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This book and its antecedent have been through many editions in the quarter of a century
since first publication in 1979 as Torrington, D.P. and Chapman, J.B., Personnel Manage-
ment, Prentice Hall International: London. Over that period it has steadily evolved in line
with the development of the personnel/HR function and the changing mix of students study-
ing the subject. In 1979 Personnel Management or Manpower Administration was given
little respect in academia. It was rarely taught on undergraduate courses and the UK did
not have a single professor of personnel management, although there was a reasonable
number of professors of industrial relations. Teaching was mainly focused on professional
courses leading to a qualification from the then Institute of Personnel Management (IPM).
Twenty-five years later human resource management is found in virtually all undergradu-
ate teaching of business and management, as well as in MBAs and specialist masters’ pro-
grammes. The number of professors of industrial relations is declining and professors of
HRM are everywhere.

We have been very glad to see the number of people buying the book increase year by
year, despite the great growth in the number of available texts, and the steady growth of
translations into foreign languages, with Georgian and Serbian being the latest versions. It
is also gratifying to see that the use of the text is equally strong at all academic levels from
specialist master’s, through MBA to all undergraduate and professional courses, and that it
is being used by many practitioners.

For this latest edition we have comprehensively updated and revised the material to
encompass legislative changes, emerging issues of professional and academic debate,
findings and commentary from our own recent research into contemporary business prac-
tices, and other recent data and survey findings. Despite adding much new material we
have maintained the same general structure that has been appreciated in the past, taking
each of the main functional areas of HRM in turn. We have also been careful to retain all
of the material that regularly receives special commendation and requests for permission
to copy.

For the first time we have dropped the part of the text on organisation, as several of the
people who were kind enough to review our previous edition for us felt that this material was
now more appropriately located in a text on general management. Also following reviewers’
comments we have a new Part VIl dealing with developing issues that affect all the func-
tional areas of human resource management.

There is a range of assessment material and illustrations, as well as several design fea-
tures to assist readers further in using and learning from the text; these include:

xiii



Preface

Xiv

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

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

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

Case study problems: at the end of each part we have included one short case study
with several questions to enable readers to review, link and apply their understanding of
the previous chapters to a business scenario.

Examination questions: at the end of each part of the text we have included eight
sample questions from past examinations at various levels: undergraduate, MBA,
master’s and professional.

Web links are given as appropriate at various points in the text. These are either to the
text’s companion website, where there is a great deal of further material, or to other
websites containing useful information relating to the topics covered.

Further reading lists for each chapter suggest further relevant readings, with guidance
on their value.

Each part of the text includes a brief introduction to its scope and purpose.

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

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

In previous editions there have always been a number of chapters dealing with the
face-to-face situations that make up a large part of the HR manager’s day. This time they
are re-styled as ‘Focus on skills’ at the end of each part; they have a twofold purpose.
Not only do they introduce a basic aspect of human resource management activity, they
also act as a means of focusing one’s understanding of the myriad other activities dis-
cussed in the part of the text which they conclude.

For the first time we include a Glossary. This is not a comprehensive repetition of all the
terms used throughout the text. Rather, it provides further notes on a selection of words
and phrases that benefit from more background than is already provided. Words that
appear in the glossary are emboldened the first time they appear in the text.



Preface

Website: the companion website www.pearsoned.co.uk/torrington has more material,
including further case studies or exercises for each chapter and support for both tutor
and student. The HRP Exercise is directly referred to in Chapter 3, as this is an integral
part of the chapter. This exercise is a case study giving worked examples of how the
techniques referred to in the chapter have been used.

Supporting resources
Visit www.pearsoned.co.uk/torrington to find valuable online resources

Companion Website for students
Learning objectives for each chapter
Over 250 multiple choice questions to help test your learning
FT articles with exercises and activities
Three extra chapters on organisational processes and structures
A glossary of key concepts
Links to relevant sites on the web

For instructors
Complete, downloadable Instructor’'s Manual
PowerPoint slides that can be downloaded and used as OHTs

Also: The Companion Website provides the following features:

Search tool to help locate specific items of content
E-mail results and profile tools to send results of quizzes to instructors
Online help and support to assist with website usage and troubleshooting

For more information please contact your local Pearson Education sales
representative or visit www.pearsoned.co.uk/torrington

OneKey: All you and your students need to succeed

OneKey is an exclusive new resource for instructors and
students, giving you access to the best online teaching K
and learning tools 24 hours a day, 7 days a week. e

IIOneKey's
. all you nee«
OneKey means all your resources are in one place

for maximum convenience, simplicity and success. Convenience. Simplicity. S

A OneKey product is available for Human Resource Management, sixth
edition for use with Blackboard™, WebCT and CourseCompass. It contains:

Online Study Guide
Additional FT articles with exercises and activities
Flashcards to test knowledge of key terms

For more information about the OneKey product please contact your local
Pearson Education sales representative or visit www.pearsoned.co.uk/onekey
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Windows on Practice
A Provides a range of interesting and topical
Guided tour illustrations of HRM in practice

Part I Resourcing

WINDOW ON PRACTICE

An employment contract comes into existence when an unambiguous offer of
employment is made and is unconditionally accepted. Once agreed neither side can

of the other. An employer cannor thercfore unlaterally cut cmployces' pay, lenhen
their hours of work, educe their holiday entiement, change their place of work or
move them to another kind of work. To do 5o the employer either has o secure the
employees'agreement "
that the right to make adjustments to terms and conditions i witten into the con-
tract by means of flexibilty clauses. Where an employer forces changes through
without sccuring the agreement of employees dircedly, or in many cases through
negotiation with union representaives, Iegal action may follow. An cmployce may
simply bring a claim for breach of contract and ask that the original contract be
honoued. In such circumstances compensation may or may not be appropriae.
Alternativly, where the employer's breach i serious or where it s one of the implied
duries lsed above that has not been honoured, employees are ntited to resign and
CEAE) claim constructive dismissal in an Employment Tribunal, in which case their sifu-
ation i teated as ifthey had actually been dismissed (see Chaper 9).
“Table 5.2 provides achecklist for preparing a contract of cmployment.

o » or has o ensure

RESOURCING

WORKING PATTERNS

: Aside from payment arrangements, for ful-ime workers the pattern of hours which
Strategic aspects of they are expected to work is the most important contractual issue. The total number
by UK

IR of the past 150 years, but started to rise again in the 1990s (Harkness 1999). In 1850
the normal working week was established as 60 hours spread over six days of
Contracts, contractors and 10 hours each 02003,

and unpaid overtme, was 44 hours for men and 39 hours for women (Labour Market
consuitants Trends 2003a). Interestingly, in the last two or three years there is evidence that

Recruitment 102
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Staff retention

Ending the contract < Part opening page
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Selection interviewing

Activity boxes
Allow you to review and apply your understanding
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Chapter 5 Contracts, contractors and consulanis

Zero hours

A zero-hours contract is onf in which individuals are effectively employed on a
casual basis and are not guarhnteed any hours of work at all. Instead they are called
in as and when there is a nfed. This has long been the practice in some areas of
employment, such as nursing agencies and the acting profession, but it has recently

been used to some extent in peher areas, such as retailing, to deal with emergencies
or unforescen circumstances| Such contracts allow employers to cope with unpre-
dictable patterns of business but they make life rather more unpredictable for the
individuals involved. The lack of security associated with such arrangements makes
them an unattractive prospect for many.

CHAPTER 22

HEALTH, SAFETY
AND WELFARE

ATYPICAL CONTRACTUAL ARRANGEMENTS

Recent decades have seen the growth of contractual arrangements that differ from
the permanent, open-ended, full-time, workplace-based form of employment that
has always been regarded as representing the norm. As was shown in Chapter 1,
there is considerable disagreement about the significance of these trends. For some
they mark the “beginning of the end” for jobs as we have come to experience them
over the past 100 years, while for others they represent a modest adjustment of
traditional practices in response to evolving labour market developments and to

d cturing, E effective

‘management of people.

Contracts of limited duration

Contracts of employment vary in all manner of ways. One of the most important
DEFINE THE TERMS HEALTH. SHFETY AN WELEARE AND THE distintions relates to their length. Here it is possible to identify three basic forms:
« Permanent: This is open-ended and without a date of expiry.

2 EXPLAIN THE FRAMEWORK OF CRIMINAL LAW IN THE HEALTH AND SAFETY FIELD AND I v « Fixed term: This has a fixed start and finish date, although it may have provision
for notice before the agreed finish date.

W IN HEALTH AND SAFETY MANAGEMENT,

OTIONAL WELFARE AMONG STAFF

IDENTIFY THE & s URIES RRING IN THE
WORKPLACE

: Chapter opening page
Learning objectives help you focus on what you
should have learned by the end of the chapter




You R Manager for a pany with 2,000
‘employees based in a arge city in the north of England and your company has just
INTERACTIVE SKILL 2: taken the south of P
SELECTION INTERVIEWING 1,100 staff. Both firms have a long history and to some extent cover the same insurance
markets, although the company in the south of England covers two faifly large specialst
areas which are not covered in the north. This was one of the reasons for the takeover,
s such speciaststaff require a long traiing and need to acaure high levels of
‘expertise. There are 300 staffin the south who are dedicated to these specialist

Central to al resourcing s the selecton interview, which i

ne of the most familar and forbidding encounters of

janisational lfe. Most people have had at last one experi- b
ence of being i ed as a preliminary to employment ‘and now it s complete there is considerable uneasiness. Only throe years ago the

party to a merger with anoth and as a result 20 por
and fow roflect with pleasure on the experience. HR special- cent of staff were made redundant, There had been promises of a bright future after
ists have acrtial rolein selection interviewing, carrying out these dificult times.

or ithas been

many of the interviews and encouraging good interviewing will close almost immediately and all staff wil be located in newly bt offces 15 miles
T DDl T ST T out of the norther city. Many of the souther staff are alarmed at the idea of mc

and equally .y may not be invited round of
redundancies. This especially applies to those who are over 50. The northern staff
are divided in their views about the move out of the city cenre. Those who live on the
western side of the city whera the new offices are located are generally delighted to.
be able to work near 1o home in an exclusive part of the county. Staff who live on the
other side of the city are concerned — some are not happy to fravel long distances.
‘each day, and for a variety of reasons do not want to move 1o the ofher side of the ity.
Some would ike to move, but find that the diference in house prices is 100 great. Many
are disappointed that they will o longer wark in the city centre, which is something they
had valued. y ¥
northern staf,

‘The required profile s broadly as set out in the following table:

A Senior and middle management 35
B ager 1;

C Clericaliadministrative 600
D Manualancilary. 65

Focus on skills Case study problems

Appear at the end of each part, offering clear guidance Offer a variety of business scenarios, encouraging
and a range of exercises to help you to develop the you to apply your understanding of the issues
skills required of a Human Resource Manager covered in the text

d consulation

Chapter 21 Recogniton a

intentions. The recipient could use or ignore it at will, depending on the common-
sense assessment of its value. Legislation has caused the need for advice of the type
offered by a professional. This is thoughtful and intended to be helpful, but may not
be welcome. It will be based on an informed examination of statute and precedent,

and willinclude a full appreciation of the strategic implications of whatever is being

considered. No HR manager can now regard the general company strategy as some-

thing of concern only to other members of the man
such an obvious point, it needs reiteration as a numb
in HRM retain a view that their role is t
commentators castigate personnel mar

nent team. Although this is
of those applyin for courses
be much more even-handed, and some
 for adopting a managerial approach 2 Outine the ad d @ and (o) seral

1 How s the labour force changing and what are the implications of these changes for
human resource management?

One commentary criticised HR managers for abandoning their social and religious
principles, adopting a managerial rather than an independent professional stance,
ignoring the pluralistic nature of work organisations and consolidating an exploit-
ative relationship between people at work (Hart 1993). Today’s HR manager is
inescapably and necessarily a representative of management interests. In union recog
nition issues in particular, there is no point in having a personnel manager involved
who does not adopr that perspective.
R manager therefore carries a specific type of authority. As well as receiv

ing advice, the employer needs to see tha all employment maters are administered

ina way that is consistent with the legislative framework, and part of that require-
ment is that managerial actions should be consistent with cach other. It may also be
that peaple sce the need not only for
who knows the esoteric rules of procedu
discussion.

but also for re

esentation

presen y someone
nd behaviour in a highly stylised form of

‘Whie trade union recogniton is less common than it was 25 years ago, collective
bargaining pa
a large minority of workplaces. It is sil dominant in the public sector.

An employer is deemed in law to have recognised a trade union if it negotiates with
it about pay, conditions or employment policy. Recognition gives trade unions and
their representatives important rights n law.

There cases

from in favour of and
Their validity

the organisation.

Collective bargaining varies in terms of ts scope and its level and in the number of
unions involved. Recent years have seen moves towards partnership agreements,
as well as those designed o achieve flexibity and to faciltate the introduction of
new technology.

agreements reached.

nterviews in selection. In which circumstances would you recommend each approach?
3 What techniques can managers adopt to improve their recruling and interviewing
practices?

4 Describe and explain the management praciices necessary 1o avoid a claim at a
trbunal for unfair dismissal,

5 Outine the major factors that influence the use of part-time work in Britain, and
discuss the implcations of parttime work for part-ime workers.

6 Under hours systems
“flexibity they require’?

7 XYZ plc recruits about 15 graduates and MBAS each year, using application forms,
references and the selection interview. The HR Director is thinking of introducing
assessment centres for this process. What factors should be considered in
‘approaching this decision?

8 If there appears to ba a problem of retaining employees in the business, how would

o or proble,
strategies would you adopt if you decided it could be solved?

Summary propositions Exam questions
Help you to check your understanding of chapter Each part concludes with sample questions from
content and provide a useful revision tool past examinations at various levels
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The first part of the book has three chapters and a Focus on skills to introduce
various dimensions of what human resource management involves. Chapter 1
sets the scene by describing the way in which human resource management
works today and then explains how it has evolved to its present form over the
hundred years of its existence as a separate function of management. It shows
that present-day practice is not only a response to contemporary business
demands and social expectations, but also an amalgam of different features
which built up throughout the twentieth century and continue in the twenty-first.
Later there is a philosophy for human resource management. This is followed by
summaries of major debates in the field.

Chapter 2 concentrates on strategy in personnel and human resource
management. We see the way in which HR specialists make their strategic
contribution, drawing a distinction between a human resource strategy and
strategic human resource.

Chapter 3 s different from all the others in having a strong focus on the
analytical techniques and processes involved in planning relating to jobs and
people.

The Part | Focus on skills begins a series of treatments of the way in
which being effective in different face-to-face situations is a fundamental feature
of life for all in human resource management.
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CHAPTER 1

THE NATURE OF HUMAN
RESOURCE MANAGEMENT

1 REVIEW KEY CURRENT DEVELOPMENTS IN HUMAN RESOURCE MANAGEMENT

2 EXPLAIN THE DIFFERENT WAYS IN WHICH THE TERM ‘HUMAN RESOURCE MANAGEMENT’ IS USED

3 SET OUT THE MAIN OBJECTIVES OF THE HUMAN RESOURCE FUNCTION

4 REVIEW THE HISTORICAL EVOLUTION OF THE MODERN HR FUNCTION

5 EXPLAIN THE PHILOSOPHY OF HRM THAT IS ADOPTED IN THIS BOOK

6 INTRODUCE MAJOR CURRENT DEBATES IN THE FIELD OF HRM
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Human resource management (HRM) is the basis of all management activity, but
it is not the basis of all business activity. A business may depend fundamentally on
having a unique product, like the Dyson vacuum cleaner, or on obtaining the neces-
sary funding, like the London bid to stage the Olympic Games, or on identifying a
previously unnoticed market niche, like Saga Services. The basis of management is
always the same: getting the people of the business to make things happen in a pro-
ductive way, so that the business prospers and the people thrive.

HUMAN RESOURCE MANAGEMENT FOR THE
TWENTY-FIRST CENTURY

Businesses are diverse. Prisons, restaurants, oil companies, corner shops, fire brigades,
churches, hotel chains, hospitals, schools, newspapers, charities, doctors’ and dent-
ists’ surgeries, professional sports teams, airlines, barristers’ chambers and univer-
sities are all businesses in the sense that they have overall corporate missions to
deliver and these have to be achieved within financial constraints. They all need to
have their human resources managed, no matter how much some of the resourceful
humans may resent aspects of the management process which limit their individual
freedom of action.

Managing resourceful humans requires a constant balancing between meeting the
human aspirations of the people and meeting the strategic and financial needs of the
business. At times the balance can shift too far in one direction. Through the 1960s
and 1970s the human aspirations of senior people in companies and public sector
operations tended to produce large staffs, with heavyweight bureaucracies and stag-
nant businesses. One consultancy in the 1970s produced monthly comparative data
measuring company success in terms of profitability and the number of employees
— the more the better. At the same time the aspirations of employees lower down in
the bureaucracy tended to maintain the status quo and a concentration on employee
benefits that had scant relevance to business effectiveness. By the end of the twenti-
eth century financial imperatives had generated huge reactions to this in the general
direction of ‘downsizing’ or reducing the number of people employed to create busi-
nesses that were lean, fit and flexible. Hierarchies were ‘delayered’ to reduce num-
bers of staff and many functions were ‘outsourced’, so as to simplify the operation
of the business, concentrating on core expertise at the expense of peripheral activit-
ies, which were then bought in as needed from consultants or specialist suppliers.
Reducing headcount became a fashionable criterion for success.

By the beginning of the twenty-first century the problems of the scales being tipped
so considerably towards rationalisation were beginning to show. Businesses became
more than slim; some became anorexic. Cost cutting achieved impressive short-
tem results, but it cannot be repeated year after year without impairing the basic
viability of the business. Steadily the number of problem cases mounted. In Britain
there was great public discussion about problems with the national rail network and
the shortage of skilled staff to carry out maintenance and repairs or lack of trained
guards.
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WINDOW ON PRACTICE

HR managers need to be particularly aware of the risks associated with cost
cutting, as they may be the greatest culprits. The British National Health Service has
long been criticised for inefficient use of resources, so large numbers of managers and
administrators have been recruited to make things more efficient. Many of these new
recruits are HR people who may be perceived by health professionals as creating
inefficient and costly controls at the expense of employing more health professionals.
We are not suggesting that these criticisms are necessarily justified, but there are
undoubtedly situations in which the criticisms are justified.

There is now a move towards redressing that balance in search for an equilibrium
between the needs for financial viability and success in the marketplace on the one
hand and the need to maximise human capital on the other.

BUSINESSES, ORGANISATIONS AND HUMAN
RESOURCE MANAGEMENT

Most books on management and the academic study of management use the term
‘organisation’ as the classifier: organisational behaviour, organisational psychology,
organisational sociology and organisation theory are standard terms because they
focus on the interaction between the organisation as an entity and its people or
with the surrounding society. So far we have used the word ‘business’. We will not
stick to this throughout the book, but we have used it to underline the fact that HR
people are concerned with the management of resourceful humans zot employed
within the organisation as well as those who are. The above criticism of NASA’s
complacency was because they had lost the sense of ownership and responsibility
for a human capital input simply because the people were employed by a different
organisation. HR people have to be involved in the effective management of all
the people of the business, not only those who are directly employed within the
organisation itself. We need to remember that organisation is a process as well as
an entity.
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ACTIVITY 1.1

Human resource managers administer the contract of employment, which is
the legal basis of the employment relationship, but within that framework they also
administer a psychological contract for performance. To have a viable business the
employer obviously requires those who do its work to produce an appropriate and
effective performance and the performance may come from employees, but is just as
likely to come from non-employees. A business which seeks to be as lean and flex-
ible as it can needs to reduce long-term cost commitments and focus its efforts on the
activities which are the basis of its competitive advantage. It may be wise to buy in
standard business services, as well as expertise, from specialist providers. Perform-
ance standards can be unambiguously agreed and monitored (although they rarely
are), while the contract can be ended a great deal more easily than is the case with a
department full of employees.

We refer to a contract for performance because both parties have an interest in
performance. The employer needs it from the employee, but an employee also has
a psychological need to perform, to do well and to fulfil personal needs that for many
can best be met in the employment context. Schoolteachers cannot satisfy their
desire to teach without a school to provide premises, equipment and pupils. A
research chemist can do little without a well-equipped laboratory and qualified col-
leagues; very few coach drivers can earn their living unless someone else provides
the coach.

DEFINING HUMAN RESOURCE MANAGEMENT

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

HRM mark 1: the generic term

The role of the human resource functions is explained by identifying the key object-
ives to be achieved. Four objectives form the foundation of all HR activity.

Staffing objectives

Human resource managers are first concerned with ensuring that the business is
appropriately staffed and thus able to draw on the human resources it needs. This
involves designing organisation structures, identifying under what type of contract
different groups of employees (or subcontractors) will work, before recruiting,
selecting and developing the people required to fill the roles: the right people, with
the right skills to provide their services when needed. There is a need to compete
effectively in the employment market by recruiting and retaining the best, affordable
workforce that is available. This involves developing employment packages that are
sufficiently attractive to maintain the required employee skills levels and, where neces-
sary, disposing of those judged no longer to have a role to play in the organisation.

Performance objectives

Once the required workforce is in place, human resource managers seek to ensure
that people are well motivated and committed so as to maximise their performance
in their different roles. Training and development has a role to play, as do reward
systems to maximise effort and focus attention on performance targets. In many
organisations, particularly where trade unions play a significant role, human resource
managers negotiate improved performance with the workforce. The achievement of
performance objectives also requires HR specialists to assist in disciplining employees
effectively and equitably where individual conduct and/or performance standards
are unsatisfactory. Welfare functions can also assist performance by providing con-
structive assistance to people whose performance has fallen short of their potential
because of illness or difficult personal circumstances. Last but not least, there is the
range of employee involvement initiatives to raise levels of commitment and to
engage employees in developing new ideas.

Change-management objectives

A third set of core objectives in nearly every business relates to the role played by the
HR function in effectively managing change. Frequently change does not come along
in readily defined episodes precipitated by some external factor. Instead it is endemic
and well-nigh continuous, generated as much by a continual need to innovate as
from definable environmental pressures. Change comes in different forms. Some-
times it is merely structural, requiring reorganisation of activities or the introduc-
tion of new people into particular roles. At other times cultural change is sought in
order to alter attitudes, philosophies or long-present organisational norms. In any of
these scenarios the HR function can play a central role. Key activities include the
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recruitment and/or development of people with the necessary leadership skills to
drive the change process, the employment of change agents to encourage acceptance
of change and the construction of reward systems which underpin the change pro-
cess. Timely and effective employee involvement is also crucial because ‘people sup-
port what they help to create’.

Administration objectives

The fourth type of objective is less directly related to achieving competitive advant-
age, but is focused on underpinning the achievement of the other forms of objective.
In partit is simply carried out in order to facilitate an organisation’s smooth running.
Hence there is a need to maintain accurate and comprehensive data on individual
employees, a record of their achievement in terms of performance, their attendance
and training records, their terms and conditions of employment and their personal
details. However, there is also a legal aspect to much administrative activity, mean-
ing that it is done because the business is required by law to comply. Of particular
significance is the requirement that payment is administered professionally and law-
fully, with itemised monthly pay statements being provided for all employees. There
is also the need to make arrangements for the deduction of taxation and national
insurance, for the payment of pension fund contributions and to be on top of the
complexities associated with Statutory Sick Pay and Statutory Maternity Pay, as well
as maternity and paternity leave. Additional legal requirements relate to the mon-
itoring of health and safety systems and the issuing of contracts to new employees.
Accurate record keeping is central to ensuring compliance with a variety of newer legal
obligations such as the National Minimum Wage and the Working Time Regulations.

Each of the four types of HR objective is important and necessary for organisations in
different ways. However, at certain times one or more can assume greater importance
than the others. Can you identify types of situation in which each could become the
most significant or urgent?

Delivering HRM objectives

The larger the organisation, the more scope there is to employ people to specialise in
particular areas of HRM. Some, for example, employ employee relations special-
ists to look after the collective relationship between management and employees.
Where there is a strong tradition of collective bargaining, the role is focused on
the achievement of satisfactory outcomes from ongoing negotiations. Increasingly,
however, employee relations specialists are required to provide advice about legal
developments, to manage consultation arrangements and to preside over employee
involvement initiatives.

Another common area of specialisation is in the field of training and development.
Although much of this is now undertaken by external providers, there is still a role
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Performance objectives Change-management objectives

Staffing objectives Administration objectives

N\ /
/ \

Line managers Human resource generalists

Consultants and advisers Human resource specialists

Subcontractors

Figure 1.1 HRM roles and objectives

for in-house trainers, particularly in management development. Increasingly the
term ‘consultant’ is used instead of ‘officer’ or ‘manager’ to describe the training
specialist’s role, indicating a shift towards a situation in which line managers deter-
mine the training they want rather than the training section providing a standardised
portfolio of courses. The other major specialist roles are in the fields of recruitment
and selection, health, safety and welfare, compensation and benefits and human
resource planning.

In addition to the people who have specialist roles there are many other people
who are employed as human resources or personnel generalists. Working alone
or in small teams, they carry out the range of HR activities and seek to achieve all
the objectives outlined above. In larger businesses generalists either look after all per-
sonnel matters in a particular division or are employed at a senior level to develop
policy and take responsibility for HR issues across the organisation as a whole. In
more junior roles, human resource administrators and assistants undertake many
of the administrative tasks mentioned earlier. Figure 1.1 summarises the roles and
objectives of HRM.

Most HR practitioners working at a senior level are now professionally qualified,
having secured membership of the Chartered Institute of Personnel and Develop-
ment (CIPD). The wide range of elective subjects which can now be chosen by those
seeking qualification through the Institute’s examinations has made it as relevant to
those seeking a specialist career as to those who prefer to remain in generalist roles.
However, many smaller businesses do not need, or cannot afford, HR managers at
all. They may use consultants or the advisory services of university departments.
They may use their bank’s computer to process the payroll, but there is still a human
resource dimension to their managers’ activities.
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Which of the various HR roles described above would you be most interested in
undertaking? The generalist role, a specialist role or perhaps that of a consultant or
subcontractor?

What are the main reasons for your choice?

HRM mark 2: a distinctive approach to the
management of people

The second meaning commonly accorded to the term ‘human resource management’
denotes a particular way of carrying out the range of activities discussed above.
Under this definition, a ‘human resource management approach’ is something qualit-
atively different from a ‘personnel management approach’. Commentators disagree,
however, about how fundamental a shift is signified by a movement from personnel
management to human resource management. For some, particularly those whose
focus of interest is on the management of collective relationships at work, the rise of
HRM in the last two decades of the twentieth century represents something new and
very different from the dominant personnel management approach in earlier years.
A particular theme in their work is the contention that personnel management is
essentially workforce centred, while HRM is resource centred. Personnel specialists
direct their efforts mainly at the organisation’s employees; finding and training them,
arranging for them to be paid, explaining management’s expectations, justifying
management’s actions, satisfying employees’ work-related needs, dealing with their
problems and seeking to modify management action that could produce an unwel-
come employee response. The people who work in the organisation are the starting
point, and they are a resource that is relatively inflexible in comparison with other
resources, like cash and materials.

Although indisputably a management function, personnel management is not
totally identified with management interests. Just as sales representatives have to
understand and articulate the aspirations of the customers, personnel managers seek
to understand and articulate the aspirations and views of the workforce. There is
always some degree of being in between management and the employees, mediating
the needs of each to the other.

HRM, by contrast, is directed mainly at management needs for human resources
(not necessarily employees) to be provided and deployed. Demand rather than sup-
ply is the focus of the activity. There is greater emphasis on planning, monitoring and
control, rather than mediation. Problem solving is undertaken with other members
of management on human resource issues rather than directly with employees or
their representatives. It is totally identified with management interests, being a gen-
eral management activity, and is relatively distant from the workforce as a whole.
David Guest (1987) emphasises the differences between the two approaches in his
model illustrating ‘stereotypes of personnel management and human resource man-
agement’ (see Figure 1.2).

An alternative point of view, while recognising the differences, downplays the
significance of a break between personnel and human resources management. Such



Figure 1.2
Personnel
versus HRM
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Personnel management Human resource management
Time and planning Short term, reactive, Long term, proactive,
perspective ad hoc, marginal strategic, integrated
Psychological contract Compliance Commitment
Control systems External controls Self-control
Employee relations Pluralist, collective, Unitarist, individual, high trust
perspective low trust
Preferred structures/ Bureaucratic/mechanistic, Organic, devolved, flexible roles
systems centralised, formal

defined roles
Roles Specialist/professional Largely integrated into line

management

Evaluation criteria Cost minimisation Maximum utilisation (human

asset accounting)

a conclusion is readily reached when the focus of analysis is on what HR/personnel
managers actually do, rather than on the more profound developments in the
specific field of collective employee relations. Legge (1989 and 1995) concludes that
there is very little difference in fact between the two, but that there are some dif-
ferences that are important; first, that human resource management concentrates
more on what is done to managers than on what is done by managers to other
employees; second, that there is a more proactive role for line managers; and,
third, that there is a top management responsibility for managing culture — all
factors to which we return later in the book. From this perspective, human resource
management can simply be seen as the most recent mutation in a long line of
developments that have characterised personnel management practice as it evolved
during the last century. HRM is therefore the latest new dimension to be added to a
role which has developed in different directions at different stages in its history.
Below we identify four distinct stages in the historical development of the personnel
management function. HRM, as described above, is a fifth. On the companion web-
site there is a journalist’s view of contemporary HRM to which we have added some
discussion questions.

THE EVOLUTION OF PERSONNEL AND HR MANAGEMENT
Theme 1: social justice

The origins of personnel management lie in the nineteenth century, deriving from the
work of social reformers such as Lord Shaftesbury and Robert Owen. Their criti-
cisms of the free enterprise system and the hardship created by the exploitation
of workers by factory owners enabled the first personnel managers to be appointed
and provided the first frame of reference in which they worked: to ameliorate the lot
of the workers. Such concerns are not obsolete. There are still regular reports of
employees being exploited by employers flouting the law, and the problem of organ-
isational distance between decision makers and those putting decisions into practice
remains a source of alienation from work.

11
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In the late nineteenth and early twentieth centuries some of the larger employers
with a paternalist outlook began to appoint welfare officers to manage a series
of new initiatives designed to make life less harsh for their employees. Prominent
examples were the progressive schemes of unemployment benefit, sick pay and sub-
sidised housing provided by the Quaker family firms of Cadbury and Rowntree, and
the Lever Brothers’ soap business. While the motives were ostensibly charitable,
there was and remains a business as well as an ethical case for paying serious atten-
tion to the welfare of employees. This is based on the contention that it improves
commitment on the part of staff and leads potential employees to compare the
organisation favourably vis-a-vis competitors. The result is higher productivity, a
longer-serving workforce and a bigger pool of applicants for each job. It has also
been argued that a commitment to welfare reduces the scope for the development of
adversarial industrial relations. The more conspicuous welfare initiatives promoted
by employers today include employee assistance schemes, childcare facilities and
health-screening programmes.

Theme 2: humane bureaucracy

The second phase marked the beginnings of a move away from a sole focus on
welfare towards the meeting of various other organisational objectives. Personnel
managers began to gain responsibilities in the areas of staffing, training and organ-
isation design. Influenced by social scientists such as F.W. Taylor (1856-1915) and
Henri Fayol (1841-1925) personnel specialists started to look at management and
administrative processes analytically, working out how organisational structures
could be designed and labour deployed so as to maximise efficiency. The humane
bureaucracy stage in the development of personnel thinking was also influenced by
the Human Relations School, which sought to ameliorate the potential for industrial
conflict and dehumanisation present in too rigid an application of these scientific
management approaches. Following the ideas of thinkers such as Elton Mayo (1880—
1949), the fostering of social relationships in the workplace and employee morale
thus became equally important objectives for personnel professionals seeking to raise
productivity levels.

Theme 3: negotiated consent

Personnel managers next added expertise in bargaining to their repertoire of skills.
In the period of full employment following the Second World War labour became a
scarce resource. This led to a growth in trade union membership and to what Allan
Flanders, the leading industrial relations analyst of the 1960s, called ‘the challenge
from below’. Personnel specialists managed the new collective institutions such as
joint consultation committees, joint production committees and suggestion schemes
set up in order to accommodate the new realities. In the industries that were nation-
alised in the 1940s, employers were placed under a statutory duty to negotiate with
unions representing employees. To help achieve this, the government encouraged
the appointment of personnel officers and set up the first specialist courses for them
in the universities. A personnel management advisory service was also set up at
the Ministry of Labour, which still survives as the first A in ACAS (the Advisory,
Conciliation and Arbitration Service).
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Theme 4: organisation

The late 1960s saw a switch in focus among personnel specialists, away from deal-
ing principally with the rank-and-file employee on behalf of management, towards
dealing with management itself and the integration of managerial activity. This
phase was characterised by the development of career paths and of opportunities
within organisations for personal growth. This too remains a concern of personnel
specialists today, with a significant portion of time and resources being devoted to
the recruitment, development and retention of an elite core of people with specialist
expertise on whom the business depends for its future. Personnel specialists devel-
oped techniques of manpower or workforce planning. This is basically a quantitative
activity, boosted by the advent of information technology, which involves forecast-
ing the likely need for employees with different skills in the future.

Theme 5: human resource management

This has already been explained in the previous pages.

ACTIVITY 1.4

A PHILOSOPHY OF HUMAN RESOURCE MANAGEMENT

The philosophy of human resource management that is the basis of this book
has been only slightly modified since it was first put forward in 1979 (Torrington and
Chapman 1979, p. 4). Despite all the changes in the labour market and in the gov-
ernment approach to the economy, this seems to be the most realistic and construct-
ive approach, based on the earlier ideas of Enid Mumford (1972) and McCarthy and
Ellis (1973). The original was:

Personnel management is most realistically seen as a series of activities enabling
working man and his employing organisation to reach agreement about the nature
and objectives of the employment relationship between them, and then to fulfil those
agreements. (Torrington and Chapman 1979, p. 4)

Our definition for the fifth edition in 2002 was:
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Human resource management is a series of activities which: first enables working people
and the organisation which uses their skills to agree about the objectives and nature of
their working relationship and, secondly, ensures that the agreement is fulfilled.
(Torrington, Hall and Taylor 2002, p. 13)

This remains our philosophy. Only by satisfying the needs of the individual
contributor will the business obtain the commitment to organisational objectives
that is needed for organisational success, and only by contributing to organisational
success will individuals be able to satisfy their personal employment needs. It is when
employer and employee — or business and supplier of skills — accept that mutuality
and reciprocal dependence that human resource management is exciting, centre stage
and productive of business success. Where the employer is concerned with employees
only as factors of production, personnel management is boring and a cost that will
always be trimmed. Where employees have no trust in their employer and adopt an
entirely instrumental orientation to their work, they will be fed up and will make
ineffectual the work of any HR function.

Figure 1.3 represents the contents of this book in the six main parts. After the
three-chapter introduction in Part I come the six parts, which each have the same
format: strategic aspects, operational features and a concluding Focus on skills
which highlights an interaction that is central to that set of operations. This is the
HRM process, a strategic core with operational specialist expertise and a strong
focus on dealing with people face to face.
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Human resource managers are like managers in every other part of the organisa-
tion. They have to make things happen rather than wait for things to happen, and to
make things happen not only do they need to have the right approach; they also have
to know their stuff. Read on!

DEBATES IN HRM

The world in which human resource managers exist and with which they interact is
continually changing, generating new issues and conundrums to consider. While in
most cases managers have a fair degree of choice about how to deal with new ideas
and new sets of circumstances, the choices themselves are often difficult. Our final task
in this opening chapter is to introduce readers to a number of these issues in general
terms. All raise themes to which we will return at various stages later in the book.

In one way or another all the major debates that occupy HR professionals, ana-
lysts and commentators concern the appropriate response to the major trends which
are evolving in our business environment. But people differ in their analysis of the
extent and nature of these developments and this colours their ideas about whether
or not radical change in the way that people are managed is or is not appropriate.
Here we can usefully distinguish between three separate fields of debate.

The first is concerned with understanding and conceptualising the nature of
current responses. How are organisations dealing with the issues that they face in
terms of the management of their people? Are they developing new approaches that
differ fundamentally from those that have been established for some time or are we
witnessing a more steady, considered evolution of practice?

The second field of debate concerns what HR managers should be doing. Are new
or radical changes in policy and practice necessary? Or is the correct response to
environmental developments the further refinement of more familiar approaches?
Further debate concerns the extent to which the answer to these questions is broadly
the same for all employing organisations or whether it differs quite profoundly from
industry to industry or firm to firm.

A third debate is oriented towards longer-term future developments. Many believe
and have argued persuasively that we are currently witnessing changes in our busi-
ness environment which are as fundamental and significant as those which accom-
panied the industrial revolution two hundred years ago. They further argue that the
world of work which will emerge in future decades will be wholly different in major
respects from that we currently inhabit. It follows that those organisations which ‘see
the future’ most clearly and change accordingly stand to gain most. But are these
predictions really accurate? Could the analysis on which they are built be faulty in
key respects?

Of course it is also possible to ask rather different kinds of questions about the
HR practices that are being, will be or should be developed, which in turn lead us
to engage in various types of debate. Some, for example, focus exclusively on the
requirements of the organisation and the search for competitive advantage. What
can the HR function do which will maximise organisational growth, effectiveness
and efficiency? However, many also like to think more broadly and to concern them-
selves with the impact of employment practice on the workforce and on society in
more general terms. Hence we also engage in debates that are essentially ethical in
nature or which have a prominent ethical dimension.
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Key environmental developments

The major trends in our contemporary business environment are well understood,
well documented and uncontroversial. People differ, though, in their understanding
of the speed of change and of the extent to which all organisations are or will be
affected. As far as product markets are concerned the big trend is towards ever more
intense competitive pressures, leading some to argue that we are now entering the era
of hyper-competition (Sparrow 2003, p. 371). This is being driven by two major
developments, the significance of which has increased considerably in recent years.

First, we are witnessing moves towards the globalisation of economic activity on
a scale that has not been experienced before in human history. More and more the
markets for the goods and products we sell are international, which means of course
that competition for those markets as well as our established ones is also increasingly
becoming international. Large organisations that were able to dominate national
markets a decade or two ago (many owned and operated by governments) are
now mainly privately owned and faced with vastly more competition from similar
organisations based all over the world. This has led to consolidation through the
construction of global corporations and strategic alliances whose focus in terms of
people management is also international.

The second major antecedent of hyper-competition is technology, which moves
forward at an ever-accelerating pace year by year. Developments in information
technology, energy production, chemical engineering, laser technology, transporta-
tion and biotechnology are in the process of revolutionising the way that many
industries operate. It is partly the sheer pace of change and the need for organisations
to stay ahead of this very fast-moving game which drives increased competition.
Being the first to develop and make efficient use of new technologies is the means by
which many organisations maintain their competitive position and can thus grow
and prosper.

But IT, and in particular the growth of e-business, is significant too because it has
the potential vastly to increase the number of competitors that any one organisation
faces. This is because it makes it much easier for customers and potential customers
to compare what your organisation can offer in terms of price and quality with what
others can offer.

What does this mean in practical terms from the point of view of the HR man-
ager? First, it means that practices continually have to be developed which have the
effect of enhancing an organisation’s competitive position. Ways need to be found
of improving quality and of bringing to market attractive new products and ser-
vices, while at the same time ensuring that the organisation remains competitive
in terms of its cost base. Second, it means that a good deal of volatility is the
norm and that change, often of a profound nature, is something that people work-
ing in organisations must expect and be ready for. So a capacity for organisational
flexibility has become central to the achievement and maintenance of competitive
advantage. Third, there are direct practical outcomes. For example, HR managers
have to learn how to manage an international workforce effectively and how best
to attract, retain and develop and motivate people with those relatively scarce skills
that are essential if an organisation is effectively to harness and deploy evolving
technologies.

For the HR manager, however, unlike colleagues in other areas of management,
responding to product market developments is only part of what is needed. Other
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major environmental trends are equally important and must also be understood and
built into decision making. There are two areas which are particularly important:

e labour market trends
e the evolution of employment regulation

Developments in the labour market are significant partly in terms of the numbers of
people and skills available, and partly in terms of attitudes towards work and the
workplace. Major developments appear to be occurring in both these areas. Many
industries, for example, have found themselves facing skills shortages in recent years.
The impact varies from country to country depending on relative economic pros-
perity, but most organisations in the UK have seen a tightening of their key labour
markets in recent years. Unemployment levels have remained low, while demo-
graphic trends have created a situation in which more older people are retiring than
younger people are entering the job market. There are all kinds of implications. For
a start, employers are having to make themselves more attractive to employees than
has been necessary in recent years. No longer can they simply assume that people
will seek work with them or seek to remain employed with them. In a tight labour
market individuals have more choice about where and when they work, and do not
need to put up with a working environment in which they are unhappy. If they do
not like their jobs there are more opportunities for them to look elsewhere. So organ-
isations are increasingly required to compete with one another in labour markets as
well as in product markets. This has implications for policy in all areas of HRM, but
particularly in the areas of reward, employee development and recruitment.

Labour market conditions along with other social trends serve to shape the atti-
tudes of people towards their work. In order to mobilise and motivate a workforce,
HR managers must be aware of how these are changing and to respond effectively.
One of the most significant trends in recent years, for example, has been a reduced
interest on the part of employees in joining trade unions and taking part in their
activities. A more individualistic attitude now prevails in the majority of workplaces,
people focusing on themselves and their own career development rather than stand-
ing in solidarity with fellow workers. Another well-documented trend is the increased
desire for employees to achieve a better balance between their home and work lives
and their increased willingness to seek out employers who can provide this.

The growth in the extent and complexity of employment regulation is a third area
which HR managers are obliged to grasp and the elements of which they must imple-
ment in their organisations. Prior to 1970, with one or two exceptions, there was no
statutory regulation of the employment relationship in the UK. An individual’s terms
and conditions of employment were those that were stated in the contract of employ-
ment and in any collective agreements. The law did not intervene beyond providing
some basic health and safety protection, the right to modest redundancy payments
and a general requirement on employers and employees to honour the contractual
terms agreed when the employment began. Since 1970 this situation has wholly
changed. The individual contract of employment remains significant and can be
enforced in court if necessary, but there has been added to this a whole range
of statutory rights which employers are obliged to honour. The most significant are
in the fields of health and safety, equal pay, unlawful discrimination and unfair dis-
missal. Much recent new law such as that on working time, family-friendly rights,
consultation and discrimination on grounds of sexual orientation and belief has a
European origin, and a great deal more can be expected in the years ahead.
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Debates about how HR managers are and should be responding to these various
trends form the focus of much of what follows in this book and you will find a much
more detailed treatment of some in other chapters. The international dimension, for
example, is discussed in Chapter 30 and ethical matters in Chapter 31. We focus on
the work-life balance in Chapter 32, on labour market trends in Part 2 and on regu-
latory matters in Part 5. Below we briefly set out the main contours of three specific
debates that have a general relevance to many of the topic areas we discuss later.

The psychological contract

According to many, one consequence of these evolving environmental pressures is a
significant and fundamental change in what has become known as ‘the psychological
contract’. This refers to the expectations that employees have about the role that they
play and to what the employer is prepared to give them in return. Whereas a legal
contract of employment sets out terms and conditions of employment, remuneration
arrangements and the basic rules which are to govern the employment relation-
ship, the psychological contract concerns broad expectations about what each party
thinks it will gain from the relationship. By its nature the psychological contract is
not a written document. Rather, it exists entirely within people’s heads. But this has
not prevented researchers from seeking to pin it down and to track the extent to
which we are witnessing ongoing change in established psychological contracts.

While people disagree about the extent to which this change has in fact occurred,
there is general agreement about the phenomenon itself and the notion that an ‘old’
psychological contract to which generations of employees have become accustomed
is being superseded to some extent by a ‘new’ psychological contract which reflects
the needs of the present business environment. From the employee perspective we
can sum up the old psychological contract as follows:

| will work hard for and act with loyalty towards my employer. In return | expect to be
retained as an employee provided | do not act against the interests of the organisation.
| also expect to be given opportunities for development and promotion should
circumstances make this possible.

By contrast, the new psychological contract takes the following form:

| will bring to my work effort and creativity. In return | expect a salary that is appropriate
to my contribution and market worth. While our relationship may be short term, | will
remain for as long as | receive the developmental opportunities | need to build my
career.

A switch from the ‘old’ approach to the ‘new’ involves employers giving less job
security and receiving less loyalty from employees in return. Instead, employees are
given developmental opportunities and are expected to give the employer flexibility.
The whole perception of the employment relationship on both sides is thus radically
different. Moreover, moving from old psychological contracts towards new ones is
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a problematic process that involves managers ‘breaching’ the established deal. This
is likely to lead to dissatisfaction on the part of employees who are affected and to
some form of collective industrial action in unionised settings.

The big question is how far has a change of this nature actually occurred? Are we
really witnessing a slow decline in the old psychological contract and its replacement
by the new one, or have reports of its death been exaggerated?

On this issue there is a great deal of disagreement. Many researchers claim to have
found evidence of substantial change in many industries, particularly as regards
reduced employee loyalty (e.g. Coyle-Shapiro and Kessler 2000, Maguire 2002). Yet
others, notably Guest and Conway in their many studies conducted on behalf of the
Chartered Institute of Personnel and Development (CIPD), have found relatively
little evidence of any change in the state of the psychological contract. Their find-
ings (e.g. Guest and Conway 2000 and 2001) suggest that while some change has
occurred in the public sector, perceptions closer to the ‘old’ psychological contract
remain a great deal more common than those associated with the ‘new’ approach.

It is difficult to reach firm conclusions about why these very marked differences of
opinion exist. It is possible that the old psychological contract remains intact for
most people, but that a significant minority, particularly managers and some public
sector workers, have had to adjust to profound change. It is also possible that organ-
isations have tried to move away from the old approach towards the new one,
but have found it difficult to take their employees with them and have thus sought
other methods of increasing their competitiveness. A third possibility, suggested by
Atkinson (2003), is that the differences in the conclusions people reach about this
issue derive from the methodologies they adopt when studying it. She argues that
large-scale studies which involve sending questionnaires to employees have tended to
report little change in the state of the psychological contract, while smaller-scale
studies based on interviews with managers and trade union officials tend to report
the opposite.

How would you characterise your current psychological contract at work? To what
extent and in what ways does it differ from psychological contracts you have
experienced in previous jobs or from those of your friends and family?

Best practice v. best fit

The debate between best practice and best fit is an interesting one of general signi-
ficance which has consequences across the field of HRM. As well as being a mana-
gerial issue it concerns one of the most significant academic controversies in the HR
field at present. At root it is about whether or not there is an identifiable ‘best way’
of carrying out HR activities which is universally applicable. It is best understood as
a debate between two schools of thought, although in practice it is quite possible to
take a central position which sees validity in both the basic positions.

Adherents of a best practice perspective argue that there are certain HR prac-
tices and approaches to their operation which will invariably help an organisation in
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achieving competitive advantage. There is therefore a clear link between HR activity
and business performance, but the effect will only be maximised if the ‘right” HR
policies are pursued. A great deal of evidence has been published in recent years,
using various methodologies, which appears to back up the best practice case (e.g.
Pfeffer 1994; Huselid 1995; Wood and Albanese 1995; Delery and Doty 1996;
Fernie and Metcalf 1996; Patterson et al. 1998; Guest and Conway 2000). While
there are differences of opinion on questions of detail, all strongly suggest that the
same basic bundle of human resource practices or general human resource man-
agement orientation tends to enhance business performance in all organisations
irrespective of the particular product market strategy being pursued. According to
David Guest this occurs through a variety of mechanisms:

human resource practices exercise their positive impact by (i) ensuring and enhancing
the competence of employees, (ii) by tapping their motivation and commitment, and

(iii) by designing work to encourage the fullest contribution from employees. Borrowing
from elements of expectancy theory (Vroom 1964, Lawler 1971), the model implies that
all three elements should be present to ensure the best outcome. Positive employee
behaviour should in turn impact upon establishment level outcomes such as low
absence, quit rates and wastage, as well as high quality and productivity. (Guest 2000,

p. 2)

The main elements of the ‘best practice bundle’ that these and other writers
identify are those which have long been considered as examples of good practice
in the HRM field. They include the use of the more advanced selection methods, a
serious commitment to employee involvement, substantial investment in training
and development, the use of individualised reward systems and harmonised terms
and conditions of employment as between different groups of employees.

The alternative ‘best fit’ school also identifies a link between human resource
management practice and the achievement of competitive advantage. Here, however,
there is no belief in the existence of universal solutions. Instead, all is contingent on
the particular circumstances of each organisation. What is needed is HR policies and
practices which “fit” and are thus appropriate to the situation of individual employ-
ers. What is appropriate (or ‘best’) for one will not necessarily be right for another.
Key variables include the size of the establishment, the dominant product market
strategy being pursued and the nature of the labour markets in which the organ-
isation competes. It is thus argued that a small organisation which principally
achieves competitive advantage through innovation and which competes in very
tight labour markets should have in place rather different HR policies than those of
a large firm which produces low-cost goods and faces no difficulty in attracting staff.
In order to maximise competitive advantage, the first requires informality combined
with sophisticated human resource practices, while the latter needs more bureau-
cratic systems combined with a ‘low cost — no frills’ set of HR practices.

The best fit or contingency perspective originated in the work of Joan Woodward
and her colleagues at Imperial College in the 1950s. In recent years it has been devel-
oped and applied to contemporary conditions by academics such as Randall Schuler
and Susan Jackson, John Purcell and Ed Lawler. In addition, a number of influential
models have been produced which seek to categorise organisational contingencies
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and suggest what mix of HR practices is appropriate in each case. Examples are
those of Miles and Snow (1978), Fombrun et al. (1984) and Sisson and Storey (2000)
— a number of which we look at in more detail in Chapter 2.

To a great extent the jury is still out on these questions. Proponents of both the
‘best practice’ and ‘best fit” perspectives can draw on bodies of empirical evidence to
back up their respective positions and so the debate continues.

The future of work

Debates about what will happen in the future are inevitably speculative and impos-
sible to prove one way or the other, but a great deal of attention and government
research funding is currently being devoted to this issue. It matters a great deal from
a public policy point of view because judgements about employers’ human resource
needs in the future must determine decisions about education and training now.
Government actions in the fields of economic policy, employment legislation and
immigration are also affected.

