification process which has the potential to limit the job 
dissatisfaction which tends to trigger a demand for union repre­
sentation, and may substitute for, rather than complement, existing 
collective bargaining arrangements by permitting employers to 
communicate directly with (and so influence) individual employees 
rather than communicating indirectly with them through union 
channels. In short, academic advocates of human resource manage­
ment may urge the need for senior managers to adopt a multiple­
stakeholder perspective (including employees and unions) when 
formulating their strategy/ but its heavy line management orientation 
and essential aim (Le. a 'good' human resource management system 
involves an alignment of the goals and objectives of individual 
employees with those of the organization) embody strong (if subtle) 
managerial control and 'unitarist' assumptions and implications. 

Another set of criticisms of the human resource management 
literature concerns its highly descriptive and prescriptive nature. 
There are in fact two sub-elements to this line of argument. The first is 
that the literature is very 'politically naive' in the sense that it is based 
very largely on a rational decision-making paradigm which almost 
totally ignores the all-important realities of organizational politics and 
differential sub-unit power within the management hierarchy. As a 
result, questions concerning the practical means of implementing new, 
innovative human resource management policies in organizations are 
very largely neglected. The literature in fact tends to do little more 
than imply that the very weight of environmental forces, particularly 
stemming from the product market, will necessarily convince senior 
management of the need for such a change. The second element of 
criticism is that the literature claims to be very 'bottom line' 
orientated, and certainly there are many assertions to the effect that 
human resource management policies and practices have a con­
siderable positive impact on productivity levels and overall levels of 
organizational performance. However, claims to this effect need to be 
seen in the light of the fact that the whole question of just how one 
measures organizational effectiveness is highly controversial, with 
relatively little consensus being present in the relevant body of 
literature.6 Furthermore, the few existing studies of employee 
involvement arrangements have tended to reveal relatively few 
strong relationships with various measures of organizational per­
formance.7 Moreover there have been remarkably few systematic 
empirical studies of the relationship between a package of human 
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resource management practices and various measures of larger 
organizational performance, with the positive findings of Gomez­
Mejia's survey in the USA being one of the very few that can be cited 
in this regard.8 

One should not automatically leap to the conclusion that all of 
these reservations about, and criticisms of, the existing human 
resource management literature are equally valid and strong. Never­
theless there is undoubtedly considerable merit in the number of 
them, and the very fact that such concerns and criticisms have been 
expressed should help caution any reader against the belief that the 
literature consists of a body of prescriptions and recommendations 
that are well grounded in the results of systematic empirical research. 

Fortunately there are some signs of positive change in this regard. 
The management-driven, strategic human resource management 
literature very much dominated the scene in the USA in the 1980s, 
although this is less likely to be true of the 1990s. This is because, 
firstly, there is growing recognition of, and concern about, the fact 
that the so-called bottom line orientation of this literature is far from 
having been well established in practice. As a consequence the nature 
of this particular stream of literature will need to change considerably, 
so as to provide more systematic empirical evidence of the positive 
relationship between human resource management and larger 
organizational performance; prescription, description and special case 
study situations will and should be hopefully less acceptable and 
dominant elements of this literature in the future. Secondly, there is a 
small, but growing, body of human resource management literature 
grounded more in the assumptions and values of institutional 
economists and sociologists (particularly those working on the 
development of internal labour markets) and mainstream industrial 
relations researchers. It is to be hoped that this body of work will 
occupy a much more prominent and influential role in the human 
resource management literature of the 1990s. 

H UMAN RESOURCE MANAGEMENT, I N DUSTRIAL 
RELATIONS AND TRAD E  UNIONS 

Earlier, I referred to the potentially anti-union implications of human 
resource management and the associated tendency of much of the 
literature, particularly in the USA, to ignore the presence and role of 
trade unions. At least three concerns have been expressed (especially 
in the United States) about the relationship between human resource 
management and industrial relations. 
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The first is the concern of industrial relations researchers and 
teachers that human resource management is increasingly replacing 
collective bargaining as the popular, core subject matter of industrial 
relations teaching programmes; allied to this concern is the reduced 
external funding available for research on collective bargaining. This 
change, which needs to be seen against the background of the 
substantial fall in the overall level of union density and collective 
bargaining coverage in countries like the USA and Britain in recent 
years, has raised a number of important questions and debates in the 
industrial relations research community. For example, can industrial 
relations researchers depart from their traditional concentration on 
collective bargaining and usefully and legitimately begin to study the 
employment practices and arrangements of non-union firms? Can 
industrial relations researchers, relative to labour economists and 
behavioural scientists, usefully contribute to an understanding of the 
strategic and workplace (Le. non-collective bargaining) levels of 
decision-making, with their increasingly important implications for 
human resource management developments, in unionized firms? And 
if the latter does not occur, will the distinctive contribution of 
industrial relations researchers to an understanding of the employ­
ment relationship (Le. an inherent conflid of interest between 
employees and employers) be increasingly lost, in both teaching, 
research and practitioner circles, relative to the 'efficiency' and 'co­
operation' themes of economists and behavioural scientists respect­
ively? In other words, will the concerns of 'due process' and 'equity' 
not figure prominently in the human resource management literature? 

A second, related concern of both industrial relations researchers 
and trade unionists is whether the introdudion and diffusion of human 
resource management practices will increasingly 'substitute' for the 
union role, and thus help to maintain and increase the size of the non­
union employment sedor. Those firms which have pioneered human 
resource management in the USA are invariably non-union ones, and 
the concern is that the spread of these practices will increasingly limit 
the ability of unions successfully to organize firms operating with 
these types of employment packages. There is in fact some survey 
evidence in the USA which indicates that the presence of certain 
human resource management arrangements was significantly asso­
ciated with organizations successfully maintaining their non-union 
status in the course of the 1980s.9 In other countries such relationships 
and alleged effects still remain to be investigated. 

The third concern is that management in the unionized sector, in 
order to try and compete effectively with non-union organizations, 
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will increasingly seek to emulate and introduce the human resource 
management practices which have been pioneered in the non-union 
sector. And here the concern in some union circles is that human 
resource management practices, with their emphasis on team-work, 
flexibility and individual employee commitment, will increasingly 
'individualize' industrial relations, and drive a wedge between the 
union and its membership. This concern is particularly evident in 
relation to employee involvement and participation arrangements 
which increasingly spread throughout the unionized sector in the 
USA in the 1980s. Although some national unions have positively 
endorsed such programmes, others remain more cautious and 
sceptical, while others have been actively opposed to them. Some of 
the worries expressed about these involvement/participation pro­
grammes within the union movement in the USA are that individual 
employees will increasingly identify with the organization (as 
opposed to the union), the workforce will become increasingly 
divided, grievance procedures and shop steward systems will be 
ignored, and there will be reduced membership interest, commitment 
and activity in the union.IO There is, however, variation in union 
attitudes towards such programmes in the USA, which has been 
attributed to differing assumptions regarding, for instance, product 
demand and technological developments, and their different ideo­
logical premises.lI 

In summary, human resource management developments are 
viewed by some commentators in the USA as having a very awkward, 
essentially negative relationship with industrial relations from the 
teacher, researcher and union points of view. They are seen as 
threatening the position of collective bargaining as the traditional 
centrepiece of industrial relations research, teaching and practice, and 
raise a variety of potentially difficult questions for unions, namely how 
to organize new members in the essential absence of job dis­
satisfaction and how to maintain the loyalty and commitment of 
existing members. 

In the previous chapter we saw that some unions in Britain have 
issued position statements that are sceptical, not to say critical, of 
human resource management arrangements such as quality circles. 
There are, of course, other unions in Britain which seem rather more 
favourably disposed towards involvement in and co-operation with 
such practices;- it should be emphasized that national position 
statements and guidelines issued by unions are not necessarily an 
accurate guide to what is going on in human resource management 
terms at the level of the individual workplace. Nevertheless it would 
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appear that the general position of the British trade union movement 
towards human resource management developments, as indicated by 
the statements of the Trades Union Congress and certain individual 
unions, can be described as that of a 'decentralized policy with 
national union guidelines'. 12 In essence this means that British unions: 
(1)  are concerned about HRM developments as potentially 'individ­
ualizing' industrial relations, in the sense of having the capacity to 
undermine union organization and collective bargaining arrange­
ments; but (2) recognize that product and labour market circumstances 
will inevitably lead some employers to favour such initiatives; (3) feel 
that the case for membership involvement (or not) should be made at 
the organizational level on a situation-by-situation basis, and (4) hope 
that local level negotiators will be wary about such involvement 
through the inclusion of appropriate safeguards and the obtaining of 
certain quid pro quos. In short, it appears that the union approach 
towards human resource management in general is relatively similar 
to that adopted towards other innovations such as the introduction of 
new technology. 