A good starting point is the work of influential writers such as Charles Handy
(1994 and 2001), William Bridges (1995) and Jeremy Rifkin (1995). In different
ways they have argued that the product market forces identified above will lead in
future decades to the emergence of a world of work which is very different in many
respects from that which most in western industrialised countries currently experi-
ence. Both the type of work we do and the nature of our contractual arrangements
will, it is argued, change profoundly as we complete our journey out of the industrial
era and into a new post-industrial age.

The first consequence will be a marked shift towards what is described as know-
ledge work. In the future, it is claimed, most people will be employed, in one way or
another, to carry out tasks which involve the generation, interpretation, processing
or application of knowledge. Automation and the availability of cheaper labour in
developing countries will see further declines in much manufacturing activity, requir-
ing the western economies to create wealth from the exploitation of scientific and
technological advances. It follows that many more people will be employed for their
specialist knowledge and that far fewer routine jobs will exist than is currently the
case. Demand for professional and technical people will increase, while demand for
manual and lower-skilled workers will decrease. It also means that competitive
advantage from an employer’s perspective will derive from the capacity to create and
deploy knowledge more effectively than others can.

The second major claim that is made is that the job’ as we have come to know
it will become rarer and rarer. In the future many fewer people will occupy defined
jobs in organisations. Instead we will tend increasingly to work on a self-employed
basis carrying out specific, time-limited projects for organisations. This is inevitable,
so the argument goes, in a highly volatile business climate. Organisations simply
will not be able to offer long-term guarantees of work and so will be forced to stop
offering contracts of employment in the way that they currently do. The future is
therefore bleak for people who want job security, but bright for those who are happy
working for many employers and periodically re-educating themselves for a new type
of career.

In many respects these arguments are persuasive. They are based on a rational
analysis of likely developments in the business environment as globalisation and
technological advances further evolve. They remain, however, highly controversial
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and are increasingly subject to challenge by researchers who argue that change on
this kind of scale is not currently happening and will not happen in the near future.

A prominent critic of the views expressed by the predictors of radical change is
Peter Nolan (see Nolan 2001 and Nolan and Wood 2003), who argues that the case
is often overstated to a considerable degree:

Change is evident, to be sure, but the shifts in the patterns and rhythms of work are not
linear, pre-determined by technology or, as some writers have uncritically assumed,
driven by universal trends in market globalisation. (Nolan and Wood 2003, p. 165)

Instead, according to Nolan and his colleagues, we are witnessing the resolute
continuation of established approaches and some reversal of trends that began to
develop in the 1980s and 1990s but which have since petered out. Job tenure in the
UK, for example, has risen significantly in recent years while the proportion of
people employed on fixed-term contracts and a self-employed basis has fallen. While
we are seeing a slow growth in the proportion of people employed in professional
and scientific roles (from 34 per cent to 37 per cent in the 1990s), there is no fall
occurring in the number of manual jobs. At the same time the proportion of people
employed in relatively low-skilled jobs in the service sector is growing quickly.
Critics of Handy and the other futurologists have thus identified a gap between a
rhetoric which emphasises fundamental change and a reality which gives little sup-
port to the view that we are in the process of shaping a ‘new world of work’.

These different conceptions of the future may well derive from a preference for a
focus on different types of environmental development. A reading of the major con-
temporary product market trends can easily lead to predictions of radical change.
The twin forces of technological advance and globalisation do indeed point to a
transformation of many aspects of our lives. But trends in employment are equally
determined by developments in the labour market and regulatory environments.
These suggest a strong preference on the part of both employees and law makers for
a continuation of traditional approaches towards employment.

WINDOW ON PRACTICE
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SUMMARY PROPOSITIONS
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GENERAL DISCUSSION TOPICS

1 How do you understand the suggestion that the contract of employment is gradually
changing to a contract for performance?

2 The philosophy of HRM set out at the end of this chapter makes no reference to the
customer. David Ulrich, a professor at Michigan Business School, believes that it is import-
ant to refocus HR activities away from the firm towards the customer so that suppliers,
employees and customers are woven together into a value-chain team. What difference do
you think that would make?

3 How far do you think it is possible to agree with both the ‘best fit’ and ‘best practice’
perspectives on HRM? In what ways are they compatible with each other?

FURTHER READING

British Journal of Industrial Relations (Vol. 41, No. 2)

The special edition, published in June 2003 was devoted to research on and debates about the
future of work. Many leading writers in the field contributed articles which set out the first
findings from a major national research project that has involved 22 universities.

Legge, K. (1995) Human Resource Management: Rhetorics and Realities. London: Macmillan
This provides a rigorous discussion of the differences between personnel management and
HRM, as well as introducing and considering a series of other debates about the nature of
HRM and its purpose for organisations. Other useful discussions include Guest (1999 and
2001), Tyson (1995) and Maund (2001).

Sparrow, P. and Cooper, C. (2003) The Employment Relationship: Key Challenges for HR.
London: Butterworth-Heinemann

An excellent introduction to the major issues facing HR managers in the current business
environment. The psychological contract and the evolution of new organisational structures
are particularly well covered.
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CHAPTER 2

STRATEGIC HUMAN RESOURCE
MANAGEMENT

1 CLARIFY THE USE OF THE TERMS STRATEGIC HUMAN RESOURCE MANAGEMENT AND HUMAN RESOURCE
STRATEGY, AND ARRIVE AT WORKABLE DEFINITIONS OF EACH

2 EXPLAIN THE FEASIBILITY AND NATURE OF THE LINK BETWEEN BUSINESS STRATEGY AND HR STRATEGY

3 EVALUATE THREE THEORETICAL PERSPECTIVES ON THE NATURE OF HR STRATEGY AND SHOW HOW EACH
EXPRESSES A DIFFERENT VIEW ON HOW THE CONTRIBUTION OF PEOPLE TO THE ORGANISATION MIGHT BE
UNDERSTOOD AND ENHANCED

4 EXPLORE THE EXTENT TO WHICH THE HR FUNCTION OPERATES STRATEGICALLY
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There is a strong lobby propounding the view that human resources are the source
of competitive advantage for the business, rather than, say, access to capital or use
of technology. It is therefore logical to suggest that attention needs to be paid to the
nature of this resource and its management as this will impact on human resource
behaviour and performance and consequently the performance of the organisation.
Indeed Boxall and Steeneveld (1999) argue that there is no need to prove the rela-
tionship between firm performance and labour management as it is self-evident that
the quality of human resource management is a critical influence on the performance
of the firm. It is not, therefore, surprising that the rhetoric of strategic human resource
management has been readily adopted, especially as a strategic approach is consid-
ered to be one of the characteristics of HRM as opposed to personnel management,
which is seen as operational. If, as Boxall and Purcell (2003) suggest, HR is strategic
to business success, then HR needs to be a strategic player and the role of business
strategist will be a key role for HR specialists in the future (Cleland et al. 2000).

STRATEGIC HUMAN RESOURCE MANAGEMENT AND
HUMAN RESOURCE STRATEGY

Our understanding of HR strategy has changed considerably since strategy first
became the subject of great attention. We have moved from viewing strategy as a
physical document to seeing it as an incremental process, affected by political influ-
ences and generating learning. Tyson’s (1995) definition of human resource strategy
is a useful starting point, although somewhat limited, as will be seen from our later
discussion:

the intentions of the corporation both explicit and covert, toward the management of its
employees, expressed through philosophies, policies and practices. (Tyson 1995)

This definition is helpful because research on human resource strategy in the early
1980s tended to focus on seeking an HR strategy document in order to determine
whether there was a strategic approach to HR and what that approach was. This
was rather like searching for the Holy Grail. Not surprisingly few complete HR
strategies were found and HR specialists berated themselves for having failed in this
critical area. Gradually the thinking changed to encompass a view that HR strategy
need not be written on a piece of paper or need not, indeed, be explicit, as the Tyson
quotation illustrates. Further developments in thinking began to accept the idea that
strategies are neither finished, nor complete, but rather incremental and piecemeal.
There is compelling evidence to suggest that strategic HR tends to be issue based
rather than the formulation of a complete and integrated strategy (for example,
Grundy 1998; Hall and Torrington 1998). Strategic thinking, strategic decision
making and a strategic orientation (for example, Hunt and Boxall 1998) were gradu-
ally understood as much more realistic expectations.

In parallel with this thinking there were developments in the general strategy
literature which viewed strategy as a process which was not necessarily rational and
top down, but a political and evolutionary process (see, for example, Mintzberg
1994). Mintzberg argues that strategy is ‘formed’ rather than ‘formulated” and that
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any intended strategy is changed by events, opportunities, the actions of employees
and so on — so that the realised strategy is different from the initial vision. Strategy,
Mintzberg argues, can only be identified in retrospect and, as Boxall and Purcell
suggest, is best seen in the ultimate behaviour of the organisation. Wrapped up in
this view is also the idea that strategy is not necessarily determined by top manage-
ment alone but can be influenced ‘bottom up’, as ideas are tried and tested in one
part of the organisation and gradually adopted in a wholesale manner if they are
seen to be applicable and successful. This is not to say that producing a strategy is an
unhelpful act, and indeed research carried out by PriceWaterhouseCoopers indicated
that those organisations with a written HR strategy generated 35 per cent greater
revenues per employee than those without (Higginbottom 2002).

This leads on to the concept of strategy as learning both in content and in process
(see, for example, Senge 1990; Pedler ef al. 1991), which is supported by the notion
of strategy as a process of change (see, for example, Hendry and Pettigrew 1992).
Literature draws out the need to sense changes in the environment, develop a result-
ant strategy and turn this strategy into action. While the HR function has often
found itself excluded from the strategy formation process, HR strategy has more
often been seen in terms of the implementation of organisational strategies. However,
implementation of HR strategy has been weak, at best. Among the qualities of the
most successful organisations is the ability to turn strategy into action quickly
(Ulrich 1998), in other words to implement the chosen strategy (Grensing-Pophel
1999), and Guest (1987) maintained that the capability to implement strategic
plans is an important feature of successful HRM. However, a lack of attention to the
implementation of HR strategy has been identified (Beaumont 1992; Lundy and
Cowling 1996; Skinner and Mabey 1997), and the information that does exist
suggests that this is a problematic area. Legge (1995) maintained that the evidence
of implementation of HR strategies was patchy and sometimes contradictory,
and Skinner and Mabey (1997) found that responsibility for implementation was
unclear, with only 54 per cent of respondents, in organisations with an HR director,
perceiving that the HR function played a major part in implementation. In their
research Kane and Palmer (1995) found that the existence of an HR strategy was
only a minor influence on the HR policies and procedures that were used.
Frameworks such as the HR scorecard (Becker et al. 2001) are aimed, at least in part,
at facilitating the management and implementation of HR architecture (‘the sum
of the HR function, the broader HR system, and the resulting employee behaviors’
p- 1) as a strategic asset.

THE LINK BETWEEN BUSINESS AND HR STRATEGY

The nature, desirability and feasibility of the link between business strategy and HR
strategy is a consistent theme which runs through the strategy literature, although,
as we shall discuss later, some theories suggest that implementing ‘best practice’ in
HRM is even more important than this. Figure 2.1 is a simple model that is useful
in visualising different ways in which this relationship may be played out and has
relevance for the newer conceptions of strategy based on the resource-based view of
the firm, as well as earlier conceptions.

In the separation model (A) there is no relationship at all, if indeed organisational
and human resource strategy does exist in an explicit form in the organisation. This
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A
Organisational HR Separation
strategy strategy P
B
Organisational A Fit
strategy strategy
C
Organisational AR i
ratoay S Dialogue
D
Organisational HR Holistic
strategy strategy
E
Organisational HR HR driven

strategy strategy

Potential relationships between organisational strategy and HR strategy

is a typical picture of twenty years ago, but it still exists today, particularly in smaller
organisations.

The fit model (B) represents a growing recognition of the importance of people in
the achievement of organisational strategy. Employees are seen as key in the imple-
mentation of the declared organisational strategy, and human resource strategy is
designed to fit with this. Some of the early formal models of human resource strat-
egy, particularly that proposed by Fombrun ef al. (1984), concentrate on how the
human resource strategy can be designed to ensure a close fit, and the same approach
is used in the Schuler and Jackson example in Table 2.1.

This whole approach depends on a view of strategy formulation as a logical ra-
tional process, which remains a widely held view. The relationship in the fit model is
exemplified by organisations which cascade their business objectives down from the
senior management team through functions, through departments, through teams
and so on. Functions, for example, have to propose a functional strategy which
enables the organisational strategy to be achieved. Departments have to propose a
strategy which enables the functional strategy to be achieved, and so on. In this way
the HR function (as with any other) is required to respond to organisational strategy
by defining a strategy which meets organisational demands.
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The dialogue model (C) takes the relationship one step further, as it recognises
the need for two-way communication and some debate. What is demanded in the
organisation’s strategy may not be viewed as feasible and alternative possibilities
need to be reviewed. The debate, however, is often limited, as shown in the example
in the Window on practice which follows.

WINDOW ON PRACTICE

The holistic model and the HR-driven model (D and E) show a much closer
involvement between organisational and human resource strategy.

The holistic model (D) represents the people of the organisation being recognised
as the key to competitive advantage rather than just the way of implementing organ-
isational strategy. In other words HR strategy is not just the means for achieving
business strategy (the ends), but an end in itself. Human resource strategy therefore
becomes critical and, as Baird et al. (1983) argued, there can be no strategy without
human resource strategy. Boxall (1996) develops this idea in relation to the resource-
based firm, and argues convincingly that business strategy can usefully be interpreted
as more broad than a competitive strategy (or positioning in the marketplace). In this
case business strategy can encompass a variety of other strategies including HRM,
and he describes these strategies as the pieces of a jigsaw. This suggests mutual devel-
opment and some form of integration, rather than a slavish response to a predeter-
mined business strategy.

The HR-driven model (E) offers a more extreme form, which places human
resource strategy in prime position. The argument here is that if people are the key
to competitive advantage, then we need to build on our people strengths. Logically,
then, as the potential of our employees will undoubtedly affect the achievement of
any planned strategy, it would be sensible to take account of this in developing our
strategic direction. Butler (1988/89) identifies this model as a shift from human
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resources as the implementors of strategy to human resources as a driving force in
the formulation of the strategy. Again this model is a reflection of a resource-based
strategic HRM perspective, and sits well with the increasing attention being given
to the notion of ‘human capital’ where it is the collective nature and quality of the
people in the organisation which provide the potential for future competitive advant-
age (see, for example, Lengnick-Hall and Lengnick-Hall 2003).

ACTIVITY 2.1

THEORETICAL PERSPECTIVES OF STRATEGIC HUMAN
RESOURCE MANAGEMENT

Three theoretical approaches to strategic HRM can be identified. The first is founded
on the concept that there is ‘one best way’ of managing human resources in order to
improve business performance. The second focuses on the need to align employment
policies and practice with the requirements of business strategy in order that the
latter will be achieved and the business will be successful. This second approach
is based on the assumption that different types of HR strategies will be suitable for
different types of business strategies. Thirdly, a more recent approach to strategic
HRM is derived from the resource-based view of the firm, and the perceived value of
human capital. This view focuses on the quality of the human resources available
to the organisation and their ability to learn and adapt more quickly than their com-
petitors. Supporters of this perspective challenge the need to secure a mechanistic fit
with business strategy and focus instead on long-term sustainability and survival of
the organisation via the pool of human capital.

Universalist approach

The perspective of the universalist approach is derived from the conception of
human resource management as ‘best practice’, as we discussed in Chapter 1. In
other words it is based on the premise that one model of labour management — a
high-commitment model - is related to high organisational performance in all con-
texts, irrespective of the particular competitive strategy of the organisation. An
expression of this approach can be seen in Guest’s theory of HRM, which is a pre-
scriptive model based on four HR policy goals: strategic integration, commitment,
flexibility and quality. These policy goals are related to HRM policies which are
expected to produce desirable organisational outcomes.
Guest (1989) describes the four policy goals as follows:
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e Strategic integration — ensuring that HRM is fully integrated into strategic plan-
ning, that HRM policies are coherent, that line managers use HRM practices as
part of their everyday work.

e Commitment — ensuring that employees feel bound to the organisation and are
committed to high performance via their behaviour.

e Flexibility — ensuring an adaptable organisation structure, and functional flex-
ibility based on multiskilling.

e Quality — ensuring a high quality of goods and services through high-quality, flex-
ible employees.

Guest sees these goals as a package — all need to be achieved to create the desired
organisational outcomes which are high job performance, problem solving, change,
innovation and cost effectiveness; and low employee turnover, absence and grievances.

Clarity of goals gives a certain attractiveness to this model — but this is where
the problems also lie. Whipp (1992) questions the extent to which such a shift is
possible, and Purcell (1991) sees the goals as unattainable. The goals are also an
expression of human resource management, as opposed to personnel management,
and as such bring us back to the debate about what human resource management
really is and the inherent contradictions in the approach (Legge 1991, 1995).
Ogbonna and Whipp (1999) argue that internal consistency within such a model is
extremely difficult to achieve because of such contradictions (for example the tension
between flexibility and commitment). Because the prescriptive approach brings with
it a set of values, it suggests that there is only one best way and this is it. Although
Guest (1987) has argued that there is no best practice, he also encourages the use of
the above approach as the route to survival of UK businesses.

Pfeffer (1994) and Becker and Gerhart (1996) are well-known exponents of this
view. While there is some support for this perspective, there remains some debate as
to which particular human resource practices will stimulate high commitment. We
consider this perspective in more depth in Chapter 10 on Strategic aspects of perform-
ance. The following Window on practice gives an example of one interpretation of
a high-commitment, high-performance approach to human resource management
strategy.

WINDOW ON PRACTICE
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Falling somewhere between the universalist approach and the fit approach is the
Harvard model of HRM. This model, produced by Beer et al. (1984), is analytical
rather than prescriptive. The model, shown in Figure 2.2, recognises the different
stakeholder interests that impact on employee behaviour and performance, and also
gives greater emphasis to factors in the environment that will help to shape human
resource strategic choices — identified in the Situational factors box. Poole (1990)
also notes that the model has potential for international or other comparative ana-
lysis, as it takes into account different sets of philosophies and assumptions which
may be operating.
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Stakeholder
interests
Shareholders
Management
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Governm.ent HRM policy HR outcomes Long-term
Community choices consequences
Unions Commitment
Employee Competence Indiv'idual well-
influence being
Congruence T
: ; Human resource Organisational
Situational flow Coesﬁsectiveness effectiveness
factors Reward systems Societal well-
Workforce Work systems el
characteristics

Business strategy
and conditions

Management
philosophy

Labour market
Unions
Task technology

Laws and societal
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The Harvard framework for human resource management (Source: Adapted with
permission of The Free Press, a Division of Simon & Schuster, Inc., from Managing Human Assets by Michael
Beer, Bert Spector, Paul R. Lawrence, D. Quinn Mills, Richard E. Walton. New York: The Free Press. Copyright ©
1984 by The Free Press.)

Although Beer et al.’s model is primarily analytical, there are prescriptive elements
leading to some potential confusion. The prescription in Beer et al.’s model is found
in the HR outcomes box, where specific outcomes are identified as universally
desirable.

Fit or contingency approach

The fit or contingency approach is based on two critical forms of fit. The first is
external fit (sometimes referred to as vertical integration) — that HR strategy fits with
the demands of business strategy; the second is internal fit (sometimes referred to as
horizontal integration) — that all HR policies and activities fit together so that they
make a coherent whole, are mutually reinforcing and are applied consistently. One
of the foundations of this approach is found in Fombrun et al. (1984), who proposed
a basic framework for strategic human resource management, shown in Figures 2.3
and 2.4. Figure 2.3 represents the location of human resource management in rela-
tion to organisational strategy, and you should be able to note how the Fit model (B)
is used (see Figure 2.1). Figure 2.4 shows how activities within human resource man-
agement can be unified and designed in order to support the organisation’s strategy.

The strength of this model is that it provides a simple framework to show how
selection, appraisal, development and reward can be mutually geared to produce the
required type of employee performance. For example, if an organisation required
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Figure 2.3 Strategic management and environmental pressures (Source: C. Fombrun,
N.M. Tichy and M.A. Devanna (1984) Strategic Human Resource Management, p. 35. New York: John Wiley
and Sons, Inc. © John Wiley and Sons Inc., 1984. Reprinted by permission of John Wiley and Sons, Inc.)

Figure 2.4 The human resource cycle (Source: C. Fombrun, N.M. Tichy and M.A. Devanna (1984)
Strategic Human Resource Management, p. 41. New York: John Wiley and Sons, Inc. © John Wiley and Sons Inc.,
1984. Reprinted by permission of John Wiley and Sons, Inc.)
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cooperative team behaviour with mutual sharing of information and support, the
broad implications would be:

e Selection: successful experience of teamwork and sociable, cooperative personal-
ity; rather than an independent thinker who likes working alone.

e Appraisal: based on contribution to the team, and support of others; rather than
individual outstanding performance.

e Reward: based on team performance and contribution; rather than individual per-
formance and individual effort.

There is little doubt that this type of internal fit is valuable. However, questions
have been raised over the model’s simplistic response to organisation strategy.
The question ‘what if it is not possible to produce a human resource response that
enables the required employee behaviour and performance?’ is never addressed. So,
for example, the distance between now and future performance requirements, the
strengths, weaknesses and potential of the workforce, the motivation of the work-
force and employee relations issues are not considered.

This model has been criticised because of its dependence on a rational strategy for-
mulation rather than on an emergent strategy formation approach; and because of
the nature of the one-way relationship with organisational strategy. It has also been
criticised owing to its unitarist assumptions, as no recognition is made for employee
interests and their choice of whether or not to change their behaviour.

Taking this model and the notion of fit one step further, human resource strategy
has been conceived in terms of generating specific employee behaviours. In the ideal
form of this there would be analysis of the types of employee behaviour required to
fulfil a predetermined business strategy, and then an identification of human resource
policies and practices which would bring about and reinforce this behaviour. A very
good example of this is found in Schuler and Jackson (1987). They used the three
generic business strategies defined by Porter (1980) and for each identified employee
role behaviour and HRM policies required. Their conclusions are shown in Table 2.1.

Similar analyses can be found for other approaches to business strategy, for
example in relation to the Boston matrix (Purcell 1992) and the developmental stage
of the organisation (Kochan and Barocci 1985). Some human resource strategies
describe the behaviour of all employees, but others have concentrated on the beha-
viour of Chief Executives and senior managers; Miles and Snow (1984), for example,
align appropriate managerial characteristics to three generic strategies of prospector,
defender and analyser. The rationale behind this matching process is that if mana-
gerial attributes and skills are aligned to the organisational strategy, then a higher
level of organisational performance will result. There is little empirical evidence to
validate this link, but work by Thomas and Ramaswamy (1996) does provide some
support. They used statistical analysis to investigate if there was a match between
manager attributes and skills in organisations with either a defender or a prospector
strategy in 269 of the Fortune 500 companies in the United States. They found an
overall statistical relationship between manager attributes and strategy. Taking the
analysis a step further they then compared 30 organisations which were misaligned
with 30 which were aligned and found that performance in the aligned companies
(whether prospector or defender) was statistically superior. While this work can be
criticised, it does provide an indication of further research which can be developed
to aid our understanding of the issues. Sanz-Valle et al. (1999) found some partial
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Strategy

1 Innovation

2 Quality

enhancement

3 Cost
reduction

Business
strategies, and
associated
employee role
behaviour and
HRM policies

Employee role behaviour

A high degree of creative
behaviour

Longer-term focus

A relatively high level of co-
operative, interdependent
behaviour

A moderate degree of concern
for quality

A moderate concern for quantity;
an equal degree of concern for
process and results

A greater degree of risk taking;
a higher tolerance of ambiguity
and unpredictability

Relatively repetitive and
predictable behaviours

A more long-term or intermediate
focus

A moderate amount of co-
operative, interdependent
behaviour

A high concern for quality

A modest concern for quantity
of output

High concern for process: low
risk-taking activity; commitment
to the goals of the organisation

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

Jobs that require close interaction and
coordination among groups of individuals

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

Jobs that allow employees to develop skills
that can be used in other positions in the firm

Compensation systems that emphasise
internal equity rather than external or market-
based equity

Pay rates that tend to be low, but that allow
employees to be stockholders and have more
freedom to choose the mix of components
that make up their pay package

Broad career paths to reinforce the
development of a broad range of skills

Relatively fixed and explicit job descriptions

High levels of employee participation in
decisions relevant to immediate work
conditions and the job itself

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
that allow little room for ambiguity

Narrowly designed jobs and narrowly defined
career paths that encourage specialisation,
expertise and efficiency

Short-term results-orientated performance
appraisals

Close monitoring of market pay levels for use
in making compensation decisions

Minimal levels of employee training and
development

Source: R.S. Schuler and S.E. Jackson (1987) ‘Linking competitive strategies with human resource management
practices’, Academy of Management Executive, No. 3, August. Reproduced with permission of the Academy of

Management.

38



Chapter 2 Strategic human resource management

support for the Schuler and Jackson model in terms of the link between business
strategy and HR practices, but they did not investigate the implications of this link
for organisational performance. The types of strategies described above are generic,
and there is more concentration in some organisations on tailoring the approach to
the particular needs of the specific organisation.

Many human resource strategies aim not just to target behaviour, but through
behaviour change to effect a movement in the culture of the organisation. The target
is, therefore, to change the common view of ‘the way we do things around here’ and
to attempt to manipulate the beliefs and values of employees. There is much debate
as to whether this is achievable.

We have previously recounted some of the concerns expressed about Fombrun
et al.’s specific model; however, there is further criticism of the fit or matching per-
spective as a whole. Grundy (1998) claims that the idea of fit seems naive and
simplistic. Ogbonna and Whipp (1999) argue that much literature assumes that fit
can be targeted, observed and measured and there is an underlying assumption
of stability. Given that most companies may have to change radically in response
to the environment, any degree of fit previously achieved will be disturbed. Thus,
they contend that fit is a theoretical ideal which can rarely be achieved in practice.
Boxall (1996) criticises: the typologies of competitive advantage that are used, argu-
ing that there is evidence that high-performing firms are good ‘all rounders’; the fact
that strategy is a given and no account is made of how it is formed or by whom; the
assumption that employees will behave as requested; and the aim for consistency, as
it has been shown that firms use different strategies for different sections of their
workforce.

However, in spite of the criticisms of this perspective, it is still employed in both
the academic and practitioner literature — see, for example, Holbeche’s (1999) book
entitled Aligning Human Resources and Business Strategy.

Resource-based approach

The resource-based view of the firm (Barney 1991) has stimulated attempts to create
a resource-based model of strategic HRM (Boxall 1996). The resource-based view of
the firm is concerned with the relationships between internal resources (of which
human resources are one), strategy and firm performance. It focuses on the promo-
tion of sustained competitive advantage through the development of human capital
rather than merely aligning human resources to current strategic goals. Human
resources can provide competitive advantage for the business, as long as they are
unique and cannot be copied or substituted for by competing organisations. The
focus is not just on the behaviour of the human resources (as with the fit approach),
but on the skills, knowledge, attitudes and competencies which underpin this, and
which have a more sustained impact on long-term survival than current behaviour
(although this is still regarded as important). Briggs and Keogh (1999) maintain that
business excellence is not just about ‘best practice’ or ‘leapfrogging the competition’,
but about the intellectual capital and business intelligence to anticipate the future,
today.

Barney states that in order for a resource to result in sustained competitive advant-
age it must meet four criteria, and Wright et al. (1994) demonstrate how human
resources meet these. First, the resource must be valuable. Wright and his colleagues
argue that this is the case where demand for labour is heterogeneous, and where the
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supply of labour is also heterogeneous — in other words where different firms require
different competencies from each other and for different roles in the organisation,
and where the supply of potential labour comprises individuals with different com-
petencies. On this basis value is created by matching an individual’s competencies
with the requirements of the firm and/or the job, as individuals will make a variable
contribution, and one cannot be substituted easily for another.

The second criterion, rarity, is related to the first. An assumption is made that the
most important competence for employees is cognitive ability due to future needs for
adaptability and flexibility. On the basis that cognitive ability is normally distributed
in the population, those with high levels of this ability will be rare. The talent pool
is not unlimited and many employers are currently experiencing difficulties in finding
the talent that they require.

Third, resources need to be inimitable. Wright et al. argue that this quality applies
to the human resource as competitors will find it difficult to identify the exact source
of competitive advantage from within the firm’s human resource pool. Also com-
petitors will not be able to duplicate exactly the resource in question, as they will be
unable to copy the unique historical conditions of the first firm. This history is
important as it will affect the behaviour of the human resource pool via the devel-
opment of unique norms and cultures. Thus even if a competing firm recruited a
group of individuals from a competitor they would still not be able to produce the
same outcomes in the new firm as the context would be different. Two factors make
this unique history difficult to copy. The first is causal ambiguity — in other words it
is impossible to separate out the exact causes of performance, as the sum is always
more than the parts; and, second, social complexity — that the complex of relation-
ships and networks developed over time which have an impact on performance is
difficult to dissect.

Finally resources need to be non-substitutable. Wright and his co-authors argue
that although in the short term it may be possible to substitute human resources with
others, for example technological ones, in the long term the human resource is dif-
ferent as it does not become obsolete (like technology) and can be transferred across
other products, markets and technologies.

Wright et al. noted that attention has often been devoted to leaders and top
management in the context of a resource-based approach, and indeed Boxall (1996)
contends that this approach provides the theoretical base on which to concentrate in
the renewal and development of the critical resource of leaders in the organisation.
However, Wright and his co-authors view all human resources in the organisation
as the pool of capital. This sits well with the view of strategy as evolutionary and
strategy being influenced from the bottom up as well as from the top down. Also it
is likely that top managers are more easily identified for their contribution to the
organisation and hence are more likely to be mobile, therefore, than other employees
who may not be so easily identified. However, different segments of the human
resource are viewed differently by organisations in terms of their contribution to
competitive advantage, so for some organisations the relevant pool of human capital
may not be the total pool of employees.

Whereas fit models focus on the means of competitive advantage (HR practices)
the resource-based view focuses on the source (the human capital). Wright et al.
argue that while the practices are important they are not the source of competitive
advantage as they can be replicated elsewhere, and they will produce different results
in different places because of the differential human capital in different places. The
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Human
resource
practices
Human Human Sustained
capital resource competitive
pool behaviour advantage

A model of human resources as a source of sustained competitive advantage
Source: P. Wright, G. McMahon and A. McWilliams (1994) ‘Human resources and sustained competitive
advantage: a resource-based perspective’, International Journal of Human Resource Management, Vol. 5,
No. 2, p. 318. Reproduced with the permission of Taylor and Francis Ltd. See www.tandf.co.uk/journals.

relationship between human capital, human resource practices and competitive
advantage is shown in Figure 2.5.

Boxall (1996) argues that this theoretical perspective provides a conceptual base
for asserting that human resources are a source of competitive advantage, and as
such valued as generating strategic capability. Thus there is a case for viewing HR
strategy as something more than a reactive matching process. Indeed Wright ez al.
argue that it provides the case for HR to be involved in the formulation of strategy
rather than just its implementation. They suggest that it provides a grounding for
asserting that not every strategy is universally implementable, and that alternatives
may have to be sought or the human capital pool developed further, via human
resource practices, where this is possible.

The importance of this perspective is underlined by the current emphasis on a
firm’s intangible assets. Numerous studies have shown that a firm’s market value
(the sum of the value of the shares) is not fully explained by its current financial
results (see, for example, Ulrich and Smallwood 2002) or its tangible assets and the
focus has moved to a firm’s intangible assets such as intellectual capital and customer
relationships — all of which are derived from human capital (see, for example,
Schmidt and Lines 2002). This emphasis has resulted in a great deal of attention
being paid to the evaluation of human capital through measuring, reporting and
managing it. Human capital can be reported both internally and externally (as in the
annual financial report, or similar), and Angela Baron from the CIPD has been
reported as commenting that ‘investors are demanding information on human
capital’ (Roberts 2002).

But human capital is loaned: ‘human capital is not owned by the organization,
but secured through the employment relationship’ (Scarborough 2003a, p. 2) and
because this is so, the strategy for the management of people is also critical. The gov-
ernment’s White Paper, Modernising Company Law, suggests that the largest 1,000
companies should publish an annual operating review. Experts believe this will need
to include a review about the ways that employees are managed (People Manage-
ment 2002). In addition the Accounting Standards Board recommend that people
management measures should be included in annual reports (Brown 2002).

The perceived importance of people as an intangible asset is demonstrated in the
action of Barclays Group who on their Investor’s Day were keen to demonstrate not
only their financial results but people strategies and improvements in staff satis-
faction which they believe have contributed to the results (Arkin and Allen 2002).
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The Barclays approach is covered in more detail in a case study on the website
www.booksites.net/torrington.

This approach has great advantages from an HR point of view. People in the
organisation become the focus, their contribution is monitored and made more
explicit, the way people are managed can be seen to add value and money spent on
people can be seen as an investment rather than a cost. Some firms are using the bal-
anced scorecard to demonstrate the contribution that human capital makes to firm
performance, such as Norwich Union, and Scarborough (2003b) argues that this
builds a bridge between the role of the HR function and the strategy of the firm.
However, there are in-built barriers in the language of the resource-based view. One
is the reference to people as ‘human capital” which some consider to be unneces-
sarily instrumental. Another is the focus on ‘firms’ and ‘competitive advantage’
which makes it harder to see the relevance of this perspective for organisations in
the public sector. There is also the issue of what is being measured and who decides
this. The risk is that too much time is spent measuring and that not everything that
is measured is of critical value to the organisation. So far, such measures appear very
varied, although different firms will, of course, need to measure different things.
Measures often appear to be taken without a coherent framework, as appears to be
the case in the results documented by Scarborough and Elias (2002) for their 10 case
study organisations. The balanced scorecard and the HR scorecard, however, appear
to be a useful mechanism in this respect. The evaluation of human capital is con-
sidered in greater depth in Chapter 33.

Why does the theory matter?

It is tempting to think of these theories of strategic HRM as competing with each
other. In other words one is right and the others are wrong. If this were the case HR
managers/directors and board members would need only to work out which is the
‘right’ theory and apply that. This is, of course, a gross oversimplification, as each
theory can be interpreted and applied in different ways, and each has advantages and
disadvantages. It could be argued that different theories apply in different sectors or
competitive contexts. For example Guest (2001) suggests that there is the possibility
that a ‘high performance/high commitment’ approach might always be most appro-
priate in manufacturing, whereas strategic choice (which could be interpreted as
choice to fit with business strategy) might be more realistic in the services sector. This
could be taken one step further to suggest that different theories apply to different
groups in the workforce.

Consequently, these three theories do not necessarily represent simple altern-
atives. It is also likely that some board directors and even HR managers are not
familiar with any of these theories (see, for example, Guest and King 2001). In spite
of that, organisations, through their culture, and individuals within organisations
operate on the basis of a set of assumptions, and these assumptions are often
implicit. Assumptions about the nature and role of human resource strategy, whether
explicit or implicit, will have an influence on what organisations actually do.
Assumptions will limit what are seen as legitimate choices.

Understanding these theories enables HR managers, board members, consultants
and the like to interpret the current position of HR strategy in the organisation, con-
front current assumptions and challenge current thinking and potentially open up a
new range of possibilities.
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THE ROLE OF THE HR FUNCTION IN STRATEGY

The extent to which the HR function is involved in both organisational and human
resource strategy development is dependent on a range of factors, the most often
quoted being whether the most senior HR person is a member of the board of
directors. Sparkes (2001) identifies a key role for the HR director as promoting the
connection between organisational strategy, culture and people strategy. He main-
tains that being an HR director means that ‘we can almost guarantee that a human
element is built into everything strategic from the start’ (p. 45).

There is evidence to suggest that over the past 20 years HR board membership has
increased and surveys suggest that around three-fifths of larger organisations have an
HR director (see, for example, Hall and Torrington 1998), although some surveys
indicate lower percentages. However, we found, as did Kelly and Gennard (1996),
that board membership, while generally identified as desirable, does not guarantee
the involvement of specialists in strategy, and it was not necessarily seen as essential
to strategic involvement, and this is perhaps why currently very little attention is
given to assessing the percentage of organisations with an HR director:

Thus whilst board membership is often treated as a proxy for strategic involvement,
the reality of the situation is far more complex. Even looking at the most favourable
evidence from the research, a picture emerges of limited involvement in strategic
matters. The good news is that the IPM’s survey found that representation on the top
management team was predicted to increase, although there is contradictory evidence.
(Tyson 1995)

While a seat on the board is undoubtably an advantage and, as Sparkes suggests,
improves HR’s understanding of the business context in which HR strategies need
to be developed and implemented, this is not essential. Other factors influencing
the role of the HR function in strategic concerns include the overall philosophy of
the organisation towards the value of its people, the mindset of the Chief Executive,
and the working relationship between the Chief Executive and the most senior HR
person.

These influences are not particularly easy to manipulate, but what the HR func-
tion can do is look for opportunities in these areas, and use them. Building a good
working relationship with the Chief Executive is critical, and doubly so, as Stiles
(2001) confirms the power of the Chief Executive in selecting who should be
appointed to the board. There is evidence that HR managers have to prove them-
selves before being given a seat on the board (see, for example, Hall and Torrington
1998) so building key competencies is essential. Barney and Wright (1998) suggest
that one of the real reasons why HR are not involved in strategic planning is that
they are not displaying the required competencies. In 2001 IRS (2001) found that
only 72 per cent of HR managers in their survey reported the HR function as having
a strategic/business focus. The website case study, ‘People issues are central to the
success of any organisation’, focuses on these issues.

It is suggested that HR managers need to use business and financial language;
describe the rationale for HR activities in terms of added value; act as a business
manager first and an HR manager second; appoint line managers into the HR
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function; concentrate on priorities as defined by the business; understand the busi-
ness they work in, and offer well-developed change-management skills that can be
used immediately. Guest and King (2001) argue that, as senior managers and board
members appear to have limited knowledge of research linking people management
and performance, there is an opportunity for enthusiastic HR managers/directors to
feed new ideas to Chief Executives. Increasingly, HR managers need to become closer
to their accounting colleagues. In addition, the function needs to prepare itself by
thinking strategically, identifying a functional mission and strategy and involving line
management in the development and implementation of human resource strategy.

SUMMARY PROPOSITIONS

2.1

GENERAL DISCUSSION TOPICS
1 Is it feasible to link business strategy with the management of people in organisations?

2 Does it really matter whether the most senior HR person is on the board of directors, or are
personal work relationships, political alliances and personal track records more important?

3 Human resource strategies can be stimulating to produce and satisfying to display, but how
can we make sure that they are implemented?

FURTHER READING

Khatri, N. and Budhwar, P. (2001) ‘A study of strategic HR issues in an Asian context’,
Personnel Review, Vol. 31, No. 2, pp. 166-87

This article investigates strategic HR issues which are often neglected. Rather than focusing
on strategic content issues, the research reported here concentrates on the structure of the HR
function and its strategic relationships; HR competencies; the nature of HR strategy (for
example formal or informal); and HR outsourcing. Although the study is located in a very
specific context — the electronics and components sector and the machinery and equipment
sector in Singapore — the literature review and results are both very useful and informative and
straightforward reading.
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Mayo, A. (2001) The Human Value of the Enterprise. London: Nicholas Brealey

Mayo provides one approach to the measurement of human capital — the human capital mon-
itor, which is based on people as assets, people’s motivation and commitment and people’s
contribution to added value. There is advice on maximising human capital, motivation and com-
mitment, innovation and learning and the challenges of mergers, acquisitions and alliances.
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Chapter 3 Planning: jobs and people

Planning for human resources has experienced a chequered history. In the 1960s and
1970s it was heralded as a critical tool for business success, as planning to get the
right people in the right place at the right time was seen to be essential to achieving
rapid growth. In the 1980s and 1990s planning was viewed as a suitable tool for
managing downsizing and redundancies. On the other hand it has been argued that
planning is no longer meaningful in an era of rapid and discontinuous change where
it been recognised that strategies emerge rather than being precisely planned in
advance. However, good planning still has an important contribution in supporting
strategic HRM in this context (see, for example, Boxall and Purcell 2003; Stiles 2001).

THE CONTRIBUTION AND FEASIBILITY OF HR PLANNING

A useful starting point is to consider the different contributions that strategy and
planning make to the organisation. A common view has been that they are virtually
one and the same — hence the term ‘strategic planning’. Henry Mintzberg (1994,
p. 108) distinguished between strategic thinking, which is about synthesis, intuition
and creativity to produce a not too precisely articulated vision of direction, and
strategic planning, which is about collecting the relevant information to stimulate the
visioning process and also programming the vision into what needs to be done to get
there. It is helpful to look at human resource planning in the same way, and this is
demonstrated in Figure 3.1. In more detail he suggests:

e Planning as strategic programming — planning cannot generate strategies, but it
can make them operational by clarifying them; working out the consequences of
them; and identifying what must be done to achieve each strategy.

e Planning as tools to communicate and control — planning can ensure coordination
and encourage everyone to pull in the same direction; planners can assist in find-
ing successful experimental strategies which may be operating in just a small part
of the organisation.

e Planners as analysts — planners need to analyse hard data, both external and
internal, which managers can then use in the strategy development process.

o Planners as catalysts — raising difficult questions and challenging the conventional
wisdom which may stimulate managers into thinking in more creative ways.

Organisational and human resource planners make an essential contribution to
strategic visioning. Sisson and Storey (2000) identify HR planning as ‘one of the
basic building blocks of a more strategic approach’. Starting with some ideas of
Lam and Schaubroeck (1998) we identify four specific ways in which HR planning
is critical to strategy, as it can identify:

Strategic Strategic Strategic
planning visioning planning
Providing HR Defining a Programme
data, ideas vision of the vision —
Asking difficult the future HR objectives
questions (organisational targets action

and HR) plans

Figure 3.1 Human resource strategic visioning and strategic planning (Source: After Mintzberg
1994.)
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gaps in capabilities — lack of sufficient skills, people or knowledge in the business
which will prevent the strategy being implemented successfully;

surpluses in capabilities — providing scope for efficiencies and new ventures to
capitalise on the skills, people and knowledge that are currently underused in
order to influence or shape the strategy;

poor utilisation of people — suggesting inappropriate human resource practices
that need to be altered;

developing a talent pool.

If you turn back to Chapter 2 and look again at the resource-based view of the firm
you will see how these four aspects are crucial to sustaining competitive advantage
through making the most of human resources.

Our environment of rapid and discontinuous change makes any planning diffi-

cult, and HR planning is especially difficult as people have free will, unlike other
resources, such as finance or technology. The contribution and implementation of
HR planning is likely to be enhanced if:

plans are viewed as flexible and reviewed regularly, rather than being seen as an
end point in the process;

stakeholders, including all levels of manager and employee, are involved in the
process. Surveys and focus groups are possible mechanisms, in addition to line
manager representatives on the HR planning team;

planning is owned and driven by senior managers rather than HR specialists, who
need to facilitate the process;

plans are linked to business and HR strategy;
plans are user-friendly and not overly complex;

it is recognised that while a comprehensive plan may be ideal, sometimes it may
only be feasible to plan on an issue-by-issue basis.

WINDOW ON PRACTICE
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THE SCOPE OF HUMAN RESOURCE PLANNING

Traditionally human resource planning, generally termed manpower planning, was
concerned with the numbers of employees and the levels and types of skill in the
organisation. A typical model of traditional manpower planning is shown in Fig-
ure 3.2. In this model the emphasis is on balancing the projected demand for and
supply of labour, in order to have the right number of the right employees in the
right place at the right time. The demand for manpower is influenced by corporate
strategies and objectives, the environment and the way that staff are utilised within
the business. The supply of manpower is projected from current employees (via
calculations about expected leavers, retirements, promotions, etc.) and from the
availability of the required skills in the labour market. Anticipated demand and
supply are then reconciled by considering a range of options, and plans to achieve
a feasible balance are designed.

As the world has moved on this model has been viewed as too narrow, being
heavily reliant on calculations of employee numbers or potential employee numbers.
It has also been criticised for giving insufficient attention to skills (Hendry 1994;
Taylor 1998). In addition there has been an increasing recognition of the need to
plan, not just for hard numbers, but for the softer issues of employee behaviour,
organisation culture and systems; these issues have been identified as having a key
impact on business success in the current environment.

Increasingly there is a need for organisations to integrate the process of planning
for numbers and skills of employees; employee behaviour and organisational culture;
organisation design and the make-up of individual jobs; and formal and informal
systems. These aspects are all critical in terms of programming and achieving the
vision. Each of these aspects interrelates with the others. However, reality has always

Environment

s Analysis of Assess
Organisational )
L internal external
objectives
. manpower manpower
and strategies
supply supply

Project Project
manpower Reconcile manpower
demand supply
Manpower
plans

Figure 3.2 A model of traditional manpower planning
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Environmental influences

Translate vision —
where do we
want to be?

Where are

we now? Strategic

vision

Design and use
plans to achieve
transition

Figure 3.3 Integrated human resource planning framework

been recognised as being a long way from identified best practice. Undoubtedly dif-
ferent organisations will place different emphases on each of these factors, and may
well plan each separately or plan some and not others.

The framework we shall use in this chapter attempts to bring all aspects of HR
planning together, incorporating the more traditional approach to ‘manpower plan-
ning’, but going beyond this to include behaviour, culture, systems and so on. Our
framework identifies ‘where we want to be’, translated from responses to the stra-
tegic vision; ‘where we are now’; and ‘what we need to do to make the transition’
— all operating within the organisation’s environment. The framework is shown in
diagrammatic form in Figure 3.3. An alternative framework to use may be the HR
scorecard (see Becker er al. 2001). Chapter 33 provides more details.

We shall now look in more depth at each of these four areas. The steps are pre-
sented in a logical sequence. In practice, however, they may run in parallel, and/or
in an informal fashion, and each area may well be revisited a number of times.

ANALYSING THE ENVIRONMENT

In this chapter we refer to the environment broadly as the context of the organisa-
tion, and this is clearly critical in the impact that it has on both organisational and
human resource strategy. Much strategy is based on a response to the environment —
for example, what our customers now want or what competitors are now offering —
or in anticipation of what customers will want or what they can be persuaded to
want. In human resource terms we need to identify, for example, how difficult or
easy it will be to find employees with scarce skills and what these employees
will expect from an employer so that we can attract them. (See HRP Exercise, 3.1,
note 1, on the website.) We shall be concerned with legislation which will limit or
widen the conditions of employment that we offer, with what competitors are offer-
ing and with what training schemes are available locally or nationally.

Data on relevant trends can be collected from current literature, company annual
reports, conferences/courses and from contacts and networking. Table 3.1 gives
examples of the many possible sources for each major area.
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Social Census information
CIPD journals
News media
Social Trends
General Household Survey
Employment Gazette
Local papers

Demographics Labour Market Quarterly
Census information
Employment Gazette
Local Council, Learning and Skills Councils

Political and legislative News media
Proceedings of European Parliament
Proceedings of British Parliament
Hansard
Industrial Relations Review and Report
Industrial Law Journal

IDS Brief
Industrial and technological Employment Digest
Journals specifically for the industry
Table 3.1 Financial Times
Employers’ association
Sources of Trade association
information on Competitors Annual reports
environment Talk to them!

trends

WINDOW ON PRACTICE
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Once one has acquired and constantly updated data on the environment, a com-
mon method of analysis is to produce a map of the environment, represented as
a wheel. The map represents a time in the future, say three years away. In the centre
of the wheel can be written the core purpose of the organisation as it relates to
people, or potential future strategies or goals. Each spoke of the wheel can then be
filled in to represent a factor of the external environment, for example, potential
employees, a specific local competitor, competitors generally, regulatory bodies, cus-
tomers, government. From all the spokes the six or seven regarded as most import-
ant need to be selected.

These can then be worked on further by asking what demands each will make of
the organisation, and how the organisation will need to respond in order to achieve
its goals. From these responses can be derived the implications for human resource
activities. For example, the demands of potential employees may be predicted as:

e We need a career not just a job.

e We need flexibility to help with childrearing.

e We want to be treated as people and not as machines.

e We need a picture of what the organisation has in store for us.
e We want to be better trained.

And so on.

Managers then consider what the organisation would need to offer to meet these
needs in order to meet a declared organisational goal or strategy. It is a good way of
identifying human resource issues which need to be addressed. The analysis can also
be fed back into identifying and clarifying the future vision or goals in human

resource terms. Figure 3.4 gives an outline for the whole process. (For a worked
example see HRP Exercise, 3.1, note 2, on the website.)

ACTIVITY 3.1

FORECASTING FUTURE HUMAN RESOURCE NEEDS
Organisation, behaviour and culture

There is little specific literature on the methods used to translate the strategic
objectives of the organisation and environmental influences into qualitative or soft
human resource goals. In general terms, they can be summed up as the use of mana-
gerial judgement. Brainstorming, combined with the use of structured checklists or
matrices, can encourage a more thorough analysis. Organisation-change literature



Figure 3.5
The beginnings
of a human
resource
implications
checklist

Chapter 3 Planning: jobs and people

Core
purpose of
the organisation
or

Factors in the
environment

Core purpose of
human resource
function

Individual factors in the environment

Demands from the factor Responses from the organisation

Figure 3.4 Mapping the environment

and corporate planning literature are helpful as sources of ideas in this area. Three
simple techniques are a human resource implications checklist (see Figure 3.5),
a strategic brainstorming exercise (Figure 3.6) and a behavioural expectation chart
(HRP Exercise, 3.1, note 3, on the website). The HR scorecard may be a useful tool
for this aspect of planning, and the use of scenarios may also be helpful (see, for
example, Boxall and Purcell 2003; Turner 2002). Scenarios can be used to provide
a picture of alternative organisational futures and alternative HR responses to
these.

New tasks?

For whom?

What competencies needed?

Relative importance of team/individual behaviour
Deleted tasks?

How will managers need to manage?
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Organisation

Formal and
informal
systems

Corporate
goals

Culture

Managers write a corporate goal in the centre and brainstorm changes
that need to take place in each of the four areas, one area at a time

Figure 3.6 Strategic brainstorming exercise

Employee numbers and skills (demand forecasting)

There is far more literature in the more traditional area of forecasting employee
number demand based on the organisation’s strategic objectives. Both objective and
subjective approaches can be employed. Objective methods include statistical and
work study approaches.