There is no question that human resource management develop­
ments are currently the source of much discussion, debate and re­
thinking within the British trade union movement (Financial Times, 1 1  
February 1991). Some union officers view human resource man­
agement as a relatively narrowly based movement confined 
essentially to organizations with above-average levels of 
'organizational slack'; others feel that it may be a double-edged 
weapon from the employer point of view in that if it does not fully 
deliver on its promises then the result will be an enhanced employee 
interest in unions. And yet others feel that the unions should borrow 
some of the relevant techniques and become increasingly member­
sensitive through improving, for instance, their own channels of 
internal communication. Finally, the question needs to be asked 
whether the vast majority of British trade unions have at best simply 
reacted to management-led initiatives in HRM? Are there no signs of 
a more strategic, pro-active approach from the unions? Probably most 
'outsiders' would answer 'yes' and 'no' to these two questions. 
However, there are some signs of an attempt by both the TUC and 
individual unions to make training the centrepiece of a more pro­
active position in relation to HRM; union proposals for joint training 
councils in individual organizations are clearly, however, making little 
headway at the present time. Furthermore a TUC consultative 
document (Financial Times, 15 April 1991) urged unions to become 
more knowledgeable about developments such as total quality 
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management in order to play a more constructive role in human 
resource management. 

These union concerns about the possible adverse implications of 
HRM and how to respond appropriately to them are very largely, 
although not exclusively, confined to the USA, Canada and Britain at 
the present time, countries in which relatively adversariaL arm's 
length collective bargaining has traditionally been the norm. In 
contrast, in countries characterized by higher (and more stable) levels 
of unionization, centralized industrial relations structures, active 
government involvement in the labour market and a more joint 
problem-solving collective bargaining orientation, union concerns 
about the possible negative consequences of HRM are much less 
apparent. Indeed unions in such systems have developed much more 
pro-active policy approaches and stances towards individual HRM 
developments, such as team working (see Table 8.5). 

INTERNATIONAL HUMAN RESOURCE MANAGEMENT 

If strategic human resource management was very much the phrase of 
the 1980s then it is a reasonably safe bet that international human 
resource management will be the term of the 1990s. The subject 
matter of international HRM will revolve around the issues associated 
with the cross-national transfer and management of human resources 
(e.g. selection of individuals for expatriate assignments), the cross­
national interaction of human resources (e.g. establishment of 
international joint ventures), and comparative HRM (Le. identifying 
the nature of, and reasons for, differences in practices across national 
boundaries); such issues will raise questions such as whether there is 
increasing divergence (convergence) across national systems, 
whether practices are culturally determined and to what extent 
practices in one system can be usefully adopted and modified in other 
systems. There are already some textbooks on the subject,13 although 
it seems a somewhat, to say the least, premature exercise to be 
synthesizing material in an area that is still in its infancy. I4 

Why is the subject area of international HRM likely to grow? One 
source of stimulus has undoubtedly been the research of Hofstede 
which has documented substantial differences in people's work-related 
values across different countries. IS These findings have led him to 
argue that management theories based on the value system of one 
particular country are basically untenable. Specifically he is highly 
critical of the fact that the post-war management literature is 

Copyrighted Material 



Squaring the circle? 21 1  

overwhelmingly US-dominated, which means that much of  the 
received wisdom about, for instance, leadership, motivation, etc. 
hinges critically on a particular set of cultural values which have 
limited applicability elsewhere. A similar line of research has been 
pursued by Laurent, who has concluded 'that deep-seated managerial 
assumptions are strongly shaped by national cultures and appear quite 
insensitive to the more transient culture of organizations'.16 In a 
subsequent paper, Laurent has argued that a contingent approach to 
organizational change needs to be developed to take account of the 
role of national culture, because: 

When a majority of German managers perceive their organizations as 
a co-ordinated network of individuals taking rational decisions based 
on their professional knowledge and competence, any process of 
planned organizational change in Germany will have to take this into 
consideration. When a majority of British managers view their 
organization primarily as a network of interpersonal relationships 
between individuals who get things done by influencing and 
negotiating with each other, a different approach to organizational 
change may be needed in England. When a majority of French managers 
look at their organizations as an authority network where the power to 
organize and control the actors stems from their positioning in the 
hierarchy, another change model may be called for in France.17 