Statistical models generally relate employee number demand to specific organisa-
tional circumstances and activities. Models can take account of determining factors,
such as production, sales, passenger miles, level of service. A simple model might
relate people demand to production, using a constant relationship, without making
any assumptions about economies of scale. In this model if output is to be doubled,
then employees would also need to be doubled. (See HRP Exercise, 3.1, note 4, on
the website.)

More complicated equations can be formulated which describe the way that a
combination of independent factors is expected to affect the dependent employee
demand. By inserting new values for the independent factors, such as new projected
sales figures, we can work out the demand for employees from the equation. The
equations can also be represented as graphs, making the relationships clear to see.
These models can be adapted to take account of projected changes in utilisation,
owing to factors such as the introduction of new technology, or alternative organisa-
tional forms, such as high-performance teams.

The work-study method is based on a thorough analysis of the tasks to be done,
and the time each takes. From this the person-hours needed per unit of output can
be calculated, and standards are developed for the numbers and levels of employees
required. These are most useful when one is studying production work. They need to
be checked regularly to make sure they are still appropriate. Work study is usually
classified as an objective measure; however, it is often accepted that since the devel-
opment of standards and the grouping of tasks is partly dependent on human judge-
ment, it could be considered as a subjective method.

The most common subjective method of demand forecasting is managerial judge-
ment (sometimes referred to as managerial opinion or the inductive method),
and this can also include the judgements of other operational and technical staff, as
well as all levels of managers. This method relies on managers’ estimates of human
resource demand based on past experience and on corporate plans. Managerial
judgements can be collected from the ‘bottom up’ with lower-level managers pro-
viding estimates to go up the hierarchy for discussion and redrafting. Alternatively,
a ‘top-down’ approach can be used with estimates made by the highest level of
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Table 3.2 A Range of methods to change employee utilisation

Introducing new materials or equipment, particularly new technology

Introducing changes in work organisation, such as:
— quality circles

— job rotation

— job enlargement

— job enrichment

— autonomous work groups

— high-performance teams

participation

® Organisation development

Introducing changes in organisation structure, such as:
— centralisation/decentralisation

— new departmental boundaries

— relocation of parts of the organisation

— flexible project structures

Introducing productivity schemes, bonus schemes or other incentive schemes
Encouraging greater staff flexibility and work interchangeability

Altering times and periods of work

Training and appraisal of staff

Developing managers and use of performance management

management to go down the hierarchy for discussion and redrafting. When this
method is used it is difficult to cope with changes that are very different from past
experiences. It is also less precise than statistical methods, but it is more compre-
hensive. Managerial judgement is a simple method, which can be applied fairly
quickly and is not restricted by lack of data, particularly historical data, as are
statistical techniques. However, managerial judgement is important even when stat-
istical techniques are used. (See HRP Exercise, 3.1, note 5, on the website.)

A specialised procedure for the collection of managerial opinions is based on the
idea of the oracle at Delphi. A group of managers anonymously and independently
answer questions about anticipated human resource demand. A compilation of the
answers is fed back to each individual, and the process is repeated until all the
answers converge.

The way that human resources are utilised will change the number of employees
required and the necessary skills needed. There are many ways to change how
employees are used, and these are shown in Table 3.2. Some methods are inter-
related or overlap and would therefore be used in combination. (See HRP Exercise,
3.1, note 6, on the website.) Interconnections between most of these areas and soft
human resources planning are also apparent.

ANALYSING THE CURRENT SITUATION AND
PROJECTING FORWARD

Organisation, behaviour and culture

It is in this area that more choice of techniques is available, and the possibilities
include the use of questionnaires to staff (HRP Exercise, 3.1, note 7, on the website),
interviews with staff and managerial judgement. Focus groups are an increasingly pop-
ular technique where, preferably, the Chief Executive meets with, say, 20 representative
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staff from each department to discuss their views of the strengths and weaknesses of
the organisation, and what can be done to improve. These approaches can be used
to provide information on, for example:

Motivation of employees.

Job satisfaction.

Organisational culture.

The way that people are managed.

Attitude to minority groups and equality of opportunity.
Commitment to the organisation and reasons for this.
Clarity of business objectives.

Goal-focused and other behaviour.

Organisational issues and problems.

What can be done to improve.

Organisational strengths to build on.

WINDOW ON PRACTICE
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Turnover figures, performance data, recruitment and promotion trends and char-
acteristics of employees may also shed some light on these issues.

Data relating to current formal and informal systems, together with data on the
structure of the organisation, also need to be collected, and the effectiveness,
efficiency and other implications of these need to be carefully considered. Most data
will be collected from within the organisation, but data may also be collected from
significant others, such as customers, who may be part of the environment.

Current and projected employee numbers and skills
(employee supply)

Current employee supply can be analysed in both individual and overall statistical
terms. To gain an overview of current supply the following factors may be analysed
either singly or in combination: number of employees classified by function, depart-
ment, occupation job title, skills, qualifications, training, age, length of service, per-
formance appraisal results. (See HRP Exercise, 3.1, note 8, on the website.)
Forecasting employee supply is concerned with predicting how the current supply
of employees will change, primarily how many will leave, be internally promoted or
transferred. These changes are forecast by analysing what has happened in the past,
in terms of staff retention and/or movement, and projecting this into the future to see
what would happen if the same trends continued. The impact of changing circum-
stances would also need to be taken into account when projecting analyses forward.
Bell (1989) provides an extremely thorough coverage of possible analyses, on which
this section is based. Behavioural aspects are also important, such as investigating the
reasons why staff leave, the criteria that affect promotions and transfers and changes
in working conditions and in HR policy. Analyses fall broadly into two categories:
analyses of staff leaving, and analyses of internal movements. The following calcu-
lations are the most popular forms of analysing staff leaving the organisation.
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Annual labour turnover index

The annual labour turnover index is sometimes called the percentage wastage rate,
or the conventional turnover index. This is the simplest formula for wastage and
looks at the number of staff leaving during the year as a percentage of the total
number employed who could have left.

Leavers in year

x 100 = percentage wastage rate
Average number of staff P & &

in post during year

(See HRP Exercise, 3.1, note 9, on the website.)

This measure has been criticised because it gives only a limited amount of
information. If, for example, there were 25 leavers over the year, it would not be pos-
sible to determine whether 25 different jobs had been left by 25 different people, or
whether 25 different people had tried and left the same job. Length of service is not
taken into account with this measure, yet length of service has been shown to have a
considerable influence on leaving patterns, such as the high number of leavers at the
time of induction.

Stability index

The stability index is based on the number of staff who could have stayed through-
out the period. Usually, staff with a full year’s service are expressed as a percentage
of staff in post one year ago.

Number of staff with one year’s service at date

x 100 = percent stabilit
Number of staff employed exactly one year before P Y

(See HRP Exercise, 3.1, note 10, on the website.)
This index, however, ignores joiners throughout the year and takes little account
of length of service.

Cohort analysis

A cohort is defined as a homogeneous group of people. Cohort analysis tracks what
happens as some people leave a group of people with very similar characteristics who
all joined the organisation at the same time. Graduates are an appropriate group for
this type of analysis. A graph showing what happens to the group can be in the form
of a survival curve or a log-normal wastage curve, which can be plotted as a straight
line and can be used to make predictions. The disadvantage of this method of ana-
lysis is that it cannot be used for groups other than the specific group for which it was
originally prepared. The information has also to be collected over a long time-period,
which produces problems of availability and reliability of data.

Half-life

The half-life is a figure expressing the time taken for half the cohort to leave the
organisation. The figure does not give as much information as a survival curve, but
it is useful as a summary and as a method of comparing different groups.
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Percentage of leavers

0-1 1-2 2-3 3-4 4-5 5-6 6-7 7-8 8-9 9-10 10-11 11-12
Length of service in years

Figure 3.7 Census analysis: percentage of leavers with differing lengths of service

Census method

The census method is an analysis of leavers over a reasonably short period of time
— often over a year. The length of completed service of leavers is summarised by
using a histogram, as shown in Figure 3.7. (See HRP Exercise, 3.1, note 11, on the
website.)

Retention profile

Staff retained, that is those who remain with the organisation, are allocated to groups
depending on the year they joined. The number in each year group is translated into
a percentage of the total number of individuals who joined during that year.

We move now to methods of analysing internal movements. These focus on either
overall analyses of movement patterns in the organisation or succession planning,
which has a more individual emphasis.

Analyses of internal movements

And now we turn to employee movements. Age and length of service distributions
can be helpful to indicate an overall pattern of problems that may arise in the future,
such as promotion blocks. They need to be used in conjunction with an analysis of
previous promotion patterns in the organisation. (See HRP Exercise, 3.1, note 12, on
the website.) An alternative is a stocks and flows analysis of the whole organisation
or a part of it, such as a department. The model is constructed to show the hierarchy
of positions and the numbers employed in each. Numbers moving between positions,
and in and out of the organisation over any time-period, can be displayed. The model
displays visually promotion and lateral move channels in operation, and shows what
happens in reality to enable comparison to be made with the espoused approach, but
users need to recognise, and work within, the limitation that the structure of jobs will
change more rapidly than in the past.
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Succession planning

Succession planning has a very high profile at present. This has developed from the
original process of replacement planning which tended to be an informal approach
to promotion with a short-term focus on who would be able to replace senior
people if they left suddenly, so that disruption and dislocation were minimised (see,
for example, Huang 2001). In the 1980s more formal approaches were used which
included careful analysis of the jobs to be filled, a longer-term focus, developmental
plans for individuals who were identified as successors, and the possibility of cross-
functional moves. This approach was typically applied to those identified as having
high potential, and was generally centred on the most senior positions. Larger organ-
isations would produce tables of key jobs on which were named immediate succes-
sors, probable longer-term successors and potential longer-term successors, all with
attached development plans. Alternatively, high-potential individuals were identified
with likely immediate moves, probable longer-term moves and possible longer-term
moves. However, as Hirsh (2000) points out, this model is appropriate to a stable
environment and career structure, and the emphasis in current succession planning
has changed yet again.

The focus now is on the need to build and develop a pool of talent, without such
a clear view of how the talent will be used in the future. This is a more dynamic
approach and fits well with the resource-based view of the firm. While the link to
business strategy is emphasised, there is more recognition of individual aspirations
and a greater opportunity for people to put themselves forward to be considered for
the talent pool. Developing talent at different leadership levels in the organisation is
considered important. Much greater openness in succession planning is encouraged,
and more consideration is given to the required balance between internal talent
development and external talent. Simms (2003) provides an interesting debate on
these issues, which is provided as case study 3.2, on the website.

WINDOW ON PRACTICE
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ACTIVITY 3.2

RECONCILIATION, DECISIONS AND PLANS

We have already said that, in reality, there is a process of continuous feedback
between the different stages of human resource planning activities, as they are all
interdependent. On the soft side (organisation, behaviour and culture) there is a
dynamic relationship between the future vision, environmental trends and the cur-
rent position. Key factors to take into account during reconciliation and deciding on
action plans are the acceptability of the plans to both senior managers and other
employees, the priority of each plan, key players who will need to be influenced and
the factors that will encourage or be a barrier to successful implementation.

On the hard side, feasibility may centre on the situation where the supply forecast
is less than the demand forecast. Here, the possibilities are to:

o Alter the demand forecast by considering changes in the utilisation of employees
(such as training and productivity deals, or high-performance teams): by using dif-
ferent employees with higher skills; employing staff with insufficient skills and
training them immediately; or outsourcing the work.

e Alter the supply forecast by, say, reducing staff turnover or delaying retirement.

e Change the company objectives, as lack of human resource will prevent them from
being achieved in any case. Realistic objectives need to be based on the resource
that is, and is forecast to be, available either internally or externally.

When the demand forecast is less than the internal supply forecast in some areas,
the possibilities are to:
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e Consider and calculate the costs of overemployment over various timespans.
e Consider the methods and cost of losing staff.

o Consider changes in utilisation: work out the feasibility and costs of retraining,
redeployment and so on.

e Consider whether it is possible for the company objectives to be changed. Could
the company diversify, move into new markets, etc.?

We have also noted the interrelationship between the soft and the hard aspects of
planning. For example, the creation of high-performance teams may have implica-
tions for different staffing numbers, a different distribution of skills, alternative
approaches to reward and a different management style. The relocation of supplier’s
staff on to premises of the company that they supply, in order to get really close to
this customer, could have implications for relocation, recruitment, skills required
and culture encouraged. The development of a learning organisation may have implica-
tions for turnover and absence levels, training and development provision, culture
encouraged and approach to reward.

Once all alternatives have been considered and feasible solutions decided, specific
action plans can be designed covering all appropriate areas of HRM activity. For
example:

1 Human resource supply plans. Plans may need to be made concerning the timing
and approach to recruitment or downsizing. For example, it may have been
decided that in order to recruit sufficient staff, a public relations campaign is
needed to promote a particular company image. Promotion, succession, transfer
and redeployment and redundancy and retirement plans would also be relevant
here. Increasingly there is the need to focus on plans for the development and
retention of the talent pool.

2 Organisation and structure plans. These plans may concern departmental exist-
ence, remit and structure and the relationships between departments. They may
also be concerned with the layers of hierarchy within departments and the level at
which tasks are done, and the organisational groups within which they are done.
Changes to organisation and structure will usually result in changes in employee
utilisation.

3 Employee utilisation plans. Any changes in utilisation that affect human resource
demand will need to be planned. Some changes will result in a sudden difference
in the tasks that employees do and the numbers needed; others will result in a
gradual movement over time. Other plans may involve the distribution of hours
worked, for example the use of annual hours contracts; or the use of functional
flexibility where employees develop and use a wider range of skills. There are
implications for communications plans as the employees involved will need to be
consulted about the changes and be prepared and trained for what will happen.
There will be interconnections with supply plans here: for example, if fewer em-
ployees will be needed, what criteria will be used to determine who should be
made redundant and who should be redeployed and retrained, and in which areas?

4 Learning and development plans. There will be development implications from
both the human resource supply and utilisation plans. The timing of development
can be a critical aspect. For example, training for specific new technology skills
loses most of its impact if it is done six months before the equipment arrives. If the
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organisation wishes to increase recruitment by promoting the excellent develop-
ment that it provides for employees, then clear programmes of what will be
offered need to be finalised and resourced so that these can then be used to entice
candidates into the organisation. If the organisation is stressing customer service
or total quality, then appropriate development will need to be developed to enable
employees to achieve this.

5 Performance management and motivation plans. These plans may include the
development or renewal of a performance management system; ensuring that
employees are assessed on objectives or criteria that are key to organisational
success, and which may then be linked to reward. They may also include setting
performance and quality standards; culture change programmes aimed at encour-
aging specified behaviour and performance; or empowerment or career support to
improve motivation.

6 Reward plans. It is often said that what gets rewarded gets done, and it is key that
rewards reflect what the organisation sees as important. For example, if quantity
of output is most important for production workers, bonuses may relate to num-
ber of items produced. If quality is most important, then bonuses may reflect reject
rate, or customer complaint rate. If managers are only rewarded for meeting their
individual objectives there may be problems if the organisation is heavily depend-
ent on teamwork.

7 Employee relations plans. These plans may involve unions, employee represent-
atives or all employees. They would include any matters which need to be nego-
tiated or areas where there is the opportunity for employee involvement and
participation.

8 Communications plans. The way that planned changes are communicated to em-
ployees is critical. Plans need to include not only methods for informing employees
about what managers expect of them, but also methods to enable employees to
express their concerns and needs for successful implementation. Communications
plans will also be important if, for example, managers wish to generate greater
employee commitment by keeping employees better informed about the progress
of the organisation.

Once the plans have been made and put into action, the planning process still con-
tinues. It is important that the plans be monitored to see if they are being achieved
and if they are producing the expected results. Plans will also need to be reconsidered
on a continuing basis in order to cope with changing circumstances.

SUMMARY PROPOSITIONS

3.1
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GENERAL DISCUSSION TOPICS

1 Discuss the proposition that traditional (numbers) human resource planning is only of
interest to organisations in periods of growth when unemployment levels are low.

2 ‘It is worthwhile planning even if you have no strategy.” For what reasons might you agree
or disagree with this statement?

FURTHER READING

McNeilly, M. (2002) ‘Gathering information for strategic decisions’, Strategy and Leader-
ship, Vol. 30, No. 5, pp. 29-34

Focuses on information gathering, making strategic decisions and taking action, and provides
some useful tools for each of these three stages. Some interesting suggestions for making stra-
tegic decisions include scenario planning and acting out scenarios in advance.

Turner, P. (2002) Strategic Human Resource Forecasting. London: CIPD

An excellent and detailed text which covers issues involved in forecasting, strategy and plan-
ning and the HR role in this. Turner includes a wide range of aspects of HR from employee
numbers to employee relations and organisation design.

Walker, G. and MacDonald J. (2001) ‘Designing and Implementing an HR scorecard’,
Human Resource Management, Vol. 40, No. 4, pp. 365-77

This is a useful introduction to the concept of an HR scorecard developed from Kaplan and
Norton’s balanced scorecard model. The article is practical rather than academic and demon-
strates how companies have constructed and applied the card.
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FOCUS ON SKILLS

INTERACTIVE SKILL 1 -
FACE-TO-FACE SKILLS

Managers of all types spend most of their time talking with
people; information is the stock in which they trade. HR spe-
cialists have skilfulness in interaction as their core expertise.
We have already seen how interactive skill is essential to
enable HR people to have an impact on strategy formulation.
Throughout this book we shall see how effective handling
of face-to-face situations is essential throughout human
resource management. As well as being articulate and recept-

ive in any face-to-face situation, HR specialists need to

develop their skills in various different types of encounter.

The recruiter has to be effective in the highly specialised
interaction of the selection interview, where the task is to
find out a great deal of relevant information about an applic-
ant on which to base a judgement as to whether or not that
person would match the skills, experience and attitudes
required in the job to be filled. The skilled recruiter knows
that such information will only come from an applicant who
has confidence in the interviewer’s integrity and who volun-
teers the information, responding willingly and helpfully to

the questions that are posed.



Focus on skills

The industrial relations manager, in contrast, needs to be an effective negotiator,
explaining a position that those on the other side of the table may not appreciate and
who have themselves a position which the industrial relations manager may not
appreciate. Common ground has to be established, differences clarified and possib-
ilities for reconciling those differences explored.

Both interactions have things in common, but they require different skills. Each
Part of this book is rounded up by focusing on an interaction central to the theme of
the Part. Understanding that interaction helps with understanding the other activit-
ies that have been reviewed.

Our objectives in this introductory Focus on skills are to:

Explain what makes for effectiveness in interaction
Explain the different types of interaction

Review the fundamental skills of (a) setting the tone, (b) listening, (c) questioning and
(d) feedback

There is also a brief case study, typical examination questions and some suggested
web links.

Effectiveness in interaction

In the remainder of this focus on skills we concentrate on methods, but we also must
remember the need to understand non-verbal behaviour. We all reveal our feelings
by what we do as well as in what we say. Someone blushing is obviously embarrassed
and someone crying is clearly distressed, but there are a host of other signs or zells
that indicate what a person is feeling. The person who is able to read these signals
has a great advantage in interactions. The term ‘tell’ comes from the study of poker
players, who are as anxious to conceal their own hand as they are to guess what is in
someone else’s (Caro 1994).

Effective face-to-face people are likely to have some basic qualities. Poise enables
a person to be at ease in a wide variety of social situations, often enjoying them, and
able to talk with different types of people in a relaxed and self-confident way. This
self-confidence derives partly from the feedback of willing responses constantly pro-
vided by other people.

Another element of poise is knowing what you are talking about, so we demon-
strate our poise much more in situations with which we are familiar than we do in
strange circumstances. There is less fear of what the other may say and less appre-
hension about appearing naive. Questions, and even criticism, are easier to deal with
and are often wanted, so stimulating the interchange.

Poise is often associated with maturity, due to a person having succeeded in
developing a rounded view of themselves without feeling too much anxiety about the
possible adverse opinions of others. The process of acquiring poise can be
accelerated by experience which involves meeting a variety of people from differing
backgrounds.

A necessary adjunct to poise is the quality of being responsive to the needs, feel-
ings and level of understanding in other people. This prevents poise from becoming
too egocentric. The teacher, for instance, will be looking for signs of misunderstand-
ing in the student so that the message can be restated or clarified, and the market
research interviewer will be looking for signals that the question has been accurately
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construed, or that it needs elaboration. Responsiveness can also include offering
rewards, like friendliness, warmth, sympathy and helpfulness as features of general
style or as part of a relationship with other participants. These not only sustain and
strengthen the relationship, but may also be held back as a means of trying to get
one’s own way.

There are certain general problems that impair effectiveness. They mostly concern
ways in which people tend to hear what they expect to hear rather than what they
are being told.

The frame of reference is the standpoint from which a person views an issue,
and understanding of the issue will be shaped by that perspective rather than any
abstract ‘reality’. It is a set of basic assumptions or standards that frame our beha-
viour. These are developed through childhood conditioning, through social back-
ground, education and affiliations. Differences in the frames of reference held by
participants in interactions present inescapable problems. Can Israelis and Arabs
ever really understand each other? How can those who manage and direct ever
appreciate the point of view of those who are managed and directed?

The frame of reference on any particular matter is largely determined by opinions
developed within a group with which we identify, as few of us alter our opinions
alone. We both follow and participate in the formulation of opinion in our group,
and most of us are in a number of such reference groups. Because this is so, com-
plexities arise: some people can be vociferously anti-union as citizens and voters in
general elections, yet support a union of which they are members at their workplace.

The stereotype is the standardised expectation we have of those who have certain
dominant characteristics: typical stereotypes are that all Scots are mean, all shop
stewards are disruptive, women are more caring than men and that men are more
aggressive than women. The behaviour of some people in a category makes us expect
all in that category to behave in the same way. This is obviously invalid, but is a
tendency to which we are prone. We must always listen to what people are actually
saying to us rather than hearing what we think a person of that type would say.

At first making use of stereotypes is necessary in working relationships; it is
not feasible to deal with every individual we meet as being a void until we have
collected enough information to know how to treat them, so we always try to find
a pigeon-hole in which to put someone. We begin conversations with a working
stereotype, so that, for example, we stop someone in the street to ask directions
only after we have selected a person who looks intelligent and sympathetic. If we are
giving directions to a stranger we begin our explanation having made an assessment
of their ability to understand quickly, or their need for a more detailed, painstaking
explanation. The stereotype becomes a handicap only when we remain insensitive
to new information enabling us to develop a fuller and more rational appraisal of the
individual with whom we are interacting.

Being aware of the dangers of stereotyping others, and trying to exercise self-
discipline, can reduce the degree to which you misunderstand other people, but you
still have the problem that your respondents will put you into a stereotype and hear
what you say in accordance with whatever their predetermined notion may be.

Cognitive dissonance is the difficulty we all have in coping with behaviour that is
not consistent with our beliefs. Such behaviour will make us uncomfortable and we
will try to cope with the dissonance in various ways in order to reduce the discom-
fort. Either we persuade ourselves that we believe in what we are doing, or we avoid
the necessary behaviour. When we are given new information that is not consistent
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with what we already believe, we are likely to massage it to fit our existing pattern
of behaviour rather than discard the beliefs of a lifetime.

Different types of interaction

Meetings are needed to make decisions, to overcome misunderstanding and to
develop ideas. Interviews are used for selection, discipline, appraisal, counselling,
problem solving and grievance handling. Managers ‘put things across’ in selling, per-
suasion, presentation and negotiation.

It is helpful to group interactions into four broad types: enquiry, exposition, joint
problem solving and conflict resolution, as indicated in Figure I.1.

Engquiry is that group of situations where the HR specialist needs to find things
out from someone else, with the selection interview being the classic example. What
needs to be found out may be factual information, attitudes, feelings, levels of under-
standing or misunderstanding. The main skill is in types of questioning.

Exposition is almost the direct opposite. Instead of finding things out, the HR
person is trying to convey information, to develop in the other person a level of
knowledge and understanding, acceptance of an argument or agreement with a
proposition. Although some questioning is often an integral part of exposition, the
main skill is in clear articulation, fluency, good organisation of material and effective
illustration.

Joint problem solving is a different type of activity as it involves developing an
exchange in which both parties work together to unravel a problem or understand a
situation which neither fully understands beforehand. It is not one person transfer-
ring an ‘answer’ to another, but both trying to understand together something which
they can only partly understand alone. The skills involve some questioning and
explanation, but also careful listening and feedback.

Joint problem solving assumes that both parties trust each other and see a com-
mon interest in helping the other. Conflict resolution begins without that mutual
confidence, as the parties have interests that inevitably conflict and they are not likely
fully to trust each other. The skills here are first those of presentation and then
listening, questioning and feedback.

A very specialised skill is that of chairing, which is dealt with at the end of the book.

Enquiry Exposition
Selection Presentation
Attitude survey Lecture

Health screening Briefing

Joint problem solving Conflict resolution
Appraisal Negotiation
Counselling Arbitration
Discipline

Four categories of interaction
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Fundamental skills in setting the tone

Any interaction begins by someone setting the tone of what is to follow. A shop assist-
ant who says, ‘Can I help you’, or the peculiarly common, ‘Are you all right zhere?’
is trying to set a tone of knowledgeable helpfulness to a customer that might even-
tually result in a sale. It is the inclusion of the apparently superfluous ‘there’ that is
puzzling. Of course you are there; where else would you be? Presumably the reason
is to make the question less blunt, avoiding the implication that you are not all right.
The HR specialist will set the tone of a selection interview, for instance, by explain-
ing what is to happen and providing other contextual information that will enable
the candidate to engage in the process constructively. There will also be a process of
conveying more subtle messages to say, ‘I’m in charge; [ know what I’'m doing; you
can trust me.’ In other interactions the way of setting the tone is different, but some
features are common:

e Speak first.

e Smile, looking confident and relaxed (much easier said than done).

e Have brief, harmless exchanges that enable the parties to speak to each other
without the answers mattering (weather, travel problems, etc.), but always react
appropriately to answers.

e Explain your understanding of what is to happen.

e Check that that is understood and accepted.

Fundamental skills in listening
Tone of voice

Different feelings express themselves in different voice characteristics. Possible
meanings for various characteristics are tabulated below:

Characteristic Probable meaning
Monotone voice Boredom

Slow speed, low pitch Depression

High voice, emphasis Enthusiasm
Ascending tone Astonishment

Abrupt speech Defensiveness

Terse speed, loud tone Anger

High pitch, drawn-out speech Disbelief

Giving attention

Inclining the body towards the other person is a signal of attentiveness, so our pos-
ture should be inclined forward and facing the other squarely with an open posture:
folded arms can be inhibiting.
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Eye contact is crucial to good listening, but is a subtle art:

Effective eye contact expresses interest and a desire to listen. It involves focusing one’s
eyes softly on the speaker and occasionally shifting the gaze from his face to other parts
of the body, to a gesturing hand, for example, and then back to the face and then to eye
contact once again. Poor eye contact occurs when a listener repeatedly looks away from
the speaker, stares at him constantly or blankly, or looks away as soon as the speaker
looks at the listener. (Bolton 1987, p. 36)

The distinction between ‘focusing one’s eyes softly’ and staring is vital, though
difficult to describe, and competence in eye contact is never easy to establish. It is one
of the most intimate ways of relating to a person and many managers fear that the
relationship may become too close.

We also show physical responses in our attentiveness. First we have to avoid dis-
tracting the other person by physical behaviour that is unrelated to what is being
said; fiddling with a pen, playing with car keys, scrutinising our fingernails, wringing
our hands, brushing specks of dust off our sleeves are a few typical behaviours that
indicate inattention. Skilled listeners not only suppress these, they also develop
minor gestures and posture variants that are directly responsive to what the other is
saying.

Being silent helps you to listen by providing space for incoming messages, but it
also provides opportunities to observe the other person and to think about what is
being said. Most people are uncomfortable with silence and try to fill it with incon-
sequential chat, but this interferes with listening. Silence still has to be attentive and
the longer the silence, the harder it is to be attentive: think of the last lecture you
attended and how hard it was to maintain attentiveness.

Fundamental skills in questioning

Closed questions seek precise, terse information and are useful when you want clear,
straightforward data. Most encounters feature closed questioning at some point.

Open-ended questions avoid terse replies by inviting respondents to develop their
opinions without the interviewer prescribing what the answer should be. The ques-
tion does little more than introduce a topic to talk about. Their main purpose is to
obtain the type of deeper information that the closed question misses, as the shape
of the answer is not predetermined by the questioner. You are informed not simply
by the content of the answers, but by what is selected and emphasised.

Indirect questions take an oblique approach on a difficult matter. A blunt ‘Did
you like that job?” almost suggests you didn’t, or at least raises the suspicion that the
interviewer thinks you didn’t; it is a bit like the shop assistant avoiding being too
blunt. Put indirectly as “What gave you the most satisfaction in that job?’ it has the
merit of concentrating on the work rather than the person.

The probe is a form of questioning to obtain information that the respondent is
trying to conceal. When the questioner becomes aware that the respondent is doing
so he or she has to make an important, and perhaps difficult, decision: whether to
respect the candidate’s unwillingness and let the matter rest, or to persist with the
enquiry. Reluctance is quite common in selection interviews where a candidate may
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wish to gloss over an aspect of the recent employment history. The most common
sequence for the probe takes the following form: (a) direct questions, replacing the
more comfortable open-ended approach (‘What were you doing in the first six
months of 2001?’). Careful phrasing may avoid a defensive reply, but those skilled
at avoiding unwelcome enquiries may still deflect the question, leading to (b) sup-
plementaries, which reiterate the first question with different phrasing (‘Yes, I under-
stand about that period. It’s the first part of 2001 that I'm trying to get clear: after
you came back from Belgium and before you started with Amalgamated Widgets’).
Eventually this should produce the information the questioner needs. (c) Closing. If
the information has been wrenched out like a bad tooth and the interviewer looks
horrified or sits in stunned silence, then the candidate will feel put down beyond
redemption. The interviewer needs to make the divulged secret less awful than the
candidate had feared, so that the interview can proceed with reasonable confidence
(“Yes, well you must be glad to have that behind you’). It may be that the interviewer
will feel able to develop the probe by developing the answer by a further question
such as ‘And how did that make you feel?’ or ‘And how did you react to that? It must
have been a terrible blow.’ It is only reasonable to do this if the resultant exchange
adds something useful to the questioner’s understanding of the client: simple nosi-
ness is not appropriate.

One rather dubious version of the probe is to offer an exaggerated explanation for
something being avoided. In the imaginary situation described above the selector
might do this:

Selector: Yes, | understand about that period. It's the first part of 2001 that I'm trying to get
clear: after you came back from Belgium and before you started with Amalgamated Widgets.
You weren't in prison or anything, were you?

Candidate: Oh no. | had a nervous breakdown

The explanation offered by the selector is so appalling that the candidate rushes to
offer a less appalling explanation. This is not recommended, but it is interesting to
know about. It might happen to you one day.

Some common lines of questioning should be avoided because they can produce
an effect that is different from what is intended.

Leading questions (‘Would you agree with me that ... ?’) will not necessarily
produce an answer that is informative, but an answer in line with the lead that has
been given.

Multiple questions give the candidate too many inputs at one time (‘Could you tell
me something of what you did at university, not just the degree, but the social and
sporting side as well, and why you chose to backpack your way round the world?
You didn’t travel on your own, did you?’). This sort of questioning is sometimes
adopted by interviewers who are trying very hard to efface themselves and let the
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respondent get on with the talking. However helpful the interviewer intends to be,
the effect is that the candidate will usually forget the later parts of the question, feel
disconcerted and ask, “What was the last part of the question?’ By this time the inter-
viewer has also forgotten, so they are both embarrassed.

Taboo questions are those that infringe the reasonable personal privacy of the
candidate. There is a proper place for the probe, but some questions have to be
avoided, especially in selection interviews, as they could be interpreted as discrimin-
atory. It is at least potentially discriminatory, for instance, to ask women how many
children they have and what their husbands do for a living. Questions about religion
or place of birth are also to be avoided. Some questions may do no more than
satisfy the idle curiosity of the questioner. If there is no point in asking them, they
should not be put.

Fundamental skills in feedback

As well as listening, it is necessary to provide feedback to demonstrate that you have
received and understood what you are being told.

In reflection, the listener picks up and re-states the content of what has just been
said. In a difficult situation the listener picks out the emotional overtones of a state-
ment and ‘reflects” them back to the respondent without any attempt to evaluate
them. The interviewer expresses neither approval nor disapproval, neither sympathy
nor condemnation.

At a more prosaic level, there is summary and re-run to show you are listening and
providing the opportunity for any misunderstanding to be pointed out. In appraisal,
for instance, the respondent will produce lots of information in an interview and you
will be selecting that which is to be retained and understood. From time to time you
interject a summary sentence or two with an interrogative inflection. This shows that
you are listening, gives the respondent the chance to correct any false impressions
and reinforces the key points that are being retained. It is also a useful way of mak-
ing progress, as the interjection is easily followed by another open-ended question —
‘Now perhaps we can turnto . .. ?’

The standard method in both reflection and summary is paraphrasing, by which
the listener states the essence of what has been said. This is done concisely, giving the
speaker a chance to review what has been said and, perhaps, to correct it.

We all respond positively when a listener shows interest in what is being said. If it
is possible also to agree with what is being said, the reinforcement of the respond-
ent will be greater.

The most common form of affirmation in feedback is the head nod, and many
public speakers look for head nods (not to be confused with nodding off) as a way
of judging the supportive mood of the audience. Other ways of affirming involve the
use of the eyes. These are too subtle and individual to describe, but we each have a
repertoire of signals to indicate such reactions as encouragement, surprise and under-
standing. When the eyes are part of a smile, there will be stronger reward to the
talker. There are also words and phrases: ‘Really?’ ‘Goon .. .", “Yes .. .”, ‘Of course
.. My word . . ., “You were saying . . .

Interaction contains a variety of noises that are ways of feeding back to the other
party. They are impossible to reproduce in words but are usually variations of a
theme of ‘Mmm . ..” and they form a part of the exchanges that is inarticulate yet
meaningful, keeping things going without interrupting.
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I.1 Interactive skills are a fundamentally important aspect of all managerial work.

1.2 Effectiveness in interaction is aided by poise and being responsive to others, as well as by
understanding the effects of the frame of reference, stereotyping and cognitive dissonance.

1.3 The basic types of interaction can be categorised as enquiry, exposition, joint problem
solving and conflict resolution. A specialised skill is chairing.

1.4 Listening skills include tone of voice, giving attention, eye contact, physical responses and
being silent.

I.5 The main types of question are closed, open ended, indirect and the probe. Inappropriate
questions are leading, multiple and taboo.

1.6 Methods of feedback include reflection, summary and re-run, paraphrasing, showing
interest, affirmation and using appropriate noises.

1 What are the advantages of face-to-face conversation compared with a combination of
e-mail, fax, text messages and telephone calls?

2 If a central part of HRM is getting things done by other people, what is the difference
between telling them what to do and asking them to do things? In what sort of situations
would each approach be appropriate?

Argyle, M. (1994) The Psychology of Interpersonal Behaviour. Harmondsworth, Middlesex:
Penguin Books

This is a classic that was first published in 1967 and remains the ideal introduction to under-
standing the dynamics of interpersonal skills.

Collett, P. (2003) The Book of Tells. London: Doubleday

This book provides a comprehensive explanation of non-verbal behaviours that reveal a per-
son’s true feelings. The author is a social psychologist who combines research at the Oxford
University Department of Experimental Psychology with acting as resident psychologist for
the television programme Big Brother.

Glass, L. (1992) He Says, She Says. London: Piatkus

This shows the differences in communication behaviour between men and women, which lead
to such extensive misunderstanding of motives. The author explains differences in body lan-
guage, voice tone, speech patterns and even choice of words.

www.cipd.co.uk takes you to the Chartered Institute of Personnel and Development, which
is the professional body for HR people. The site has a wealth of information, not only on
qualification courses, but on all aspects of human resource management.

www.shrm.org is a similar site for the Society of Human Resource Management in the United
States.

www.peoplemanagement.co.uk is the website for the monthly journal, published by CIPD.

The book’s companion website contains more practical advice on interaction techniques.
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Bolton, R. (1987) People Skills. Brookvale, New South Wales: Simon & Schuster.
Caro, M. (1994) The Body Language of Poker. Secaucus, New Jersey: Carol Publishing
Group.

The early chapters of this book indicated that many controversial incidents in human
life have what might be called an HR dimension. If someone fails in a job, was the
right person chosen in the first place? Was the ‘right’ person unfairly rejected? If a
train crashes with serious loss of life, was the driver properly trained and supervised?
Are employees effectively disciplined when they make mistakes, or does the manager
concerned avoid the issue for fear of jeopardising a working relationship? And so
they go on, issues of fitting people to jobs and jobs to people, issues of training,
appraisal, motivation, payment and many more. All go to the core of human resource
management, yet the role of the human resource manager is not directly to manage
these situations, but to ensure they are managed and to enable other people to man-
age them well.

The challenge for HRM people is thus, somehow or other, to get the job done by
other people, not all of whom will welcome assistance and guidance because they are
quite sure of their own ability to deal with the matters. Furthermore, they may well
outrank the HR people and disparage HR expertise, although the latter problem
seems to be getting less common.

The human resource manager needs to understand the range and potential of
human resource management, its traditions, its problems and its expertise, so as to
adopt a perspective on any situation (as in the case study that follows) that is real-
istic and fit for the purpose.

Advice from HR will always be strengthened when based on sound analysis, so
expertise in planning methods and the ability to use this quickly and appropriately is
a necessary part of the HR manager’s toolkit.

Because human resource management deals with such a variety of situations and
people, a skill that is even more important is that of being effective in face-to-face
interaction. This is where advice works or is disregarded, where the ‘right’ person is
spotted and selected or lost to a competitor, where the disgruntled employee is
brought back on board or the union agreement is sealed, and so on. Because human
resource management is one of the great tasks of getting things done through other
people, it is appropriate to conclude this short review with a quotation from an
obscure English poet of the eighteenth century, James Thomson. In a eulogy to the
recently deceased Lord Talbot, he wrote:

How the heart listened while he pleading spoke!
While on the enlightened mind, with winning art,
His gentle reason so persuasive stole

That the charmed hearer thought it was his own.

Clearly a man deserving immediate Chartered Personnel Practitioner status!
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You have just been appointed to replace the personnel manager in an organisation
where members of the Board felt that HR practice had become over-preoccupied with
fashionable ideas and was not meeting the needs of the business and the people who
worked there. They have asked you to:

1 Review the ways in which human resource management is being conducted across
the entire business, within the line as well as by the HR specialists.

2 |dentify aspects of best practice that are currently being employed by leading-edge
HR practitioners in other organisations and which would be relevant to your situation.

3 Draft proposals for a programme of strategic initiatives to enhance human resource
management throughout the business.

On investigation you find:

1 A scheme of employee involvement in management decision making has foundered
because of resistance from two unions with members in the organisation, whose
representatives were excluded from discussions about the proposals; and by
reservations held by a number of senior managers, who felt that the scheme had
not been properly thought through and that it was too radical a development.

2 The concept of performance management has been introduced at the same time
as moves to empower line managers. Many line managers feel that empowerment
means no more than taking the blame for things that go wrong, and many of their
subordinates feel that they are now cut off from the centralised, expert services of
the HR function.

3 A case for the Investors in People award was turned down because what actually
happened in practice did not match what the policy statement claimed.

4 Members of the HR function say that they have lost credibility and job satisfaction by a
series of grandiose schemes that were not fully developed and which could not be fully
implemented in a short time.

Required

Produce outline proposals for the Board to consider, setting out what you would do in the
first six months and in the following 12 months to deal with this situation and what you
expect to achieve in that time.

Locate the organisation in a real context, either in a company or other organisation
with which you are familiar or in a particular industry that interests you.



Summarise the stages in development of personnel management and human resource
management.

Examine some likely future trends in human resource management. Which
developments do you expect to be prevalent, and why?

Explain the problems of integrating HR strategy with corporate strategy. How can
these problems be addressed?

‘The employment relationship is not just an economic transaction; it also has social
and moral connotations.’” Discuss the arguments for and against this view and the
implications for HRM practice.

Analyse the links between business strategy and HRM, using examples to support
your answer.

‘HRM is a second-order function with the task of managing the administrative side of
the employment relationship. It should not aspire to more than that.” Do you agree or
disagree?

In May 1993 Fortune magazine set out ‘six trends that will re-shape the workplace’:
e The average organisation will become smaller, employing fewer people.

e The traditional hierarchical organisation will give way to a variety of forms, foremost
being the network of specialists.

e Technicians will replace manufacturing operatives as the worker elite.
e The vertical division of labour will be replaced by a horizontal division.

e The paradigm of doing business will shift from making a product to providing a
service.

e Work will be redefined towards constant learning, more higher-order thinking,
less nine to five.

How far do you see these trends exemplified in (a) the economy generally and
(b) your own organisation?

In what ways have the methods and objectives of human resource planning
changed as the workforce has become more diverse?
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The first major activity of the human resource specialist is to find and bring

in the people that the business needs for its success. The people may not be
employees; they may be consultants or subcontractors. They may be temporary,
full time, part time or occasional, and the working relationship between the
business and its people is the contract, which sums up the features of that
relationship so that both parties know where they stand. Nearly always there is a
face-to-face meeting between the parties to agree terms before the relationship
begins. The process of ‘coming to terms’ is one of mutual assessment. Many
prospective employees reject a prospective employer by deciding not to apply
for a post, or by discontinuing their application. Employers usually choose
between many, and often feel there are too few applicants. Once recruited,
people have to be retained within the business by a series of strategies that
sustain their interest and motivation as well as keeping the focus of their
activities within a changing organisational and business context. Contracts end
as well as begin, and we have to be sure that the arrangements to end the
contract are as sound as those for it to start.

The whole resourcing process is symbolised by the mutual assessment of the
selection interview: ‘Is this person right for us?’ and ‘Is this job and situation right
for me?’ The answers to both those questions have major implications for both
parties. The uncertainty about whether or not the right answers are found at the
interview is why we have to examine resourcing so closely.
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CHAPTER 4

STRATEGIC ASPECTS OF
RESOURCING

1 REVIEW KEY CONTEMPORARY LABOUR MARKET TRENDS

2  DESCRIBE DIFFERENT WAYS IN WHICH LABOUR MARKETS CAN BE USEFULLY ANALYSED

3 EXPLAIN DIFFERENT TYPES OF FLEXIBLE WORKING

4  DEBATE THE MERITS OF MOVING TOWARDS A HIGHER DEGREE OF ORGANISATIONAL FLEXIBILITY

5  ASSESS DIFFERENT STRATEGIES TO USE IN ORDER TO MOBILISE A WORKFORCE
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‘Angela’s leaving — quick, we must make sure to get the ad in this month’s journal.’
‘It's hopeless — they all leave just as soon as we've trained them. What's the point?’
‘It's not my fault — we just can’t get the staff. No wonder quality is so poor.’

‘That’s it. The results are so bad we’ll have to let some of them go. Tony, draw up a
shortlist of possibles and we’ll try and get it sorted this week.’

All too often employee resourcing is a reactive activity, without any link to organ-
isational strategy and without internal coherence. To bridge this gap we suggest a
range of aspects which together can form the framework for a resourcing strategy to
facilitate the future direction of the business. Each of these aspects offers choices for
managers.

RESPONDING TO LABOUR MARKET TRENDS

The starting point for all strategic activity in HRM is to understand the environment
in which an organisation operates. It is only possible to formulate the most appro-
priate policies and practices once its key features have been identified and their
importance grasped. In the field of employee resourcing the environment with which
we are concerned is the labour market, the pool of available talent in which em-
ployers compete to recruit and subsequently retain staff. Later we look at different
types of labour market and their implications for employers. Here we focus on three
major trends in the UK labour market as a whole and look at how they are affecting
decision making in organisations.

Demographic developments

In 2003 the UK’s population numbered 59.25 million, of whom just under half
(27.9 million) were in work. Both figures are projected to rise marginally during the
coming decade. The overall population is increasing, despite falling birth rates,
because of lengthening life expectancy. The number of people who are economically
active is increasing largely because of women spending a greater proportion of their
lives in paid work than has been the case historically. Over the longer term, however,
the proportion of the population that is of working age will shrink in comparison
with the total population as more and more people live longer after reaching retire-
ment age. This process has already begun in countries such as Japan and Germany
with significant implications for the provision of care and pensions for the growing
number of elderly people. In the UK there are currently 21 people over the age of 65
for every 100 people of working age. After 2010 this number will start to rise sig-
nificantly. By 2030 more than a quarter of the population will be over 65. The com-
ing years will therefore see a substantial change in the age profile of the workforce,
as the population as a whole gets older and a greater proportion of young people
remain in full-time education for longer.

There are two major implications for employers. First, because their numbers will
fall, it will be progressively harder to recruit and retain the more talented younger
workers. Organisations that have sought to resource their organisations by recruit-
ing and training new graduates or school leavers will either have to work a good deal
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harder at competing for them or have to bring in older people in their place.
Second, there are implications for the capacity of the state to provide a reasonable
level of pension for so many retired people. Increasingly, therefore, people are likely
to look at the nature of occupational pension being provided by employers when
deciding on their career options. Organisations offering good, well-communicated
pension benefits will be better placed than others to attract and retain the employees
they need.

WINDOW ON PRACTICE

Diversity

According to the most recent government figures 84 per cent of men and 73 per cent
of women are either in work or actively seeking work in the UK (Hibbett and Meager
2003). Increased female participation in the workforce has been one of the most sig-
nificant social trends over recent decades. In 1980 the employment rate for women
of working age was 59 per cent, since when the figure has risen steadily, while that
for men has declined somewhat. This has happened as more women with young chil-
dren have opted to work while more men have taken early retirement. As a result
there has been some decline in the number of workplaces where women are heavily
outnumbered by men and an increase in the number where men are outnumbered by
women. Although the vast majority of management posts are still held by men,
we have also seen a substantial increase in the number of women occupying such
positions — another trend that is going to continue in the years ahead. Despite these
developments there remain many areas of work which are dominated by either men
or women and a continued substantial gender gap in overall pay levels (women’s
average salary is 82 per cent of that for men). A trend which has been identified in
many surveys is the growth in the number of part-time workers in the UK. They now
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account for over a quarter of the total workforce and over 80 per cent of them are
women. Representation of ethnic minorities has also increased over recent years. In
the early 1980s around 4.5 per cent of employees came from ethnic minorities.
Twenty years on the figure is 6.5 per cent. Whereas in 1980 two-thirds of workplaces
employed no one from an ethnic minority, over half now do (Millward et al. 2000,
p- 43). Increases in representation have occurred across the industrial sectors.

Taken together, these various trends mean that the workforce is steadily becom-
ing more diverse in its make-up. While there remains a strong degree of segregation
in terms of the types of work performed, the trend is towards heterogeneity at all
organisational levels. There are a number of important implications for human
resource managers:

e In order to attract and retain the best employees it is necessary to take account
of the needs of dual-career families. The law now requires employers to offer a
measure of support with recent measures on parental leave, the right to time off
for family emergencies, and the right to request flexible working, but there is a
great deal more that can be done. Career-break entitlements, créches and job-share
schemes are the most common initiatives. (See Chapter 32 for more on work-life
balance issues.)

e There is a heightened need for awareness of the possibility of discrimination
against any group which is underrepresented in the workplace. The perception of
inequity, however justifiable in practice, is all that is needed for staff turnover rates
to increase and for an employer to gain a poor reputation in its labour markets.

e Employers are required to pay more serious attention to the issue of sexual and
racial harassment in a workplace characterised by diversity than in one which
is less heterogeneous. It is advisable to have written policies covering such
matters and to ensure that line managers are fully aware of the developing law on
harassment.

Skills and qualifications

The third major development in the labour market is the changing occupational
structure, leading to a greater demand for skilled staff. In recent decades the chief job
growth areas have been in the managerial and professional occupations, and in ser-
vice industries such as retailing, security and catering. By contrast there has been an
ongoing decline in demand for people to work in the manufacturing and agricultural
sectors (Office for National Statistics 2003). While technical skills are not required
for all the new jobs, social skills are necessary, as is the ability to work effectively
without close supervision.

The past two decades have also seen a strong increase in demand for graduates.
Over 400,000 now graduate from universities in the UK every year, including
260,000 with first degrees. Unemployment among this group is considerably lower
than for the rest of the population whatever the economic conditions, indicating a
capacity on the part of employers to absorb the growing numbers into their labour
forces. However, despite the increasing numbers of people gaining formal qualifica-
tions at all levels, there remain skills shortages. When the economy is performing
well these can be significant. The annual CIPD Labour Turnover Survey for 2003
reported that 70 per cent of employers had had problems filling vacancies (CIPD
2003), while surveys of graduate recruiters found that 53 per cent of public sector
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organisations and 44 per cent of private sector companies have problems filling their
vacancies (Graduate Market Trends 2003). There are still too few people with high-
level IT and scientific qualifications entering the labour market and far too many
people lacking basic numeracy and literacy skills. It is estimated that 20 per cent of
adults in the UK are innumerate and unable to read beyond the most basic level
(Department for Education and Employment 2000).

Policy initiatives are in place to improve skills levels at both ends of the scale, but
it will take a number of years before the effects are apparent in the labour market.
Until then employers have to devise strategies to deal with skills shortages in key
areas. One approach is simply to work harder at recruiting and retaining employees.
Another is to find ways of reducing reliance on the hard-to-recruit groups by
reorganising work and dividing tasks up differently so that people with particular
skills spend 100 per cent of their time undertaking the duties for which only they are
qualified. A third response is to look overseas for recruits interested in working in the
UK. Where skills shortages are particularly acute there is also the possibility of re-
locating one or more organisational functions abroad. Finally, of course, it is pos-
sible to recruit people without the required skills and to provide the necessary training
and development opportunities.

ANALYSING LABOUR MARKETS

While the general trends outlined above have significant implications for employers,
more important for individual organisations are developments in the particular
labour markets which have relevance to them. An understanding of what is going on
in these can then form the basis of decision making across the employee resourcing
field. There are several different ways in which labour markets vary.

Geographical differences

For most jobs in most organisations the relevant labour market is local. Pay rates and
career opportunities are not so great as to attract people from outside the district in
which the job is based. The market consists of people living in the ‘travel to work
area’, meaning those who are able to commute within a reasonable period of time.
In determining rates of pay and designing recruitment campaigns there is a need to
compare activities with those of competitors in the local labour market and to
respond accordingly. Skills shortages may be relieved by increases in the local popu-
lation or as a result of rival firms contracting. New roads and improved public trans-
port can increase the population in the travel to work area, with implications for
recruitment budgets and the extent to which retention initiatives are necessary. For
other jobs, usually but not always those which are better paid, the relevant labour
market is national or even international. Here different approaches to recruitment
are necessary and there is a need to keep a close eye on what a far larger number of
rival employers are doing to compete for staff.