A second source of interest in the field has corne not from research, 
but from actual organizational practice. That is, the increasingly 
competitive product market environment has stimulated a rethinking 
of competitive strategy, an important component of which has been 
to open up the individual organization to forge linkages with 
organizations in other countries. IS There are in fact a whole family of 
strategic alliances or intercorporate linkages which organizations can 
be and have become increasingly involved in. Examples include 
licensing agreements, technology transfer arrangements, bidding 
consortiums and international joint ventures. Even the most casual 
look at the pages of the Financial Times indicates the increased 
significance of international joint ventures (which involve the creation 
of a separate organizational entity whose ownership is shared by firms 
based in different countries) in recent times. For example, in the 1980s, 
US firms engaged in over 2,000 alliances with firms in European 
countries;19 in late 1 989, 1 ,106 joint ventures with western companies 
had been officially registered in the (then) Soviet Union,z° while the 
number of recorded joint ventures in the EC increased by some 80 per 
cent in the years 1984/5-1988/9.21 
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Box 9.1 Human resource management in three international 
joint ventures 

1 This Anglo-German joint venture was establ ished in 1974, and 
currently has 34 employees. It manufactures electro-mechanica l  
equipment for the North Sea o i l  industry. It is a non-union 
organization, with al l human resource management matters being 
dealt with by the managing director and the production 
manufacturing manager. Their priority concern is to ensure the 
payment of an hourly wage rate sufficient to recruit labour in a 
relatively tight local labour market area. They pay considerably above 
the national engineering agreement, and obtain their i nformation on 
the going local rate from personal and telephone contacts with other 
employers in  the area. On the procedu ral side, information from 
handbooks for smal l businesses in the UK has been essential ly uti lized. 

2 This Anglo-German joint venture was establ ished in 1 972. It is a 
chemical manufacturing one which currently employs some 200 
workers. It is located very close to its British parent company which 
has meant that there are joint pension arrangements, job vacancies 
are l i sted in both the joint venture and the British parent company, 
terms and conditions of employment are broadly s imi lar, salary survey 
information is shared and the British parent company's procedural 
arrangements have provided the basis for those in the joint venture. 
The joint venture recognizes unions for collective bargaining 
purposes, and the level of union membership in the joint venture is 
essential ly s imi lar to that in the British parent company. There is a 
specialist human resource management function and current human 
resource management developments include the introduction of 
annual hours arrangements and the negotiation of multi-ski l l ing and 
functional flexibi l ity arrangements. These developments are on-going 
throughout the whole of the British parent company's operations. 

3 This i nternational jo int venture was establ i shed in 1 987 as a 
greenfield site. It is in the texti le industry, has two Japanese parent 
companies and a British one and employs 140 workers, a figure 
expected to rise to 240 in the next twelve months. The human 
resource management policy mix includes s ingle status arrangements, 
team-based working arrangements, a strong emphasis on d i rect, two­
way communications (i.e. team briefing) and a system of performance 
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Box 9 . 1  continued 

appraisal for all employees. The joint venture is located at a 
considerable d istance from any other plants owned by the British 
parent company. Indeed its terms and conditions of employment are 
not l inked or related to those anywhere else in  the parent company, 
and it is a non-union establ ishment in contrast to all other plants 
owned by the parent company. 

The vast majority of research on joint ventures (both national and 
international ones) has been conducted by business policy and 
organization strategy researchers. Their work suggests that the single 
most important decision involved in an international joint venture is 
that of choosing an appropriate partner. And here the most important 
considerations have been listed as follows: (1)  possession of the 
desired source of competitive advantage; (2) the need for a 
complementary or balanced contribution from the firm; (3) a 
compatible view of international strategy; (4) low risk of becoming a 
competitor; (5) pre-emptive value as a partner vis-a.-vis rivals and 
(6) organizational compatibility.22 The importance of taking on board 
such considerations should be seen in the light of the relatively high 
'failure' rates of international joint ventures, with figures of 30-40 per 
cent frequently being reported.23 

The 'organizational compatibility' consideration noted above 
would seem to point to the potential significance of human resource 
management considerations. Indeed such considerations have figured 
prominently in media discussions of the problems of, for instance, 
'successfully managing' US-Japanese joint ventures (Financial Times, 
22 February 1991). The increasing number of international joint 
ventures, together with the publicity of 'organizational incom­
patibility' problems, is likely to cause human resource management 
researchers in the 1990s increasingly to switch their attention away 
from wholly owned, foreign subsidiaries to international joint venture 
operations. Indeed there are already articles urging work along these 
lines,24 and as this process occurs it will be important for researchers to 
recognize from the outset the quite considerable diversity in the 
human resource management practices and priorities of international 
joint ventures. Such diversity and variation is illustrated by the three 
organizational examples in Box 9. 1 .  

Box 9 .1  suggests three basic types of  international joint ventures in 
human resource management terms: (1)  the small joint venture 
partnership in the engineering industry where there is no specialist 
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human resource management function, human resource management 
issues are few and the organization is essentially similar to a small 
(domestically owned) single, independent establishment; (2) an 
international joint venture where the British parent company is, for 
reasons of physical proximity, the dominant force in human resource 
management, but there is little in the joint venture in human resource 
management terms that is different to that elsewhere in the British 
parent company set-up; and (3) an international joint venture where 
again the British parent company is the dominant force in the human 
resource management area, but where a conscious decision has been 
taken to try and 'break the mould' and depart from the existing parent 
company HRM practices. It will clearly be an important task for future 
research to identify the relative proportions of these (and other 
possible) types in given samples of international joint ventures. Such 
studies will, however, far from exhaust the potential interest of such 
organizations to HRM researchers; other issues to be examined will 
include the identification of the HRM problems that arise in such 
organizations, and how to provide an HRM package that facilitates 
the effective performance of individual managers in such organiza­
tions. 

A FINAL PERSO NAL NOTE 

At the present time there are numerous books and articles emerging, 
particularly in Britain, which are concerned with the alleged internal 
contradictions of human resource management.25 It is not, however, 
always clear whether individuals see these contradictions as inherent 
in the notion of HRM, or whether they arose rather from a poorly 
thought-out implementation process at the level of the individual 
organization. However, it is probably true to say that most human 
resource management researchers have some concerns about both the 
literature and practice of HRM at present. I am no exception in this 
regard and as a consequence in this final section wish to highlight 
some issues in the HRM area which need to be more fully and 
carefully addressed by researchers, practitioners and policy makers. 
The issues I have in mind may be briefly highlighted as follows:26 

• The underlying theory in much of the HRM literature is rather 
weak. For instance, there is a tendency simply to treat 'human 
resource potential' (Le. the motivation, commitment, etc. of 
individual employees) as an intervening variable between 
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organizational characteristics and organizational outcomes, which 
if 'managed effectively' will contribute to high performance. In 
order to demonstrate that the nature of the HRM policy mix 
positively influences human resource potential which, in turn, 
feeds through to positive organizational performance, there is a 
very real need for more explicit theories of employee motivation, 
commitment, etc. and the need to control for larger influences on 
such motivation and commitment both within the organization 
and from the external environment. 

• The larger body of organizational theory has increasingly 
recognized that internal decision-making processes of organiza­
tions are more capable of understanding and analysis in 'political', 
rather than rationaL terms in which notions of power, conflict and 
negotiation are all-important. This insight needs to be increasingly 
incorporated in the HRM literature in order to try and understand 
the processes involved in initiating, integrating and institu­
tionalizing individual HRM innovations. 

• The unit of analysis involved in the HRM literature is very much 
that of the individual organization. Such a perspective fails to 
attach sufficient importance to developments and influences 
beyond the boundaries of individual organizations that can be 
particularly important in shaping HRM developments (or the lack 
of them) in individual organizations. For instance, it is widely 
contended that the tendency of competing firms to 'poach' trained 
labour will reduce the incentive of any one firm to engage in 
training. More generally, it has been suggested that the strength 
of external financial markets makes for a short-term orientation 
among British and American management that systematically 
under-values human resource orientated investments which have 
definite, short-term costs but longer-term, more uncertain pay­
offs. 

• The strong management orientation in the HRM literature 
conveys very much the impression that human resource man­
agement innovations are a private affair, in which the government 
can (and should, at least to some commentators) play a very small 
role. This is particularly unfortunate given that one of the great 
challenges in the HRM area is to know how to institutionalize (i.e. 
ensure the survival of) 'best practice' arrangements in individual 
organizations and then spread or diffuse such arrangements across 
a larger cross-section of organizations. And it is the government 
that can potentially be important in this regard through a variety 
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of mechanisms such as the provision of tax or financial incentives 
for particular innovations, disseminating information through 
issuing codes of practice, facilitating the establishment of pilot 
projects and inter-organizational learning networks, etc. Indeed 
such initiatives have frequently been undertaken by governments 
in individual countries and it is important for both practitioners 
and researchers to learn more about the relative effectiveness of 
such measures. 