Tight v. loose

A tight labour market is one in which it is hard to recruit and retain staff. Where the
labour market is loose, there are few problems finding people of the required calibre.
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Labour market conditions of this type clearly vary over time. The higher the rate of
unemployment in an area, the looser the labour market will be. However, some
labour markets always remain tight whatever the economic conditions simply
because there are insufficient numbers of people willing or able to apply for the jobs
concerned. In recent years, even at the depths of the recessions of the 1980s and
1990s, it has been difficult to find good IT staff and effective sales people.

A number of researchers have looked at the responses of employers faced with
either loose or tight labour markets. Windolf (1986) identified four types of
approach used in the UK and Germany which varied depending not only on the
tightness of the market, but also on the capacity of the organisation to respond intel-
ligently to the situation. He found that many organisations with high market power
(that is, faced with a relatively loose labour market) made little effort at all in the
employee resourcing field. They simply took the opportunity to spend as little as
possible on recruitment and selection and waited for people to come to them. When
there was a vacancy it tended to be filled by a similar person to the one who had left,
thus maintaining the status quo. According to Windolf, the more intelligent organ-
isations took the opportunity afforded by favourable labour market conditions to
seek out people with the capacity to innovate and who would develop their roles
proactively. All available recruitment channels were used, leading to the develop-
ment of a richly diverse and creative workforce. A similar dichotomy was identified
in the case of tight labour markets. Here many organisations simply ‘muddled
through’, finding people where they could, giving them training and hoping that they
would stay long enough to give a decent return on the investment. By contrast, the
more intelligent organisations were looking at restructuring their operations, intro-
ducing flexible working patterns and devising ways of reducing their reliance on
people who were difficult to recruit.

Occupational structure

Labour markets also differ according to established behavioural norms among dif-
ferent occupational groups. The attitudes of people to their organisations and to
their work vary considerably from profession to profession, with important implica-
tions for their employers. A useful model developed by Mahoney (1989) illustrates
these differences. He identifies three distinct types of occupational structure: craft,
organisation career and unstructured. In craft-oriented labour markets, people are
more committed over the long term to their profession or occupation than they are
to the organisation for which they work. In order to develop a career they perceive
that it is necessary for them to move from employer to employer, building up a port-
folio of experience on which to draw. Remaining in one organisation for too long
is believed to damage or at least to slow down career prospects. Examples include
teaching, where there is often a stronger loyalty to the profession as a whole than
towards the employing institution. By contrast, an organisation-career occupation
is one in which progress is primarily made by climbing a promotion ladder within
an organisation. People still move from employer to employer, but less frequently,
and will tend to stay in one organisation for as long as their careers are advancing.
Mahoney’s third category, the unstructured market, consists of lower-skilled jobs for
which little training is necessary. Opportunities for professional advancement are
few, leading to a situation where people move in and out of jobs for reasons which
are not primarily career related.
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To an extent employers can seek to influence the culture prevailing among mem-
bers of each type of occupational group. There is much to be gained in terms of
employee retention, for example, by developing career structures which encourage
craft-oriented workers to remain for longer than they otherwise would. However, a
single employer can have limited influence of this kind. It is therefore necessary to
acknowledge the constraints associated with each labour market and to manage
within them. Different areas of HR activity have to be prioritised in each case. It is
necessary to work harder at retaining people in craft-oriented labour markets than
in those which are organisation oriented, because people will be more inclined to
stay with one employer in the latter than in the former. Recruitment and selection
will be different too. Where career advancement is generally achieved within organ-
isations, as in banking or the civil service, there is a good case for giving a great deal
of attention to graduate recruitment. It is worth spending large sums to ensure that
a good cohort is employed and subsequently developed because there is likely to be
a long period in which to recoup the investment. The case is a good deal weaker in
craft-oriented labour markets where there is less likelihood of a long association with
individual employees.

Generational differences

Employee resourcing practices should also be adapted to take account of variations
in the age profile of those whom the organisation is seeking to employ. While it is
clearly wrong to assert that everyone of a certain age shares the same attitudes and
characteristics, broad differences between the generations can be identified. Sparrow
and Cooper (2003), in their review of recent research in this area, argue that there
are good reasons for believing that the workforce of the future (i.e. made up of young
people currently in full-time education) will have decidedly different ‘work values’
from those of the current workforce. This is because the shared experiences which
shape the attitudes and expectations of each generation are different. Evidence sug-
gests that future employees will be less trusting of organisations, more inclined to
switch jobs, and more prepared to relocate, and indeed emigrate, than is the case
today.

Research on generational differences from a management perspective remains
underdeveloped, but a number of writers have put forward interesting ideas. Zemke
et al. (2000), for example, identify four groups defined by their dates of birth. They
go on to argue that each must be treated rather differently if they are to be success-
fully managed. The four categories are Veterans (born before and during the Second
World War), Baby Boomers (late 1940s and 1950s), Generation X (1960s and
1970s) and a group labelled ‘Nexters’ (born after 1980). Some of the points made
about each are as follows:

e Veterans are attracted to workplaces which offer stability and which value
experience.

e Boomers place a high value on effective employee participation.
e Xers enjoy ambiguity and are at ease with insecurity.

e Nexters are wholly intolerant of all unfair discrimination.

e Boomers do not object to working long hours.

e Xers require a proper ‘work-life balance’.
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e Veterans are loyal to their employers and are less likely to look elsewhere for
employment opportunities than younger colleagues.

e Xers are strongly resistant to tight control systems and set procedures.
o Nexters, being serious minded and principled, prefer to work for ethical employers.

e Xers and Nexters work more easily with new technology than veterans and
boomers.

Where a workforce is dominated by a particular age group, it makes sense to man-
age the workers in a way with which they feel comfortable. Organisational perform-
ance as well as turnover rates improve as a result. Similarly, where a recruitment
drive is aimed at a particular age group, it is important to give out appropriate mess-
ages about what the organisation is able to offer.

ACTIVITY 4.1

FLEXIBLE RESOURCING CHOICES

Understanding the dynamics of the organisational environment is only one part of
taking a strategic approach to employee resourcing. Having gained an understand-
ing one must decide how the organisation can best interact with its environment to
maximise its performance. One set of key choices concerns the extent to which
the organisation can aspire to flexibility and in what ways this can be achieved.
Three types of flexibility are often identified in the literature: numerical flexibility,
temporal flexibility and functional flexibility. A fourth type, financial flexibility, is
discussed in Chapter 28.

Numerical flexibility

Numerical flexibility allows the organisation to respond quickly to the environment
in terms of the numbers of people employed. This is achieved by using alternatives
to traditional full-time, permanent employees. The use, for example, of short-term con-
tract staff, staff with rolling contracts, staff on short-term, government-supported
training schemes, outworkers, and so on, enable the organisation to reduce or
expand the workforce quickly and cheaply.

Atkinson is one of a number of commentators who has described the way in
which firms may develop flexibility in their approach to employment, as shown in
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THE FLEXIBLE FIRM

Self-employment

First peripheral group

Secondary labour market
Numerical flexibility

Core group
Primary labour market
Functional flexibility

Agency
temporaries
Bunoenuod
-ansg

Delayed
recruitment

Increased
outsourcing

Figure 4.1 Atkinson’s model of the flexible firm (Source: J. Atkinson (1984) ‘Manpower strategies for
flexible organisations’, Personnel Management, August. Used with the permission of the author.)

Figure 4.1. The flexible firm in this analysis has a variety of ways of meeting the need
for human resources. First are core employees, who form the primary labour market.
They are highly regarded by the employer, well paid and involved in those activities
that are unique to the firm or give it a distinctive character. These employees have
improved career prospects and offer the type of flexibility to the employer that is so
prized in the skilled craftworker who does not adhere rigidly to customary protect-
ive working practices.

There are then two peripheral groups: first, those who have skills that are needed
but not specific to the particular firm, like typing and word processing. The strategy
for these posts is to rely on the external labour market to a much greater extent, to
specify a narrow range of tasks without career prospects, so that the employee has a
job but not a career. Some employees may be able to transfer to core posts, but gen-
erally limited scope is likely to maintain a fairly high turnover, so that adjustments
to the vagaries of the product market are eased.

The second peripheral group is made up of those enjoying even less security, as
they have contracts of employment that are limited, either to a short-term or to a
part-time attachment. There may also be a few job sharers and many participants
on government training schemes find themselves in this category. An alternative or
additional means towards this flexibility is to contract out the work that has to be
done, either by employing temporary personnel from agencies or by subcontracting
the entire operation.
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A slightly different version of the peripheral workforce is the way in which the
organisation boundary may be adjusted by redefining what is to be done in-house
and what is to be contracted out to various suppliers.

Temporal flexibility

Temporal flexibility concerns varying the pattern of hours worked in order to re-
spond to business demands and employee needs. Moves away from the 9-5, 38-hour
week include the use of annual hours contracts, increased use of part-time work, job
sharing and flexible working hours. For example, an organisation subject to peaks
and troughs of demand (such as an ice cream manufacturer) could use annual hours
contracts so that more employee hours are available at peak periods and less are used
when business is slow. Flexitime systems can benefit the employer by providing em-
ployee cover outside the 9-5 day and over lunchtimes, and can also provide employee
benefits by allowing personal demands to be fitted more easily around work demands.

The research evidence suggests increased usage of all forms of temporal flexib-
ility in recent years. Longer opening hours in retailing and the growth of the leisure
sector means that many more people now work in the evening (17 per cent) and at
night (6 per cent) than used to be the case. The proportion of jobs that are part
time also continues to rise, albeit at a slower rate than in the 1970s and 1980s, while
the length of the working week for full-time workers has increased by three hours
on average during the past decade. There has also been some growth in the use of
annual hours (IRS 2002), but these arrangements have not become as widespread as
was predicted in the early 1990s. The vast majority of employers have not chosen to
adopt this approach.

Functional flexibility

The term ‘functional flexibility’ refers to a process in which employees gain the capa-
city to undertake a variety of tasks rather than specialising in just one area. Advocates
of such approaches have been influenced by studies of Japanese employment prac-
tices as well as by criticisms of monotonous assembly-line work. Horizontal flex-
ibility involves each individual employee becoming multiskilled so that they can be
deployed as and where required at any time. It is often associated with shop-floor
manufacturing work, but can be applied equally in other workplace settings. Vertical
flexibility entails gaining the capacity to undertake work previously carried out by
colleagues higher up or lower down the organisational hierarchy.

The primary purpose of functional flexibility initiatives is to deploy human
resources more efficiently. It should mean that employees are kept busy throughout
their working day and that absence is more easily covered than in a workplace with
rigidly defined demarcation between jobs. Another source of efficiency gains arises
because employees are more stretched, fulfilled and thus productive than is the case
in a workplace with narrowly defined jobs. Despite its potential advantages research
suggests that employers in the UK have been less successful than competitors else-
where in Europe at developing functional flexibility. According to Blyton (1998,
p. 748), this is primarily because of a reluctance to invest in the training necessary to
support these new forms of working. By contrast, Reilly (2001, p. 132) points to
employee resistance and the increased likelihood of errors occurring when functional
flexibility programmes are introduced.
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Debates about flexibility

The growth in flexible working arrangements combined with their promotion by
governments since the 1990s has led to the development of robust debates about
their desirability and usage in practice. As much controversy has centred on the
Atkinson model of the flexible firm as on the rather different elements that go to
make it up. There has been a continuing debate, for example, about whether the
model of core and periphery is a description of trends or a prescription for the future.
Two streams of research have flowed from these interpretations. The first concerns
the extent to which the model has been adopted in practice, the second focuses
on the advantages and disadvantages of the model as a blueprint for the future
organisation of work.

Evidence on the first of these questions is patchy. There is no question that rhet-
oric about flexibility and the language of flexibility is increasingly used. The flex-
ible firm model appears to be something that managers aspire to adopt, but the
extent to which they have actually adopted it is questionable. In many organisations
the drive for economies of scale means that far from becoming more flexible, organ-
isations are just as likely to introduce bureaucratic systems and standardised prac-
tices in response to competitive pressures. And yet we also have seen for a long
period now increased use of part-time workers, consultants, subcontractors, agency
workers and of moves towards multiskilling. Karen Legge’s (1995) conclusion that
flexibility is used in a pragmatic and opportunistic way rather than as a strategic
HRM initiative thus seems to hold true today.

On the question of the desirability of flexibility a number of views have been
expressed. The theoretical advantages for organisations arise from productivity
gains. In different ways each type of flexibility aims to deploy employee time and
effort more efficiently so that staff are only at work when they need to be and are
wholly focused on achieving organisational objectives throughout that time. How-
ever, the extent to which this is achieved in practice is not clear. Many writers equate
the term ‘flexibility’ with ‘insecurity’ and argue that the consequences for organ-
isations in terms of staff commitment and willingness to work beyond contract are
damaging. Staff turnover is likely to increase in response to the introduction of flex-
ible working practices, while recruitment of talented people will be harder too.
In short it is plausibly argued that the flexible firm model, at least as far as the
‘peripheral’ workforce is concerned, is incompatible with best practice approaches
to HRM which seek to increase employees’ commitment. Sisson and Storey
(2000, p. 83) make the further observation that too much ‘hollowing out’ can impair
organisational learning and lead to the loss of expertise, a loss from which it is
difficult to recover. These unintended consequences, it is argued, can worsen rather
than improve an organisation’s competitive position. Others (see Heery and Salmon
2000 and Burchell er al. 2002) see too much flexibility as having damaging longer-
term economic consequences. For example, it can lead to a reduced willingness
on the part of employers to invest in training, the absence of which creates skills
shortages that hold back economic development. It can also lead to a situation
in which managers exploit the vulnerability of peripheral workers by intensifying
their work to an unacceptable degree. Finally, it can be argued that in dividing
people into ‘core’ and ‘peripheral’ groups, flexible firms perpetuate inequality in
society more generally and that this leads to poverty, crime, family breakdown and
political alienation.
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WINDOW ON PRACTICE

ACTIVITY 4.2

READY MADE OR HOME GROWN?

Organisations have a choice whether to depend extensively on the talent available in
the external labour market or to invest heavily in training and development and
career systems to exploit the potential in the internal labour market. Some organisa-
tions thrive despite having high levels of staff turnover, while others thrive on the
development of employees who remain with the organisation in the long term. The
empbhasis on either approach, or a balance between the two, can be chosen to sup-
port organisational strategy.
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External
FORTRESS BASEBALL TEAM

Human resource orientation: Human resource orientation:

retrenchment recruitment

Strategic model: Strategic model:

reactor prospector
Typical competitive strategy: Typical competitive strategy:
cost focus (based on human skills)

Supply
flow

CLUB ACADEMY
Human resource orientation: Human resource orientation:

retention development

Strategic model: Strategic model:
defender analyser
Typical competitive strategy: Typical competitive strategy:
focus (non-competitive) differentiation
Internal
Group Individual
contribution . contribution
Assignment
flow

A typology of career systems (Source: J.A. Sonnenfield et al. (1992) ‘Strategic determinants
of managerial labour markets’, Human Resource Management, Vol. 27, No. 4. Copyright © 1992 John Wiley and
Sons, Inc. Reproduced with permission of John Wiley and Sons, Inc.)

Sonnenfield ez al. (1992) propose a model which relates entry and exit of staff with
promotion and development of staff in the organisation. One axis of the model is
supply flow. They argue that, strategically, organisations that focus on internal sup-
ply tend to see people as assets with a long-term development value rather than costs
in terms of annual expenditure. The other axis is labelled the assignment flow, which
describes the basis on which individuals are assigned new tasks in the organisation.
The criteria for allocation may be in terms of individual contribution to organisa-
tional performance, or on group contribution — which Sonnenfield et al. identify as
factors such as loyalty, length of service and support of others. They argue that,
strategically, organisations that emphasise individual contribution expect indivi-
duals to provide value on a continuous basis, whereas those that emphasise group
contribution see employees as having intrinsic value.

The model proposed describes the combination of these two aspects of resourcing
and results in four typical ‘career systems’ as shown in Figure 4.2. In each box along-
side the career system label (academy, club, baseball team and fortress) Sonnenfield
et al. identify the strategic organisation model and the competitive strategy which are
most likely to drive each career system. They also identify the likely orientation of
the human resource function. In this chapter we are concerned with the character-
istics of the career systems, which are discussed below.

Academies

In academies there is a heavy emphasis on individual contribution, in terms of
reward and promotion. They are characterised by stability and low turnover of staff,
with many employees remaining until retirement. There is an emphasis on develop-
ment and often competitions for promotion and barriers to leaving the organisation.

95



Part Il Resourcing

96

Examples of typical industries where academies operate are pharmaceuticals and
automobiles.

Clubs

Again there is a heavy emphasis on the internal labour market, but promotion in
clubs is more likely to be based on loyalty, length of service, seniority and equality
rather than individual contribution. There is an emphasis on staff retention. Sectors
where this type of system is likely to operate include public bodies, although the
introduction of competitive forces will mean that a different career system may be
appropriate.

Baseball teams

Organisations characterised as baseball teams use external labour sources at all
levels to seek the highest contributors. There is an emphasis on recruitment to main-
tain staffing levels. Employees will tend to identify with their profession rather than
the organisation, and examples given are advertising, accountancy and legal firms.

Fortresses

Fortress organisations are concerned with survival and cannot afford to be con-
cerned with individuals, in terms of either reward or promotion. They are more
likely to depend on external recruitment, often for generalists who meet the needs of
a retrenchment or turnaround situation. Examples given are publishing, retailing
and the hotel sector.

ACTIVITY 4.3

SUMMARY PROPOSITIONS

4.1
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GENERAL DISCUSSION TOPICS

1 In times of high unemployment, many employers still continue to experience skills short-
ages. What steps can employers take to alleviate this situation? What steps might the
government take?

2 Discuss the claim that flexible resourcing strategies should be welcomed by the individual
as they provide new areas of opportunity rather than a threat.

FURTHER READING

Brown, P., Green, A. and Lauder, H. (2001) High Skills: globalization, competitiveness and
skill formation. Oxford: Oxford University Press

The authors draw on the results of a large international study to compare and contrast the dif-
ferent approaches being used around the globe to promote skills acquisition and to create a
high-skill labour force. Their analysis focuses in particular on the impact of economic global-
isation on skills development.

IRS (2002) ‘Internal applicants — handle with care’, IRS Employment Review, 25 March
This article focuses on the practical implications that arise when organisations opt to recruit
and promote staff internally rather than sourcing new people from the external labour mar-
ket. The article draws on a recent study by researchers at the Institute of Employment Studies
to set out best practice guidelines.

Pollert, A. (1988) ‘The flexible firm: fixation or fact?” Work, Employment and Society, Vol. 2,
No. 3, pp. 281-316

Although published some years ago, this article is the best and most coherent critique of
Atkinson’s model of the flexible firm and the management trends it has influenced for two
decades.
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CHAPTER 5

CONTRACTS, CONTRACTORS
AND CONSULTANTS

1 REVIEW THE MAJOR DUTIES AND RIGHTS WHICH DERIVE FROM THE CONTRACT OF EMPLOYMENT

2 DESCRIBE THE RANGE OF HOURS AND SHIFT PATTERNS SPECIFIED IN CONTRACTS

3 EVALUATE THE ADVANTAGES AND DISADVANTAGES ASSOCIATED WITH DIFFERENT APPROACHES TO TEMPORAL
FLEXIBILITY

4 EXAMINE THE REASONS FOR GROWTH IN ATYPICAL CONTRACTUAL ARRANGEMENTS AND OF REGULATION IN
THIS AREA

5 DEBATE THE ADVANTAGES AND DISADVANTAGES OF EMPLOYING CONSULTANTS

6 ASSESS THE RECENT TREND TOWARDS MORE OUTSOURCING OF ACTIVITIES TRADITIONALLY CARRIED OUT
IN-HOUSE
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Although a great deal is written about ‘psychological contracts’ and ‘contracts for
performance’, the association between employer and employee remains at base a
legal relationship governed by ‘a contract of employment’. Whatever expectations
employers and employees have of one another when the employment begins, the
basic terms and conditions will be agreed and understood at the start and may, if
necessary, be enforced in a court. In law the existence of such a contract confers
on both parties important obligations as well as giving the employee access to
significant legal rights which are not available to people who work under different
contractual arrangements.

Employment contracts are very varied, and in recent years all industrialised coun-
tries have seen a trend away from what are usually described as being ‘traditional’
arrangements in which employees are employed on an open-ended basis for 38 hours
or so over a 5-day standard ‘working week’ towards a variety of different altern-
ative types of contract. In some industrial sectors we have seen a move away from
employment altogether as people have chosen, or been required, to switch to self-
employment. These developments have given employers more options in terms of
how they resource their organisations and there is evidence that some are making use
of the outermost ring of Atkinson’s flexible firm model (see Chapter 4) to a greater
extent than they were previously. The more consultants, specialist employment agen-
cies and outsourcing specialists that exist and the more effective the services they
provide, the more they are considered to provide a viable alternative to the more tra-
ditional forms of employment.

CONTRACTS OF EMPLOYMENT

As far as the law is concerned around 80 per cent of people who work in the UK are
employees. This means that they have a contract of employment with their employer,
with the duties and privileges that that implies. The employer may be an individual,
as with most small businesses, or the contract may be with a large corporation.
Throughout this book we use terms like ‘organisation’ and ‘business’ more or less
interchangeably and ‘employer’ is the legal term to describe the dominant partner in
the employment relationship. This derives from the old notion of a master and ser-
vant relationship and indicates that the employee (or servant) has obligations to the
employer or master and vice versa. In contrast, those who are self-employed or sub-
contractors have greater autonomy, but no one standing between them and legal
accountability for their actions.

The law makes an important distinction between the two groups, employees hav-
ing access to a wider range of legal rights than non-employees. While some areas of
employment law apply to all workers, others only apply to employees. Non-employees
are deemed to be working under ‘a contract for services’ rather than ‘a contract of
service’ as is the case for employees. In 2004 the main statutory rights that applied
to each were those shown in Table 5.1.

In addition to the statutory rights conferred by Acts of Parliament, a range of
common law duties are owed by employers to employees and vice versa which do
not apply in the case of other forms of relationship. The major obligations are as
follows:
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Employment rights which apply to Employment rights which apply only to
all workers: employees:
Equal pay for equal work ® Right to a statement of terms and
Non-discrimination on grounds of sex, race, conditions of employment
religious belief, sexual orientation and disability ® Right to an itemised pay statement
® Right not to have unauthorised deductions from ® Statutory Sick Pay
=Y ® Time off for public duties
® Basic health and safety rights ® Twenty-six weeks’ maternity leave
® Minimum wage ® Trade union rights
® Working time regulations ® Minimum notice periods
® Data protection rights ® Fixed-term workers regulations
¢ Time off to care for dependants ® Statutory Maternity Pay (after six
® Part-time workers regulations months’ service)

® Additional maternity leave (after one
year’s service)

® Unfair dismissal rights (after one year’'s
service)

® Parental leave (after one year’s service)

1 Owed by employers to employees:

a general duty of care

a duty to pay agreed wages

a duty to provide work

a duty not to treat employees in an arbitrary or vindictive manner
a duty to provide support to employees

a duty to provide safe systems of work

2 Owed by employees to employers:
e a duty to cooperate
e a duty to obey reasonable/lawful instructions
e a duty to exercise reasonable care and skill
e a duty to act in good faith

3 Owed by employers to employees and vice versa:
e to maintain a relationship of mutual trust and confidence

4 Owed by employees and ex-employees:
o duty of fidelity

A contract of employment, contrary to common perception, need not exist in
written form. It is much more satisfactory for both parties if there is documentary
evidence of what terms and conditions have been offered and accepted, but a con-
tract of employment exists whether agreed verbally on the telephone or sealed with
no more than a handshake. Where there is any doubt about whether someone is an
employee or not, the courts look at the evidence presented to them concerning the
reality of the existing relationship between the two parties. If they consider, on
balance, that it is governed by a ‘contract of service’ rather than a ‘contract for ser-
vices’, they will consider the worker to be an employee and entitled to the full range
of rights outlined above.
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WINDOW ON PRACTICE

An employment contract comes into existence when an unambiguous offer of
employment is made and is unconditionally accepted. Once agreed neither side can
alter the terms and conditions which govern their relationship without the agreement
of the other. An employer cannot therefore unilaterally cut employees’ pay, lengthen
their hours of work, reduce their holiday entitlement, change their place of work or
move them to another kind of work. To do so the employer either has to secure the
employees’ agreement (by offering some kind of sweetener payment) or has to ensure
that the right to make adjustments to terms and conditions is written into the con-
tract by means of flexibility clauses. Where an employer forces changes through
without securing the agreement of employees directly, or in many cases through
negotiation with union representatives, legal action may follow. An employee may
simply bring a claim for breach of contract and ask that the original contract be
honoured. In such circumstances compensation may or may not be appropriate.
Alternatively, where the employer’s breach is serious or where it is one of the implied
duties listed above that has not been honoured, employees are entitled to resign and
claim constructive dismissal in an Employment Tribunal, in which case their situ-
ation is treated as if they had actually been dismissed (see Chapter 9).

Table 5.2 provides a checklist for preparing a contract of employment.

WORKING PATTERNS

Aside from payment arrangements, for full-time workers the pattern of hours which
they are expected to work is the most important contractual issue. The total number
of hours worked by the average full-time worker in the UK fell substantially for much
of the past 150 years, but started to rise again in the 1990s (Harkness 1999). In 1850
the normal working week was established as 60 hours spread over six days of
10 hours each. The average number of hours weekly worked in 2003, including paid
and unpaid overtime, was 44 hours for men and 39 hours for women (Labour Market
Trends 2003a). Interestingly, in the last two or three years there is evidence that
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Checklist for preparing a contract of employment

1 Name of employer; 6 Arrangements for 10 Disciplinary rules and
name of employee. holidays and holiday procedure.

pay, including means 11

whereby both can be

calculated precisely.

2 Date on which
employment began.

Arrangements for
handling employee

3 Job title. grievances.
7 Terms and conditions q
4 Rate of pay, period and : X 12 (Where applicable)
BTN - —. relating to sickness, Cramehiens 6f
i ; ’ injury and sick pay. employment relating
5 No(:mall Tocl]Jrs ody;{ork 8 Terms and conditions of to trade union
GBI C Gl s el pension arrangements. membership.

such as meal-breaks.
9 Length of notice due to and
from employee.

people have started working rather fewer hours again, the number working in excess
of 45 hours a week falling by nearly 10 per cent (Office for National Statistics 2003).

A return to the downward trend in terms of hours worked may be a direct
response to new regulation in this area. The European Union’s Working Time
Directive was introduced into UK law in 1998 as a health and safety initiative (see
Chapter 22). Among other measures, it seeks to ensure that no one is required to
work more than an average of 48 hours a week against their will. In some countries
legislation limiting working hours is primarily seen as a tool for reducing unemploy-
ment. In France, for example, the ‘loi Aubry’ was introduced limiting people to an
average working week of only 35 hours (EIRR 1998).

Would you like to see legislation passed in the UK limiting to 35 the number of hours
in a week that each person can work?

What would be the main arguments for and against the introduction of such
legislation?

The past two decades have also seen some increase in the proportion of the work-
ing population engaged in shiftworking. This is nothing new in the manufacturing
sector where the presence of three eight-hour shifts has permitted plants to work
round the clock for many years. Recently, however, there has been a substantial rise
in the number of service-sector workers who are employed to work shifts. They,
unlike most factory-based staff, are not generally paid additional shift payments to
reward them for working unsocial hours. According to IDS (2000), the change has
come about because of moves towards ‘a 24-hour society’ which have followed on
from globalisation, the emergence of e-commerce and consumer demand. Each year
more and more people are reported to be watching TV and making phone calls in the
early hours of the morning, while late-night shopping has become the norm for a
third of adults in the UK. Banks, shops, airports and public houses are now round-
the-clock operations. The result is a steadily increasing demand for employees to
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work outside the standard hours of 9-5, Monday to Friday, a trend long established
in the USA where fewer than a third of people work the standard weekday/daytime
shift (IDS 2000, p. 1).

While some people remain attached to the ‘normal’ working week and would
avoid working ‘unsocial hours” wherever possible, others like the flexibility it gives
them, especially where they are rewarded with shift premia for doing so. Shift-
working particularly appeals to people with family responsibilities as it permits at
least one parent to be present at home throughout the day. Several types of distinct
shift pattern can be identified, each of which brings with it a slightly different set of
problems and opportunities.

Part-timer shifts require employees to come to work for a few hours each day. The
most common groups are catering and retail workers employed to help cover the
busiest periods of the day (such as a restaurant at lunchtime) and office cleaners
employed to work early in the morning or after hours in the evening. This form of
working is convenient for many and clearly meets a need for employers seeking
people to come in for short spells of work.

Permanent night shifts create a special category of employee set apart from every-
one else. They work full time, but often have little contact with other staff who leave
before they arrive and return after they have left. Apart from those working in 24-
hour operations, the major categories are security staff and maintenance specialists
employed to carry out work when machinery is idle or when roads are quiet. There
are particular problems from an HR perspective as they are out of touch with com-
pany activities and may be harder to motivate and keep committed as a result. Some
people enjoy night work and maintain this rhythm throughout their working lives,
but for most such work will be undertaken either reluctantly or for relatively short
periods. Night working is now heavily regulated under the Working Time Regula-
tions 1998.

Double day shifts involve half the workforce coming in from early in the morning
until early afternoon (an early shift), while the other half work from early afternoon
until 10.00 or 11.00 at night (a late shift). A handover period occurs between the two
shifts when everyone is present, enabling the organisation to operate smoothly for
16-18 hours a day. Such approaches are common in organisations such as hospitals
and hotels which are busy throughout the day and evening but which require relat-
ively few people to work overnight. Rotation between early and late shifts permits
employees to take a 24-hour break every other day.

Three-shift working is a well-established approach in manufacturing industry and
in service-sector organisations which operate around the clock. Common patterns
are 6-2,2-10 and 10-6 or 8—4, 4-12 and 12-8. A further distinction can be made
between discontinuous three-shift working, where the plant stops operating for
the weekend, and continuous three-shift working, where work never stops. Typically
the workforce rotates between the three shifts on a weekly basis, but in doing so
workers suffer the consequences of a ‘dead fortnight’ when normal evening social
activities are not possible. This is avoided by accelerating the rotation with a ‘con-
tinental’ shift pattern, whereby a team spends no more than three consecutive days
on the same shift.

Split shifts involve employees coming into work for two short periods twice in a
day. They thus work on a full-time basis, but are employed on part-timer shifts to
cover busy periods. They are most commonly used in the catering industry so that
chefs and waiting staff are present during meal times and not during the mornings



Chapter 5 Contracts, contractors and consultants

and afternoons when there is little for them to do. Drawbacks include the need to
commute back and forth from home to work twice and relatively short rest-periods
in between shifts in which staff can wind down. For these reasons split shifts are
unpopular and are best used in workplaces which provide live-in accommodation for
staff.

Compressed hours shifts are a method of reducing the working week by extending
the working day, so that people work the same number of hours but on fewer days.
An alternative method is to make the working day more concentrated by reducing
the length of the midday meal-break. The now commonplace four-night week on the
night shift in engineering was introduced in Coventry as a result of absenteeism on
the fifth night being so high that it was uneconomic to operate.

WINDOW ON PRACTICE

FLEXIBLE WORKING HOURS

Another way of dealing with longer operating hours and unpredictable workloads is
to abandon regular, fixed hours of working altogether. This allows an organisation
to move towards the ‘temporal flexibility’ we discussed in Chapter 4. The aim is to
ensure that employees are present only when they are needed and are not paid for
being there during slack periods. However, there are also advantages for employees.
Three types of arrangement are reasonably common in the UK: flexitime, annual
hours and zero-hours contracts.

Flexitime

A flexitime system allows employees to start and finish the working day at different
times. Most systems identify core hours when everyone has to be present (for example
10-12 and 2-4) but permit flexibility outside those times. Staff can then decide for
themselves when they start and finish each day and for how long they are absent at
lunchtime. Some systems require a set number of hours to be worked every day,
while others allow people to work varying lengths of time on different days provided
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they complete the quota appropriate for the week or month or whatever other
settlement period is agreed. This means that someone can take a half-day or full day
off from time to time when they have built up a sufficient bank of hours.

There are great advantages for employees working under flexitime. Aside from the
need formally to record time worked or to clock in, the system allows them con-
siderable control over their own hours of work. They can avoid peak travel times,
maximise the amount of time they spend with their families and take days off from
time to time without using up holiday entitlement. From an employer’s perspective
flexitime should reduce the amount of time wasted at work. In particular, it tends to
eliminate the frozen 20-minute periods at the beginning and end of the day when
nothing much happens. If the process of individual start-up and slowdown is spread
over a longer period, the organisation is operational for longer. Moreover, provided
choice is limited to a degree, the system encourages staff to work longer hours at
busy times in exchange for free time during slack periods.

Annual hours

Annual hours schemes involve an extension of the flexitime principle to cover a
whole year. They offer organisations the opportunity to reduce costs and improve
performance by providing a better match between working hours and a business’s
operating profile. Unlike flexitime, however, annual hours systems tend to afford less
choice for employees.

Central to each annual hours agreement is that the period of time within which
full-time employees must work their contractual hours is defined over a whole year.
All normal working hours contracts can be converted to annual hours; for example,
an average 38-hour week becomes 1,732 annual hours, assuming five weeks’ holiday
entitlement. The principal advantage of annual hours in manufacturing sectors,
which need to maximise the utilisation of expensive assets, comes from the ability to
separate employee working time from the operating hours of the plant and equip-
ment. Thus we have seen the growth of five-crew systems, in particular in the con-
tinuous process industries. Such systems are capable of delivering 168 hours of
production a week by rotating five crews. In 365 days there are 8,760 hours to
be covered, requiring 1,752 annual hours from each shift crew, averaging just over
38 hours for 46 weeks. All holidays can be rostered into ‘off” weeks, and 50 or more
weeks of production can be planned in any one year without resorting to overtime.
Further variations can be incorporated to deal with fluctuating levels of seasonal
demand.

The move to annual hours is an important step for a company to take and should
not be undertaken without careful consideration and planning. Managers need to be
aware of all the consequences. The tangible savings include all those things that are
not only measurable but capable of being measured before the scheme is put in. Some
savings, such as reduced absenteeism, are quantifiable only after the scheme has been
running and therefore cannot be counted as part of the cost justification. A less tan-
gible issue for both parties is the distance that is introduced between employer and
employee, who becomes less a part of the business and more like a subcontractor.
Another problem can be the carrying forward of assumptions from the previous
working regime to the new. One agreement is being superseded by another and, as
every industrial relations practitioner knows, anything that happened before, which
is not specifically excluded from a new agreement, then becomes a precedent.
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Zero hours

A zero-hours contract is one in which individuals are effectively employed on a
casual basis and are not guaranteed any hours of work at all. Instead they are called
in as and when there is a need. This has long been the practice in some areas of
employment, such as nursing agencies and the acting profession, but it has recently
been used to some extent in other areas, such as retailing, to deal with emergencies
or unforeseen circumstances. Such contracts allow employers to cope with unpre-
dictable patterns of business, but they make life rather more unpredictable for the
individuals involved. The lack of security associated with such arrangements makes
them an unattractive prospect for many.

ACTIVITY 5.2

ATYPICAL CONTRACTUAL ARRANGEMENTS

Recent decades have seen the growth of contractual arrangements that differ from
the permanent, open-ended, full-time, workplace-based form of employment that
has always been regarded as representing the norm. As was shown in Chapter 1,
there is considerable disagreement about the significance of these trends. For some
they mark the ‘beginning of the end’ for jobs as we have come to experience them
over the past 100 years, while for others they represent a modest adjustment of
traditional practices in response to evolving labour market developments and to
industrial restructuring. Either way they have important implications for the effective
management of people.

Contracts of limited duration

Contracts of employment vary in all manner of ways. One of the most important
distinctions relates to their length. Here it is possible to identify three basic forms:

e Permanent: This is open-ended and without a date of expiry.

e Fixed term: This has a fixed start and finish date, although it may have provision
for notice before the agreed finish date.
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e Temporary: Temporary contracts are for people employed explicitly for a limited
period, but with the expiry date not precisely specified. A common situation is
where a job ends when a defined source of funding comes to an end. Another is
where someone is employed to carry out a specified task, so that the expiry date is
when the task is complete. The employer is obliged to give temporary workers an
indication in writing at the start of their employment of the expected duration of

the job.

Around half of all employers in the UK, including a good majority of public sec-
tor bodies, employ some people on a fixed-term basis or make use of agency temps.
In 2003 a total of 1.5 million people worked under some form of non-permanent
contract, which is 6.4 per cent of all employees (Labour Market Trends 2003b). This
is appreciably more than the 5 per cent who were employed on such a basis in the
1980s, but represents a substantial fall over the past few years; in 1998 the figure was
close to 1.8 million. As unemployment has fallen and the economy has grown em-
ployers have found that they have to offer permanent positions if they are to attract
effective employees. Although only around a quarter of temporary staff now claim
that they would prefer a permanent job, in the mid-1990s this figure was close to half.

Some of the reasons for employing people on a temporary or fixed-term basis are
obvious. Retail stores need more staff immediately before Christmas than in
February and ice cream manufacturers need more people in July than November, so
both types of business have seasonal fluctuations. Nowadays, however, there is the
additional factor of flexibility in the face of uncertainty. Will the new line sell? Will
there be sustained business after we have completed this particular contract? In the
public sector fixed-term employment has grown with the provision of funds to carry
out one-off projects, while the signing of time-limited service provision agreements
with external private-sector companies has also become a great deal more common.

Often temporary staff are needed to cover duties normally carried out by a per-
manent employee. This can be due to sickness absence or maternity leave, or it may
occur when there is a gap between one person resigning and another taking up the
post. Another common approach is to employ new starters on a probationary basis,
confirming their appointments as permanent when the employer is satisfied that they
will perform their jobs successfully.

Some argue (e.g. Geary 1992) that managers have a preference for temporary staff
because the use of such people gives them a greater degree of control over labour.
This control derives from the fact that many temporary staff would dearly love to
secure greater job security in order to gain access to mortgages and to allow them to
plan their future lives with greater certainty. As a result temporary workers are often
keenest to impress and will work beyond their contract in a bid to gain permanent
jobs. Their absence levels also tend to be low. Because they work under the constant,
unspoken threat of dismissal, they feel the need to behave with total compliance to
avoid this. Managers sometimes take advantage of such a situation and push people
into working harder than is good for them.

The law on the employment of fixed-term workers has changed in recent years and
this may well in part account for the reduction in their numbers. Until October 1999
it was possible to employ staff on fixed-term contracts which contained clauses waiv-
ing the right to claim unfair dismissal. This meant that the employer could terminate
the relationship by failing to renew the contract whether or not there was a good rea-
son for doing so. It was thus possible substantially to avoid liability for claims of
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unfair dismissal by employing people on a succession of short contracts. For fixed-
term contracts entered into after October 1999 waiver clauses no longer apply.
Henceforth employers who do not renew a fixed-term contract have had to be able
justify their decision just as they do with any other dismissal, if they want to avoid
court action. Temporary and fixed-term workers also gained a number of further
rights via the Employment Act 2002 which implemented the EU’s Fixed-term Work
Directive. This seeks to ensure that temporary employees enjoy the same terms and
conditions as permanent employees undertaking equivalent roles, that employers
inform them of permanent vacancies and allow them access to training opportunit-
ies. The new law also seeks to limit the number of times that an employer can renew
a fixed-term contract without making it permanent without good reason. After
October 2006 people who have been employed on a temporary basis for four years
or more will be entitled to permanent contracts unless the employer can objectively
justify less favourable treatment. People entering temporary contracts after October
2002 are also now entitled to redundancy payments if they are laid off.

A special type of contract is that for apprenticeship. Although this is not to be seen
as a contract of employment for the purpose of accumulating employment rights, it
is a form of legally binding working relationship that pre-dates all current legislative
rights in employment, and the apprentice therefore has additional rights at common
law relating to training. An employer cannot lawfully terminate an apprentice’s con-
tract before the agreed period of training is complete, unless there is closure or a
fundamental change of activity in the business to justify redundancy.

Part-time contracts

At one time part-time working was relatively unusual and was scarcely economic
for the employer as the national insurance costs of the part-time employee were dis-
proportionate to those of the full-timer. The part-time contract was regarded as an
indulgence for the employee and only a second-best alternative to the employment of
someone full time. This view was endorsed by lower rates of pay, little or no secur-
ity of employment and exclusion from such benefits as sick pay, holiday pay and pen-
sion entitlement. The situation has now wholly changed.

Since the 1960s the proportion of the employed workforce on part-time contracts
has increased dramatically. Over a quarter of us (seven million) now work on a part-
time basis, compared to just 9 per cent in 1961. Table 5.3 shows that this proportion

Country Per cent Country Per cent
Greece 4.5 Austria 18.9
Spain 8.0 Belgium 19.4
Italy 8.6 Denmark 20.6
Portugal 11.3 Germany 20.8
Luxembourg 11.7 Sweden 214
Finland 12.4 UK 25.0
France 16.2 Netherlands 43.8
Ireland 16.5 EU Average 18.2

Source: Table compiled from data in Eurostat, Labour Force Survey, 2003.
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is greater than that in most other EU countries, although there is some difficulty of
definition. What is part time? At the moment the British method of calculation
classifies anything less than the normal weekly hours at the place of work to be part
time, so a part-timer could be working six hours a week or 35. Whatever the defini-
tion used, it is clear that the number of part-timers across the EU is steadily growing.

Women account for four-fifths of all part-time workers in the UK, 44 per cent of
all female workers being employed on a part-time basis and only 10 per cent of men.
Male part-timers are overwhelmingly in the 16-19 and over 65 age groups, suggest-
ing that full-time work is the preference for most men between leaving school and
retiring. In the case of women the age pattern is markedly different. Around a quar-
ter of women work on a part-time basis in their twenties, but this figure rises to
40 per cent for women aged 30-34 and to 50 per cent for those aged 35-39. After
that the proportion declines somewhat until close to retirement. Among women,
therefore, part-time work appears very frequently to be undertaken during the time
that their children are at school and that it is the preference for many. Among
women with dependent children who work part time, government statistics report
that 94 per cent do not want a full-time job (Labour Market Trends 2003c¢).

Many part-timers work short shifts and sometimes two will share a full working
day. Others will be in positions for which only a few hours within the normal day
are required or a few hours at particular times of the week. Retailing is an occupa-
tion that has considerable scope for the part-timer, as there is obviously a greater
need for counter personnel on Saturday mornings than on Monday mornings. Also
many shops are now open for longer periods than would be normal hours for a full-
time employee, so that the part-timer helps to fill the gaps and provide the extra
staffing at peak periods. Catering is another example, as is market research inter-
viewing, office cleaning, clerical work and some posts in education.

Unjustified discrimination against part-time workers has effectively been out-
lawed in the UK since 1994 when it was held by the courts potentially to amount to
indirect discrimination on grounds of sex. Since 2000, however, statute has required
that all part-timers and full-timers are treated equally. The Part-time Workers (Pre-
vention of Less Favourable Treatment) Regulations provide that part-time workers
are to be given the same pay per hour and the same terms and conditions of employ-
ment as full-time colleagues undertaking the same or similar work. All benefits must
also be provided to part-timers on a pro-rata basis. Moreover, the regulations state
that employers cannot subject workers to a detriment of any kind simply because
they work part time. This means, for example, that both part-time and full-time
workers must be given equal access to training. It also means that the fact that an
employee works part time should not be taken into account when deciding who is to
be made redundant. Unlike other forms of direct discrimination, however, in the case
of part-timers employers can seek to justify their actions on objective grounds.

Distance working

In the quest for greater flexibility many employers are beginning to explore new ways
of getting work done which do not involve individuals working full time on their pre-
mises. Working overseas, selling in the field and home-working are the most obvious
types of distance working, but advances in information technology have led to
increased interest in the concepts of teleworking and tele-cottaging. The term zele is
the Greek for distant, which is familiar to us in words such as telegram and television.
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However, despite the possibilities for such arrangements deriving from new techno-
logies, as few as one in every 50 UK employees are mainly based at home, only a fur-
ther 2 per cent or so being categorised as ‘occasional teleworkers’ (IDS 2002¢, p. 2).

The main advantage, for both the employer and the employee, is the flexibility
that teleworking can provide, but the employer also benefits from reduced office
accommodation costs and potential increases in productivity. Employees avoid the
increasingly time-consuming activity of commuting to work and can manage their
own workload around their home responsibilities and leisure interests. But there is a
downside too. Many find working from home all the time to be a rather isolating
experience and miss the social life and sense of belonging to a community of col-
leagues that comes with traditional employment.

The main problem for employers, aside from fostering staff morale, commitment
and a sense of corporate identity, is the need to maintain a reasonable degree of man-
agement control when the workforce is so geographically diffused. Drawing up an
appropriate job specification is thus particularly important in the case of telework-
ing jobs. It is important to set out clearly defined parameters of action, criteria for
decisions and issues which need reference back. Person specifications are also crucial
since in much distance working there is less scope for employees to be trained or
socialised on the job. In addition, ‘small business’ skills are likely to be needed by
teleworkers, networkers, consultants and subcontractors.

Attention also needs to be given to the initial stages of settling in distance
workers. Those off-site need to know the pattern of regular links and contacts to be
followed. Those newly recruited to the company need the same induction informa-
tion as regular employees. In fact, those working independently with less supervision
may need additional material, particularly on health and safety. Heightened team-
building skills will also be needed to encompass staff who are working on a variety
of different contracts and at different locations.

The final key aspect of employing distance workers is the need for a close link
between pay and performance. Managers must be able to specify job targets and
requirements accurately and to clarify and agree these with the employees concerned.
Where a fee rather than a salary is paid, the onus is on the manager to ensure the
work has been completed satisfactorily.

Self-employment

In the UK just over three million people are self-employed, which is around 11 per
cent of the total workforce. The proportion is somewhat higher in London and
the south-east than elsewhere in the country because that is where the industries
which employ most self-employed people are most common. Weir (2003) shows
that demand for the services of self-employed people is lowest in manufacturing
and in the public services. By contrast there are many more opportunities for self-
employment in the construction, retailing, property, business services and personal
services industries. Three-quarters of self-employed people work for themselves or in
partnership with one other person and they are heavily concentrated in skilled trades
and professional services occupations. They also tend to be a good deal older than
average workers, as many as 31 per cent of older workers employing themselves.
The 1980s saw a substantial growth in the number of self-employed people, but
the growth slowed down in the 1990s and has now apparently come to an end. Why
this should be is not clear, but it may simply reflect a preference among most people
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for employment if they are able to secure a job which they enjoy. The growth in self-
employment in previous decades, like the growth in temporary working, may there-
fore simply be a reaction to conditions of relatively high unemployment and low job
security. What is clear is that most employed people earn considerably more than
most self-employed people (Weir 2003, p. 449). While around 17 per cent of self-
employed people earn well in excess of the national average, the big majority earn
substantially less. Some running fledgling businesses struggle to earn anything at all.
Some of these earnings figures may be subject to some under-reporting for tax avoid-
ance reasons, but they firmly dispel the myth that self-employment is a route to
affluence and an easy life. Many more self-employed people work longer hours for
less reward than those employed by organisations.

Increasing the proportion of the workforce that is hired on a self-employed basis
has both attractions and drawbacks for employers. While self-employed people
typically cost more per hour to employ, they only need to be paid for the time they
actually spend completing a job or can simply be paid a set fee for the completion of
a project irrespective of how long it takes. The fact that they can be asked to
tender for work in competition with others tends to further reduce costs, as does the
fact that a self-employed person manages their own taxation and pension arrange-
ments. So overall there are often major savings to be made in replacing certain jobs
in an organisation with self-employed people. Moreover, as was shown at the start
of this chapter, huge swathes of employment rights such as unfair dismissal and paid
maternity leave apply only to employees and not to those employed on a subcon-
tracted basis. The negative implications derive from the inevitable fact that a self-
employed person is not obliged to work exclusively for one employer or even to
work uniquely in the interests of any one organisation. The relationship is thus more
distant and conditional on external influences for its continuance. This can mean
that only the minimum acceptable levels of quality are achieved in practice and that
the contribution made by the worker to longer-term business development is severely
limited. An employer can buy a self-employed person’s expertise, but cannot draw
on the full range of their energies and commitment as is possible in the case of well-
managed employees to whom a longer-term commitment has been made and with
whom a closer personal relationship has been forged.

CONSULTANTS

Some management consultants are self-employed people who have gained con-
siderable experience over some years and are in a position to sell their expertise to
organisations for a fee. Many more are employed by larger firms which also provide
a range of other business services. These tend to be younger people who have
substantial, specialist, technical knowledge of particular areas of business activity.
Consultants offer advice about issues faced by organisations, but they are also in a
position to carry out research, to design new policies and procedures, and to brief or
train staff in their effective use. Nowadays a lot of their work involves selling already
developed IT products to clients and assisting them to put these into operation. In
the HR field this is true of consultancies that specialise in job evaluation and in the
provision of personnel information systems.