Obviously other individuals would want to add to this particular 
list. But even what has been listed here helps make the basic point that 
the agenda of both HRM researchers and practitioners should be 
relatively busy and important for some years to come. 
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APPENDIX: TEACHING MATERIAL 

I have found the following questions useful for exam and essay 
questions and for providing a focus for classroom discussions. 

• Is HRM a good thing or bad thing from the point of view of the 
personnel management function of individual organizations? 
(Chapter 1) 

• Should Britain pursue a low-wage competitive strategy? (Chapter 
1) 

• What is the essence of 'corporate culture' and how might 
management seek to change it in an individual organization? 
(Chapter 2) 

• 'Corporate culture is stich an elusive term that it has no practical 
implications for management seeking to bring about 
organizational change.' Discuss. (Chapter 2) 

• What are the major weaknesses of interviews in the selection of 
employees? How can such weaknesses be overcome? (Chapter 3) 

• Given the relative success of assessment centres, why don't more 
organizations use these for selection purposes? (Chapter 3) 

• Can and should performance appraisal interviews be a completely 
objective exercise? (Chapter 4) 

• How can the process of employee appraisals be improved? 
(Chapter 4) 

• What are the leading characteristics or features of a good 
counselling interview? (Chapter 4 Appendix) 

• 'Performance-related pay is the obvious means of stimulating 
good on-the-job performance.' Discuss. (Chapter 5)  

• Performance-related pay arrangements can be variously based on 
the individual employee, groups of employees or the organization 
as a whole. Which of these is the most suitable for adoption in 
most organizations? (Chapter 5) 
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• 'The good international manager is born not made.' Discuss. 
(Chapter 6) 

• What are the potential benefits and costs of a formal mentoring 
programme for career development purposes? (Chapter 6) 

• 'If employees value face-to-face communication concerning their 
working environment then there is no substitute for team 
briefing.' Discuss. (Chapter 7) 

• 'Employee attitude surveys generate little real information as 
employees only tell you what they think you want to hear.' 
Discuss. (Chapter 7) 

• Can organizations usefully build on the lessons of experience with 
quality circles? (Chapter 8) 

• Are team working arrangements the wave of the future? (Chapter 
8) 

The follOWing assignment has proved useful in introdUcing students to 
the general subject area and providing line managers with more 
knowledge of what is happening in their own HRM department. It  
also proVides useful feedback to the teacher (e.g. the thumbnail 
sketches set in Box 1 . 1  came from this source). 

Basic objective 

Recent years have witnessed a great deal of discussion of what is, or 
should be, happening to the personnel management (human resource) 
function in individual organizations. Specifically, has the function 
gained or lost ground, relative to other functions, in terms of 
resources, influence, status and power in organizations? The basic 
purpose of the assignment is to document what has happened (if 
anything) to the PM/HRM function in your organization in recent 
times (say the last five years). Ideally you should concentrate on your 
particular workplace, but if you work for a multi-established 
organization you may want to take on board the nature and influence 
of developments in the larger organizations. 

The basic structure 

In essence the assignment should consist of four sections: 

(a) A short introductory section designed to familiarize the reader 
with the nature of your organization. The material covered here 
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should include size of the organization, industry, competitive 
strategy, recent levels of performance, etc. 

(b) The subjective views of individuals in the PM/HRM function, and 
at least one other functional area of management, as to the extent 
and nature of any change in the function in recent years. 

(c) Any objective indicators of change. For example, changed 
numbers in the fundion, title or job description changes, 
changed reporting relationships, new priorities, etc. 

(d) The major reasons for any observed changes. Changes in labour 
market conditions, union influence and government legislation 
are frequently mentioned in this regard. However, there may be 
other important influences, such as a change in the nature of 
competitive strategy or a change in the priorities of senior 
management. 

In addition to the Harvard Business School case studies there are more 
and more books of case studies appearing; it is also pleasing to see that 
some of the more recent case study books are looking beyond the 
manufacturing sedor and some even have an increaSingly inter­
national flavour. Some of the cases in the books by S. Tyson and 
A. Kakabadse (eds.) (Cases in Human Resource Management, 
Heinemann, London, 1987), D. Winstanley and J. Woodall (Case 
Studies in Personnel, IPM, London, 1992), A. Mulvie and M. 
McDougall (Human Resource Management in Practice, Chartwell-Bratt, 
Bromley, 1990), and S. Vickerstaff (Human Resource Management in 
Europe, Chapman and Hall, London, 1 992) have proved especially 
useful. 
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