In many ways consultants thus provide a service analogous to that of an account-
ant, a lawyer or a financial adviser. However the service is packaged, organisations
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are being invited to buy their professional expertise and to apply it (or not) as they
see fit. Substantial demand for such services over recent years has meant that con-
sultancy has grown into a major multi-billion pound international industry employ-
ing hundreds of thousands of highly qualified people, many of whom are in a
position to charge their clients upwards of £3,000 per day. Yet, despite their having
been a fixture on the management scene for decades, there remains considerable
cynicism about consultancy as a trade (see the poem below entitled ‘The Preying
Mantis’). The following quotation from the leading industrialist Lord Weinstock is
born of disappointing experiences:

Consultants are invariably a waste of money. There has been the occasional instance
where a useful idea has come up, but the input we have received has usually been
banal and unoriginal, wrapped up in impressive sounding but irrelevant rhetoric.
(Caulkin 1997)

WINDOW ON PRACTICE
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The use of consultants is thus a matter about which managers are very divided. In
some companies, and increasingly in public-sector organisations, they are employed
regularly and found to offer a useful if expensive service. Elsewhere it appears almost
to be a matter of policy to resist their blandishments and to tap into altern-
ative sources of advice. The best approach, as with all major purchasing decisions, is
to employ them only in situations where there is a good business case for doing so
and where they are likely to add value. The most likely scenario is where the organ-
isation needs specialist advice and cannot gain access to it through its internal
resources. In the HR field an example would be the need to develop a competitive
employment package for an individual who is being sent on long-term expatriate
assignment to a country with which people within the organisation are largely un-
familiar. It makes sense in such a situation to take advice from someone who has
technical knowledge of the tax systems, pay rates and living standards in that
country. Another common situation in which consultants are employed in the HR
field is to administer psychometric selection tests to candidates applying for jobs
and then to interpret and provide feedback on the results. However, there can also
be other reasons for their employment, as Duncan Wood (1985) found in his inter-
views with well-established HR consultants:

1 To provide specialist expertise and wider knowledge not available within the
client organisation.

To provide an independent view.

To act as a catalyst.

To provide extra resources to meet temporary requirements.

To help develop a consensus when there are divided views about proposed changes.
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To demonstrate to employees the impartiality/objectivity of personnel changes or
decisions.

7 To justify potentially unpleasant decisions.
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ACTIVITY 5.3

The likelihood of securing a positive outcome when employing consultants
depends on two conditions being present. First, it is essential that the consultant
is given very clear instructions both about the nature of the issue or problem that
they are being asked to advise about, and about what the client expects of them.
Second, they should only be employed once it has first been established that they are
likely to be able to provide knowledge and ideas that cannot be sourced in-house,
and that the costs associated with their employment are justified.

WINDOW ON PRACTICE
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Consultants are mainly employed to give advice or to carry out a defined project. In
employing them an organisation is effectively subcontracting part of its management
process. But organisations can and do subcontract out to specialist service providers
a great deal more. The outsourcing of functions which either could be or were pre-
viously carried out in-house has become more common in recent years. It is a trend
that creates its own momentum because the more outsourcing that occurs, the big-
ger and better the providers become, making it an increasingly viable proposition for
more organisations. Of particular interest to readers of this book is the strong trend
that can now be discerned towards the outsourcing (either in whole or in part) of act-
ivities that have traditionally been carried out by the HR function in organisations.

According to Colling (2000) the organisational functions which are most com-
monly outsourced by UK organisations are ancillary services such as cleaning, cater-
ing, security, transportation and buildings maintenance. There is nothing new about
organisations subcontracting such functions to external providers, but there is clearly
an increased trend in that direction. Twenty years ago most larger corporations and
the entire public sector managed these ancillary services themselves, employing their
own people to carry them out. This is less and less true. Increasingly managers are
keen to focus all their energies on their ‘core business activities’, by which they mean
those activities which are the source of competitive advantage and which determine
the success or failure of their organisations. There is thus a desire to minimise the
amount of management time and effort which is spent carrying out more marginal
activities. The decision to outsource is made easier by the fact that specialist security,
cleaning and catering companies are often in a position to provide a higher-quality
standard of service at a lower cost than can be achieved by in-house operations. This
is because for them the provision of ancillary services is the core business and they
have the expertise, up-to-date equipment, and staff to run highly efficient operations.
Moreover, their size means that they can benefit from economies of scale that are not
available to the far smaller locally run operations.

The nature and standard of services that the external company provides are deter-
mined by the service level agreement that is signed. This will usually follow on from
a competitive tendering exercise in which providers of outsourced services compete
with one another to secure a three- or five-year contract. If the standards of service
fall short of those set out in the agreement, the purchasing organisation is then able
to look elsewhere, and can in any case sign a new agreement with a different provider
at the end of the contract. This should ensure that high standards are maintained, but
the evidence suggests that outsourcing frequently disappoints in practice. Reilly
(2001, p. 135) lists all manner of problems that occur due to poor communication,
differences of opinion about the service levels being achieved and different interpreta-
tions of terms in the contract. These occur because it will always be in the interests
of the providing company to keep its costs low and in the interests of the purchasing
company to demand higher standards of service and value for money.

In practice the theoretical advantages of outsourcing thus often fail to materialise.
Serious cost savings are often difficult to achieve, largely because the Transfer of
Undertakings laws require existing staff to be retained by the new service provider
on their existing terms and conditions, yet standards of service may actually decline.
Loss of day-to-day control means that problems take longer to rectify because com-
plaints have to be funnelled through to managers of the providing company and
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cannot simply be addressed on the spot. It is also hard in practice to replace one con-
tractor with another, as well as being costly, because there are a limited number of
companies that are both viable over the long term and interested in putting in a bid.
So great care has to be taken when adopting this course of action. Expectations need
to be managed and deals should only be signed with providers who can demonstrate
a record of satisfactory service achieved in comparable organisations.

These potential obstacles have not stopped a number of large corporations from
outsourcing large portions of their HR functions in recent years. The service level
agreements that are signed typically involve a specialist provider taking over respons-
ibility for the more routine administrative tasks that are traditionally carried out
by in-house HR teams. These include payroll administration, the maintenance of
personnel databases, the provision of intranet services which set out HR policies,
recruitment administration and routine training activities. Such arrangements enable
the organisation to dispense with the services of junior HR staff and to retain small
teams of more senior people to deal with policy issues, sensitive or confidential
matters and union negotiations.

ACTIVITY 5.4

SUMMARY PROPOSITIONS

5.1

5.2

5.3

5.4

5.5

5.6

117



Part Il Resourcing

118

GENERAL DISCUSSION TOPICS

1 What are the advantages and disadvantages of part-time working for the employer and for
the employee? In what ways do the age and domestic situation of the employee alter the
answer?

2 The chapter indicates some of the problems in employing consultants and specialist out-
sourcing companies. How can these be overcome?

3 What is the future for teleworking?

FURTHER READING

Beynon, H., Grimshaw, D., Rubery, J. and Ward, K. (2002) Managing Employment Change:
The New Realities of Work. Oxford: Oxford University Press

This provides a critical perspective on many of the trends introduced in this chapter. The
authors draw on seven case studies of UK organisations to explore why employment restruc-
turing is occurring and its consequences.

Colling, T. (2000) ‘Personnel management in the extended organisation’, in S. Bach and
K. Sisson (eds) Personnel Management: A Comprehensive Guide to Theory and Practice in
Britain. Oxford: Blackwell

This article gives an excellent summary of research into the increased use of outsourcing in the
UK and the implications of the trend for HR practice. The author explores all the problematic
issues and presents useful case study evidence.

Incomes Data Services (IDS) publications

Incomes Data Services regularly publish studies focusing on different types of contractual
arrangement which draw on the experiences of larger UK employers. Recent publications have
covered Annual Hours, IDS Study 721 (January 2002), Flexitime Schemes, IDS Study 725
(March 2002), Teleworking, IDS Study 729 (May 2002) and Outsourcing HR Administration,
IDS Study 746 (Spring 2003).
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RECRUITMENT

1 IDENTIFY ALTERNATIVE COURSES OF ACTION TO TAKE WHEN AN EMPLOYEE LEAVES AN ORGANISATION

2 EXPLAIN THE ROLE PLAYED BY JOB DESCRIPTIONS AND PERSON SPECIFICATIONS IN THE RECRUITMENT
PROCESS

3 COMPARE AND CONTRAST THE MAJOR ALTERNATIVE RECRUITMENT METHODS

4 ASSESS DEVELOPMENTS IN RECRUITMENT ADVERTISING AND INTERNET RECRUITMENT

5 INTRODUCE THE CONCEPT OF EMPLOYER BRANDING

6 CLARIFY THE NEED FOR CONTROL AND EVALUATION PROCEDURES IN RECRUITMENT

7 ASSESS DIFFERENT APPROACHES TO SHORTLISTING
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There is always a need for replacement employees and those with unfamiliar skills
that business growth makes necessary. Recruitment is also an area in which there are
important social and legal implications, but perhaps most important is the significant
part played in the lives of individual men and women by their personal experience of
recruitment and the failure to be recruited. Virtually everyone reading these pages
will know how significant those experiences have been in their own lives.

WINDOW ON PRACTICE

Over three million people are recruited by employers in the UK each year. It can
be a costly and difficult process when skills are in short supply and labour mar-
kets are tight. In such circumstances the employer needs to ‘sell’ its jobs to potential
employees so as to ensure that it can generate an adequate pool of applicants.
According to Barber (1998) it is important that employers do not consider the
recruitment process to be finished at this point. It continues during the shortlisting
and interviewing stages and is only complete when an offer is made and accepted.
Until that time there is an ongoing need to ensure that a favourable impression of the
organisation as an employer is maintained in the minds of those whose services it
wishes to secure.

DETERMINING THE VACANCY

Is there a vacancy? Is it to be filled by a newly recruited employee? These are the first
questions to be answered in recruitment. Potential vacancies occur either through
someone leaving or as a result of expansion. When a person leaves, there is no more
than a prima facie case for filling the vacancy thus caused. There may be other ways
of filling the gap. Vacancies caused by expansion may be real or imagined. The des-
perately pressing need of an executive for an assistant may be a plea more for recog-
nition than for assistance. The creation of a new post to deal with a specialist activity
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may be more appropriately handled by contracting that activity out to a supplier.
Recruiting a new employee may be the most obvious tactic when a vacancy occurs,
but it is not necessarily the most appropriate. Listed below are some of the options,
several of which we discussed in Chapters 4 and 5:

e Reorganise the work

e Use overtime

e Mechanise the work

e Stagger the hours

e Make the job part time
e Subcontract the work

e Use an agency

Can you think of further ways of avoiding filling a vacancy by recruiting a new
employee? What are the advantages and disadvantages of the methods you have
thought of? For what types of job with which you are familiar would each of your
methods, and those listed above, be most appropriate?

If your decision is that you are going to recruit, there are four questions to deter-
mine the vacancy:

1 What does the job consist of?
2 In what way is it to be different from the job done by the previous incumbent?
3 What are the aspects of the job that specify the type of candidate?

4 What are the key aspects of the job that the ideal candidate wants to know before
deciding to apply?

The conventional HR approach to these questions is to produce job descriptions
and personnel specifications. Methods of doing this are well established. Good
accounts are provided by Pearn and Kandola (1988), Brannick and Levine (2002)
and IRS (2003a). The approach involves breaking the job down into its component
parts, working out what its chief objectives will be and then recording this on paper.
A person specification listing the key attributes required to undertake the role can
then be derived from the job description and used in recruiting the new person. An
example of a job description is given in Figure 6.1.

An alternative approach which allows for more flexibility is to dispense with the
job description and to draw up a person specification using other criteria. One way
of achieving this is to focus on the characteristics or competences of current job
holders who are judged to be excellent performers. Instead of asking “What attributes
are necessary to undertake this role?’ this second method involves asking ‘What
attributes are shared by the people who have performed best in the role?” According
to some (for example Whiddett and Kandola 2000), the disadvantage of the latter
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Job title: SENIOR SALES ASSISTANT

Context

The job is in one of the thirteen high-technology shops owned by ‘Computext’
Location: Leeds

Supervised by, and reports directly to, the Shop Manager

Responsible for one direct subordinate: Sales Assistant

Job summary

To assist and advise customers in the selection of computer hardware and software, and to arrange
delivery and finance where appropriate.

Objective is to sell as much as possible, and for customers and potential customers to see
‘Computext’ staff as helpful and efficient.

Job content

Most frequent duties in order of importance

Advise customers about hardware and software.

Demonstrate the equipment and software.

Organise delivery of equipment by liaising with distribution department.
Answer all after-sales queries from customers.

Contact each customer two weeks after delivery to see if they need help.
Advise customers about the variety of payment methods.
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Develop and keep up to date a computerised stock control system.
Occasional duties in order of importance

1 Arrange for faulty equipment to be replaced.

2 Monitor performance of junior sales assistant as defined in job description.
3 Advise and guide, train and assess junior sales assistant where necessary.

Working conditions

Pleasant, ‘business-like’ environment in new purpose-built shop premises in the city centre. There are
two other members of staff and regular contact is also required with the Delivery Department and
Head Office. Salary is £18,000 p.a. plus a twice-yearly bonus, depending on sales. Five weeks’
holiday per year plus statutory holidays. A six-day week is worked.

Other information
There is the eventual possibility of promotion to shop manager in another location depending on
performance and opportunities.

Performance standards
There are two critically important areas:

1 Sales volume. Minimum sales to the value of £700,000 over each six-month accounting period.
2 Relations with customers:

— Customers’ queries answered immediately.

— Customers always given a demonstration when they request one.

— Delivery times arranged to meet both customer’s and delivery department’s needs.

— Complaints investigated immediately.

— Customers assured that problem will be resolved as soon as possible.

Customers never blamed.
— Problems that cannot be dealt with referred immediately to Manager.

approach is that it tends to produce employees who are very similar to one another
and who address problems with the same basic mindset (corporate clones). Where
innovation and creativity are wanted it helps to recruit people with more diverse
characteristics.
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INTERNAL RECRUITMENT

Vacancies, of course, are often filled internally. Sometimes organisations advertise
all vacancies publicly as a matter of course and consider internal candidates along
with anyone from outside the organisation who applies. This approach is generally
considered to constitute good practice and is widely used in the UK’s public sector.
However, many organisations prefer to invite applications from internal candidates
before they look to their external labour markets for new staff (Newell and
Shackleton 2000, pp. 116-17; CIPD 2003, p. 11). There are considerable advant-
ages from the employer’s perspective. First it is a great deal less expensive to recruit
internally, there being no need to spend money on job advertisements or recruitment
agencies. Instead a message can simply be placed in a company newsletter or posted
on its intranet or staff noticeboards. Further cost savings and efficiency gains can be
made because internal recruits are typically able to take up new posts much more
quickly than people being brought in from outside. Even if they have to work some
notice in their current positions, they are often able to take on some of their new
responsibilities or undergo relevant training at the same time. The other advantage
stems from the fact that internal candidates, as a rule, are more knowledgeable than
new starters coming in from other organisations about what exactly the job involves.
They are also more familiar with the organisation’s culture, rules and geography,
and so take less time to settle into their new jobs and to begin working at full
capacity.

Giving preference to internal recruits, particularly as far as promotions are con-
cerned, has the great advantage of providing existing employees with an incentive
to work hard, demonstrate their commitment and stay with the organisation when
they might otherwise consider looking for alternative employment. The practice
provides a powerful signal from management to show that existing employees are
valued and that attractive career development opportunities are available to them.
Failing to recruit internally may thus serve to put off good candidates with potential
from applying for the more junior positions in an organisation.

The main disadvantage of only advertising posts internally stems from the limited
field of candidates that it permits an organisation to consider. While it may mean
that someone who “fits in well’ is recruited, it may also very well mean that the best
available candidate is not even considered. Over the long term the organisation can
thus end up being less well served than it would have been had internal candidates
been required to compete with outside people for their posts. For this reason
internal recruitment sits uneasily with a commitment to equal opportunities and to
the creation of a diverse workforce. Talented candidates from under-represented
groups are not appointed because they never get to know about the vacancies that
the organisation has.

It is also important to note that the management of internal recruitment practices
is difficult to carry out effectively in practice. Research carried out by the Institute of
Employment Studies (2002) shows that serious problems often occur when internal
candidates fail to be selected. This is because they tend to enter the selection process
with higher expectations of being offered the position than is the case with external
candidates. Bitterness, antipathy and low morale are thus likely to follow. Moreover,
failed internal candidates are considerably more likely to pursue claims of unfair dis-
crimination following a selection process than external candidates. For these reasons
it is essential that great care is taken when managing internal recruitment to ensure
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that the approach taken is both fair and seen to be fair. Giving honest, full, accurate
and constructive feedback to failed candidates is an essential part of the process.

Once an employer has decided that external recruitment is necessary, a cost-effective
and appropriate method of recruitment must be selected. There are a number of
distinct approaches to choose from, each of which is more or less appropriate in dif-
ferent circumstances. As a result most employers use a wide variety of different
recruitment methods at different times. In many situations there is also a good case
for using different methods in combination when looking to fill the same vacancy.
Table 6.1 sets out the usage of different methods reported in a recent CIPD survey of
557 UK employers (CIPD 2003).

It is interesting to compare the figures in Table 6.1 with those reported in surveys
of how people actually find their jobs in practice. These repeatedly show that infor-
mal methods (such as word of mouth and making unsolicited applications) are as
common as, if not more common than, formal methods such as recruitment advert-
ising. In 2002, the Labour Force Survey asked over a million people how they had
obtained their current job. The results are shown in Table 6.2.

Usage of various methods of recruitment by 557 organisations in 2003

Advertisements in local press 84% Recruiting temporary employees 43%
Specialist journals and trade press 73% Executive recruitment consultants 41%
Corporate website 72% Promotional events/careers fairs 37%
Recruitment agencies 71% Apprentices/work placements 34%
National newspaper advertisements 64% Speculative applications 34%
Internal intranet 61% Secondments 32%
Word of mouth 58% Commercial job-board internet sites 15%
Job Centres/Employment Service 46% Radio/TV 14%
Education liaison 45% Posters/billboards 13%

Source: Table compiled from data in CIPD (2003) Recruitment and Selection Survey. London: CIPD.

Men Women
Hearing from someone who worked there 30% 25%
Reply to an advertisement 25% 31%
Direct application 14% 17%
Private employment agency 10% 10%
Job centre 9% 8%
Other 12% 9%

Source: Labour Market Trends (2002), ‘Labour market spotlight’, Labour Market Trends, August.
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All the various methods of recruitment have benefits and drawbacks, and the choice
of a method has to be made in relation to the particular vacancy and the type of
labour market in which the job falls. A general review of advantages and drawbacks
is given in Table 6.3.

Advantages and drawbacks of different methods of recruitment

Job centres

Advantages: (a) Applicants can be selected from nationwide sources with convenient, local
availability of computer-based data.

(b) Socially responsible and secure.

(c) Can produce applicants very quickly.

(d) Free service for employers.

(a)

Drawbacks: (a) Registers are mainly of the unemployed rather than of the employed seeking a
change.

(b) Produces people for interview who are not genuinely interested in undertaking
the job.

Commercial employment agencies and recruitment consultancies

Advantages: (a) Established as the normal method for filling certain vacancies, e.g. secretaries
in London.
b) Little administrative chore for the employer.

Drawbacks: (a) Can produce staff who are likely to stay only a short time.
b) Widely distrusted by employers.
)

c) Can be very expensive.

—~— e

Management selection consultants

Advantages: (a) Opportunity to elicit applicants anonymously.
(b) Opportunity to use expertise of consultant in an area where employer will not be
regularly in the market.

Drawbacks: (a) Internal applicants may feel, or be, excluded.
(b) Cost.
Executive search consultants (‘headhunters’)

Advantages: (a) Known individuals can be approached directly.
b) Useful if employer has no previous experience in specialist field.
Recruiting from, or for, an overseas location.

)
)
) Cost.
)
)

(2)

a
b) Potential candidates outside the headhunter’'s network are excluded.

(
(
Drawbacks: (.
(
( Recruits remain on the consultant’s list and can be hunted again.

(2

Visiting universities

Advantages: (a) The main source of new graduates from universities.
Rated by students as the most popular method.

(b)
Drawbacks: (a) Need to differentiate presentations from those of other employers.
(b) Time taken to visit a number of universities (i.e. labour intensive).
Schools and the Careers Service

Advantages: (a) Can produce a regular annual flow of interested enquirers.
(b) Very appropriate for the recruitment of school-leavers, who seldom look further
than the immediate locality for their first employment.

Drawbacks: (a) Schools and the advisers are more interested in occupations than organisations.
(b) Taps into a limited potential applicant pool.
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ACTIVITY 6.2

RECRUITMENT ADVERTISING

In order to assist them in drafting advertisements and placing them in suitable media,
many employers deal with a recruitment advertising agency. Such agencies provide
expert advice on where to place advertisements and how they should be worded and
will design them attractively to achieve maximum impact. Large organisations often
subcontract all their advertising work to an agency with whom a mutually accept-
able service-level agreement has been signed.

Recruitment advertising companies (as opposed to headhunters and recruitment
consultants) are often inexpensive because the agency derives much of its income
from the commission paid by the journals on the value of the advertising space sold,
the bigger agencies being able to negotiate substantial discounts because of the
amount of business they place with the newspapers and trade journals. A portion of
this saving is then passed on to the employer so that it can easily be cheaper and a
great deal more effective to work with an agent providing this kind of service. The
HR manager placing, say, £50,000 of business annually with an agency will appre-
ciate that the agency’s income from that will be between £5,000 and £7,500, and will
expect a good standard of service. The important questions relate to the experience
of the agency in dealing with recruitment, as compared with other types of advert-
ising, the quality of the advice they can offer about media choice and the quality of
response that their advertisements produce.

In choosing where to place a recruitment advertisement the aim is to attract as
many people as possible with the required skills and qualifications. You also want to
reach people who are either actively looking for a new job or thinking about doing
so. The need is therefore to place the advertisement where job seekers who are
qualified to take on the role are most likely to look. Except in very tight labour mar-
kets, where large numbers of staff are required at the same time, there is no point in
placing a recruitment advertisement outside a newspaper or journal’s recruitment
pages. In some situations newspaper readership figures are helpful when deciding
where to advertise. An example would be where there are two or more established
trade journals or local newspapers competing with one another, both of which carry
extensive numbers of recruitment advertisements. Otherwise readership figures are
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unimportant because people tend to buy different newspapers when job searching
than they do the rest of the time. It is often more helpful to look at the share of
different recruitment advertising markets achieved by the various publications, as
this gives an indication of where particular types of job are mostly advertised. In the
UK in recent years the Guardian newspaper has gained and sustained a 40 per cent
market share of national recruitment advertising. For many jobs in the media,
education and the public sector it is now established as the first port of call for job
seekers. This has been achieved by cutting rates to less than half those charged by
other national newspapers. For the more senior private sector jobs, however, the
established market leaders are the Daily Telegraph, the Sunday Times and the
Financial Times. While recruitment advertising agents are well placed to advise on
these issues, it is straightforward to get hold of information about rates charged by
different publications and their respective market shares. Good starting points are
the websites of British Rate and Data (www.brad.co.uk), which carries up-to-date
information about thousands of publications, and the National Readership Survey
(www.nrs.co.uk) which provides details of readership levels among different popula-
tion groups. Table 6.4 reviews the advantages and drawbacks of various methods of
job advertising.

Drafting the advertisement

The decision on what to include in a recruitment advertisement is important because
of the high cost of space and the need to attract attention; both factors will encour-
age the use of the fewest number of words. Where agencies are used they will be able
to advise on this, as they will on the way the advertisement should be worded, but
the following is a short checklist of items that must be included.

e Name and brief details of employing organisation

e Job role and duties

e Training to be provided

e Key points of the personnel specification or competency profile
e Salary

e Instructions about how to apply

Many employers are coy about declaring the salary that will accompany the
advertised post. Sometimes this is reasonable as the salary scales are well known and
inflexible, as in much public sector employment. Elsewhere the coyness is due either
to the fact that the employer has a general secrecy policy about salaries and does
not want to publicise the salary of a position to be filled for fear of dissatisfying
holders of other posts, or does not know what to offer and is waiting to see ‘what the
mail brings’. All research evidence, however, suggests that a good indication of the
salary is essential if the employer is to attract a useful number of appropriate replies
(see Barber 1998, pp. 42-3).
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The advantages and drawbacks of various methods of job advertising

Internal advertisement

Advantages: (a)
b)

Drawbacks:

Maximum information to all employees, who might then act as recruiters.
Opportunity for all internal candidates to apply.

If an internal candidate is appointed, there is a shorter induction period.
Speed.

Cost.

Limit to number of applicants.

Internal candidates not matched against those from outside.
May be unlawful if indirect discrimination. (See Chapter 23.)

Vacancy lists outside premises

Advantage: (a)

Drawbacks: (a)

(b)

Economical way of advertising, particularly if premises are near a busy
thoroughfare.

Vacancy list likely to be seen by few people.
Usually possible to put only barest information, like the job title, or even just
‘Vacancies'.

Advertising in the national press

Advantages: (a)
(b)

Drawbacks: (a)
(b)

Advertisement reaches large numbers.
Some national newspapers are the accepted medium for search by those seeking
particular posts.

Cost.
Much of the cost ‘wasted’ in reaching inappropriate people.

Advertising in the local press

Advantages: (a)

(b)

Drawback: (a)

Recruitment advertisements more likely to be read by those seeking local
employment.
Little ‘wasted’ circulation.

Local newspapers appear not to be used by professional and technical people
seeking vacancies.

Advertising in the technical press

Advantage: (a)
Drawbacks: (a)

Reaches a specific population with minimum waste.

Relatively infrequent publication may require advertising copy six weeks before
appearance of advertisement.

(b) Inappropriate when a non-specialist is needed, or where the specialism has a
choice of professional publications.

Internet

Advantages: (a) Information about a vacancy reaches many people.
(b) Inexpensive once a website has been constructed.
(c) Speed with which applications are sent in.
(d) Facilitates online shortlisting.

Drawbacks: (a) Can produce thousands of unsuitable applications.
(b) Worries about confidentiality may deter good applications.

m Table 6.5 contains phrases about the value in pay terms of 12 different jobs. Try
% putting them in rank order of actual cash value to the recipient. Then ask a friend to do
the same thing and compare your lists.
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Phrases from a quality newspaper about salary

1 ¢.£60,000 + bonus + car + benefits
2 from c.£35k
3 £30,000—£40,000 + substantial bonus + car
4 You will already be on a basic annual salary of not less than £40,000
5 Six-figure remuneration + profit share + benefits
6 ¢.£60,000 package
7 Attractive package
8 Substantial package
9 £50,000 OTE, plus car and substantial benefits
10 £ excellent + benefits
11 £ Neg.
12 ¢.£60k package + banking benefits

The use of the internet for recruitment purposes is undoubtedly the most striking
recent development in the field, but its practical significance remains a question of
debate. When the internet first became widely used a decade ago it was often pre-
dicted that it would revolutionise the recruitment industry. In the future, it was
argued, most of us would find out about jobs through web searches. It now appears
that these predictions greatly overstated the influence that the internet would have.
Incomes Data Services (2003) came to the following conclusion having carried out
an extensive survey of approaches used by UK organisations:

While advertising on the Internet is fairly common — many organisations now place
vacancies on their own websites and make use of third party job boards — among the
employers featured in this study this is clearly seen as complementary to, rather than
replacing traditional advertising media. Placing advertisements in local and national
newspapers and in the trade press continues to be the most important way for many
companies to reach potential applicants. IDS (2003, p. 1)

Internet recruitment takes two basic forms. The first is centred on the employer’s
own website, jobs being advertised alongside information about the products and
services offered by the organisation. The second approach makes use of the growing
number of cyber-agencies which combine the roles traditionally played by both
newspapers and employment agents. They advertise the job and undertake shortlist-
ing before sending on a selection of suitable CVs to the employer.

For employers the principal attraction is the way that the internet allows jobs
to be advertised inexpensively to a potential audience of millions. According to
Frankland (2000) the cost of setting up a good website is roughly equivalent to
that associated with advertising a single high-profile job in a national newspaper.
Huge savings can also be made by dispensing with the need to print glossy recruit-
ment brochures and other documents to send to potential candidates. The other
big advantage is speed. People can respond within seconds of reading about an



Chapter 6 Recruitment

opportunity by emailing their CV to the employer. Shortlisting can also be under-
taken quickly with the use of CV-matching software or online application forms.

In principle e-recruitment thus has a great deal to offer. In practice, however, there
are major problems which may take many years to iron out. A key drawback is the
way that employers advertising jobs tend to get bombarded with hundreds of applica-
tions. This occurs because of the large number of people who read the advertise-
ment and because it takes so little effort to email a copy of a pre-prepared CV to
the employer concerned. In order to prevent ‘spamming’ of this kind it is necessary
to make use of online shortlisting software which is able to screen out unsuitable
applications. Such technologies, however, are not wholly satisfactory. Those which
work by looking for key words in CVs inevitably have a ‘hit and miss’ character and
can be criticised for being inherently unfair. The possibility that good candidates may
not be considered simply because they have not chosen a particular word or phrase
is strong. The alternative is to require candidates to apply online by completing an
application form or pschyometric test. This approach has the advantage of deterring
candidates who are not prepared to invest the time and effort required to complete
the forms, but is unreliable in important respects — there is no guarantee that the test
is in fact being completed by the candidate, nor is it completed within a standard,
pre-determined time limit. Other problems concern fears about security and confid-
entiality which serve to deter people from submitting personal details over the web:

Everybody should be familiar with the fear of using a credit card on-line even though
good e-commerce sites have secure servers that enable these transactions to take
place safely. The job-seeker’s equivalent of this is ‘how safe is it to put my CV on-line?’
Although the figures prove that plenty of people have overcome this fear (there are an
estimated 4.5 million CVs on-line), horror stories of candidates’ CVs ending up on their
employer’s desktop aren’t entirely without foundation. (Weekes 2000, p. 35)

Criticisms have also been made about poor standards of ethicality on the part
of cyber-agencies. As with conventional employment agents there are a number
who employ sharp practices such as posting fictional vacancies and falsely inflating
advertised pay rates in order to build up a bank of CVs which can be circulated to
employers on an unsolicited basis. Some cyber-agencies also copy CVs from com-
petitors’ sites and send them on to employers without authorisation. Over time,
as the industry grows, professional standards will be established and a regulatory
regime established, but for the time being such problems remain.

The fact that there are so many drawbacks alongside the advantages explains
why so many employers appear to use the internet for recruitment while rating it
relatively poorly. When asked to rank recruitment methods in terms of their
effectiveness very few employers place the internet at the top of the list (7 per cent
according to the 2003 CIPD survey). Established approaches such as newspaper
advertising and education liaison are much more highly rated and are thus unlikely
to be replaced by e-recruitment in the near future. However, over the longer term,
technological developments and increased web usage may improve the effectiveness
of e-recruitment considerably. This will occur when one or two very well-funded
job sites emerge from the current mass and are able command substantial shares of
the market. We will then have a situation in which anyone seeking a new job in a
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particular field will make a familiar website rather than the newspaper or journal
their first port of call.

WINDOW ON PRACTICE

EMPLOYER BRANDING

In recent years considerable interest has developed in the idea that employers have
much to gain when competing for staff by borrowing techniques long used in mar-
keting goods and services to potential customers. In particular, many organisations
have sought to position themselves as ‘employers of choice’ in their labour markets
with a view to attracting stronger applications from potential employees. Those who
have succeeded have often found that their recruitment costs fall as a result because
they get so many more unsolicited applications (see Taylor 2002, p. 449).

Central to these approaches is the development over time of a positive ‘brand
image’ of the organisation as an employer, so that potential employees come to
regard working there as highly desirable. Developing a good brand image is an
easier task for larger companies with household names than for those which are
smaller or highly specialised, but the possibility of developing and sustaining a reputa-
tion as a good employer is something from which all organisations stand to benefit.

The key, as when branding consumer products, is to build on any aspect of the
working experience that is distinct from that offered by other organisations compet-
ing in the same broad applicant pool. It may be relatively high pay or a generous
benefits package, it may be flexible working, or a friendly and informal atmosphere,
strong career development potential or job security. This is then developed as a
‘unique selling proposition’ and forms the basis of the employer branding exercise.
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The best way of finding out what is distinct and positive about working in your
organisation is to carry out some form of staff attitude survey. Employer branding
exercises simply amount to a waste of time and money when they are not rooted in
the actual lived experience of employees because people are attracted to the organ-
isation on false premises. As with claims made for products that do not live up to
their billing, the employees gained are not subsequently retained, and resources are
wasted recruiting people who resign quickly after starting.

Once the unique selling propositions have been identified they can be used to
inform all forms of communication that the organisation engages in with potential
and actual applicants. The aim must be to repeat the message again and again in
advertisements, in recruitment literature, on internet sites and at careers fairs. It is
also important that existing employees are made aware of their employer’s brand
proposition too as so much recruitment is carried out informally through word of
mouth. Provided the message is accurate and provided it is communicated effectively
over time, the result will be a ‘leveraging of the brand’ as more and more people in
the labour market begin to associate the message with the employer.

WINDOW ON PRACTICE

CONTROL AND EVALUATION

The HR manager needs to monitor the effectiveness of advertising and all other
methods of recruitment, first, to ensure value for money and, second, to ensure that
the pool of applicants produced by the various methods is suitable.

Wright and Storey (1994, p. 209) suggest that information on the following
should be collected:
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1 Number of initial enquiries received which resulted in completed application
forms.

2 Number of candidates at various stages in the recruitment and selection process,
especially those shortlisted.

3 Number of candidates recruited.

4 Number of candidates retained in organisation after six months.

There is also a good case for monitoring the numbers of men and women who are
successful at each stage of the process and the numbers of people from different
ethnic minorities. Where an imbalance becomes apparent the organisation can then
take remedial action.

There needs, however, to be more information than this in order to get to the more
intangible questions, such as ‘Did the best candidate not even apply?” The most
important source of information about the quality of the recruitment process is the
people involved in it. Do telephonists and receptionists know how to handle the
tentative employment enquiry? What did they hear from applicants in the original
enquiries that showed the nature of their reaction to the advertisement? Is it made
simple for enquirers to check key points by telephone or personal visit? Is there an
unnecessary emphasis on written applications before anything at all can be done?
Useful information can also be obtained from both successful and unsuccessful applic-
ants. Those who have been successful will obviously believe that recruitment was
well done, while the unsuccessful may have good reason to believe that it was flawed.
However, those who are unsuccessful sometimes ask for feedback on the reasons. If
a recruiter is able to give this, it is also a simple development to ask the applicant for
comment on the recruitment process.

CORRESPONDENCE

If an organisation is to maximise its chances of recruiting the best people to the
jobs it advertises it must ensure that all subsequent communication with those
who express an interest is carried out professionally. The same is true of casual
enquirers and those who find out about possible vacancies informally through word
of mouth. Failing to make a positive impression may well result in good candidates
losing interest or developing a preference for a rival organisation which takes
greater care to project itself effectively in its labour markets. Providing information
to would-be candidates who express an interest is the first step. This is often seen as
unnecessary and costly, but it should be seen as the organisation’s opportunity to sell
itself as an employer to its potential applicant pool. The following are commonly
provided:

e a copy of the relevant job description and personnel specification;

e a copy of the advertisement for reference purposes;

e a copy of any general recruitment brochure produced by the organisation;
o the staff handbook or details of a collective agreement;

e details of any occupational pension arrangements;

e general information about the organisation (e.g. a mission statement, annual
report or publicity brochures).
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It is also essential to have some method of tracking recruitment, either manually
or by computer, so that an immediate and helpful response can be given to applicants
enquiring about the stage their application has reached. Moreover, it is necessary to
ensure that all applicants are informed about the outcome of their application. This
will reduce the number of enquiries that have to be handled, but it is also an import-
ant aspect of public relations, as the organisation dealing with job applicants may
also be dealing with prospective customers. Many people have the experience of
applying for a post and then not hearing anything at all. Particularly when the
application is unsolicited, HR managers may feel that there is no obligation to reply,
but this could be bad business as well as disconcerting for the applicant. Standard
letters (‘I regret to inform you that there were many applications and yours was not
successful . . .’) are better than nothing, but letters containing actual information
(‘out of the seventy-two applications, we included yours in our first shortlist of
fifteen, but not in our final shortlist of eight’) are better. Best of all are the letters that
make practical suggestions, such as applying again in six months’ time, asking if the
applicant would like to be considered for another post elsewhere in the organisation,
or pointing out the difficulty of applying for a post that calls for greater experience
or qualifications than the applicant at that stage is able to present.

ACTIVITY 6.4
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SHORTLISTING

Shortlisting of candidates can be difficult in some instances because of small numbers
of applicants and in other instances because of extremely large numbers of applic-
ants. Such difficulties can arise unintentionally when there is inadequate specification
of the criteria required or intentionally in large-scale recruitment exercises such as
those associated with an annual intake of graduates.

In such circumstances it is tempting for the HR department to use some form of
arbitrary method to reduce the numbers to a more manageable level. Examples
include screening people out because of their age, because of their handwriting style
or because their work history is perceived as being unconventional in some way. No
doubt there are other whimsical criteria adopted by managers appalled at making
sense of 100 or so application forms and assorted curricula vitae. Apart from those
that are unlawful, these criteria are grossly unfair to applicants if not mentioned in
the advertisement, and are a thoroughly unsatisfactory way of recruiting the most
appropriate person.

It is far more satisfactory to have in place a fair and objective system for short-
listing candidates which produces the best group of alternative candidates to move
forward to the interview stage. This can be achieved in one of three basic ways —
which can be used separately or in combination. The first involves using a panel of
managers to undertake shortlisting, reducing the likelihood that individual prejudices
will influence the process. A number of distinct stages can be identified:

o Stage 1: Panel members agree essential criteria for those to be placed on the
shortlist.

o Stage 2: Using those criteria, selectors individually produce personal lists of, say,
ten candidates. An operating principle throughout is to concentrate on who can
be included rather than who can be excluded, so that the process is positive, look-
ing for strengths rather than shortcomings.

o Stage 3: Selectors reveal their lists and find their consensus. If stages 1 and 2
have been done properly the degree of consensus should be quite high and prob-
ably sufficient to constitute a shortlist for interview. If it is still not clear, they
continue to:

e Stage 4: Discuss those candidates preferred by some but not all in order to clarify
and reduce the areas of disagreement. A possible tactic is to classify candidates as
‘strong’, ‘possible’ or ‘maverick’.

o Stage 5: Selectors produce a final shortlist by discussion, guarding against includ-
ing compromise candidates: not strong, but offensive to no one.

The second approach involves employing a scoring system as advocated by
Roberts (1997) and Wood and Payne (1998). As with the panel method, the key
shortlisting criteria are defined at the start of the process (e.g. three years’ man-
agement experience, a degree in a certain discipline, current salary in the range of
£20,000-£30,000, evidence of an ability to drive change, etc.). The shortlister then
scores each CV or application form received against these criteria awarding an A
grade (or high mark) where clear evidence is provided that the candidate matches the
criteria, a B grade where there is some evidence or where the candidate partially
meets the criteria and a C grade where no convincing evidence is provided. Where a
structured application form has been completed by the candidates, this process can
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be undertaken quickly (two or three minutes per application) because a candid-
ate can be screened out whenever, for example, more than one C grade has been
awarded.

The third approach involves making use of the software systems on the market
which shortlist candidates electronically. The different types of system and some of
the drawbacks were described above in the section on e-recruitment. Despite the
problems, such systems can be useful where the criteria are very clearly and tightly
defined, and where an online application form is completed which makes use of
multiple-choice answers. Such forms can be scored speedily and objectively, the
candidate being given feedback on whether or not they have been successful. Only
those who make the ‘right’ choices when completing the online questionnaire are
then invited to participate in the next stage of the recruitment process.

SUMMARY PROPOSITIONS

6.1

GENERAL DISCUSSION TOPICS

1 What are the advantages and disadvantages of graduate recruitment fairs from an employer’s
point of view?

2 Why is it that the national newspapers which sell the fewest copies (broadsheets) domin-
ate the market for recruitment advertising in the UK, while the more popular tabloids carry
virtually none at all?

3 Can you improve on the suggestions for shortlisting that the chapter contains?
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FURTHER READING

Barber, A.E. (1998) Recruiting Employees: Individual and Organizational Perspectives.
Thousand Oaks, Calif.: Sage

Taylor, S. and Collins, C. (2000) ‘Organizational Recruitment: Enhancing the Intersection of
Research and Practice’, in C. Cooper and E. Locke (eds) Industrial and Organizational
Psychology. Oxford: Blackwell

Academic research on recruitment as opposed to selection processes is relatively undeveloped
and there remain many central issues that have not been rigorously studied. In the USA the
gap has been filled to some extent in recent years. The best summary and critique of this work
is provided by Barber (1998). Taylor and Collins (2000) provide a shorter treatment with an
additional practical focus.

Chartered Institute of Personnel and Development

CIPD commissions a large survey each year on recruitment and selection issues which tracks
all the major trends and provides authoritative evidence about employer practices. The insti-
tute’s journal, People Management, also publishes a very useful supplement each July review-
ing developments in the recruitment industry.

Incomes Data Services, IDS Study No. 751 (June 2003)

Industrial Relations Service (2003d) ‘The effective recruitment of managers’, IRS Employment
Review, No. 759, September

Industrial Relations Service (2003e) ‘The effective recruitment of computer staff’, IRS
Employment Review, No. 760, October

Industrial Relations Service (2003f) ‘The effective recruitment of sales staff’, IRS Employment
Review, No. 761, October

The IDS and IRS publications regularly feature articles and surveys about recruitment prac-
tices in UK organisations. The case studies they write are especially useful.
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CHAPTER 7

SELECTION METHODS AND
DECISIONS

1 EXPLAIN THE IMPORTANCE OF VIEWING SELECTION AS A TWO-WAY PROCESS

2 EXAMINE THE DEVELOPMENT AND USE OF SELECTION CRITERIA

3 EVALUATE THE RANGE OF SELECTION METHODS THAT ARE AVAILABLE (INTERVIEWING WILL BE DEALT WITH
IN DETAIL IN THE INTERACTIVE SKILLS SECTION OF THE FOCUS ON SKILLS AT THE END OF PART Il) AND
CONSIDER THE CRITERIA FOR CHOOSING DIFFERENT METHODS

4 REVIEW APPROACHES TO SELECTION DECISION MAKING

5 EXPLAIN HOW SELECTION PROCEDURES CAN BE VALIDATED
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While the search for the perfect method of selection continues, in its absence HR and
line managers continue to use a variety of imperfect methods to aid the task of pre-
dicting which applicant will be most successful in meeting the demands of the job,
and/or be the best fit with the work group and culture of the organisation. Selection
is increasingly important as more attention is paid to the costs of poor selection,
in a very competitive market for talent. This context has promoted greater attention
to the applicant’s perspective and increasing use of technology in selection. In addi-
tion equal opportunities legislation has underlined the importance of using well-
validated selection procedures, so that the selection process discriminates fairly, and
not unfairly, between applicants. Chapters 23 and 24 deal with equal opportunity
issues.

SELECTION AS A TWO-WAY PROCESS

The various stages of the selection process provide information for decisions by both
the employer and the potential employee. While employment decisions have long
been regarded as a management prerogative there is considerable evidence that the
two-way nature of the process is now being widely acknowledged, and Lievens
et al. (2002) suggest that labour market shortages have promoted a concern for the
organisation’s image and the treatment of applicants during the recruitment and
selection process. We must also be concerned not only with the job to be done, but
also with the work and the organisational context that is offered.

Throughout the selection process applicants choose between organisations by
evaluating the developing relationship between themselves and the prospect. This
takes place in the correspondence from potential employers; in their experience of
the selection methods used by the employer; and in the information they gain on
interview. Applicants will decide not to pursue some applications. Either they will
have accepted another offer, or they will find something in their dealings with the
organisation that discourages them and they withdraw. When large numbers of
candidates withdraw it may be because the information provided by the organisation
was sufficiently detailed, accurate and realistic that they were able to make a wise
decision that they were not suited to the organisation and that time would be wasted
by continuing. On the other hand, it might be that potentially admirable recruits
were lost because of the way in which information was presented, lack of informa-
tion, or the interpretation that was put on the ‘flavour’ of the correspondence.

The frame of reference for the applicant is so different from that of the manager
in the organisation that the difference is frequently forgotten. It would not be un-
realistic to suggest that the majority of applicants have a mental picture of their
application being received by the company and immediately being closely scrutinised
and discussed by powerful figures. The fact that the application is one element in a
varied routine for the recipient is incomprehensible to some and unacceptable to
many. The thought that one person’s dream is another’s routine is something the
applicant cannot cope with.

If they have posted or emailed an application with high enthusiasm about the
fresh prospects that the new job would bring, they are in no mood for delay and they
may quickly start convincing themselves that they are not interested, because their
initial euphoria has not been sustained. If candidates get as far as interview they will
also be influenced by recruiter behaviour in deciding whether to accept a job offer, if
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one is made. Papadopoulou et al. (1996), for example, demonstrated that candidates
were influenced by the recruiter’s ability to supply adequate and accurate informa-
tion, as this is what they had expected from the interview. In addition they were
influenced by the way the recruiter managed the interaction, as well as the content,
so the recruiter’s control of the interaction, their listening ability and in particular
their ability/willingness to allow the candidate to present themselves effectively are
all important.

Some of the points that seem to be useful about interacting with the candidate are:

1 Reply, meaningfully, fast. The printed postcard of acknowledgement is not a
reply, neither is the personal letter or email which says nothing more than that the
application has been received. Web-based selection can speed things up consider-
ably (for a useful discussion see IRS 2001).

2 Conduct correspondence in terms of what the applicants want to know. How long
will they have to wait for an answer? If you ask them in for interview, how long
will it take, what will it involve, do you defray expenses, can they park their car,
how do they find you, etc.?

3 Interviewers should be trained to ensure that they have not only full knowledge of
the relevant information, but also the skills to manage the interaction effectively.

SELECTION CRITERIA AND THE PERSON SPECIFICATION

Unless the criteria against which applicants will be measured are made explicit, it is
impossible to make credible selection decisions. It will be difficult to select the most
appropriate selection procedure and approach, and it will be difficult to validate the
selection process. Selection criteria are typically presented in the form of a person
specification representing the ideal candidate, and cover such areas as skills, experi-
ence, qualifications, education, personal attributes, special attributes, interests and
motivation (IRS 2003a). Although the IRS found that person specifications were
used by three-quarters of the organisations in their study, Lievens et al. (2002) chal-
lenge the use of traditional person specifications as jobs become less defined and
constantly change. Three perspectives can be used to determine selection criteria —
organisational fit, team/functional fit and job fit.

Fit with the organisation

The organisational criteria are those attributes that an organisation considers valu-
able in its employees and that affect judgements about a candidate’s potential to be
successful within an organisation. For example, the organisation may be expanding
and innovating and require employees who are particularly flexible and adaptable.
Previously, these organisational criteria were rarely made explicit and they were
often used at an intuitive level. However, Townley (1991) argues that organisations
are increasingly likely to focus on more general attitudes and values than narrow
task-based criteria. Barclay (1999) explains how fit with the organisation is often
expressed in terms of personality, attitudes, flexibility, commitment and goals,
rather than the ability to do the specific job for which the person is being recruited.
Such organisational criteria are important where jobs are ill defined and constantly
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changing. There are also some groups who are recruited into the organisation rather
than into specific jobs or even a specific function — new/recent graduates, for exam-
ple, and, here again, organisation criteria are important.

Functional and team fit

Between the generality of the organisational criteria and the preciseness of job cri-
teria there are functional criteria, such as the definition of appropriate interpersonal
skills for all members of the HR department. Criteria may also be important when
the new appointee will have to fit into a pre-existing work team. For a useful discus-
sion of person/group fit see Werbel and Johnson 2001.

Individual job criteria

Individual job criteria contained in job descriptions and person specifications are
derived from the process of job analysis. Although it is reasonably easy to specify the
factors that should influence the personnel specification, the process by which the
specification is formed is more difficult to describe. Van Zwanenberg and Wilkinson
(1993) offer a dual perspective. They describe ‘job first — person later’ and ‘person
first — job later” approaches. The first starts with analysing the task to be done, pre-
senting this in the form of a job description and from this deriving the personal qual-
ities and attributes or competencies that are necessary to do the task. The difficulty
here is in the translation process and the constant change of job demands and tasks.
The alternative approach suggested by van Zwanenberg and Wilkinson starts with
identifying which individuals are successful in a certain job and then describing their
characteristics. There is also a trend towards making the person specification appro-
priate for a broad band of jobs rather than one particular job.

In addition to, or sometimes instead of, a person specification, many organisations
are developing a competency profile as a means of setting the criteria against which
to select. Competencies have been defined as underlying characteristics of a person
which result in effective or superior performance; they include personal skills, know-
ledge, motives, traits, self-image and social role (see Boyatzis 1982). The advantage
of competencies is that they can be used in an integrated way for selection, develop-
ment, appraisal and reward activities; and also that from them behavioural indic-
ators can be derived against which assessment can take place. For a fuller discussion
of the nature and role of competencies, see Chapter 17. Woodruffe (2000) and
Whiddett and Hollyforde (1999) are useful practical sources of information on how
to use competencies in the selection process. It should be noted, however, that using
competencies as the only selection criteria is considered to be limiting and unhelpful
(see, for example, Brittain and Ryder (1999) and Whiddett and Kandola (2000)).

Write a brief job description and a person specification for the anti-rape detective job
as described in case 7.1 on the website.
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CHOOSING SELECTION METHODS

It is unusual for one selection method to be used alone. A combination of two or
more methods is generally used, and the choice of these is dependent upon a number
of factors:

1 Selection criteria for the post to be filled. For example, group selection methods
and assessment centre activities would be most useful for certain types of job, such
as managerial, professional, supervisory and those who will be part of self-
managing teams.

2 Acceptability and appropriateness of the methods. For the candidates involved, or
likely to be involved, in the selection. The use, for example, of intelligence tests
may be seen as insulting to applicants already occupying senior posts.

3 Abilities of the staff involved in the selection process. This applies particularly in
the use of tests and assessment centres. Only those staff who are appropriately
qualified by academic qualification and/or attendance on a recognised course may
administer psychological tests.

4 Administrative ease. For administrative purposes it may be much simpler, say, to
arrange one or two individual interviews for a prospective candidate than to
organise a panel consisting of four members, all needing to make themselves avail-
able at the same time. Web-based testing may save much administrative time, par-
ticularly when there are large numbers of candidates.

5 Time factors. Sometimes a position needs to be filled very quickly, and time may
be saved by using telephone or video-based interviews, or organising individual
interviews rather than group selection methods, which would mean waiting for a
day when all candidates are available.

6 Accuracy. Accuracy in selection generally increases in relation to the number of
appropriate selection methods used (see, for example, IRS 2002a).

7 Cost. Tests may cost a lot to set up but once the initial outlay has been made they
are reasonably cheap to administer. Assessment centres would involve an even
greater outlay and continue to be fairly expensive to administer. Interviews, on the
other hand, cost only a moderate amount to set up in terms of interviewer train-
ing and are fairly cheap to administer. For the costlier methods great care needs to
be taken in deciding whether the improvement in selection decision making would
justify such costs.

SELECTION METHODS
Application forms

Growing use is being made of the application form as a basis for employment deci-
sions, and the CIPD (2003) found that they were used in 80 per cent of the organ-
isations they surveyed. For a long time the application form was not suitable for use
in that way; it was a personal details form, which was intended to form the nucleus
of the personnel record for the individual when they began work. As reservations
grew about the validity of interviews for employment purposes, the more product-
ive use of the application form was one of the avenues explored for improving the
quality of decisions.
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Forms were considered to act as a useful preliminary to employment interviews
and decisions, either to present more information that was relevant to such delib-
erations, or to arrange such information in a standard way. This made sorting of
applications and shortlisting easier and enabled interviewers to use the form as the
basis for the interview itself, with each piece of information on the form being taken
and developed in the interview. While there is heavy use of CVs for managerial and
professional posts, many organisations, especially in the public sector, require both
— off-putting to the applicant but helpful to the organisation in eliciting compar-
able data from all applicants.

The application form has been extended by some organisations to take a more
significant part in the employment process. One form of extension is to ask for very
much more, and more detailed, information from the candidate.

Another extension of application form usage has been in weighting, or biodata.
Biodata have been defined by Anderson and Shackleton (1990) as ‘historical and
verifiable pieces of information about an individual in a selection context usually
reported on application forms’. Biodata are perhaps of most use for large organ-
isations filling fairly large numbers of posts for which they receive extremely high
numbers of applications. This method is an attempt to relate the characteristics of
applicants to characteristics of a large sample of successful job holders. The obvious
drawbacks of this procedure are, first, the time that is involved and the size of sam-
ple needed, so that it is only feasible where there are many job holders in a particu-
lar type of position. Second, it smacks of witchcraft to the applicants who might
find it difficult to believe that success in a position correlates with being, inter alia,
the first born in one’s family. Such methods are not currently well used and Taylor
(1998) notes the controversial nature and high development costs. In addition the
1998 Data Protection Act prohibits the use of an automated selection process (which
biodata invariably are) as the only process used at any stage in the procedure.

Generally, application forms are used as a straightforward way of giving a stand-
ardised synopsis of the applicant’s history. This helps applicants present their case by
providing them with a predetermined structure, it speeds the sorting and shortlisting
of applications and it guides the interviewers as well as providing the starting point
for personnel records. There remain concerns about the reliability of applications
forms and CVs and this issue is dealt with in case study 7.2 on the website. Applica-
tion forms are increasingly available electronically; this not only speeds up the pro-
cess but also enables ‘key word’ searches of the data on the forms (for alternative
ways in which this may be carried out see Mohamed et al. (2001)), but there are
questions about the legality of this method when used alone.

Using application forms electronically at KPMG

KPMG introduced e-selection for graduates in 2000. The driving forces were company
image and quicker and smarter recruitment. They first attempted to use the existing
application form in electronic format, and then printed out completed forms. They
found this unsatisfactory and developed some more radical ideas. The existing
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Self-assessment and peer assessment

There is increasing interest in providing more information to applicants concerning
the job. This may involve a video, an informal discussion with job holders or further
information sent with the application form. This is often termed giving the pro-
spective candidate a ‘realistic job preview’ (Wanous 1992), enabling them to assess
their own suitability to a much greater extent. However, the CIPD survey (2003)
found that only 2 per cent of organisations have taken the opportunity to provide a
self-selection questionnaire on the company website. Another way of achieving this
is by asking the candidates to do some form of pre-work. This may also involve ask-
ing them questions regarding their previous work experiences which would relate
to the job for which they are applying.

WINDOW ON PRACTICE
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Telephone interviewing

Telephone interviews can be used if speed is particularly important, and if geograph-
ical distance is an issue, as interviews with appropriate candidates can be arranged
immediately. CIPD (2003) report that 28 per cent of organisations use this method
of selection. There is evidence that telephone interviews are best used as a part of a
structured selection procedure, rather than alone — generally in terms of pre-selection
for a face-to-face interview. However, they may also have in important role when
selecting for jobs in which telephone manner is critical such as call centre and con-
tact centre staff. IRS (2002c) report problems such as lack of non-verbal information
and difficulties getting hold of the applicant. However, positive aspects have been
reported, such as concentration on content rather than the person. From an applic-
ant perspective IDS found that face-to-face interviews are preferred.

WINDOW ON PRACTICE
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ACTIVITY 7.2

Testing

The use of tests in employment procedures is surrounded by strong feelings for and
against. Those in favour of testing in general point to the unreliability of the interview
as a predictor of performance and the greater potential accuracy and objectivity of
test data. Tests can be seen as giving credibility to selection decisions. Those against
them either dislike the objectivity that testing implies or have difficulty in incorpor-
ating test evidence into the rest of the evidence that is collected. Questions have been
raised as to the relevance of the tests to the job applied for and the possibility of
unfair discrimination and bias. Also, some candidates feel that they can improve
their prospects by a good interview performance and that the degree to which they
are in control of their own destiny is being reduced by a dispassionate routine.

Tests remain heavily used, and the key issue debated currently is the extent to
which tests should be administered over the web (see, for example, IRS 2002a). IRS
reported (in 2003b) that 80 per cent of organisations studied used ability tests and
85 per cent used personality tests, although the CIPD (2003) with a larger sample
found much lower figures (around 45 per cent for both). IRS found that testing is
more likely to be used for management, professional and graduate jobs (2003b) —
although as testing on the web becomes more common it is likely to be used for a
wider range of jobs.

Tests are chosen on the basis that test scores relate to, or correlate with, subse-
quent job performance, so that a high test score would predict high job performance
and a low test score would predict low job performance.

WINDOW ON PRACTICE
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Critical features of test use
Validity

Different types of validity can be applied to psychological tests. Personnel managers
are most concerned with predictive validity, which is the extent to which the test can
predict subsequent job performance. Predictive validity is measured by relating the
test scores to measures of future performance, such as error rate, production rate,
appraisal scores, absence rate or whatever criteria are important to the organisation.
Sometimes performance is defined as the level of the organisation to which the indi-
vidual has been promoted — so the criteria here are organisational rather than job
specific. If test scores relate highly to future performance, however defined, then the
test is a good predictor.

Reliability

The reliability of a test is the degree to which the test measures consistently whatever
it does measure. If a test is highly reliable, then it is possible to put greater weight on
the scores that individuals receive on the test. However, a highly reliable test is of no
value in the employment situation unless it also has high validity.

Use and interpretation

Tests need to be used and interpreted by trained or qualified testers. Test results,
especially personality tests, require very careful interpretation as some aspects of
personality will be measured that are irrelevant to the job. The British Psychological
Society (BPS) can provide a certificate of competence for occupational testing at
levels A and B. Both the BPS and CIPD have produced codes of practice for occupa-
tional test use. It is recommended that tests are not used in a judgemental, final
way, but to stimulate discussion with the candidate based on the test results and that
feedback is given to candidates.

In addition it is recommended in the CIPD code that test data alone should not be
used to make a selection decision (which could contravene the 1998 Data Protection
Act), but should always be used as part of a wider process where inferences from test
results can be backed up by other sources. Norm tables and the edition date of a test
are also important features to check. For example Ceci and Williams (2000) warn
that intelligence is a relative concept and that the norm tables change over time — so
using an old test with old norm tables may be misleading.

Problems with using tests
A number of problems can be incurred when using tests.

1 In the last section we commented that a test score that was highly related to per-
formance criteria has good validity. The relationship between test scores and
performance criteria is usually expressed as a correlation coefficient (r). If » = 1
then test scores and performance would be perfectly related; if » = 0 there is
no relationship whatsoever. A correlation coefficient of » = 0.4 is comparatively
good in the testing world and this level of relationship between test scores and
performance is generally seen as acceptable. Tests are, therefore, not outstanding
predictors of future performance.
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2 Validation procedures are very time consuming, but are essential to the effective
use of tests. There are concerns that with the growth of web testing, new types of
tests, such as emotional intelligence tests, are being developed without sufficient
validation (Tulip 2002).

3 The criteria that are used to define good job performance in developing the test are
often inadequate. They are subjective and may account to some extent for the
mediocre correlations between test results and job performance.

4 Tests are often job specific. If the job for which the test is used changes, then the
test can no longer be assumed to relate to job performance in the same way. Also,
personality tests only measure how individuals see themselves at a certain time
and cannot therefore be reliably reused at a later time.

5 Tests may not be fair as there may be a social, sexual or racial bias in the ques-
tions and scoring system. People from some cultures may, for example, be unused
to ‘working against the clock’.

6 Increasingly organisations are using competencies as a tool to identify and develop
the characteristics of high performance. However, as Fletcher (1996) has pointed
out, it is difficult to relate these readily to psychological tests. Rogers (1999)
reports research which suggests the two approaches are compatible — but there is
little evidence to support this so far.

WINDOW ON PRACTICE

ACTIVITY 7.3
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Types of test for occupational use
Aptitude tests

People differ in their performance of tasks, and tests of aptitude (or ability) measure
an individual’s potential to develop in either specific or general terms. This is in con-
trast to attainment tests, which measure the skills an individual has already acquired.
When considering the results from aptitude tests it is important to remember that
a simple relationship does not exist between a high level of aptitude and a high
level of job performance, as other factors, such as motivation, also contribute to job
performance.

Aptitude tests can be grouped into two categories: those measuring general mental
ability or general intelligence, and those measuring specific abilities or aptitudes.

General intelligence tests

Intelligence tests, sometimes called mental ability tests, are designed to give an indica-
tion of overall mental capacity. A variety of questions are included in such tests,
including vocabulary, analogies, similarities, opposites, arithmetic, number exten-
sion and general information. Ability to score highly on such tests correlates with the
capacity to retain new knowledge, to pass examinations and to succeed at work.
However, the intelligence test used would still need to be carefully validated in terms
of the job for which the candidate was applying. And Ceci and Williams (2000) note
that intelligence is to some extent determined by the context — so an individual’s test
score may not reflect capacity to act intelligently. Indeed practical intelligence, asso-
ciated with success in organisations, may be different from the nature of intelligence

as measured by tests (Williams and Sternberg 2001). Examples of general intelligence
tests are found in IDS (2000).

Special aptitude tests

There are special tests that measure specific abilities or aptitudes, such as spatial
abilities, perceptual abilities, verbal ability, numerical ability, motor ability (manual
dexterity) and so on. An example of a special abilities test is the Critical Reasoning
Test developed by Smith and Whetton (see IDS 2000).

Trainability tests

Trainability tests are used to measure a potential employee’s ability to be trained,
usually for craft-type work. The test consists of the applicants doing a practical task
that they have not done before, after having been shown or ‘trained” how to do it.
The test measures how well they respond to the ‘training’ and how their performance
on the task improves. Because it is performance at a task that is being measured,
these tests are sometimes confused with attainment tests; however, they are more
concerned with potential ability to do the task and response to training.
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Attainment tests

Whereas aptitude tests measure an individual’s potential, attainment or achievement
tests measure skills that have already been acquired. There is much less resistance to
such tests of skills. Few candidates for a secretarial/administrative post would refuse
to take a typing speed test, or a test on “Word’, ‘PowerPoint’ or ‘Excel’ software
before interview. The candidates are sufficiently confident of their skills to welcome
the opportunity to display them and be approved. Furthermore, they know what
they are doing and will know whether they have done well or badly. They are in con-
trol, while they feel that the tester is in control of intelligence and personality tests as
the candidates do not understand the evaluation rationale. Attainment tests are often
devised by the employer.

Personality tests

The debate still rages as to the importance of personality for success in some jobs and
organisations. The need for personality assessment may be high but there is even
more resistance to tests of personality than to tests of aptitude, partly because of the
reluctance to see personality as in any way measurable. There is much evidence
to suggest that personality is also context dependent, and Iles and Salaman (1995)
also argue that personality changes over time. Both of these factors further com-
plicate the issue. Personality tests are mainly used for management, professional and
graduate jobs, although there is evidence of their use when high-performance teams
are developed.

Theories of human personality vary as much as theories of human intelligence.
Jung, Eysenck and Cattell, among others, have all proposed different sets of factors/
traits which can be assessed to describe personality. Based on research to date
Robertson (2001) argues that it is now possible to state that there are five basic
building blocks of personality: extroversion/introversion; emotional stability; agree-
ableness; conscientiousness and openness to new experiences.

It is dangerous to assume that there is a standard profile of ‘the ideal employee’
(although this may fit nicely with theories of culture change) or the ideal personality
for a particular job, as the same objectives may be satisfactorily achieved in
different ways by different people. Another problem with the use of personality tests
is that they rely on an individual’s willingness to be honest, as the socially acceptable
answer or the one best in terms of the job are seemingly easy to pick out, although
‘lie detector’ questions are usually built in. Ipsative® tests may seek to avoid the
social desirability problem by using a different test structure — but other problems
arise from this approach. Dalen ez al. (2001) did show that tests are manipulable but
not sufficiently for the candidate to match an ideal profile, and that such manipula-
tion would be exposed by detection measures within the test. There is a further prob-
lem that some traits measured by the test will not be relevant in terms of performance
on the job. Myers—Briggs is a well used personality test; for details see McHenry
(2002). There is at the time of writing an interest in emotional intelligence — tests
measure self-awareness, self-motivation, emotional control, empathy and the ability
to understand and inspire others.

* Ipsative tests require the candidate to make a choice, usually between two statements or adjectives,
rather than allowing the candidate to answer, for example, ‘true’ or ‘false’ against every statement.
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WINDOW ON PRACTICE

Group selection methods and assessment centres
Group methods

The use of group tasks to select candidates is not new — the method dates back to the
Second World War — but such measures have gained greater attention through their
use in assessment centres. Plumbley (1985) describes the purpose of group selection
methods as being to provide evidence about the candidate’s ability to:

e get on with others;

e influence others and the way they do this;

o express themselves verbally;

think clearly and logically;
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e argue from past experience and apply themselves to a new problem;

e identify the type of role they play in group situations.

These features are difficult on the whole to identify using other selection methods
and one of the particular advantages of group selection methods is that they provide
the selector with examples of behaviour on which to select. When future job perfor-
mance is being considered it is behaviour in the job that is critical, and so selection
using group methods can provide direct information on which to select rather than
indirect verbal information or test results. The increasing use of competencies and
behavioural indicators, as a way to specifiy selection criteria, ties in well with the use
of group methods.

Plumbley (1985) identifies three main types of group task that can be used, each
of which would be observed by the selectors:

1 Leaderless groups: A group of about 6-8 individuals are given a topic of general
interest to discuss.

2 Command or executive exercises: The members of the group are allocated roles in
an extensive brief based on a real-life situation. Each member outlines his or her
solution on the basis of their role and defends it to the rest of the group.

3 Group problem solving: The group is leaderless and has to organise itself in order
to solve, within time limits, a problem that is relevant to the job to be filled. Such
tasks may be developed into business games and case studies.

Group selection methods are most suitable for management, graduate and some-
times supervisory posts. One of the difficulties with group selection methods is that
it can be difficult to assess an individual’s contribution, and some people may be
unwilling to take part.

To what extent does a person’s behaviour on these group selection tasks accurately
reflect behaviour on the job? Why?

Assessment centres

Assessment centres incorporate multiple selection techniques, and group selection
methods outlined above form a major element, together with other work simulation
exercises such as in-basket tasks, psychological tests, a variety of interviews and pre-
sentations. Assessment centres are used to assess, in depth, a group of broadly sim-
ilar applicants, using a set of competencies required for the post on offer and a series
of behavioural statements which indicate how these competencies are played out in
practice. Even assuming that the competencies for the job in question have already
been identified, assessment centres require a lengthy design process to select the
appropriate activities so that every competency will be measured via more than one
task. IRS (2002d) note that assessment centres have been proven to be one of the
most effective ways of selecting candidates — this is probably due to the use of mul-
tiple measures.
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Day One
Times Activity Who is involved
9.30-10.00 Introduction to centre All
10.00-10.45 General discussion — given topics All
10.45-11.15 Coffee
11.15-12.00 General intelligence test All
12.00-12.30 One-to-one interviews (30 mins each) Candidates A, B, C
12.30-1.30 Lunch
1.30-2.00 One-to-one interviews (30 mins each) Candidates B, E, C
2.00-2.45 Spatial reasoning test All
2.45-3.15 Coffee
3.15-4.00 Personality test All
4.00-4.30 One-to-one interviews (30 mins each) Candidates C, F, D
Day Two
Times Activity Who is involved
9.30-10.15 Verbal reasoning test All
10.15-10.45 One-to-one interviews (30 mins each) Candidates D, A, F
10.45-11.15 Coffee
11.15-12.00 Critical thinking test All
12.00-12.30 One-to-one interviews (30 mins each) Candidates E, B, A
12.30-1.30 Lunch
1.30-3.00 In-tray exercise All
3.00-3.30 Coffee
3.30—4.00 One-to-one interviews (30 mins each) Candidates F, D, E

Note: Based on six candidates (A, B, C, D, E, F) and three assessors.

A matrix is usually developed to show how the required competencies and the
activities link up together. In terms of running the centre sufficient well-trained asses-
sors will be needed, usually based on the ratio of one assessor for two candidates to
ensure that the assessor can observe each candidate sufficiently carefully. Lists of
competencies and associated behaviours will need to be drawn up as checklists and
a careful plan will need to be made of how each candidate will move around the dif-
ferent activities — an example of which is found in Figure 7.1. Clearly candidates will
need to be very well briefed both before and at the start of the centre.

At the end of the procedure the assessors have to come to agreement on a cumu-
lative rating for each individual, related to job requirements, taking into account all
the selection activities. The procedure as a whole can then be validated against job
performance rather than each separate activity. The predictive validities from such
procedures are not very consistent, but there is a high ‘face validity’ — a feeling that
this is a fairer way of selecting people. Reliability can also be improved by the qual-
ity of assessor training, careful briefing of assessors and a predetermined structured
approach to marking. The chief disadvantages of these selection methods are that
they are a costly and time-consuming procedure, for both the organisation and the
candidates. The time commitment is extended by the need to give some feedback to
candidates who have been through such a long procedure which involves psycho-
logical assessment — although feedback is still not always available for candidates.
There is evidence of increasing use of assessment centres and CIPD (2003) reports
that 47.5 per cent of organistaions in its survey used such centres for selection.
Some organisations have been improving their centres (see IRS 2002d) by making the
activities more connected or by using longer simulations or scenarios which are a
reflection of real-life experience on the job, and are carrying out testing separately
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from the centre. Some are assessing candidates against the values of the company
rather than a specific job, in view of the rapid change in the nature of jobs, and
others, such as Britvic, are running a series of assessment centres which candidates
must attend, rather than only one. A helpful text relating competency profiles and
assessment centre activities is Woodruffe (2000) and IDS (2002) provides examples
of different company experiences.

Work sampling/portfolios

Work sampling of potential candidates for permanent jobs can take place by assess-
ing candidates’ work in temporary posts or on government training schemes in the
same organisation. For some jobs, such as photographers and artists, a sample of
work in the form of a portfolio is expected to be presented at the time of interview.
Kanter (1989) suggests that managers and professionals should also be developing
portfolios of their work experiences and achievements as one way of enhancing their
employability.

References

One way of informing the judgement of managers who have to make employment
offers to selected individuals is the use of references. Candidates provide the names
of previous employers or others with appropriate credentials and then prospective
employers request them to provide information. Reference checking is increasing
as organisations react to scandals in the media and aim to protect themselves from
rogue applicants (IRS 2002e). There are two types: the factual check and the char-
acter reference.

The factual check

The factual check is fairly straightforward as it is no more than a confirmation of
facts that the candidate has presented. It will normally follow the employment inter-
view and decision to offer a post. It simply confirms that the facts are accurate. The
knowledge that such a check will be made — or may be made — will help focus the
mind of candidates so that they resist the temptation to embroider their story.

The character reference

The character reference is a very different matter. Here the prospective employer
asks for an opinion about the candidate before the interview so that the information
gained can be used in the decision-making phases. The logic of this strategy is impec-
cable: who knows the working performance of the candidate better than the previ-
ous employer? The wisdom of the strategy is less sound, as it depends on the writers
of references being excellent judges of working performance, faultless communic-
ators and — most difficult of all - disinterested. The potential inaccuracies of decisions
influenced by character references begin when the candidate decides who to cite.
They will have some freedom of choice and will clearly choose someone from whom
they expect favourable comment, perhaps massaging the critical faculties with such
comments as: ‘I think references are going to be very important for this job’ or “You
will do your best for me, won’t you?’
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Other methods

A number of other less conventional methods such as physiognomy, phrenology,
body language, palmistry, graphology and astrology have been suggested as possible
selection methods. While these are fascinating to read about there is little evidence to
suggest that they could be used effectively. Thatcher (1997) suggests that the use of
graphology is around 10 per cent in Holland and Germany and that it is regularly
used in France; in the UK he found nine per cent of small firms (with fewer than 100
employees), one per cent of medium-sized firms (100-499 employees) and five per
cent of larger firms used graphology as a selection method. In 1990 Fowler suggested
that the extent of use of graphology is much higher in the UK than reported figures
indicate, as there is some reluctance on the part of organisations to admit that they
are using graphology for selection purposes. There are also concerns about the qual-
ity of graphologists — who can indeed set themselves up with no training whatsoever.
The two main bodies in this field in the UK are the British Institute of Graphology
and the International Graphology Association and both these organisations require
members to gain qualifications before they can practise.

WINDOW ON PRACTICE
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ACTIVITY 7.5

FINAL SELECTION DECISION MAKING

The selection decision involves measuring each candidate against the selection
criteria defined in the person specification, and not against each other. A useful tool
to achieve this is the matrix in Figure 7.2. This is a good method of ensuring that
every candidate is assessed against each selection criterion and in each box in the
matrix the key details can be completed. The box can be used whether a single
selection method was used or multiple methods. If multiple methods were used and
contradictory information is found against any criterion, this can be noted in the
decision-making process.

When more than one selector is involved there is some debate about how to
gather and use the information and judgement of each selector. One way is for each
selector to assess the information collected separately, and then for all selectors
to meet to discuss assessments. When this approach is used, there may be some
very different assessments, especially if the interview was the only selection method
used. Much heated and time-consuming debate can be generated, but the most use-
ful aspect of this process is sharing the information in everyone’s matrix to under-
stand how judgements have been formed. This approach is also helpful in training
interviewers.

An alternative approach is to fill in only one matrix, with all selectors contributing.
This may be quicker, but the drawback is that the quietest member may be the one
who has all the critical pieces of information. There is a risk that all the information
may not be contributed to the debate in progress. Iles (1992), referring to assessment
centre decisions, suggests that the debate itself may not add to the quality of the
decision, and that taking the results from each selector and combining them is just
as effective.

Selection criteria Candidate 1 | Candidate 2 | Candidate 3 | Candidate 4
Criterion a
Criterion b
Criterion ¢
Criterion d
Criterion e

General comments

Figure 7.2 A selection decision-making matrix
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We have already mentioned how test scores may be validated against eventual job
performance for each individual in order to discover whether the test score is a good
predictor of success in the job. In this way we can decide whether the test should be
used as part of the selection procedure. The same idea can be applied to the use of
other individual or combined selection methods.

The critical information that is important for determining validity is the selection
criteria used, the selection processes used, an evaluation of the individual at the time
of selection and current performance of the individual.

Unfortunately we are never in a position to witness the performance of rejected
candidates and compare this with those we have employed. However, if a group of
individuals are selected at the same time, for example, graduate trainees, it will be
unlikely that they were all rated equally highly in spite of the fact that they were all
considered employable. It is useful for validation purposes if a record is made of the
scores that each achieved in each part of the selection process. Test results are easy
to quantify, and for interview results a simple grading system can be devised.

Current performance includes measures derived from the job description, together
with additional performance measures:

1 Measures from the job description: quantitative measures such as volume of sales,
accuracy, number of complaints and so on may be used, or qualitative measures
such as relations with customers and quality of reports produced.

2 Other measures: these may include appraisal results, problems identified, absence
data and, of course, termination.

Current performance is often assessed in an intuitive, subjective way, and while
this may sometimes be useful it is no substitute for objective assessment.

Selection ratings for each individual can be compared with eventual performance
over a variety of time periods. Large discrepancies between selection and perform-
ance ratings point to further investigation of the selection criteria and methods
used. The comparison of selection rating and performance rating can also be used to
compare the appropriateness of different selection criteria, and the usefulness of dif-
ferent selection methods.

How would you validate the selection process for the anti-rape detective job as
described in case 7.1 on the website?
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SUMMARY PROPOSITIONS

71

GENERAL DISCUSSION TOPICS

1 It could be argued that the selection process identifies candidates who are competent in the
selection process rather than candidates who are most competent to perform the job on
offer. Discuss this in relation to all forms of selection.

2 ‘It is unethical and bad for business to make candidates undergo a selection assessment
centre without providing detailed feedback and support.” Discuss.

FURTHER READING

International Journal of Selection and Assessment, Vol. 11, No. 2/3, June/September 2003
This is a special edition of the journal and it is devoted to the role of technology in shaping
the future of staffing and assessment. Contains some highly relevant articles, including, for
example, using technology in the recruiting, screening and selection process; applicant and
recruiter reactions to technology; internet-based personality testing and privacy in internet-
based selection systems.

IRS (2002) ‘Of good character: supplying references and providing access’, Employment
Review, No. 754, 24 June, pp. 34-6
Second of a two-part series on references — this one concentrating on providing references
and employee access to references about them. Useful to read this in conjunction with
No. 752,27 Mayj, entitled “The check’s in the post” which focuses on the legal position and on
the content and nature of references.

Strudwick, L. (2002) Training for Assessment Centres. Aldershot: Gower

A good resource pack, although expensive. Includes the development of exercises, roles of
assessors, competencies, the nature of evidence, observation and recording techniques, plan-
ning and organising the centre.
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CHAPTER 8

STAFF RETENTION

1 EXAMINE RECENT TRENDS IN JOB TENURE AND TURNOVER IN THE UK

2 ASSESS THE ARGUMENTS FOR AND AGAINST INVESTING RESOURCES IN STAFF TURNOVER REDUCTION
PROGRAMMES

3 OUTLINE THE MAIN REASONS FOR VOLUNTARY RESIGNATIONS

4 SET OUT HOW STAFF TURNOVER CAN BE COSTED

5 EXPLORE SOME APPROACHES WHICH IMPROVE STAFF RETENTION RATES
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The last three chapters focused on the processes used to mobilise a workforce: activ-
ities which are often expensive and time consuming. It is estimated that the costs
associated with recruiting and training a new employee average between half and
one and a half times the annual salary for the post in question, depending on the
approaches used (Thompson 2000). In this chapter we consider the most important
way in which human resource managers seek to reduce the time and money spent on
these activities, namely by trying to ensure that people choose not to leave an organ-
isation voluntarily in the first place.

The extent of interest in employee retention issues varies over time as labour
markets become successively tighter and looser depending on economic conditions.
In recent years, as unemployment has fallen, making it harder to recruit staff with
the necessary skills and attitudes, the subject has again moved up the HRM agenda.
This has led to the publication of several new books and articles exploring how
organisations can ensure that they have the best chance of retaining the people they
employ. The authors tend to take one of two distinct perspectives on the subject.
The first focuses on the organisation as a whole, tracking staff turnover rates over
time, benchmarking the figures against industry or regional averages and developing
organisational policy aimed at improving retention generally. The second, illustrated
in recent work by Hiltrop (1999), Woodruffe (1999), Williams (2000) and Cappelli
(2000), concentrates primarily on retaining high-performing key players. Each of
these authors uses the expression ‘the war for talent’ to illustrate the significance
and difficulty faced by those competing for the services of individuals who have the
capacity to make a real difference to an organisation’s competitive position. While
the methods put forward to reduce turnover are similar in each case, the second
group advocate more sophisticated retention practices aimed specifically at those
whose talents are the most scarce.

Employee retention becomes an important item on the HRM agenda when
organisations are faced with skills shortages. When labour is in reasonably good
supply leavers can easily be replaced by new starters.

Aside from working harder at retaining staff, what alternative approaches could be
adopted to help staff an organisation when the skills it requires are in short supply?

In recent years there has been a mismatch between the rhetoric about job tenure
and the reality. Much mileage continues to be made by some consultants, academics
and management gurus out of the claim that ‘there are no longer any jobs for life’,
suggesting that the length of time we spend working for organisations has fallen
substantially in recent years. In fact this is a misleading claim. Detailed analyses of
data from the New Earnings Survey, the General Household Survey and the British
Labour Force Survey show that relatively little actually changed in terms of employee
retention during recent decades (see Gregg and Wadsworth 1999). Turnover always
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Year Male job tenure Female job tenure Average tenure
1975 6 years, 6 months 3 years, 7 months 4 years, 9 months
1985 7 years, 2 months 3 years, 10 months 5 years, 6 months
1990 6 years 3 years, 9 months 4 years, 4 months
1995 6 years, 10 months 4 years, 6 months 5 years, 7 months
1998 5 years, 9 months 4 years, 4 months 4 years, 10 months

Source: Table compiled from data in P. Gregg and J. Wadsworth (1999) ‘Job tenure, 1975-98’, in P. Gregg and
J. Wadsworth (eds) The State of Working Britain. Manchester: Manchester University Press, p. 115.

rises when the economy is strong and jobs are plentiful because there are more oppor-
tunities available for people to change employers. Conversely, during recessions staff
turnover falls because relatively few attractive permanent positions are advertised.
These trends are reflected in Table 8.1 which shows how job tenure rates fluctuated
for men and women between 1975 and 1998 while the overall tenure rate for the UK
as a whole remained stable. What happened over this period is that male tenure rates
fell as men in their fifties and early sixties took early retirement or accepted redund-
ancy packages, while job tenure among women rose. Gregg and Wadsworth (1999,
p- 116) show that the biggest increase has been among women with children. In 1975,
on average, they remained in a job for 20 months; the figure in 1998 was 46 months.
This reflects the greater propensity of women during this period to return to work
following maternity leave and the improved career opportunities available to them.

These trends continue today. Table 8.2 shows that long periods of job tenure
remain the norm for a substantial portion of the working population. People tend to
move from employer to employer early on in their careers, often staying in one
employment for just a few months. But once they find a job (or an employer) that
they like, the tendency is to remain for several years. ‘Jobs for life’ have, in truth,
always been a relative rarity, but the evidence suggests that they remain a reality for
many employees, despite the predictions of the management gurus. Nearly a third of
workers have been in their current jobs for over ten years.

The overall figures mask substantial differences between tenure and turnover rates
in different industries. Studies undertaken annually by the Chartered Institute of

Length of service % of the workforce
0-3 months: 6%
3-6 months: 6%
6—12 months: 10%
1-2 years: 12%
2-5 years: 21%
5-10 years: 15%
10-20 years: 19%
Over 20 years: 10%

Source: Labour Market Trends (2001), ‘Length of time continuously
employed by occupation and industry’, Labour Market Trends, February.
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Personnel and Development persistently show retailing and catering to be the sectors
with the highest turnover levels, with rates averaging over 40 per cent in recent years.
By contrast the most stable workforces are to be found in the public services, where
reported annual turnover rates are only 10 or 11 per cent (CIPD 2003, p. 9). Rates
also vary from region to region and over time, being highest when and where aver-
age pay levels are highest and unemployment is low, and between different pro-
fessions. As a rule, the more highly paid a person is, the less likely they are to switch
jobs, but there remain some highly paid professions such as sales where turnover
is always high. It is also interesting to observe how much more inclined younger
workers are to switch jobs than their older colleagues. Macaulay (2003) recently
calculated what proportion of employees had completed more than a year’s service
with their employer. For the over-fifties the figure was 86 per cent, for the 18-24 age
group it was only 51 per cent.

Why do you think staff turnover rates are so much higher in some industries than
others? Make a list of the different factors you consider may account for variations.

There is some debate about the level which staff turnover rates have to reach in order
to inflict measurable damage on an employer. The answer varies from organisation
to organisation. In some industries it is possible to sustain highly successful busi-
nesses with turnover rates that would make it impossible to function in other sectors.
Some chains of fast food restaurants, for example, are widely reported as managing
with turnover rates in excess of 300 per cent. This means that the average tenure for
each employee is only four months (Ritzer 1996, p. 130; Cappelli 2000, p. 106), yet
the companies concerned are some of the most successful in the world. By contrast,
in a professional services organisation, where the personal relationships established
between employees and clients are central to ongoing success, a turnover rate in
excess of 10 per cent is likely to cause damage to the business.

There are sound arguments that can be made in favour of a certain amount of staff
turnover. First, it is fair to say that organisations need to be rejuvenated with ‘fresh
blood’ from time to time if they are to avoid becoming stale and stunted. This is
particularly true at senior levels, where new leadership is often required periodically
to drive change forward. More generally, however, new faces bring new ideas and
experiences which help make organisations more dynamic. Second, it is possible to
argue that a degree of turnover helps managers to keep firmer control over labour
costs than would otherwise be the case. This is particularly true of organisations
which are subject to regular and unpredictable changes in business levels. When
income falls it is possible to hold back from replacing leavers until such time as
it begins to pick up again. In this way organisations are able to minimise staffing
budgets while maintaining profit levels during leaner periods. Redundancy bills are
also lower in organisations with relatively high staff turnover because they are able
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to use natural wastage as the main means of reducing their workforce before com-
pulsory lay-offs are needed. Third, it can be plausibly argued that some employee
turnover is ‘functional’ rather than ‘dysfunctional’ because it results in the loss of
poor performers and their replacement with more effective employees.

The arguments against staff turnover are equally persuasive. First are the sheer
costs associated with replacing people who have left, ranging from the cost of plac-
ing a recruitment advertisement, through the time spent administering and con-
ducting the selection process, to expenses required in inducting and training new
employees. On top of these there are less easily measurable losses sustained as a
result of poorer performance on the part of less experienced employees. For larger
organisations employing specialist recruiters these costs can add up to millions of
pounds a year, with substantial dividends to be claimed from a reduction in staff
turnover levels by a few percentage points. The second major argument in favour
of improving staff retention results from a straightforward recognition that people
who leave represent a lost resource in whom the organisation has invested time and
money. The damage is all the greater when good people, trained and developed at
the organisation’s expense, subsequently choose to work for competitors. Finally, it
is argued that high turnover rates are symptomatic of a poorly managed organisa-
tion. They suggest that people are dissatisfied with their jobs or with their employer
and would prefer to work elsewhere. It thus sends a negative message to customers
and helps create a poor image in the labour market, making it progressively harder
to recruit good performers in the future.

We may thus conclude that the case for seeking to reduce staff turnover varies
from organisation to organisation. Where replacement employees are in plentiful
supply, where new starters can be trained quickly and where business levels are
subject to regular fluctuation it is possible to manage effectively with a relatively high
level of turnover. Indeed, it may make good business sense to do so if the expend-
iture required to increase employee retention is greater than the savings that would
be gained as a result. In other situations the case for taking action on turnover rates
is persuasive, particularly where substantial investment in training is required before
new starters are able to operate at maximum effectiveness. Companies which achieve
turnover rates below their industry average are thus likely to enjoy greater competit-
ive advantage than those whose rates are relatively high.

TURNOVER ANALYSIS AND COSTING

There is little that an organisation can do to manage turnover unless there is an
understanding of the reasons for it. Information about these reasons is notoriously
difficult to collect. Most commentators recommend exit interviews (that is, inter-
views with leavers about their reasons for resigning), but the problem here is whether
the individual will feel able to tell the truth, and this will depend on the culture of
the organisation, the specific reasons for leaving and support that the individual will
need from the organisation in the future in the form of references. Despite their dis-
advantages, exit interviews may be helpful if handled sensitively and confidentially —
perhaps by the HR department rather than the line manager. In addition, analyses
of turnover rates between different departments and different job groups may well
shed some light on causes of turnover. Attitude surveys can also provide relevant
information.
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WINDOW ON PRACTICE

People leave jobs for a variety of different reasons, many of which are wholly
outside the power of the organisation to influence. One very common reason for
leaving, for example, is retirement. It can be brought forward or pushed back for a
few years, but ultimately it affects everyone. In many cases people leave for a mix-
ture of reasons, certain factors weighing more highly in their minds than others. The
following is one approach to categorising the main reasons people have for volun-
tarily leaving a job, each requiring a different kind of response from the organisation.

Outside factors

Outside factors relate to situations in which someone leaves for reasons that are
largely unrelated to their work. The most common instances involve people moving
away when a spouse or partner is relocated. Others include the wish to fulfil a long-
term ambition to travel, pressures associated with juggling the needs of work and
family and illness. To an extent such turnover is unavoidable, although it is possible
to reduce it somewhat through the provision of career breaks, forms of flexible
working and/or childcare facilities.

Functional turnover

The functional turnover category includes all resignations which are welcomed by
both employer and employee alike. The major examples are those which stem from
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an individual’s poor work performance or failure to fit in comfortably with an
organisational or departmental culture. While such resignations are less damaging
than others from an organisation’s point of view they should still be regarded as lost
opportunities and as an unnecessary cost. The main solution to the reduction of
functional turnover lies in improving recruitment and selection procedures so that
fewer people in the category are appointed in the first place. However, some poorly
engineered change management schemes are also sometimes to blame, especially
where they result in new work pressures or workplace ethics.

Push factors

With push factors the problem is dissatisfaction with work or the organisation, lead-
ing to unwanted turnover. A wide range of issues can be cited to explain such resig-
nations. Insufficient development opportunities, boredom, ineffective supervision,
poor levels of employee involvement and straightforward personality clashes are the
most common precipitating factors. Organisations can readily address all of these
issues. The main reason that so many fail to do so is the absence of mechanisms
for picking up signs of dissatisfaction. If there is no opportunity to voice concerns,
employees who are unhappy will inevitably start looking elsewhere.

Pull factors

The opposite side of the coin is the attraction of rival employers. Salary levels are
often a factor here, employees leaving in order to improve their living standards. In
addition there are broader notions of career development, the wish to move into new
areas of work for which there are better opportunities elsewhere, the chance to work
with particular people, and more practical questions such as commuting time. For
the employer losing people as a result of such factors there are two main lines of
attack. First, there is a need to be aware of what other employers are offering and to
ensure that as far as possible this is matched — or at least that a broadly comparable
package of pay and opportunities is offered. The second requirement involves trying
to ensure that employees appreciate what they are currently being given. The em-
phasis here is on effective communication of any ‘unique selling points’ and of the
extent to which opportunities comparable to those offered elsewhere are given.

What are the most common reasons?

Taylor and his colleagues (2002) interviewed 200 people who had recently changed
employers about why they left their last jobs. They found a mix of factors at work in
most cases but concluded that push factors were a great deal more prevalent than
pull factors as causes of voluntary resignations. Very few people appear to leave
jobs in which they are broadly happy in search of something even better. Instead the
picture is overwhelmingly one in which dissatisfied employees seek alternatives
because they no longer enjoy working for their current employer.

Interestingly this study found relatively few examples of people leaving for finan-
cial reasons. Indeed more of the interviewees took pay cuts in order to move from
one job to another than said that a pay rise was their principal reason for switching
employers. Other factors played a much bigger role:
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1 Dissatisfaction with the conditions of work, especially hours

2 A perception that they were not being given sufficient career development
opportunities

3 A bad relationship with their immediate supervisor
This third factor was by far the most commonly mentioned in the interviews, lend-

ing support to the often stated point that people leave their managers and not their
organisations.

ACTIVITY 8.3

Costing

When deciding what kind of measures to put in place in order to improve staff reten-
tion generally or the retention of particular individuals, organisations need to bal-
ance the costs involved against those that are incurred as a direct result of voluntary
resignations. Although it is difficult to cost turnover accurately, it is possible to reach
a fair estimate by taking into account the range of expenses involved in replacing one
individual with another. Once a figure has been calculated for a job, it is relat-
ively straightforward to compute the savings to be gained from a given percentage
reduction in annual turnover rates. Figure 8.1 shows the approach to turnover cost-
ing recommended by Hugo Fair (1992).

STAFF RETENTION STRATEGIES

The straightforward answer to the question of how best to retain staff is to provide
them with a better deal, in the broadest sense, than they perceive they could get by
working for alternative employers. Terms and conditions play a significant role,
but other factors are often more important. For example, there is a need to provide
jobs which are satisfying, along with career development opportunities, as much
autonomy as is practicable and, above all, competent line management. Indeed, at
one level, most of the practices of effective human resource management described
in this book can play a part in reducing turnover. Organisations which make use
of them will enjoy lower rates than competitors who do not. Below we look at six
measures that have been shown to have a positive effect on employee retention,
focusing particularly on those practices which are not covered in any great depth
elsewhere in the book.
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Enter number of employees (a),
Enter average weekly wage £
Multiply (a) x (b) £
Multiply (c) x 52 £

Enter current turnover rate % (e
Multiply (e) x (a) (f) = Staff loss p.a.

Enter average number of days to replace

Multiplier rate for overtime/temps.

Multiply (b) x (h) £
Multiply (f) x (g) x [(i)/5] £

Preparation and interview time per applicant (days)
Shortlisted applicants per position

Enter average manager weekly wage £ m),

Multiply () x (k) x (I) x [(m)/5] £ n) = Interview time costs
Enter average recruitment fees % (0),

Multiply (d) x (e) x (o) £ (p) = Recruitment fee costs
Length of induction training (days) (a),

Frequency of this training (p.a.) (r),

Multiply [(b)/5] x (q) x [(f) + ()] £ (s) = Induction training cost
Duration of learning curve (months) (1),

Enter non-productive element % (u),

Multiply (d) x (e) x [(t)/12] x (u) £
Multiply (t) x (u) (months) £
Multiply (d) x (e) x (h) x [(w)/12] £
Multiply (g) x [(b)/5] x (f) £

£

)
y) = Salary savings
Add (j) + () + () + (8) + (V) + (x) = (¥) @

= Turnover cost p.a.

Potential cost saving

Enter expected turnover reduction % (1),

Multiply (z) x [(1)/(e)] £ (2) = Labour turnover savings
Enter reduction in replacement time % (3),

Multiply (j) x (3) £ (4) = Added cover savings
Add (2) + (4) £ (5) = Total savings p.a.

Source: H. Fair (1992) Personnel and Profit: The pay-off from people, p. 41. London: IPM. Used with permission of
CIPD Publications.

Pay

There is some debate in the retention literature about the extent to which raising
pay levels reduces staff turnover. On the one hand there is evidence to show that, on
average, employers who offer the most attractive reward packages have lower attri-
tion rates than those who pay poorly (Gomez-Mejia and Balkin 1992, pp. 292-4),
an assumption which leads many organisations to use pay rates as their prime
weapon in retaining staff (Cappelli 2000, pp. 105-6; IRS 2000a, p. 10; IRS 2000b,
p- 9). On the other, there is questionnaire-based evidence which suggests that pay is
a good deal less important than other factors in a decision to quit one’s job (Bevan
et al. 1997, p. 25; Hiltrop 1999, p. 424). The consensus among researchers special-
ising in retention issues is that pay has a role to play as a satisfier, but that it will not
usually have an effect when other factors are pushing an individual towards quitting.
Raising pay levels may thus result in greater job satisfaction where people are already
happy with their work, but it will not deter unhappy employees from leaving. Sturges
and Guest (1999), in their study of leaving decisions in the field of graduate employ-
ment, summed up their findings as follows:
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As far as they are concerned, while challenging work will compensate for pay, pay will never
compensate for having to do boring, unstimulating work. (Sturges and Guest 1999, p. 19)

Recent research findings thus appear to confirm the views expressed by Herzberg
(1966) that pay is a ‘hygiene factor’ rather than a motivator. This means that it can
be a cause of dissatisfaction at work, but not of positive job satisfaction. People may
be motivated to leave an employer who is perceived as paying badly, but once they
are satisfied with their pay additional increases have little effect.

The other problem with the use of pay increases to retain staff is that it is an
approach that is very easily matched by competitors. This is particularly true of
‘golden handcuff arrangements which seek to tie senior staff to an organisation for
a number of years by paying substantial bonuses at a defined future date. As Cappelli
(2000, p. 106) argues, in a buoyant job market, recruiters simply ‘unlock the hand-
cuffs’ by offering equivalent signing-on bonuses to people they wish to employ.

It is important that employees do not perceive their employers to be treating them
inequitably. Provided pay levels are not considerably lower than those paid by an
organisation’s labour market competitors, other factors will usually be more import-
ant contributors towards high turnover levels. Where the salaries that are paid are
already broadly competitive, little purpose is served by increasing them further. The
organisation may well make itself more attractive in recruitment terms, but the effect
on staff retention will be limited. Moreover, of course, wage costs will increase.

There is potentially more to be gained from enhancing benefits packages, because
these are less easily imitated or matched by competitors. Where particular benefits,
such as staff discounts, holiday entitlements or private healthcare schemes, are appre-
ciated by staff, they are more likely to have a positive effect on staff turnover than
simply paying higher base wages. Potentially the same is true of pension schemes, which
are associated with relatively high levels of staff retention. However, the research
evidence suggests that except for older employees who have completed many years
of service, most pension schemes are not sufficiently valued by staff to cause them
to stay in a job with which they are dissatisfied (Taylor 2000). Arguably, the best
way of using benefits to keep a lid on staff turnover is to move towards flexible
schemes such as those discussed in Chapter 29. An employer which allows individual
employees to choose how they make up their own remuneration package will gen-
erally be more attractive than one which only offers a ‘one size fits all’ set of benefits.

The case for arguing that pay rates have a relatively minor role to play in explaining
individual resignations rests partly on the assumption that other elements of the
employment relationship are more important. It is argued that people will ‘trade in’
high pay in order to secure other perceived benefits and that consequently low-paying
employers can retain staff effectively.

What other factors do you think employees consider to be more important than
pay? What role can the HRM function play in helping to develop these?
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Managing expectations

For some years research evidence has strongly suggested that employers benefit from
ensuring that potential employees gain a ‘realistic job preview’ before they take up a
job offer. The purpose is to make sure that new staff enter an organisation with their
eyes wide open and do not find that the job fails to meet their expectations. A major
cause of job dissatisfaction, and hence of high staff turnover, is the experience of
having one’s high hopes of new employment dashed by the realisation that it is not
going to be as enjoyable or stimulating as anticipated.

Several researchers have drawn attention to the importance of these processes
in reducing high turnover during the early months of employment (e.g. Wanous
1992, pp. 53-87; Hom and Griffeth 1995, pp. 193-203). The need is to strike a
balance at the recruitment stage between sending out messages which are entirely
positive and sending out those which are realistic. In other words, it is important not
to mislead candidates about the nature of the work that they will be doing.

Realistic job previews are most important when candidates, for whatever reason,
cannot know a great deal about the job for which they are applying. This may be
because of limited past experience or it may because the job is relatively unusual
and not based in a type of workplace with which job applicants are familiar. An
example quoted by Carroll ez al. (1999, p. 246) concerns work in nursing homes,
which seems to attract people looking to undertake a caring role but who are un-
familiar with the less attractive hours, working conditions and job duties associated
with the care assistant’s role. The realistic job preview is highly appropriate in such
a situation as a means of avoiding recruiting people who subsequently leave within
a few weeks.

The importance of unmet expectations as an explanation for staff turnover is also
stressed by Sturges and Guest (1999, pp. 16 and 31) in their work on the retention
of newly recruited graduates. Here the problem is one of employers overselling
graduate careers when competing with others to secure the services of the brightest
young people:

False impressions are given and a positive spin put on answers to questions so as to
deter able applicants from taking up alternative offers. As a result, graduates start work
confident in the belief that their days will be filled with interesting work, that they will

be treated fairly and objectively in terms of performance assessment, that their career
development will be fostered judiciously, and that their working lives will in some way be
‘fun’ and ‘exciting’. That is fine if it really can be guaranteed. Unfortunately such is often
not the case, and unsurprisingly it leads to early dissatisfaction and higher turnover rates
than are desirable. (Jenner and Taylor 2000, p. 155)

A solution, aside from the introduction of more honest recruitment literature, is
to provide periods of work experience for students before they graduate. A summer
spent working somewhere is the best possible way of finding out exactly what a
particular job or workplace is really like. The same argument can be deployed in sup-
port of work experience for young people who are about to leave school in order to
enter the job market.
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Induction

Another process often credited with the reduction of turnover early in the employ-
ment relationship is the presence of effective and timely induction. It is very easy to
overlook in the rush to get people into key posts quickly and it is often carried out
badly, but it is essential if avoidable early turnover is to be kept to a minimum. Gregg
and Wadsworth (1999, p. 111) show in their analysis of 870,000 workers starting
new jobs in 1992 that as many as 17 per cent had left within three months and
42 per cent within 12 months. No doubt a good number of these departures were
due either to poorly managed expectations or to ineffective inductions.

Induction has a number of distinct purposes, all of which are concerned with
preparing new employees to work as effectively as possible and as soon as is pos-
sible in their new jobs. First, it plays an important part in helping new starters to
adjust emotionally to the new workplace. It gives an opportunity to ensure that they
understand where things are, who to ask when unsure about what to do and how
their role fits into the organisation generally. Second, induction provides a forum
in which basic information about the organisation can be transmitted. This may
include material about the organisation’s purpose, its mission statement and the key
issues it faces. More generally a corporate induction provides a suitable occasion to
talk about health and safety regulations, fire evacuation procedures and organisa-
tional policies concerning matters like the use of telephones for private purposes.
Third, induction processes can be used to convey to new starters important cultural
messages about what the organisation expects and what employees can expect in
return. It thus potentially forms an important stage in the establishment of the psy-
chological contract, leaving new employees clear about what they need to do to
advance their own prospects in the organisation. All these matters will be picked up
by new starters anyway in their first months of employment, but incorporating them
into a formal induction programme ensures that they are brought up to speed a good
deal quicker, and that they are less likely to leave at an early date.

There is no ‘right’ length for an induction programme. In some jobs it can be
accomplished effectively in a few days, for others there is a need for some form of
input over a number of weeks. What is important is that individuals are properly
introduced both to the organisation and to their particular role within it. These
introductons are usually best handled by different people. Organisational induc-
tion, because it is given to all new starters, is normally handled centrally by the HR
department and takes place in a single place over one or two days. Job-based induc-
tion takes longer, will be overseen by the individual’s own line manager and will
usually involve shadowing colleagues. The former largely takes the form of a pre-
sentation, while the latter involves the use of a wider variety of training methods. IRS
(2000c, pp. 10-12) draws attention to the recent development of web-based train-
ing packages which allow new employees to learn about their organisations and their
jobs at their own pace, when they get the opportunity.

Family-friendly HR practices

Labour Force Survey statistics show that between 5 per cent and 10 per cent of
employees leave their jobs for ‘family or personal reasons’ (IRS 1999, p. 6), while
Hom and Griffeth (19935, p. 252) quote American research indicating that 33 per
cent of women quit jobs to devote more time to their families — a response given by
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WINDOW ON PRACTICE

only one per cent of men. To these figures can be added those quoted by Gregg and
Wadsworth (1999, p. 116) which show average job tenure among women with chil-
dren in the UK to be over a year shorter than that of women without children and
almost two years shorter than that of men. These statistics suggest that one of the
more significant reasons for voluntary resignations from jobs is the inability to
juggle the demands of a job with those of the family. They indicate that there is a
good business case, particularly where staff retention is high on the agenda, for con-
sidering ways in which employment can be made more family friendly.

As a result of legislation under the Working Time Regulations 1998, the Employ-
ment Relations Act 1999 and the Employment Act 2002, UK employers are now
obliged by law to provide the following as a minimum floor of rights:

e 26 weeks’ maternity leave for all employees with more than six months’ service
paid according to a formula set out in the Act;

e an additional 26 weeks’ unpaid maternity leave for employees with over a year’s
service;

e reasonable paid time off for pregnant employees to attend ante-natal clinics;

e specific health and safety measures for workers who are pregnant or have recently
given birth;

e four weeks’ paid holiday each year;

e a total of three months’ unpaid parental leave for mothers and fathers on the birth
or adoption of a child;

e reasonable unpaid time off for employees to deal with family emergencies such as
the sickness of a child or dependent relative;

e consideration of reasonable requests by parents of young children to work flexibly;

e two weeks’ paid paternity leave for new fathers.

Many employers, however, have decided to go a good deal further down this road
than is required by law. The most common example is the provision of more paid
maternity leave and the right, where possible, for mothers to return to work on a
part-time or job-share basis if they so wish. Créche provision is common in larger
workplaces, while others offer childcare vouchers instead. Career breaks are offered
by many public sector employers, allowing people to take a few months off without
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pay and subsequently to return to a similar job with the same organisation. Flexitime
systems such as those described in Chapter 4 are also useful to people with families
and may thus serve as a retention tool in some cases. In the USA the literature indic-
ates growing interest in ‘elder care’ arrangements (Lambert 2000) aimed specifically
at providing assistance to those seeking to combine work with responsibility for the
care of elderly relatives. An example in the UK is the ‘granny créche’ established by
Peugeot for employees at its plant in Coventry. You can read much more about these
and other work-life-balance initiatives in Chapter 32.

Training and development

There are two widely expressed, but wholly opposed, perspectives on the link
between training interventions and employee turnover. On the one hand is the argu-
ment that training opportunities enhance commitment to an employer on the part of
individual employees, making them less likely to leave voluntarily than they would if
no training were offered. The alternative view holds that training makes people more
employable and hence more likely to leave in order to develop their careers else-
where. The view is thus put that money spent on training is money wasted because
it ultimately benefits other employers.

Green et al. (2000, pp. 267-72) report research on perceptions of 1,539 employees
on different kinds of training. They found that the overall effect is neutral, 19 per
cent of employees saying that training was ‘more likely to make them actively look
for another job” and 18 per cent saying it was less likely to do so. However, they also
found the type of training and the source of sponsorship to be a significant variable.
Training which is paid for by the employer is a good deal less likely to raise job
mobility than that paid for by the employee or the government. Firm-specific train-
ing is also shown in the study to be associated with lower turnover than training
which leads to the acquisition of transferable skills. The point is made, however, that
whatever the form of training an employer can develop a workforce which is both
‘capable and committed’ by combining training interventions with other forms of
retention initiative.

The most expensive types of training intervention involve long-term courses of
study such as an MBA, CIPD or accountancy qualification. In financing such courses,
employers are sending a very clear signal to the employees concerned that their con-
tribution is valued and that they can look forward to substantial career advancement
if they opt to stay. The fact that leaving will also mean an end to the funding for the
course provides a more direct incentive to remain with the sponsoring employer.

Improving the quality of line management

If it is the case that many, if not most, voluntary resignations are explained by
dissatisfaction on the part of employees with their supervisors, it follows that the
most effective means of reducing staff turnover in organisations is to improve the
performance of line managers. Too often, it appears, people are promoted into
supervisory positions without adequate experience or training. Organisations seem
to assume that their managers are capable supervisors, without recognising that the
role is difficult and does not usually come naturally to people. Hence it is common
to find managers who are ‘quick to critise but slow to praise’, who are too tied up in
their own work to show an interest in their subordinates and who prefer to impose
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their own solutions without first taking account of their staff’s views. The solution is
to take action on various fronts to improve the effectiveness of supervisors:

o select people for line management roles following an assessment of their super-
visory capabilities;

ensure that all newly appointed line managers are trained in the art of effective
supervision;

e regularly appraise line managers on their supervisory skills.

This really amounts to little more than common sense, but such approaches are the
exception to the rule in most UK organisations.

WINDOW ON PRACTICE

SUMMARY PROPOSITIONS

8.1
8.2

8.3

8.4
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GENERAL DISCUSSION TOPICS
1 What are the main reasons for the trends in job tenure illustrated in Table 8.1?

2 Staff turnover is generally low during recessions, but it increases substantially in firms
which get into financial difficulty. What factors account for this phenomenon?

3 Think about your own experiences at work or those of close friends and family. What were
the key factors that affected decisions to leave a particular job? What, if anything, could the
employer have done to ensure that no resignation took place?

FURTHER READING

Chartered Institute of Personnel and Development (annual) Labour Turnover Survey.
London: CIPD

Confederation of British Industry (annual) Absence and Labour Turnover Survey. London: CBI
Each year the CIPD and the CBI carry out major surveys looking at staff turnover across the
UK. They report the labour turnover rates among different groups as well as estimates of
turnover costs. Many smaller surveys covering specific employee groups (like graduates) or
particular industries are also published annually. IRS Employment Review always carries a
number of ‘benchmarking turnover’ articles towards the end of the year which report the key
findings from all these surveys.

Hom, P. and Griffeth, R. (1995) Employee Turnover. Cincinnati, Ohio: South Western
College Publishing

This is by far the best source of information about academic research on turnover and staff
retention issues. It is now out of print, but the same authors” more recent book, Griffeth, R. and
Hom P. (2001) Retaining Valued Employees, Thousand Oaks, Cal.: Sage, is widely available.

Taylor S. (2002) The Employee Retention Handbook. London: CIPD

This is a useful source of information about UK research on the topic. It contains chapters
focusing on measuring and costing turnover, identifying the causes of turnover and several
looking at different strategies for improving retention rates.
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CHAPTER 9

ENDING THE CONTRACT

1 OUTLINE THE FRAMEWORK IN WHICH THE LAW OF UNFAIR DISMMISSAL OPERATES

2 SET OUT THE MAJOR REASONS FOR WHICH AN EMPLOYER CAN AND CANNOT LAWFULLY DISMISS EMPLOYEES

3 EXPLAIN THE CONCEPT OF ‘REASONABLENESS’ IN UNFAIR DISMISSAL CASES AND ITS SIGNIFICANCE

4 REVIEW THE LAW ON DISMISSALS ON GROUNDS OF CAPABILITY, MISCONDUCT AND REDUNDANCY

5 DESCRIBE THE OPERATION OF THE LAW OF CONSTRUCTIVE DISMISSAL AND THE LAW OF WRONGFUL
DISMISSAL

6 REVIEW SOME CURRENT TRENDS IN RETIREMENT PRACTICE



Chapter 9 Ending the contract

In the last chapter we looked at situations in which employees decide to end their
contracts of employment by giving their employers notice. Here we focus on circum-
stances when the contract is brought to an end by the employer through a dismissal
of one kind or another, something that over a million employees experience in the
UK each year (DT 1999). In some cases employees are happy to leave (or at least not
unhappy) such as when they are retiring or when they are due to receive a large
redundancy payment. More common, however, are situations where the person
dismissed is distinctly unhappy about the contract being brought to an end. When
someone feels that they have been treated unfairly in terms of the reason for, or the
manner of, their dismissal they can take their case to an employment tribunal. In
practice, between five per cent and ten per cent of all dismissed workers who qualify
do bring such claims (DTI 1999). If someone wins their case they may ask to be rein-
stated, but will usually settle for a compensation payment. The size of such awards
is not generally substantial (around £3,000 on average), but occasionally people are
awarded larger sums. Whatever the final outcome there are often additional legal
costs for the employer to bear, not to mention the loss of a great deal of management
time. An organisation’s reputation as a good employer can also be damaged by
adverse publicity arising from such cases. Employers generally take careful account
of the requirements of the law when dismissing employees. The alternative is to
run the risk of being summoned to an employment tribunal and possibly losing the
case. To a great extent the law therefore effectively determines practice in the field of
dismissal.

In the UK there are three forms of dismissal claim that can be brought to a
tribunal. Rights associated with the law of wrongful dismissal are the longest estab-
lished. A person who claims wrongful dismissal complains that the way that they
were dismissed breached the terms of their contract of employment. Constructive
dismissal occurs when someone feels forced to resign as a direct result of their
employer’s actions. In this area the law aims to deter employers from seeking to
avoid dismissing people by pushing them into resignation. The third category, unfair
dismissal, is by far the most common. It is best defined as a dismissal which falls short
of the expectations of the law as laid down in the Employment Rights Act 1996.

UNFAIR DISMISSAL

The law of unfair dismissal dates from 1971, since when it has been amended a num-
ber of times. Although new additions and the outcomes of leading cases have made
it more complex than it was originally, the basic principles have stood the test of time
and remain in place. The latest major changes were contained in the Statutory
Dispute Resolution Regulations which came into effect in 2004. Their aim was to
reduce the number of claims being brought before employment tribunals by provid-
ing strong incentives for employers and employees to exhaust internal disciplinary
and grievance procedures first. These regulations also adjusted the position of the
law in respect of dismissals that are for justified reasons but which are carried out
using an incomplete or deficient procedure.

In most circumstances the right to bring a claim of unfair dismissal applies to
employees who have completed a year’s continuous service with their employer
on the date their contract was terminated. This allows the employer a period of
12 months to assess whether or not an individual employee is suitable before the
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freedom to dismiss is restricted. For a number of years until 1999 the time limit was
two years. In reducing the period, the government brought an additional 2.8 million
more people within the scope of unfair dismissal law (DTI 1999).

At the time of writing (2004) the right not to be unfairly dismissed was not avail-
able for people who were over the age of 65 or ‘the normal retiring age’ in a par-
ticular employment. However, it is very likely that such provisions will be removed
from the statutes or extended by some years to 70 or 75 as a result of new meas-
ures on age discrimination that are due to come into effect from October 2006.

Restrictions on qualification apply except where the reason for the dismissal is one
of those listed below which are classed as ‘automatically unfair’ or ‘inadmissible’.
A further requirement is that the claim form is lodged at the tribunal office before
three months have elapsed from the date of dismissal. Unless there are circumstances
justifying the failure to submit a claim before the deadline, applications received after
three months are ruled out of time.

Before a case comes to tribunal, officers of the Advisory, Conciliation and
Arbitration Service (ACAS) will often try to help the parties reach a settlement. The
papers of all cases lodged with the employment tribunals’ offices are sent to ACAS
with a view to conciliation taking place ahead of a tribunal hearing. As a result the
majority of cases either get settled or are withdrawn without the need for the parties
to attend a full hearing.

When faced with a claim of unfair dismissal, and where it is not disputed that a
dismissal took place, an employment tribunal asks two separate questions:

1 Was the reason for the dismissal one which is classed by the law as legitimate?

2 Did the employer act reasonably in carrying out the dismissal?

Where the answer to the first question is ‘no’, there is no need to ask the second
because the dismissed employee will already have won his or her case. Interestingly
the burden of proof shifts as the tribunal moves from considering the first to the
second question. It is for the employer to satisfy the tribunal that it dismissed the
employee for a legitimate reason. The burden of proof then becomes neutral when
the question of reasonableness is addressed.

Consider the working activities of some of your colleagues (and perhaps your
own working activities). What examples are there of behaviour that you feel justify
dismissal? Make a list of your ideas and check them when you have finished this
chapter and see how many might be classified by a tribunal as unfair dismissals.

Automatically unfair reasons

Certain reasons for dismissal are declared in law to be inadmissable or automatically
unfair. Where the tribunal finds that one of these was the principal reason for the dis-
missal, they find in favour of the claimant (i.e. the ex-employee) whatever the circum-
stances of the case. In practice, therefore, there is no defence that an employer can
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make to explain its actions that will be acceptable to the tribunal. Some of these relate
to other areas of employment law such as non-discrimination, working time and the
minimum wage, which are discussed in more detail elsewhere in this book. The list
of automatically unfair reasons for dismissal has grown steadily in recent years as
new employment rights have come on to the statute book; in 2004 it was as follows:
e on grounds of sex, marital status or gender reassignment;

e on racial grounds;

e on grounds of disability (unless objectively justified);

e on grounds of sexual orientation;

e on grounds of religion or belief;

e on grounds of having committed a criminal offence where the conviction is spent;
e on grounds of pregnancy or maternity;

e on grounds of being a part-time worker;

e for exercising the right to parental leave or time off for dependants;

e for carrying out duties as a safety representative;

e for carrying out duties as a pension fund trustee;

e for refusing to work on a Sunday (retail workers only);

e for taking part, or proposing to take part, in lawful trade union activity;

e for joining or refusing to join a trade union;

e for taking part in official industrial action (i.e. organised and approved by a trade
union executive) during the first eight weeks that the action takes place;

e for refusing to work in unsafe conditions;
e for asserting a statutory right.

This last provision relates to the various other employment protection rights set
out in statute. It is designed to ensure that no one is victimised by being dismissed
(unfairly or constructively) simply because they sought to exercise their rights under
employment law.

The following are the principal Acts covered:

e Trade Union and Labour Relations (Consolidation) Act 1992

e Employment Rights Act 1996

e Working Time Regulations 1998

e Public Interest Disclosure Act 1998 (often known as the “Whistleblowers’ Act’)
e National Minimum Wage Act 1998

e Tax Credits Act 1999

e Employment Relations Act 1999

e Employment Act 2002

A further situation which is classed as automatically unfair is a dismissal which
occurs directly as a result of a business changing hands (known as a transfer of
undertakings case). Dismissals for this reason will be judged as unfair by employ-
ment tribunals unless it can be shown that the dismissals were for economic, tech-

nical or organisational reasons. Unlike the other automatically unfair dismissals,
transfer of undertakings cases can only be brought by ex-employees who have
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completed a year’s continuous service and are under the ‘normal’ age of retirement
at the time of their dismissal.

Under the Dispute Resolution Regulations 2004 the government added to the list
a further situation in which a dismissal could be found automatically unfair after the
completion of a year’s service. This is where someone is dismissed without the
employer first having initiated the following basic three-step procedure:

o Step 1: The employer sends the employee a letter setting out the nature of the
circumstances that may lead to the employee’s dismissal.

e Step 2: The employer invites the employee to a meeting to discuss the issue at
which both parties put their views across. After the meeting the employer informs
the employee about the outcome. If it is to dismiss, then the right of appeal is
confirmed.

o Step 3: The employee exercises their right to appeal and a further meeting is held
for this purpose.

In exceptional cases of gross misconduct employers are permitted to omit stage 2
of this procedure. This does not, however, make the dismissal fair, it just means that
it is not automatically unfair. A failure to investigate properly or hold a hearing
would mean that such a dismissal would usually be found to have been carried out
unreasonably.

Potentially fair reasons

From an employer’s perspective it is important to be able to satisfy the tribunal that
the true reason for the dismissal was one of those reasons classed as potentially fair
in unfair dismissal law. Only once this has been achieved can the second question
(the issue of reasonableness) be addressed. The potentially fair grounds for dismissal
are as follows:

e Lack of capability or qualifications: if an employee lacks the skill, aptitude or
physical health to carry out the job, then there is a potentially fair ground for
dismissal.

e Misconduct: this category covers the range of behaviours that we examine in
considering the grievance and discipline processes: disobedience, absence, insub-
ordination and criminal acts. It can also include taking industrial action.

e Redundancy: where an employee’s job ceases to exist, it is potentially fair to
dismiss the employee for redundancy.

e Statutory bar: when employees cannot continue to discharge their duties without
breaking the law, they can be fairly dismissed. Most cases of this kind follow dis-
qualification of drivers following convictions for speeding, drunk or dangerous
driving. Other common cases involve foreign nationals whose work permits have
been terminated.

e Some other substantial reason: this most intangible category is introduced in order
to cater for genuinely fair dismissals for reasons so diverse that they could not
realistically be listed. Examples have been security of commercial information
(where an employee’s husband set up a rival company) or employee refusal to
accept altered working conditions.

e Dismissals arising from official industrial action after eight weeks have passed.

184



Chapter 9 Ending the contract

Determining reasonableness

Having decided that potentially fair grounds for the dismissal exist, the tribunal then
proceeds to consider whether the dismissal is fair in the circumstances. There are two
questions: was the decision reasonable in the circumstances, and was the dismissal
carried out in line with the procedure? When considering the first, tribunal members
pay particular attention to consistency of treatment, seeking to satisfy themselves
that the dismissed employee has not been treated more severely than others have
been in similar circumstances. They are also required to have regard to the size and
resources of the employer concerned. Higher standards are thus expected of a large
PLC with a well-staffed HR department than of a small owner-managed business
employing a handful of people. The former, for example, might be expected to give
two or three warnings and additional training before dismissing someone on grounds
of incapability. One simple warning might suffice in a small business which relied
heavily on an acceptable level of performance from the individual concerned.

The significance attached to procedure has varied over the years. Until 1987
employers were able to argue successfully that although the procedure used was
deficient in some respects, the outcome was not affected. This changed following the
judgment of the House of Lords in the leading case of Polkey v. AE Dayton Services
(1987). This particular case concerned the fairness of a redundancy when the
employer had failed to consult the employee and had also failed to give proper
notice. In giving judgment Lord Mackay ruled that the fact that consultation would
have made no difference to the final outcome did not render the dismissal fair.
Henceforth, tribunals were obliged to find dismissals unfair where the employer had
not completed a proper procedure before making the final decision to dismiss.
Typical procedural defects were identified as follows by Earnshaw (1997):

e no chance given to the applicants to give an explanation;
e dismissal without any prior disciplinary hearing;
e no procedure in cases involving senior staff;
e the procedure used did not comply with the respondent’s own rules;
e unwillingness to have a procedure because of disliking formality; and
e no chance for the applicant to rectify their shortcomings.
The Dispute Resolution Regulations 2004 go some way to overturning the House
of Lords judgment in the Polkey case, but the extent to which common practice
changes will only become clear as tribunals consider cases over time and set new

precedents. In its guide to the 2004 provisions the government explained its measure
as follows:

To alter the way unfair dismissals are judged so that, provided the minimum standards
are met and the dismissal is otherwise fair, procedural shortcomings can be disregarded.
(Employers will always have to follow the basic procedures but will no longer be
penalised for irrelevant mistakes beyond that — provided the dismissal would otherwise
be fair). (Department of Trade and Industry (2003))

The standard used by the tribunal in reaching decisions about the fairness of a dis-
missal is that of the reasonable employer. Tribunal members are not required to
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judge cases on the basis of what they would have done in the circumstances or what
the best employers would have done. Instead they have to ask themselves whether
what the employer did in the circumstances of the time fell within a possible band of
reasonable responses. In practice this means that the employer wins the case if it can
show that the decision to dismiss was one that a reasonable employer might con-
ceivably have taken.

In this book we have separated the consideration of discipline from the con-
sideration of dismissal in order to concentrate on the practical aspects of discipline
(putting things right) rather than the negative aspects (getting rid of the problem).
The two cannot, however, be separated in practice and the question of dismissal
needs to be reviewed in the light of the material in Chapter 25.

WINDOW ON PRACTICE

Lack of capability or qualifications

The first aspect of capability relates to skill or aptitude. Although employers have the
right and opportunity to test an applicant’s suitability for a particular post before
that individual is engaged, or before promotion, the law recognises that mistakes
may be made so that dismissal can be an appropriate remedy for the error, if the
unsuitability is gross and beyond redemption. In order for such a dismissal to be fair
and reasonable at least one warning has to be given and a reasonable opportunity to
improve before the dismissal is implemented.
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Where an employee is going through a period of probation at the time of termina-
tion, the following are appropriate check questions:

1 Has the employer shown that reasonable steps were taken to maintain the
appraisal of the probationer through the period of probation?

2 Was there guidance by advice or warning when it would have been useful or fair
to provide it?

3 Did an appropriate person make an honest effort to determine whether the pro-
bationer came up to the required standard, after reviewing the appraisals made by
supervisors and other facts recorded about the probationer?

The employer will always need to demonstrate the employee’s unsuitability to the
satisfaction of the tribunal by producing evidence of that unsuitability. This evidence
must not be undermined by, for instance, giving the employee a glowing testimonial
at the time of dismissal or by the presence of positive appraisal reports on the indi-
vidual’s personal file. Lack of skill or aptitude is a fair ground when the lack can be
demonstrated and where the employer has not contributed to it by, for instance,
ignoring it for a long period. Normally there must be the chance to state a case and/
or improve before the dismissal will be procedurally fair. Redeployment to a more
suitable job is also an option employers are expected to consider before taking the
decision to dismiss.

The second aspect of capability is qualifications: the degree, diploma or other
paper qualification needed to qualify the individual to do the work for which they
are employed. The simple cases are those of misrepresentation, where an employee
claims qualifications he or she does not have. More difficult are the situations where
the employee cannot acquire the necessary qualifications.

WINDOW ON PRACTICE

The third aspect of employee capability is health. It is potentially fair to dismiss
someone on the grounds of ill health which renders the employee incapable of
discharging the contract of employment. Even the most distressing dismissal can be
legally admissible, provided that it is not too hasty and that there is consideration of
alternative employment. Employers are expected, however, to take account of any
medical advice available to them before dismissing someone on the grounds of
ill health. Companies with occupational health services are well placed to obtain
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detailed medical reports to help in such judgements but the decision to terminate
someone’s employment is ultimately for the manager to take and, if necessary, to
justify at a tribunal. Medical evidence will be sought and has to be carefully con-
sidered but dismissal remains an employer’s decision, not a medical decision.

Normally, absences through sickness have to be frequent or prolonged in order
for dismissal on the grounds of such absence to be judged fair, although absence
which seriously interferes with the running of a business may be judged fair even if
it is neither frequent nor prolonged. In all cases the employee must be consulted
before being dismissed.

In the leading case of Egg Stores v. Leibovici (1977) the EAT set out nine ques-
tions that have to be asked to determine the potential fairness of dismissing someone
after long-term sickness:

(a) how long has the employment lasted; (b) how long had it been expected the
employment would continue; (c) what is the nature of the job; (d) what was the nature,
effect and length of the iliness; (e) what is the need of the employer for the work to

be done, and to engage a replacement to do it; (f) if the employer takes no action,

will he incur obligations in respect of redundancy payments or compensation for unfair
dismissal; (g) are wages continuing to be paid; (h) why has the employer dismissed
(or failed to do so); and (i) in all the circumstances, could a reasonable employer have
been expected to wait any longer?

This case was of frustration of contract, and there is always an emphasis in all tri-
bunal hearings that the decision should be based on the facts of the particular
situation of the dismissal that is being considered, rather than on specific precedents.
For this reason the nine questions are no more than useful guidelines for managers
to consider: they do not constitute ‘the law’ on the matter.

A different situation is where an employee is frequently absent for short spells.
Here too it is potentially reasonable to dismiss, but only after proper consideration
of the illnesses and after warning the employee of the consequences if their attend-
ance record does not improve. As is made clear by Duggan (1999, pp. 140-1) each
case has to be decided on its own merits. Medical evidence must be sought and a
judgement reached about how likely it is that high levels of absence will continue in
the future. The fact that an employee is wholly fit at the time of his or her dismissal
does not mean that it is necessarily unfair. What matters is the overall attendance
record and its impact on the organisation.

In another leading case, that of International Sports Ltd v. Thomson (1980), the
employer dismissed an employee who had been frequently absent with a series of
minor ailments ranging from althrugia of one knee, anxiety and nerves to bron-
chitis, cystitis, dizzy spells, dyspepsia and flatulence. All of these were covered by
medical notes. (While pondering the medical note for flatulence, you will be inter-
ested to know that althrugia is water on the knee.) The employer issued a series of
warnings and the company dismissed the employee after consulting its medical
adviser, who saw no reason to examine the employee as the illnesses had no con-
necting medical theme and were not chronic. The Employment Appeals Tribunal
held that this dismissal was fair because proper warning had been given and because
the attendance record was deemed so poor as not to be acceptable to a reasonable
employer. This position was confirmed by the Court of Appeal in Wilson v. The Post
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Office (2000) where it was held to be quite acceptable, in principle, for an employer
to dismiss someone simply because of a poor absence record.

The law on ill-health dismissals was affected in important ways by the passing of
the Disability Discrimination Act 1995. In Chapter 23 we look at this important
piece of legislation in detail. Here it is simply necessary to state that dismissing some-
one who is disabled according to the definition given in the Act, without first con-
sidering whether adjustments to working practices or the working environment
would allow them to continue working, is unlawful. Reasonable adjustments might
well include tolerance of a relatively high level of absence, especially where the
employer is large enough to be able to cope perfectly well in the circumstances.
Employers are well advised to pay particular attention to disability discrimination
issues when dismissing people on the grounds of ill health because the level of com-
pensation that can be awarded by tribunals in such cases is considerably higher than
it is for unfair dismissal.

WINDOW ON PRACTICE

Misconduct

The law expects employers to make a distinction between two classes of misconduct
when dismissing employees or considering doing so.

1 Gross misconduct. This occurs when an employee commits an offence which is
sufficiently serious to justify summary dismissal. To qualify, the employee must
have acted in such a way as to have breached either an express term of their con-
tract or one of the common law duties owed by an employee to an employer (see
Chapter 4).

2 Ordinary misconduct. This involves lesser transgressions, such as minor breaches
of rules and relatively insignificant acts of disobedience, insubordination, lateness,
forgetfulness or rudeness. In such cases the employer is deemed by the courts to
be acting unreasonably if it dismisses as a result of a first offence. The dismissal
would only be fair if, having been formally warned at least once, the employee
failed to improve his/her conduct.
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Employers have a wide degree of discretion when it comes to deciding what
exactly does and does not constitute gross misconduct, and this will vary from work-
place to workplace. For example, a distinction can be made between smoking in an
office where there is a no-smoking policy (ordinary misconduct) and smoking on the
factory floor near to combustible materials (gross misconduct). While much depends
on the circumstances, the tribunals also look carefully at an employer’s established
policies on matters of conduct:

Where the disciplinary rules spell out clearly the type of conduct that will warrant
dismissal then a dismissal for this reason may be fair. Conversely, if the rules are silent
or ambiguous as to whether particular conduct warrants dismissal, a dismissal for a first
offence may be unfair. (Duggan 1999, p. 178)

It is important, therefore, for employers to set out in writing what standards of
conduct they expect, to make clear what will be regarded as ‘sackable misconduct’,
and to ensure that everyone is aware of these rules.

The second key principle in misconduct cases concerns procedure. Whether the
individual is dismissed summarily for gross misconduct or after a number of warn-
ings for ordinary misconduct, the tribunals look to see if a reasonable procedure has
been used. This basic requirement is unaffected by the Dispute Resolution
Regulations (2004) which clearly state that employers are required to adhere to basic
procedures. However, these regulations do permit employers to dispense with the
need for a disciplinary hearing in ‘extreme’ cases of gross misconduct. We look in
more detail at disciplinary procedures in Chapter 25. Here it is necessary to note the
main questions that an employment tribunal asks when faced with such cases:

1 Was the accusation thoroughly, promptly and properly investigated by managers
before the decision was made to dismiss or issue a formal warning?

2 Was a formal hearing held at which the accused employee was given the oppor-
tunity to state their case and challenge evidence brought forward by managers?

3 Was the employee concerned permitted to be accompanied at the hearing by a
colleague or trade union representative?

4 Was the employee treated consistently when compared with other employees who
had committed similar acts of misconduct in the past?

Only if the answers to all these questions is ‘yes’ will a tribunal find a dismissal
fair. They do not, however, expect employers to adhere to very high standards of
evidence gathering such as those employed by the police in criminal investigations.
Here, as throughout employment law, the requirement is for the employer to act
reasonably in all the circumstances, conforming to the principles of natural justice
and doing what it thought to be right at the time, given the available facts.

Conversely, if an employee is found guilty by court proceedings, this does not
automatically justify fair dismissal; it must still be procedurally fair and reasonable.
A theft committed off duty and away from the workforce is not necessarily grounds
for dismissal; it all depends on the nature of the work carried out by the employee
concerned. For example, it might well be reasonable to dismiss members of staff with
responsibility for cash if they commit an offence of dishonesty while off duty.



Chapter 9 Ending the contract

On the other hand, evidence that would not be sufficient to bring a prosecution
may be sufficient to sustain a fair dismissal. Clocking-in offences will normally merit
dismissal. Convictions for other offences like drug handling or indecency will only
justify dismissal if the nature of the offence will have some bearing on the work done
by the employee. For someone like an instructor of apprentices it might justify sum-
mary dismissal, but in other types of employment it would be unfair, just as it would
be unfair to dismiss an employee for a driving offence when there was no need for
driving in the course of normal duties and there were other means of transport for
getting to work.

WINDOW ON PRACTICE
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Redundancy

Dismissal for redundancy is protected by compensation for unfair redundancy,
compensation for genuine redundancy and the right to consultation before the
redundancy takes place:

An employee who is dismissed shall be taken to be dismissed by reason of redundancy
if the dismissal is attributable wholly or mainly to:

(a) the fact that his employer has ceased, or intends to cease, to carry on the business
for the purposes of which the employee was employed by him, or has ceased, or intends
to cease, to carry on that business in the place where the employee was so employed,
or

(b) the fact that the requirements of that business for employees to carry out work

of a particular kind, or for employees to carry out work of a particular kind in the place
where he was so employed, have ceased or are expected to cease or diminish.
(Employment Rights Act 1996, s. 139(1))

Apart from certain specialised groups of employees, anyone who has been continu-
ously employed for two years or more is guaranteed a compensation payment from
an employer, if dismissed for redundancy. The compensation is currently assessed on
a sliding scale relating to length of service, age and rate of pay per week. If the
employer wishes to escape the obligation to compensate, then it is necessary to show
that the reason for dismissal was something other than redundancy. The inclusion
of age in the criteria for calculating redundancy payments is likely to end with the
introduction of age discrimination law in 2006.

Although the legal rights relating to redundancy have not altered for 35 years,
there have been persistent problems of interpretation, different courts reaching
different decisions when faced with similar sets of circumstances (see IRS 2000b). In
1999 the House of Lords provided some long-needed clarification of key issues in
the cases of Murray et al. v. Foyle Meats Ltd, where it was decided that tribunals
should look at the actual facts of someone’s working situation rather than at their
written contractual terms when deciding whether or not their jobs were redundant.
In so doing it confirmed that the practice of ‘bumping’, where the employer dis-
misses a person whose job is remaining to retain the services of another employee
whose job is disappearing, is acceptable under the statutory definition. The questions
laid out by the Employment Appeals Tribunal (EAT) in Safeway v. Burrell (1997)
are thus now confirmed as those that tribunals should ask when considering these
cases:

1 Has the employee been dismissed?

2 Has there been an actual or prospective cessation or diminution in the require-
ments for employees to carry out work of a particular kind?

3 Is the dismissal wholly or mainly attributable to the state of affairs?

The employer has to consult with the individual employee before dismissal takes
place, but there is also a separate legal obligation to consult with recognised trade
unions or some other body of employee representatives where no union is recog-
nised. If 20 or more employees are to be made redundant, then the employer must
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give written notice of intention to any recognised unions concerned and the Depart-
ment of Trade and Industry (DTI) at least 30 days before the first dismissal. If it is
proposed to make more than 100 employees redundant within a three-month period,
then 90 days’ advance notice must be given. Having done this, the employer has a
legal duty to consult on the redundancies. There is no obligation to negotiate with
employees, merely to explain, listen to comments and reply with reasons. Employees
also have the right to reasonable time off with pay during their redundancy notice so
that they can seek other work.

One of the most difficult aspects of redundancy for the employer is the selection
of who should go. The traditional approach provides that people should leave on a
last-in-first-out basis, or LIFO, as this provides a rough-and-ready justice with which
it is difficult to argue. In recent years, however, an increasing number of employers
are using a mix of other criteria, including skill, competence and attendance record.
A third approach involves drawing up a new post-redundancy organisation structure
and inviting everyone to apply for the jobs that will remain. In principle all are
acceptable as far as the law is concerned provided they are carried out objectively
and consistently.

Increasingly, employers are trying to avoid enforced redundancy by a range of
strategies, such as not replacing people who leave, early retirement and voluntary
redundancy. The large scale of redundancies in recent years has produced a vari-
ety of managerial initiatives to mitigate the effects. One of the most constructive
has been a redundancy counselling or outplacement service. Sometimes this is
administered by the HR department, but many organisations use external services.
Contrary to some popular perception there is no legal requirement to offer such ser-
vices or to ask for volunteers before carrying through a programme of compulsory
redundancies.

Some other substantial reason

As the law of unfair dismissal has evolved since 1971 the most controversial area
has been the category of potentially fair dismissals known as ‘some other substantial
reason’. Many commentators see this as a catch-all or dustbin category which
enables employers to dismiss virtually anyone provided a satisfactory business case
can be made. All manner of cases have been successfully defended under this head-
ing including the following: dismissals resulting from personality clashes, pressure to
dismiss from subordinates or customers, disclosure of damaging information, the
dismissal of a man whose wife worked for a rival firm, and the dismissal of a land-
lord’s wife following her husband’s dismissal on grounds of capability.

The majority of cases brought under this heading, however, result from business
reorganisations where there is no redundancy. These often occur when the employer
seeks to alter terms and conditions of employment and cannot secure the employee’s
agreement. Such circumstances can result in the dismissal of the employee together
with an offer of re-employment on new contractual terms. Such dismissals are judged
fair provided a sound business reason exists to justify the changes envisaged. It will
usually be necessary to consult prior to the reorganisation but the tribunal will not
base its judgment on whether the employee acted reasonably in refusing new terms
and conditions. The test laid down in Hollister v. The National Farmers’ Union
(1979) by the Court of Appeal merely requires the employer to demonstrate that the
change would bring clear organisational advantage.
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WRITTEN STATEMENT OF REASONS

The Employment Rights Act 1996 (s. 92) gives employees the right to obtain from
their employer a written statement of the reasons for their dismissal, if they are dis-
missed after completing a year’s continuous service. If asked, the employer must pro-
vide the statement within 14 days. If it is not provided, the employee can complain
to an employment tribunal that the statement has been refused and the tribunal will
award the employee two weeks’ pay if they find the complaint justified. The same
right applies where a fixed-term contract is not renewed after having expired. The
employee can also complain, and receive the same award, if the employer’s reasons
are untrue or inadequate, provided that the tribunal agrees.

Such an award is in addition to anything the tribunal may decide about the unfair-
ness of the dismissal, if the employee complains about that. The main purpose of this
provision is to enable the employee to test whether there is a reasonable case for an
unfair dismissal complaint or not. Although the statement is admissible as evidence
in tribunal proceedings, the tribunal will not necessarily be bound by what the state-
ment contains. If the tribunal members were to decide that the reasons for dismissal
were other than stated, then the management case would be jeopardised.

CONSTRUCTIVE DISMISSAL

When the behaviour of the management causes the employee to resign, the ex-
employee may still be able to claim dismissal on the grounds that the behaviour of
the employer constituted a repudiation of the contract, leaving the employee with no
alternative but to resign. The employee may then be able to claim that the dismissal
was unfair. It is not sufficient for the employer simply to be awkward or whimsical;
the employer’s conduct must amount to a significant breach, going to the root of the
contract, such as physical assault, demotion, reduction in pay, change in location of
work or significant change in duties. The breach must, however, be significant, so
that a slight lateness in paying wages would not involve a breach, neither would a
temporary change in place of work.

Some of the more interesting constructive dismissal cases concern claims that
implied terms of contract have been breached, such as the employer’s duty to main-
tain safe systems of working or mutual trust and confidence.

WINDOW ON PRACTICE
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Constructive dismissal, like unfair dismissal, dates from 1971. It too only applies
to employees who have completed a year’s continuous service. The cases are harder
for employees to win and easier for employers to defend because of the need to estab-
lish that a dismissal has taken place, before issues of reasonableness in the circum-
stances are addressed. The burden of proof is on the employee to show that they were
forced into resigning as a result of a repudiatory breach on the part of the employer.

COMPENSATION FOR DISMISSAL

Having found in favour of the applicant in cases of unfair or constructive dismissal,
the tribunal can make two types of decision: either they can order that the ex-
employee be re-employed or they can award some financial compensation from the
ex-employer for the loss that the employee has suffered. Originally it was intended
that re-employment should be the main remedy, although this was not previously
available under earlier legislation. In practice, however, the vast majority of ex-
employees (over 95 per cent) want compensation.

Tribunals will not order re-employment unless the dismissed employee wants it,
and tribunals can choose between reinstatement or re-engagement. In reinstatement
the old job is given back to the employee under the same terms and conditions, plus
any increments, etc., to which the individual would have become entitled had the
dismissal not occurred, plus any arrears of payment that would have been received.
The situation is just as it would have been, including all rights deriving from length
of service, if the dismissal had not taken place. The alternative of re-engagement will
be that the employee is employed afresh in a job comparable to the last one (usually
in a different department), but without continuity of employment. The decision as
to which of the two to order will depend on assessment of the practicability of the
alternatives, the wishes of the unfairly dismissed employee and the natural justice of
the award taking account of the ex-employee’s behaviour.

Tribunals currently calculate the level of compensation under a series of headings.
First is the basic award which is based on the employee’s age and length of service.
It is calculated in the same way as statutory redundancy payments, and like them will
have to be reviewed to ensure that it complies with age discrimination law when it is
introduced in 2006:
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e half a week’s pay for every year of service below the age of 22;
e one week’s pay for every year of service between the ages of 22 and 41;

e one and a half weeks’ pay for every year of service over the age of 41.

The basic award is limited, however, because tribunals can only take into account
a maximum of 20 years’ service when calculating the figure to be awarded. A max-
imum weekly salary figure is also imposed by the Treasury. This was £270 in 2004.
The maximum basic award that can be ordered is therefore £8,100. In many cases, of
course, where the employee has only a few years’ service the figure will be far lower.
In addition a tribunal can also order compensation under the following headings:

e Compensatory awards take account of loss of earnings, pension rights, future
earnings loss, etc. The maximum level in 2004 was £55,000.

e Additional awards are used in cases of sex and race discrimination and also when
an employer fails to comply with an order of reinstatement or re-engagement. In
the former case the maximum award is 52 weeks’ pay, in the latter 26 weeks’ pay.

e Special awards are made when unfair dismissal relates to trade union activity or
membership. They can also be used when the dismissal was for health and safety
reasons.

A tribunal can reduce the total level of compensation if it judges the individual
concerned to have contributed to his or her own dismissal. For example, a dismissal
on grounds of poor work performance may be found unfair because no procedure
was followed and consequently no warnings given. This does not automatically
entitle the ex-employee concerned to compensation based on the above formulae. If
the tribunal judges them to have been 60 per cent responsible for their own dismissal
the compensation will be reduced by 60 per cent. Reductions are also made if an
ex-employee is judged not to have taken reasonable steps to mitigate his or her loss.

In what circumstances do you think a dismissed employee might welcome
reinstatement or re-engagement, and in what circumstances might the employer
welcome it?

In addition to the body of legislation defining unfair and constructive dismissal there
is a long-standing common law right to damages for an employee who has been dis-
missed wrongfully.

Cases of wrongful dismissal are taken to employment tribunals where the claim is
for less than £25,000; otherwise they are taken to the the county court. These cases
are concerned solely with alleged breaches of contract. Employees can thus only
bring cases of wrongful dismissal against their employers when they believe their dis-
missal to have been unlawful according to the terms of their contract of employment.
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Wrongful dismissal can, therefore, be used when the employer has not given proper
notice or if the dismissal is in breach of any clause or agreement incorporated into
the contract. This remains a form of remedy that very few people use, but it could be
useful to employees who do not have sufficient length of service to claim unfair dis-
missal and whose contracts include the right to a full disciplinary procedure. There
may also be cases where a very highly paid employee might get higher damages in an
ordinary court than the maximum that the tribunal can award.

WINDOW ON PRACTICE

RETIREMENT

The final mode of contract termination is retirement, and this has the advantage for
the employer that there is usually plenty of notice, so that succession arrangements
can be planned smoothly. It is now rare for people to retire abruptly after working
at high pressure to the very end. Some sort of phased withdrawal is much preferred,
so that the retiree adjusts gradually to the new state of being out of regular employ-
ment and with a lower level of income, while the employing organisation is able to
prepare a successor to take office.

Another advantage of this arrangement is that there may be ‘a life after death’,
with the retiree continuing to work part time after retirement, or coming back to
help out at peak periods or at holiday times. Many organisations go to great lengths
to keep in touch with their retired personnel, often arranging Christmas parties,
excursions and other events, with people returning year after year.

Early retirement has become a widespread method of slimming payrolls and
making opportunities both for some people to retire early and for others to take their
place. The nature of the pension arrangements are critical to early retirement strat-
egies, as early retirements are ideally voluntary and the majority of people will accept,
or volunteer for, early retirement if the financial terms are acceptable. It is not, of
course, possible to draw state retirement pension until the official retirement ages
of 65 for men and 60 for women (born before 1 April 1950), but many people will
accept an occupational pension and a lump sum in their 50s if they see the possibility
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of a new lease of life to pursue other interests or to start their own business.
According to Disney (1999, p. 64) another reason is a substantial increase in the
numbers who are able to claim incapacity benefit on a long-term basis. Between a
fifth and a quarter of men in these age groups now claim the benefit. As a result, since
the mid-1970s the proportion of men aged between 55 and 59 in the labour force
has fallen from 90 per cent to 75 per cent. For those aged 60—65 participation rates
have fallen from 80 per cent to under 50 per cent. By contrast, the proportion of
women in these age groups undertaking paid work has risen during the same period
(Disney 1999, p. 59). As a result of this trend, and a demographic context in which
the population is ageing and living much longer, the government is considering pro-
posals to push the date at which people can claim a state pension back to 70.

NOTICE

An employee qualifies for notice of dismissal on completion of four weeks of employ-
ment with an employer. At that time the employee is entitled to receive one week’s
notice. This remains constant until the employee has completed two years’ service,
after which it increases to two weeks’ notice, thereafter increasing on the basis of
one week’s notice per additional year of service up to a maximum of 12 weeks
for 12 years’ unbroken service with that employer. These are minimum statutory
periods. If the employer includes longer periods of notice in the contract, which is
quite common with senior employees, then they are bound by the longer period.

The employee is required to give one week’s notice after completing four weeks’
service and this period does not increase as a statutory obligation. If an employee
accepts a contract in which the period of notice to be given is longer, then that is
binding, but the employer may have problems of enforcement if an employee is not
willing to continue in employment for the longer period.

Neither party can withdraw notice unilaterally. The withdrawal will be effective
only if the other party agrees. Therefore, if an employer gives notice to an employee
and wishes later to withdraw it, this can be done only if the employee agrees to the
contract of employment remaining in existence. Equally, employees cannot change
their minds about resigning unless the employer agrees.

Notice exists when a date has been specified. The statement “We’re going to wind
up the business, so you will have to find another job’ is not notice: it is a warning of
intention.

SUMMARY PROPOSITIONS

9.1
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GENERAL DISCUSSION TOPICS

1 If you were dismissed in circumstances that you regarded as legally unfair, would you prefer
to seek satisfaction through ACAS conciliation or through a tribunal hearing? Why?

2 In some countries a dismissal cannot be made until after a tribunal hearing, so that its ‘fair-
ness’ is decided before it takes effect. What do you see as the benefits and drawbacks of that
system?

3 What changes would you make in the criteria for dismissal on the grounds of misconduct?

FURTHER READING

Collins, H. (1992) Justice in Dismissal: The Law of Termination of Employment. Oxford:
Oxford University Press

Dickens, L., Jones, M., Weekes, B. and Hant, M. (1985) Dismissed: A Study of Unfair
Dismissal and the Industrial Tribunal System. Oxford: Blackwell

Many of the best scholarly critiques of unfair dismissal law were published some years ago,
but they remain the best source of arguments about how the law might be reformed. These
two works make major contributions to the literature.

Hepple, B. and Morris, G. (2002) ‘“The Employment Act 2002 and the crisis of individual
employment rights’, Industrial Law Journal, Vol. 33, No. 3

The Dispute Resolution Regulations 2004 (derived from principles set out in the Employ-
ment Act 2002) have proved highly controversial and have generated a great deal of critical
comment. Much of this focuses on the likely impact the regulations will have on the operation
of unfair dismissal law. A strongly argued critique is provided by the leading academic labour
lawyers Bob Hepple and Gillian Morris (2002).

Rojot, J. (2001) ‘Security of employment and employability’, in R. Blanpain and C. Engels
(eds) Comparative Labour Law and Industrial Relations in Industrialized Market Economies.
The Hague: Kluwer

There is a huge variety of different laws regulating dismissal in different countries. In the USA
most states retain the doctrine of ‘employment at will’, placing no general statutory restric-
tions on the right of an employer to dismiss. In the Netherlands, by contrast, employers can-
not generally dismiss without first getting the approval of a government officer. A good
account of the various systems in use around the globe is provided by Rojot (2001).
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FOCUS ON SKILLS

INTERACTIVE SKILL 2:
SELECTION INTERVIEWING

Central to all resourcing is the selection interview, which is
also one of the most familiar and forbidding encounters of
organisational life. Most people have had at least one experi-
ence of being interviewed as a preliminary to employment
and few reflect with pleasure on the experience. HR special-
ists have a critical role in selection interviewing, carrying out
many of the interviews and encouraging good interviewing

practice in others by example, support and training.
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In this Focus on skills our objectives are to:
Review the varieties of selection interview and its purpose

Explain interview strategy and to consider the number of interviews and interviewers

Explain interview structure and the five key aspects of method

Varieties of interview

There are various practices in selection interviewing. At one extreme we read of men
seeking work in the docks of Victorian London and generally being treated as if they
were in a cattle market. They had to queue up in a series of gangways, similar to
those used today to corral cattle at market, and had to vie with each other for the
attention of the foreman hiring labourers for the day. Some of the older men appar-
ently used to dye their hair in a pathetic attempt to appear younger and fitter than
they really were and thereby catch the foreman’s eye. At the opposite extreme we
hear of people being telephoned by complete strangers and being offered handsome
contracts to work in Hollywood studios.

There is a neat spectrum of employee participation in the employment process
which correlates with social class and type of work. While the London docks situ-
ation of the 1890s is not found today, there are working situations where the degree
of discussion between the parties is limited to perfunctory exchanges about trade
union membership, hours of work and rates of pay: labourers on building sites and
extras on film sets being two examples. As interviews move up the organisational
hierarchy there is growing equilibrium, with the interviewer becoming more courte-
ous and responsive to questions from the applicant, who will probably be described
as a ‘candidate’ or someone who ‘might be interested in the position’. For the most
senior positions it is less likely that people will be invited to respond to vacancies
advertised in the press. Individuals will be approached, either directly or through
consultants, and there will be an elaborate pavane in which each party seeks to per-
suade the other to declare an interest first.

Another indication of the variety of employment practice is in the titles used. The
humblest of applicants seek jobs’ or ‘vacancies’, while the more ambitious are look-
ing for ‘places’, ‘posts’, ‘positions’, ‘openings’ or ‘opportunities’. The really high-
flyers seem to need somewhere to sit down, as they are offered ‘seats on the board’,
‘professorial chairs’ or ‘places on the front bench’.

The purpose of the selection interview

The interview is a controlled conversation with a purpose. There are more exchanges
in a shorter period related to a specific purpose than in an ordinary conversation. In
the selection interview the purposes are:

e to collect information in order to predict how well the applicants would perform
in the job for which they have applied, by measuring them against predetermined
criteria;

e to provide candidates with full details of the job and organisation to facilitate
their decision making;

e to conduct the interview in such a way that candidates feel that they have been
given a fair hearing.
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The selection interview has been extensively criticised as being unreliable, invalid
and subjective, although such criticism is directed towards the decisions made and
ignores the importance of the interview as a ritual in the employment process. Recent
comprehensive analysis of selection interview effectiveness, however, concludes that
their validity is now much greater than previously believed (McDaniel et al. 1994
and Judge 2000), provided that the interview is structured.

Handling this most crucial of encounters is a key skill for personnel and other
managers as the interview provides a number of important advantages which cannot
be provided by any other means.

The selection interview cannot be bettered as a means of exchanging information
and meeting the human and ritual aspects of the employment process.

Exchanging information

The interview is a flexible and speedy means of exchanging information, over a
broad range of topics. The employer has the opportunity to sell the company and
explain job details in depth. Applicants have the chance to ask questions about the
job and the company in order to collect the information they require for their own
selection decision. The interview is also the logical culmination of the employment
process, as information from a variety of sources, such as application forms, tests
and references, can be discussed together.

Human and ritual aspects

In an interview some assessment can be made of matters that cannot be approached
any other way, such as the potential compatibility of two people who will have to
work together. Both parties need to meet before the contract begins, to ‘tune in’ to
each other and begin the process of induction. The interview is valuable in that way
to both potential employee and potential employer. It gives interviewees the feeling
that they matter, as another person is devoting time to them and they are not being
considered by a computer. Also, giving applicants a chance to ask questions under-
lines their decision-making role, making them feel less helpless in the hands of the
all-powerful interviewer. Selection interviewing has powerful ritual elements, as the
applicant is seeking either to enter, or to rise within, a social system. This requires
the display of deferential behaviours:

upward mobility involves the presentation of proper performances and . . . efforts to
move upward . . . are expressed in terms of sacrifices made for the maintenance of front.
(Goffman 1974, p. 45)

At the same time those who are already inside and above display their superiority
and security, even unconsciously, in contrast with the behaviour of someone so
obviously anxious to share the same privileged position. Reason tells us that this is
inappropriate at the beginning of the twenty-first century as it produces an un-
reasonable degree of dependency in the applicant; and the books are full of advice to
interviewers not to brandish their social superiority, but to put applicants at their
ease and to reduce the status differentials. This, however, still acknowledges their
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superiority as they are the ones who take the initiative; applicants are not expected
to help the interviewer relax and feel less apprehensive. Also the reality of the situ-
ation is usually that of applicant anxious to get in and selector choosing among
several. Status differentials cannot simply be set aside. The selection interview is at
least partly an initiation rite, not as elaborate as entry to commissioned rank in the
armed forces, nor as whimsical as finding one’s way into the Brownie ring, but still
a process of going through hoops and being found worthy in a process where other
people make all the rules.

For a selection interview in which you recently participated, either as selector or as
applicant, consider the following:

1 What were the ritual features?
2 Were any useful ritual features missing?

3 Could ritual have been, in any way, helpfully reduced?

No matter what other means of making employment decisions there may be, the
interview is crucial, and when worries are expressed about its reliability, this is not
a reason for doing away with it: it is a reason for conducting it properly.

Interview strategy

The approach to selection interviewing varies considerably from the amiable chat in
a bar to the highly organised, multi-person panel.

Frank and friendly strategy

By far the most common is the approach which has been described as frank and
friendly. Here the interviewer is concerned to establish and maintain rapport. This is
done in the belief that if interviewees do not feel threatened, and are relaxed, they
will be more forthcoming in the information that they offer. It is straightforward for
both interviewer and interviewee and has the potential advantage that the inter-
viewees will leave with a favourable impression of the business.

Problem-solving strategy

A variation of the frank and friendly strategy is the problem-solving approach. It is
the method of presenting the candidate with a hypothetical problem and evaluating
his or her answer, like the king in the fairy tale who offered the hand of the princess
in marriage to the first suitor who could answer three riddles.

These are sometimes called situational interviews. The questions asked are derived
from the job description and candidates are required to imagine themselves as the job
holder and describe what they would do in a variety of hypothetical situations. This
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method is most applicable to testing elementary knowledge, such as the colour
coding of wires in electric cables or maximum dosages of specified drugs. It is less
effective to test understanding and ability.

There is no guarantee that the candidate would actually behave in the way sug-
gested. The quick thinker will score at the expense of the person who can take action
more effectively than they can answer riddles. A useful analysis and commentary on
situational interviews is in Latham et al. (1980).

Biographical strategy

Similar to the problem-solving strategy is the biographical method. The focus is on
the candidate’s past behaviour and performance, which is a more reliable way of pre-
dicting future performance than asking interviewees what they would do in a certain
situation. Candidates are requested to describe the background to a situation and
explain what they did and why; what their options were; how they decided what to
do; and the anticipated and real results of their action. The success of this method
depends on in-depth job analysis, and preferably competency analysis, in order to
frame the best questions. Bearing in mind the importance of structure in selection
interviewing, the biographical approach is an excellent method.

Stress strategy

In the stress approach the interviewer becomes aggressive, disparages the candidates,
puts them on the defensive or disconcerts them by strange behaviour. The advant-
age of the method is that it may demonstrate a necessary strength or a disqualifying
weakness that would not be apparent through other methods. The disadvantages are
that evaluating the behaviour under stress is problematic, and those who are not
selected will think badly of the employer. The likely value of stress interviewing is
so limited that it is hardly worth mentioning, except that it has spurious appeal to
many managers, who are attracted by the idea of injecting at least some stress into
the interview ‘to see what they are made of’, or ‘to put them on their mettle’. Most
candidates feel that the procedures are stressful enough, without adding to them.

Number of interviews and interviewers

There are two broad traditions governing the number of interviewers. One says that
effective, frank discussion can only take place on a one-to-one basis, so candidates
meet one interviewer, or several interviewers, one at a time. The other tradition is
that fair play must be demonstrated and nepotism prevented so the interview must
be carried out, and the decision made, by a panel of interviewers. Within this
dichotomy there are various options.

The individual interview

The individual interview gives the greatest chance of establishing rapport, develop-
ing mutual trust and is the most efficient deployment of time in the face-to-face
encounter, as each participant has to compete with only one other speaker. It is usu-
ally also the most satisfactory method for the candidate, who has to tune in to only
one other person instead of needing constantly to adjust to different interlocutors.
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The candidate can more readily ask questions, as it is difficult to ask a panel of six
people to explain the workings of the pension scheme, and it is the least formal type
of interview. The disadvantages lie in the reliance the organisation places on the
judgement of one of its representatives, although this can be mitigated by a series of
individual interviews, and the ritual element is largely missing. Candidates may not
feel they have been ‘done’ properly. A sole interview with the line manager is very
popular in the selection of blue-collar staff, being used in over one-third of cases. It
is less popular for white-collar and management staff.

Sequential interviews

Sequential interviews are a series of individual interviews. The series most often
consists of just two interviews for blue- and white-collar staff, but more than two
for managerial staff. The most frequent combination is an interview with the line
manager and one with a representative of the HR department. For managerial posts
this will be extended to interviews with other departmental managers, top managers
and significant prospective colleagues. Sequential interviews can give the employer
a broader picture of the candidate and they also allow the applicant to have con-
tact with a greater number of potential colleagues. However, for the advantages
of sequential interviews to be realised there is a need for effective organisation
and for all interviews to be held on the same day. It is important that all inter-
viewers meet beforehand to agree on the requirements of the post and to decide
how each will contribute to the overall theme. Immediately following the interviews
a further meeting needs to take place so that the candidates can be jointly evaluated.
One disadvantage of the method is the organisation and time that it takes from both
the employer’s and the candidate’s point of view. It requires considerable com-
mitment from the candidate who may have to keep repeating similar information
and whose performance may deteriorate throughout the course of the interviews due
to fatigue.

Panel interviews

The panel interview method has the specious appeal of sharing judgement and may
appear to be a way of saving time in interviewing as all panel members are operat-
ing at once. It is also possible to legitimise a quick decision, always popular with
candidates, and there can be no doubt about the ritual requirements being satisfied.
Panel interviews reduce the likelihood of personal bias in interviewing, particularly
in guarding against possible infringements of legal requirements. They can also
ensure the candidate is acceptable to the whole organisation, and allow the candidate
to get a good feel for the business and its organisation. The drawbacks lie in the tri-
bunal nature of the panel. They are not having a conversation with the candidates;
they are sitting in judgement upon them and assessing the evidence they are able to
present in response to the panel’s requests. There is little prospect of building rapport
and developing discussion, and there is likely to be as much interplay between mem-
bers of the panel as there is between the panel and the candidate.

Panel interviews tend towards over-rigidity and give ironic point to the phrase, ‘it
is only a formality’. They are ritualistically superb, but dubious as a useful prelimin-
ary to employment. However, the benefits of the panel interview can be increased,
and the disadvantages reduced, if the interviewers are properly trained and the
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interview well organised, thoroughly planned and made part of a structured selec-
tion process.

In your organisation how many interviews and interviewers are used? How effective is
this approach and why? In what ways could the approach be improved?

The selection interview sequence
Preparation

We assume that the preliminaries of job analysis, recruitment and shortlisting are
complete and the interview is now to take place. The first step in preparation is
for the interviewers to brief themselves. They will collect and study a job description
or similar details of the post to be filled, a candidate specification or statement of
required competencies and the application forms or curricula vitae of the candidates.

If there are several people to be interviewed the interview timetable needs greater
planning than it usually receives. The time required for each interview can be deter-
mined beforehand only approximately. A rigid timetable will weigh heavily on both
parties, who will feel frustrated if the interview is closed arbitrarily at a predeter-
mined time and uncomfortable if an interview that has ‘finished’ is drawn out to
complete its allotted timespan. However, the disadvantages of keeping people wait-
ing are considerable and underrated.

The experience of Barbara Trevithick reflects the thinking of some selectors that
candidates are supplicants waiting on interviewers’ pleasure, they have no compet-
ing calls on their time and a short period of waiting demonstrates who is in charge.
There are flaws in this reasoning. Most candidates will have competing calls on their
time, as they will have taken time off to attend and have earmarked the anticipated
interview time to fit in a busy schedule. Some may have other interviews to go to. An
open-ended waiting period can be worrying, enervating and a poor preliminary to
an interview. If the dentist keeps you waiting you may get distressed, but when the
waiting is over you are simply a passive participant and the dentist does not have the
success of the operation jeopardised. The interview candidate has, in a real sense, to
perform when the period of waiting is over and the success of the interaction could
well be jeopardised.

Barbara Trevithick applied for a post as personnel officer at a hospital and was
invited for interview at 2.00 p.m. On arrival she was ushered into a small, windowless
room where four other people were waiting. At 2.20 a secretary came in and asked
Mr Brown to come with her. At 3.00 Mr Jones was called for. At 3.45 the remaining
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three candidates went out in search of the secretary to ask what the remaining
timetable for the day was to be. The secretary replied that she did not know but the
panel members had just gone to the canteen for a cup of coffee. By now Barbara
had figured out that her surname was the last in alphabetical order. Miss Mellhuish
was called for interview at 4.10 and Miss Roberts left because her last train home
to Scotland was due in 20 minutes. Barbara Trevithick went in for interview at 4.45
to find that two members of the panel ‘had had to leave’, so she was interviewed by
the two surviving members: a personnel officer and a nursing officer. At the close of
the interview she asked when the decision would be made and was told that the two
interviewers would have to consult with their two absent colleagues in the morning.
Three weeks later Barbara rang to ask the outcome, as she had not received a letter,
to be told that Mr Brown had been appointed and ‘I'm surprised they didn’t tell you,
as it was offered to him that afternoon, after the coffee break’.

The most satisfactory timetable is the one that guarantees a break after all but
the most voluble candidates. If candidates are asked to attend at hourly intervals,
for example, this would be consistent with interviews lasting between 40 and
60 minutes. This would mean that each interview began at the scheduled time and
that the interviewers had the opportunity to review and update their notes in the
intervals.

Reception

Candidates arrive on the premises of their prospective employer on the lookout
for every scrap of evidence they can obtain about the business, what it looks
like, what the people look like and what people say. A candidate is likely to meet at
least one and possibly two people before meeting the interviewer. First will be the
commissionaire or receptionist. There is frequently also an emissary from the HR
department to shepherd them from the gate to the waiting-room. Both are valuable
sources of information, and interviewers may wish to prime such people so that they
can see their role in the employment process and can be cheerful, informative and
helpful.

The candidate will most want to meet the interviewer, the unknown but powerful
figure on whom so much depends. Interviewers easily forget that they know much
more about the candidates than the candidates know about them, because the can-
didates have provided a personal profile in the application form.

Interviewers do not reciprocate. To bridge this gap it can be very useful for inter-
viewers to introduce themselves to the candidate in the waiting-room, so that
contact is made quickly, unexpectedly and on neutral territory. This makes the
opening of the interview itself rather easier.

Candidates wait to be interviewed. Although there are snags about extended,
open-ended waiting periods, some time is inevitable and necessary to enable can-
didates to compose themselves. It is a useful time to deal with travelling expenses
and provide some relevant background reading about the employing organisation.
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Setting

The appropriate setting for an interview has to be right for the ritual and right from
the point of view of enabling a full and frank exchange of information. It is difficult
to combine the two. Many of the interview horror stories relate to the setting in
which it took place. A candidate for a post as Deputy Clerk of Works was inter-
viewed on a stage while the panel of 17 sat in the front row of the stalls, and a can-
didate for a Headteacher post came in to meet the interview panel and actually
moved the chair on which he was to sit. He only moved it two or three inches because
the sun was in his eyes, but there was an audible frisson and sharp intake of breath
from the members of the panel.

Remaining with our model of the individual interviewer, here are some simple
suggestions about the setting:

e The room should be suitable for a private conversation.

e If the interview takes place across a desk, as is common, the interviewer may wish
to reduce the extent to which the desk acts as a barrier, inhibiting free flow of
communication.

e All visitors and telephone calls should be avoided, as they do not simply interrupt:
they intrude and impede the likelihood of frankness.

e It should be clear to the candidates where they are to sit.

Interview structure

There are several important reasons why the employment interview should be struc-
tured, making use of the application or CV:

e The candidate expects the proceedings to be decided and controlled by the inter-
viewer and will anticipate a structure within which to operate.

o It helps the interviewer to make sure that they cover all relevant areas and avoid
irrelevancies.

e It looks professional.

e Structure can be used to guide the interview and ensure that it makes sense.

o It assists the interviewer in using the time available in the most effective way.

e The application form can be used as a memory aid by the interviewer when
making notes directly after the interview.

e It makes it easier to compare candidates.

The interview

There are several different ways to structure the interview. We recommend the form
set out in Table II.1. This divides activities and objectives into three interview stages:
opening, middle and closing. While there are few, if any, alternative satisfactory
ways for conducting the beginning and the end of the interview, the middle can be
approached from a number of different angles, depending on the circumstances.

The interviewer needs to work systematically through the structure that has been
planned but the structure does not have to be adhered to rigidly. Interviewers should
abandon their own route whenever the candidate chooses one that seems more
promising.
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Table 11.1
Interview
structure: a
recommended
pattern

210

Stage Objectives Activities

Opening To put the candidate at Greet candidate by name
ease, develop rapport Introduce yourself
and set the scene Explain interview purpose

Outline how purpose will be achieved
Obtain candidate’s assent to outline

Middle To collect and provide Asking questions within a structure that
information makes sense to the candidate, such as
biographical, areas of the application form,
or competencies identified for the job
Listening
Answering questions

Closing To close the interview Summarise interview
and confirm future action Check candidate has no more questions
Indicate what happens next and when

The opening of the interview is the time for mutual preliminary assessment and
tuning in to each other. A useful feature of this phase is for the interviewer to sketch
out the plan or procedure for the interview and how it fits in with the total employ-
ment decision process. It is also likely that the application form will provide an easy,
non-controversial topic for these opening behaviours.

One objective is for the two parties to exchange words so that they can adjust their
receiving mechanism to be mutually intelligible. It also provides an opportunity for
both to feel comfortable in the presence of the other. Interviewers able to achieve these
two objectives may then succeed in developing a relationship in which candidates
trust the interviewer’s ability and motives so that they will speak openly and fully.
This is known as ‘rapport’, which was dealt with in the Part I Focus on skills. The
interviewer’s effectiveness will greatly depend on their being skilled at this process.

We are working on the assumption that candidates will behave in a reasonably
genuine way, provided the interviewer can convince them that the process is fair.
Some candidates do not and such people have been labelled as ‘white collar psycho-
paths’, although it has to be said that they are rare. They are very good at presenting
themselves as being exactly what the interviewer is looking for. Not only are they
manufacturing the truth about their experience, the trait (or psychopathic tendency)
that drives them causes them to wreak havoc once they are appointed. A New York
psychologist cites the example of ‘Ron’ who was appointed to a sales post in a phar-
maceuticals company:

Ron fiddled his sales figures, charged call girls to the company and nearly succeeded in
using his charm to get his new boss fired when he was questioned about his behaviour.
Psychopaths are motivated by three things: thrill-seeking, game-playing and hurting
people. Once inside the organization they build networks of influence that make it very
difficult to get rid of them and can help them join the management fast track. (Paul
Babiak, quoted in Financial Times, 12 January 2004)
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For the middle of the interview the biographical approach is the most straight-
forward. It works on the basis that candidates at the time of the interview are the
product of everything in their lives that has gone before. To understand the candid-
ate the interviewer must understand the past and will talk to the candidate about the
episodes of his or her earlier life, education, previous employment, etc.

The advantage of this is that the objectives are clear to both interviewer and inter-
viewee, there is no deviousness or ‘magic’. Furthermore, the development can be
logical and so aid the candidate’s recall of events. Candidates who reply to enquiries
about their choice of A level subjects will be subconsciously triggering their recollec-
tion of contemporaneous events, such as the university course they took, which are
likely to come next in the interview. The biographical approach is the simplest for
the inexperienced interviewer to use as discussion can develop from the information
provided by the candidate on the application form. Some version of sequential categ-
ories, such as employment, education and training, seems the most generally useful,
but it will need the addition of at least two other categories: the work offered and the
organisational context in which it is to be done. The middle of the interview can be
structured by systematically working through items of the job description or the per-
son specification. Increasingly, where competencies have been identified for the job,
these are used as the basis of the structure.

In the preparatory stage of briefing, the interviewer will also prepare notes on two
elements to incorporate in their plan: key issues and checkpoints.

Key issues will be the two or three main issues that stand out from the application
form for clarification or elaboration. This might be the nature of the responsibilities
carried in a particular earlier post, the content of a training course, the reaction to a
period of employment in a significant industry or whatever else strikes the inter-
viewer as being productive of useful additional evidence.

Checkpoints are matters of detail that require further information: grades in an
examination, dates of an appointment, rates of pay, and so forth.

At the close of the interview the explanation of the next step needs especial atten-
tion. The result of the interview is of great importance to the candidates and they
will await the outcome with anxiety. Even if they do not want the position they will
probably hope to have it offered. This may strengthen their hand in dealings with
another prospective employer, or with their present employer, and will certainly be
a boost to their morale. The great merit of convention in the public sector is that the
chosen candidate is told before the contenders disperse: the great demerit is that they
are asked to say yes or no to the offer at once.

In the private sector it is unusual for an employment offer to be made at the time
of the interview, so there is a delay during which the candidates will chafe. Their
frustration will be greater if the delay is longer than expected and they may start to
tell themselves that they are not going to receive an offer, in which case they will also
start convincing themselves that they did not want the job either! It is important for
the interviewer to say as precisely as possible when the offer will be made, but ensur-
ing that the candidates hear earlier rather than later than they expect, if there is to be
any deviation.

The interviewer will need to call into play at least five key aspects of method.

1 Some data can be collected by simple observation of the candidate. Notes can
be made about dress, appearance, voice, height and weight, if these are going to

be relevant, and the interviewer can also gauge the candidate’s mood and the
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appropriate response to it by the non-verbal cues that are provided. The study of
body language has achieved great popularity in the last twenty years, largely
because of its alleged potential for interpreting the thoughts and intentions of
members of the opposite sex in social situations. Although the available books are
designed for a popular market, they are usually sound and contain useful advice
for the selection interviewer.

The remainder of the evidence will come from listening to what is said, so the
interviewer has to be very attentive throughout; not only listening to the answers
to questions, but also listening for changes in inflection and pace, nuances and
overtones that provide clues on what to pursue further. The amount of time that
the two spend talking is important, as an imbalance in one direction or the other
will mean that either the candidate or the interviewer is not having enough oppor-
tunity to hear information.

Being silent and deliberately leaving verbal lulls in face-to-face situations
provide the opportunity for the other person to say more, perhaps more than was
initially intended. Silence still has to be attentive and the longer the silence, the
harder it is to be attentive.

In order to have something to hear, the interviewer will have to direct the can-
didate. This, of course, is done by questioning, encouraging and enabling the
candidate to talk, so that the interviewer can learn. The art of doing this depends
on the personality and style of the interviewer who will develop a personal tech-
nique through a sensitive awareness of what is taking place in the interviews.

The selection interviewer needs to distinguish between different types of ques-
tion. In the Part I Focus on skills we explained the difference in nature and usage
of various questioning methods.

The best place for the interviewer to make notes is on the application form or CV.
In this way they can be joined to information that the candidate has already pro-
vided and the peculiar shorthand that interviewers use when making notes during
interviews can be deciphered by reference to the form and the data that the note
is embellishing. It also means that the review of evidence after the interview has
as much information as possible available on one piece of paper. An alternative
is to record notes on the interview plan where the structure is based on job
specification, person specification or competencies. Interviewers are strangely
inhibited about note taking, feeling that it in some way impairs the smoothness
of the interaction. This apprehension seems ill founded as candidates are look-
ing for a serious, businesslike discussion, no matter how informal, and note
taking offers no barrier, provided that it is done carefully in the form of jottings
during the discussion, rather than pointedly writing down particular comments
by the candidate which make the interviewer seem like a police officer taking a
statement.

Data exchange marks a change of gear in the interview. Rapport is necessarily
rather rambling and aimless, but data exchange is purposeful and the interviewer
needs to control both the direction and the pace of the exchanges. Candidates will
be responsive throughout to the interviewer’s control, and the better the rapport
the more responsive they will be. Skilled interviewers close out areas of discussion
and open fresh ones. They head off irrelevant reminiscences and probe where
matters have been glossed over. They can never abandon control. Even when the
time has come for the candidates to raise all their queries, they will do this at the
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behest of the interviewer and will look to him or her constantly for a renewal of
the mandate to enquire by using conversational prefixes such as, ‘Can I ask you
another question?” ‘If it’s not taking up your time, perhaps I could ask ... ?’
‘I seem to be asking a lot of questions, but there was just one thing . . .’

6 Closing the interview can be as skilful as opening it. Most of the suggestions so far
have been to encourage a response, but it is easy to nod and smile your way into
a situation of such cosy relaxation that the respondent talks on and on . . . and on.
A surprising number of interviewers have great difficulty closing.

Braking slows the rate of talking by the candidate by working through a series
of steps. You will seldom need to go beyond the first two or three, but five are
described in case of you having to deal with a really tough case. (a) One or two
closed questions to clarify specific points may stem the tide. (b) The facial expres-
sion changes with the brow furrowed to indicate mild disagreement, lack of
understanding or professional anxiety. The reassuring nods stop and the generally
encouraging, supportive behaviours of reward are withdrawn. (c) Abstraction is
when the eyes glaze over, showing that they belong to a person whose attention
has now shifted away from the respondent and towards lunch. (d) To look at
one’s watch during a conversation is a very strong signal indeed, as it clearly indic-
ates that time is running out. Other, milder ways of looking away are: looking
for your glasses, looking at your notes or looking at the aircraft making a noise
outside the window. A rather brutal variant is to allow your attention to be caught
by something the respondent is wearing, a lapel badge, a tie, a ring or piece of
jewellery, maybe. Putting on your glasses to see it more clearly is really going too
far! (e) If all else fails, you simply have to interrupt.

Closing requires the interview to end smoothly. Future action is either clarified
or confirmed. Also, candidates take a collection of attitudes away with them,
and these can be influenced by the way the interview is closed. There is a simple
procedure. (a) First signal, verbal plus papers. The interviewer uses a phrase to
indicate that the interview is nearing its end (‘Well now, I think we have covered
the ground, don’t you? There isn’t anything more I need to ask you. Is there any-
thing further you want from me?’). In this way you signal the impending close
at the same time as obtaining the candidate’s confirmation. There is additional
emphasis provided by some paper play. A small collection of notes can be
gathered together and stacked neatly, or a notebook can be closed. (b) Second
signal, the interviewer confirms what will happen next (‘There are still one or two
people to see, but we will write to you no later than the end of the week’). (c) The
final signal is to stand up: the decisive act to make the close. By standing up the
interviewer forces the candidate to stand as well and there remain only the odds
and ends of handshakes and parting smiles.

For this exercise you need a cooperative, interested relative, or a very close friend,
who would welcome interview practice.

1 Follow the sequence suggested in Table II.1 to give your partner practice in being
interviewed for a job, and giving yourself practice in interviewing and note taking.

2 After the interview, discuss your mutual feelings about the process around ques-
tions such as:
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Selector Did you ever feel you were being misled? When? Why?
Did you feel the interview got out of your control? When? Why?
How could you have avoided the problem?
How was your note taking?
What, if anything, made you bored or cross?
What did you find most difficult?
How comprehensive are the data you have collected?
Candidate Were you put at your ease?
Were you at any time inhibited by the selector?
Did you ever mislead the selector? When? How?
Did the selector ever fail to follow up important points? When?
Which?
Were you in any way disconcerted by the note taking?
Has the selector got a comprehensive set of data about you, so that
you could feel any decision made about you would be soundly based?
What did you think of the interview experience?

3 Now swap roles.

II.1 Despite criticisms and shortcomings, the selection interview remains a central feature of
the recruitment and selection process.

II.2 Typical interview strategies are frank and friendly, problem solving, behavioural event
and stress.

II.3 Aspects of interview preparation are timetabling, reception and deciding the right setting.

I1.4 Features of the interview itself are the opening for preliminary mutual assessment; data
gathering, involving a logical sequence, key issues and checkpoints; and the closure, which
prepares candidates for the next step in the process.

II.5 The main types of questions are closed, open ended, probes and reflection. Questions to
avoid are leading, multiples or taboo questions.

1 Our examination of the selection interview assumes that the candidate is seeking to become
an employee. How would the interview be different if the candidate was being interviewed
with a view to becoming a freelance consultant doing work for the organisation rather than
being an employee in it?

2 ‘HR are constantly wanting to “involve me” in their recruitment and selection of staff. ’'m
too busy to spend time doing that. I want HR to do their job properly and send the people
through to me when everything is sorted out and a new recruit is ready to start.” How do
you react to that comment from an operations manager in an airline?

Anderson, N. and Shackleton, V. (1993) Successful Selection Interviewing. Oxford: Blackwell

Newell, S. and Shackleton, V. (2000) ‘Recruitment and Selection’, in S. Bach and K. Sisson
(eds) Personnel Management: A Comprehensive Guide to Theory and Practice. Oxford: Blackwell

Both of these books provide full treatment of the selection interview in all its forms.
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Brewster, C. and Tyson, S. (eds) (1991) International Comparisons in Human Resource
Management. London: Pitman

Lawler, J.J., Zaidi, M.A. and Atriyanandana, V. (1989) ‘Human Resources Strategies in South
East Asia: the Case of Thailand’, in A. Nedd, G.R. Ferris and K.M. Rowland (eds) Research
in Personnel and Human Resources Management Supplement 1, Greenwich, Conn.: JAI Press,
pp. 201-23

Tan, K.H. (1995) Planning, Recruiting and Selecting Human Resources. Shah Alam,
Malaysia: Federal Publications

Each of these works provides research findings on interview validity.

McDaniel, M.A., Whetzel, D.A., Schmidt, F.L. and Maurer, S.D. (1994) ‘The validity of the
employment interviews’, Journal of Applied Psychology, Vol. 79, No. 19, pp. 599-616

Smith, M. (2002) ‘Personnel Selection Research’, International Journal of Organizational and
Occupational Psychology

Williamson, L.G. et al. (1996) ‘Employment Interview on Trial’, Journal of Applied
Psychology, Vol. 82, No. 6

Selection interviewing varies considerably across different cultures. This Focus on skills and
most of the available literature is rooted in Anglo-American practice. Some insights into prac-
tice in other situations can be found in the three works given above.

Apart from material on the companion website for this book, plenty of material from con-
sultants can be reached.

www.thedevco.com (the Development Company).

www.bps.org.uk (British Psychological Society).

www.opp.co.uk (Oxford Psychologists Press).

www.shlgroup.com/uk (Saville and Holdsworth, test developer/supplier).
www.psl.net (test developer).

Babiak, P. (2004) quoted in Butcher, S., “When the ideal applicant is too good to be true’,
Financial Times, 12 January 2004, p. 12.

Billsberry, T. (2000) Finding and Keeping the Right People, London: Pearson Education.

Goffman, E. (1974) The Presentation of Self in Everyday Life. London: Penguin Books.

Judge, T. (2000) ‘The Employment Interview: A Review of Recent Research’, Human
Resource Management, Vol. 10, No. 4.

Latham, G., Saari, L.M., Pursell, E.D. and Campion, M.A. (1980) “The Situational Interview’,
Journal of Applied Psychology, Vol. 65, No. 4, pp. 422-7.

McDaniel, M.A., Whetzel, D.A., Schmidt, F.L. and Maurer, S.D. (1994) ‘The validity of the
employment interview’, Journal of Applied Psychology, Vol. 79, No. 19, pp. 599-616.
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‘Angela’s leaving — quick, we must make sure to get the ad in this month’s journal.’
‘It's hopeless — they all leave just as soon as we've trained them. What's the point?’
‘It's not my fault — we just can’t get the staff. No wonder quality is so poor.’

‘That’s it. The results are so bad we’ll have to let some of them go. Tony, draw up
a shortlist of possibles and we’ll try and get it sorted this week.’

We opened Part II with that hypothetical conversation in a business that clearly had
not even the most basic grasp of HR realities and the last six chapters have been
taken up with how best to avoid that sort of unsatisfactory situation. With any
staffing situation there is potentially the basic question, should we recruit an em-
ployee to do this work, should we reorganise things to cover the duties with existing
personnel, or should we contract the work out to a supplier, a subcontractor or a
consultant? Answers to that question come from the facts of the particular situation
in the context of the resourcing strategy and the plans that have been developed
along the lines outlined in Chapter 3.

Whenever a new employee is to be recruited a further set of actions is triggered to
decide the method of approach to the labour market, including an assessment of
which labour market you are working in, the approach that is best to use, specifying
the vacancy for the benefit of the potential applicants as well as to guide the selec-
tors, and working up a shortlist of people from among whom you hope to select.

Various methods of selection can be used to get as close as possible to the ideal
match between the work that is being offered and the person best suited to do the job
in its particular context. Central to that is the face-to-face situation of the selection
interview, where the two-way discussion needs to ensure that the selected person is
the most suitably equipped for the job and for the organisational position and the
culture in which it is set, as well as making sure that that same person will derive
from the appointment the satisfactions and rewards of the psychological contract
that the post provides.

After being appointed employees need to be retained as long as they are doing
what is required of them, so work has to be done to ensure that their expectations of
the employment contract continue to be met. Eventually employees leave and HR
people need to understand the various ways in which the contract can be terminated
with as little difficulty as possible. It would be unrealistic to suggest that every ter-
mination leaves the ex-employee content, but the level of any discontent can always
be reduced by treating matters thoroughly, fairly, with consideration and, of course,
within the law.

We close this review with a metaphor or parable slightly abridged from the
original by Jon Billsberry:
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A gardener wakes up one morning to find that, overnight, thieves have stolen the
ornamental pot containing a number of plants that formed the centrepiece in a prize-
winning border. The BBC programme Gardener’s World is due to visit in a few months
to film the garden in full bloom, so he has to do something about it. He needs to find a
replacement.

Looking at the border, he realises that he has several options. His initial reaction is
to rush to the garden centre to purchase another ornamental pot, replant it in a similar
fashion and thereby re-create what had existed. But he pauses; he has a ‘development
opportunity’. Could he make things even better? Have the thieves done him a favour?
That pot had always been a bit of a problem, it had come with the garden and had
always seemed such a formidable, if impressive, thing. Now the pot's gone, the other
plants in the border seem much more prominent and much more attractive. Perhaps,
rather than finding another centrepiece, he could replace the pot with something that
helps the others stand out even more. Eventually he chooses this option and decides
to buy some smaller shrubs that will enhance the other plants in the border. His choice
is limited by the nature of the soil and the sunlight, so he carries out a lot of analysis
to identify suitable plants.

Where to buy the plants? He has several options, but as time is tight, he decides to
get in the car and go straight to his local garden centre which he knows has the sort of
shrubs he is looking for. At the garden centre his choice of plants is easy as he knows
exactly what he is looking for. He also buys the right fertiliser and compost to ensure that
the new plants bed in properly.

Before planting the shrubs he spends a lot of time preparing the border and getting
the conditions just right. When the new plants are in he waters them daily and keeps
predatory birds away. He continues to tend the new plantings carefully to make sure
they develop in the way he wants to complement the other plants in the border.

When the Gardener’s World team come to film the producer says that the border is
much different from when he saw it before, but just as good; perhaps even better.
(Based on Billsberry (2000), pp. 225-6)
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You are the Human Resources Manager for a large insurance company with 2,000
employees based in a large city in the north of England and your company has just
taken over another insurance company in the south of England which currently employs
1,100 staff. Both firms have a long history and to some extent cover the same insurance
markets, although the company in the south of England covers two fairly large specialist
areas which are not covered in the north. This was one of the reasons for the takeover,
as such specialist staff require a long training and need to acquire high levels of
expertise. There are 300 staff in the south who are dedicated to these specialist
insurance services.

The takeover did not go smoothly as there was resistance from the southern company,
and now it is complete there is considerable uneasiness. Only three years ago the
southern company was party to a merger with another local firm and as a result 20 per
cent of staff were made redundant. There had been promises of a bright future after
these difficult times.

For financial and pragmatic reasons it has been decided that the southern office
will close almost immediately and all staff will be located in newly built offices 15 miles
out of the northern city. Many of the southern staff are alarmed at the idea of moving
and equally alarmed that they may not be invited to move due to another round of
redundancies. This especially applies to those who are over 50. The northern staff
are divided in their views about the move out of the city centre. Those who live on the
western side of the city where the new offices are located are generally delighted to
be able to work near to home in an exclusive part of the county. Staff who live on the
other side of the city are concerned — some are not happy to travel long distances
each day, and for a variety of reasons do not want to move to the other side of the city.
Some would like to move, but find that the difference in house prices is too great. Many
are disappointed that they will no longer work in the city centre, which is something they
had valued. Redundancy is not a possibility which was seriously considered by the
northern staff.

The required profile is broadly as set out in the following table:

A Senior and middle management 85
B Professional/junior management 1,700 (to include 300 specialist staff)
C Clerical/administrative 600
D Manual/ancillary 65



Case study problem

Current staffing

Northern Southern Total
A 30 20 50
B 1,400 700 2,100
(there are no specialist professional staff in the north and 300 in the south)
C 540 370 910
D 30 10 40

In terms of staffing demand it has been estimated that a total staffing of 2,400 is
required for the next three-year period with hopes of some increase after this period,
based on growth.

The reduction in the number of professional/junior management staff required reflects
a general reduction of all types of professional staff due to the economies of scale and
more sophisticated IT use. The only professional staff group to increase in size is the
IT group.

The reduction in clerical/administrative staff is due largely to the use of more
sophisticated IT systems.

The increase in the number of manual/ancillary staff is due to the move to a much
larger site with substantial grounds, including a range of on-site facilities due to a non-city
centre location.

You are informed that staffing levels and the move should be complete in six months’
time and that, as HR Manager, you are to have a high-profile role. You have initially been
asked for a recommended strategy and plan to achieve the target resourcing figures with
the least possible disruption and damage to morale.

Required
1 What information would you gather before putting your proposal together?
2 \What issues would you address in the proposal?

3 What options are there for achieving the target, what impact might each have, and
which would you recommend and why?
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How is the labour force changing and what are the implications of these changes for
human resource management?

Outline the advantages and disadvantages of (a) panel interviews, and (b) serial
interviews in selection. In which circumstances would you recommend each approach?

What techniques can managers adopt to improve their recruiting and interviewing
practices?

Describe and explain the management practices necessary to avoid a claim at a
tribunal for unfair dismissal.

Outline the major factors that influence the use of part-time work in Britain, and
discuss the implications of part-time work for part-time workers.

Under what conditions may annualised hours systems provide employers with the
‘flexibility they require’?

XYZ plc recruits about 15 graduates and MBAs each year, using application forms,
references and the selection interview. The HR Director is thinking of introducing
assessment centres for this process. What factors should be considered in
approaching this decision?

If there appears to be a problem of retaining employees in the business, how would
you set about deciding whether or not this is a soluble problem, and what sort of
strategies would you adopt if you decided it could be solved?
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It is no good having all the right people all in the right place, but not delivering
the goods. It was suggested in the opening chapter of this book that there is
a general move away from the contract of employment towards a contract

for performance. We all have to perform effectively. A large part of achieving
effective performance is getting the organisational processes right, but within
the organisational framework there are the teams, groups and individuals who
do the work. Also within that framework we have to understand what it is that
motivates people to perform and deploy leadership skills that match those
motivations.

Performance management is an idea that has been developed to coordinate
several features, especially targets, training, appraisal and payment, in order to
deliver effectiveness. Within that sequence is the hardest type of meeting most
managers ever have to handle: the appraisal interview. Also included here is the
management of absence or of attendance. Are you managing processes which
encourage people to attend or are you dealing with the problem of people being
absent? It is not simply an alternative way of wording the question.
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CHAPTER 10

STRATEGIC ASPECTS OF
PERFORMANCE

1 IDENTIFY A CHANGING PERSPECTIVE ON PERFORMANCE

2 REVIEW SOME MAJOR INFLUENCES ON OUR CURRENT THINKING ABOUT PERFORMANCE

3 EXAMINE THE RESEARCH WHICH LINKS HUMAN RESOURCE POLICIES AND PRACTICES WITH INTERNAL AND
EXTERNAL MEASURES OF COMPANY PERFORMANCE

4 EXPLORE THE MECHANISMS WHICH LINK HR POLICIES AND PRACTICES AND PERFORMANCE

5 REVIEW, BRIEFLY, A RANGE OF PERFORMANCE INITIATIVES

6 IDENTIFY SOME OF THE PROBLEMS WITH PERFORMANCE INITIATIVES
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In our opening chapters we described the shift in emphasis away from the contract
of employment towards the contract for performance. Even before the development
of Taylor’s scientific management methods a century ago, getting the most out of
the workforce has always been a predominant management preoccupation, and
the management literature is full of studies on the topic. Psychologists have studied
motivation and leadership, ergonomists have dismantled and reconstructed every
aspect of the physical environment in which people work, industrial relations spe-
cialists have pondered power relationships and reward, while sociologists discussed
the design of organisations and their social structure, and operations experts have
looked for ways to engineer process improvements. In 2001, Caulkin asserts:

more than 30 studies in the US and UK leave no room for doubt; how organizations
manage and develop people has a powerful — perhaps the most powerful — effect on
overall performance, including the bottom line. (Caulkin 2001, p. 32)

A CHANGE IN PERSPECTIVE: FROM EMPLOYMENT TO
PERFORMANCE

The traditional HRM approach to enhancing individual performance has centred
on the assessment of past performance and the allocation of reward — rewards were
provided in exchange for performance. This has been powerfully influenced by the
industrial relations history, as trade unions have developed the process of collective
bargaining and negotiation.

The prime purpose of trade unions has always been to improve the terms and
working conditions of their members; the union has only one thing to offer in
exchange for improvements in terms and conditions, that is, some opportunity for
improvement in productivity or performance. With the steadily increasing influ-
ence of unions in most industrial countries through most of the twentieth century,
it was inevitable that performance improvement was something of direct interest
only to management. Performance therefore became stereotyped as something of no
intrinsic interest to the person doing the work.

The influence of trade unions has altered and collective bargaining does not
dominate the management agenda as much as it used to. This is the most significant
feature in the general change in attitudes about what we go to work for. Manage-
ments are gradually waking up to this fact and realising that there is now scope for
integration in a way that was previously unrealistic. Not only is it possible to say,
‘Performance is rewarded’, one can now begin to say, ‘Performance is a reward.” The
long-standing motivational ideas of job enlargement, job enrichment, and so forth,
become more cogent when those at work are able to look for the satisfaction of their
needs not only in the job, but also in their performance at the job.

Although it may seem like playing with words, this subtle shift of emphasis is
fundamental to understanding the strategic approach to performance.



Chapter 10 Strategic aspects of performance

WINDOW ON PRACTICE

INFLUENCES ON OUR UNDERSTANDING OF
PERFORMANCE

The Japanese influence

In the 1980s the success of Japanese companies and the decline of Western organ-
isations encouraged an exploration and adoption of Japanese management ideas and
practices in order to improve performance. Thurley (1982) described the objectives
of personnel policies in Japan as performance, motivation, flexibility and mobility.
Delbridge and Turnbull (1992) described type ]’ organisations (based on Japanese
thinking) as characterised by commitment, effort and company loyalty. A key theme
in Japanese thinking appears to be people development and continuous improve-
ment, or ‘kaizen’.

Much of this thinking and the specific management techniques used in Japan, such
as JIT (just in time), have been adopted into UK organisations, often in an uncritical
way and without due regard for the cultural differences between the two nations. It
is only where the initiatives are developed and modified for their location that they
appear to succeed.

The American literature

Key writers from the American ‘excellence’ school, Peters and Waterman (1982),
identified eight characteristics that they found to be associated with excellent com-
panies —all American. These companies were chosen as excellent on the basis of their
innovativeness and on a set of financial indicators, compared on an industry-wide
basis. The characteristics they identified were:

e a bias for action — rather than an emphasis on bureaucracy or analysis;
e close to the customer — concern for customer wishes;

e autonomy and entrepreneurship — the company is split into small operational
units where innovation and initiative are encouraged;
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e productivity through people — employees are seen as the key resource, and the
value of the employees’ contribution is reinforced;

e hands on, value driven — strong corporate culture promoted from the top;

e stick to the knitting — pursuing the core business rather than becoming
conglomerates;

e simple form, lean staff — simple organisation structure and small HQ staffing;

e simultaneous loose and tight properties — company values strongly emphasised,
but within these considerable freedom and errors tolerated.

Peters and Waterman identified a shift from the importance of strategy and struc-
tural factors to style, systems, staff and skills (from the hard ‘s’s to the soft ‘s’s). In a
follow-on book Peters and Austin (19835) identify four key factors related to excel-
lence as concern for customers, innovation, attention to people and leadership.

However, there are problems with the research methodology used; for example,
no comparison was made with companies not considered to be excellent. We do not,
therefore, know whether these principles were applied to a greater extent in excellent
organisations. In addition, a number of the companies quoted have experienced
severe problems since the research was carried out, and there remains the problem of
the extent to which we can apply the results to UK organisations.

Whatever the reservations, the influence of this work on strategic thinking about
performance remains profound. Even the use of the term ‘excellence’ means that
there is a change of emphasis away from deadpan, objective terms such as profitabil-
ity, effectiveness, value added and competitive advantage towards an idea that may
trigger a feeling of enthusiasm and achievement. “Try your best” becomes ‘Go for it’.

More recently there has been considerable quantitative research in the USA that
aims to identify HR practices which lead to high organisational performance, for
example Huselid (1995) and Pfeffer (1998). The HR practices identified are termed
‘high performance work practices’ and have encouraged similar investigations in the
UK to determine ‘high commitment work practices’.

HRM and the strategy literature

The HRM strategy literature provides different ways to understand the contribution
of HR policies and practices to organisational performance. We noted in Chapter 2
that three distinct approaches to HR strategy can be identified. The universalist or
best practice approach presupposes that certain HR policies and practices will
always result in high performance, and the question is to identify exactly what these
are. The contingency or fit approach suggests that different HR policies and practices
will be needed to produce high performance in different firms depending on their
business strategy and environment. Finally the resource-based view of the firm sug-
gests that neither of these approaches is sufficient, but that every organisation and its
employees should be considered as unique and that the set of HR policies and prac-
tices that will result in high performance will also be unique to that firm. From this
perspective no formula can be applied, and the way that people processes contribute
to organisational performance can only be understood within the context of the
particular firm. These three perspectives have resulted in different investigational
approaches to understanding the impact of people management on organisational
performance, as will become clear in the following section.
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DO PEOPLE-MANAGEMENT PROCESSES CONTRIBUTE TO
HIGH PERFORMANCE?

The investigations to date have had a dual purpose, the first being to seek to estab-
lish a link between people-management practices and organisational performance.
In other words, does the way that people are managed affect the bottom line? The
second one follows logically from this, and is: If the answer to the first question is
yes, then which particular policies and practices result in high performance? Both
these questions are usually investigated in parallel. A variety of different definitions
of performance have been used in these studies. These range from bottom line fin-
ancial performance (profitability), through productivity measures, to measurement
of outcomes such as wastage, quality and labour turnover (which are sometimes
referred to as internal performance outcomes). Sometimes the respondent’s view of
performance is used, on the basis that bottom line figures can be influenced by man-
agement accounting procedures. The studies have generally used large datasets and
complex statistical analysis to determine relationships.

Some researchers argue that the performance effects of HR policies and practices
are multiplicative rather than additive, and this is often termed the ‘bundles’
approach (see, for example, MacDuffie 19935), and this highlights an emphasis on
internal rather than external fit. In other words, a particular set of mutually rein-
forcing practices is likely to have more impact on performance than applying one or
just some of these in isolation. Pfeffer (1998), for example, identifies seven critical
people-management policies: emphasising employment security; recruiting the ‘right’
people; extensive use of self-managed teams and decentralisation; high wages solidly
linked to organisational performance; high spending on training; reducing status dif-
ferentials; and sharing information; and he suggests that these policies will benefit
every organisation. In the UK the Sheffield Enterprise Programme (Patterson et al.
1997) has studied 100 manufacturing organisations over 10 years (1991-2001) and
used statistical techniques to identify which factors affect profitability and product-
ivity. It has been reported that aspects of culture, supervisory support, concern for
employee welfare, employee responsibility, and training were all important variables
in relation to organisational performance. Also in the UK, Wood and de Menezes
(1998) identify a bundle of HR practices which they term high-commitment man-
agement, and these comprise recruitment and selection processes geared to selecting
flexible and highly committed individuals; processes which reward commitment and
training by promotion and job security; and the use of direct communication and
teamwork.

This avenue of work has a very optimistic flavour, suggesting that not only are
people-management practices related to high organisational performance, but that
we can identify the innovative and sophisticated practices that will work best in
combination. On a practical level there are problems because different researchers
identify different practices or ‘bundles’ associated with high performance (see, for
example, Becker and Gerhard 1996).

There have been many criticisms of this approach, partly based on the methods
used — which involve, for example, the view of a single respondent as to which
practices are in place, with no account taken of how the practices are implemented.
A further confusion is that some studies are at establishment level, some at corporate
level, some are sector based and some are cross-sector. Each of these approaches has
inbuilt problems and creates extreme difficulties for any meta-analysis of the studies

227



Part Il Performance

228

so far. A further problem is causality. It could be that profitable firms use best prac-
tice people-management methods, because they can afford to since they are profit-
able, rather than that such methods lead to profitability. A further issue concerns the
conflict between different aspects of the bundle. Such contradictions are, for example,
between individualism and teamwork and between a strong culture and adaptability.
Lastly, this approach ignores the business strategy of the organisation.

The work we have described so far comes from a universalist/best practice per-
spective and an alternative way forward is to use the contingency or fit point of view
(see, for example, the work of Wright and Snell 1998), asking the question, ‘Which
people-management policies create high performance in which different organisa-
tional circumstances?’ This approach does bring the integration with business strat-
egy to the fore, and draws attention to sectoral differences; for example Guest (2001)
has suggested that ‘high performance work practices’ may be effective in producing
high performance in manufacturing rather than services. However, it fails to provide
a more useful way forward. Attempting to model all the different factors that
influence the appropriate set of HR policies and practices that lead to high perform-
ance is an extremely complex, if not impossible, task. In addition to this Purcell ez al.
(2000) argue that the speed of change poses a real problem for the fit approach.

In summary, the extent to which all the statistical work that has been done proves
the relationship between people-management practices and organisational perform-
ance continues to be hotly contested. Reviewing the academic literature Richardson
and Thompson (1999) come to the conclusion that the evidence indicates a positive
relationship between innovative and sophisticated people-management practices and
better business performance. Guest et al. (2003), however, recognise that although
the statistical work so far provides some associations between people management
and organisational performance there is a lack of convincing evidence. Guest (2000),
Hall (2002) and particularly Purcell (1999) all provide detailed expositions of the
problems with the above approaches.

Purcell (1999) suggests that a more useful approach is to focus on the resource-
based view of the firm, which is the third perspective on HR strategy that we
considered in Chapter 2. From this perspective each organisation is a unique and
complex whole, so we need to look beyond lists of HR policies and practices to
explain organisational performance. We also need to consider long-term perform-
ance capability and not just short-term performance improvements. From this per-
spective Paauwe and Richardson (2001) argue that the move to longitudinal studies
and case study work is useful, and suggest that organisational context and institu-
tional arrangements need greater attention; Becker and Gerhart (1996) suggest that
it is more likely to be the architecture of the system, not just a group of HR practices,
that results in high performance, and Purcell suggests that it is how practices are
implemented and change is managed that makes the difference. Hutchinson ef al.
(2000) term this ‘idiosyncratic fit’. The work of Purcell and his colleagues from Bath
University, which forms part of the CIPD’s research in this area, attempts to address
some of the deficits in large sample statistical work. They have investigated 12 case
study organisations on a longitudinal basis, collecting the employees’ view and con-
centrating on the line manager’s role in implementation.

They collected data on 11 HR policy/practice areas identified from previous
research as being linked to high organisational performance. In testing the link
between people management and performance this study differs from others in that
the measures taken were ones that were the most meaningful to each organisation.
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Also the organisations were each visited twice over a two-and-a-half-year period so
comparisons could be made over time. Their results are not clear-cut, but a major
conclusion is that it is the way policies are implemented and the role of line mangers
which are critical. They also acknowledge that it is difficult to disentangle the
performance impact of HR policies from the performance impact of changing
environmental circumstances and other changes such as technology. They do argue,
however, that those organisations with a ‘big idea’, which expresses what the organ-
isation stands for and what it is trying to achieve, were more able to sustain their
performance over the longer term. For example the big idea in Jaguar is quality and
in Nationwide it is mutuality. They also found that such big ideas have five char-
acteristics in high-performing organisations:

e Embedded - in policies and practices

e Connected — connects relationships with customers, values, culture and the way
people are managed

e Enduring - stable, longlasting values which survive even in difficult times
e Collective — acts as corporate glue

e Measured and managed — often through the use of balanced scorecard type
approaches

HOW DO HR POLICIES AND PRACTICES AFFECT
PERFORMANCE?

We have sufficient evidence to claim that HR policies and practices do affect com-
pany performance, although some studies (for example Lahteenmaki and Storey
1998) do not support this. We then need to understand better the processes which
link these HR practices to business performance. As Purcell et al. (2000) point out,
‘what remains unclear is what is actually happening in successful organisations to
make this connection’ (p. 30). Currently the focus is on commitment in mediating the
impact of HR policies and practices on business performance, and we shall consider
this in more detail.

Commitment
Commitment has been described as:

e Attitudinal commitment — that is, loyalty and support for the organisation,
strength of identification with the organisation (Porter 1985), a belief in its values
and goals and a readiness to put in effort for the organisation.

e Behavioural commitment — actually remaining with the company and continuing
to pursue its objectives.

Walton (1985) notes that commitment is thought to result in better quality, lower
turnover, a greater capacity for innovation and more flexible employees. In turn
these are seen to enhance the ability of the organisation to achieve competitive
advantage. Iles, Mabey and Robertson (1990) add that some of the outcomes of
commitment have been identified as the industrial relations climate, absence levels,
turnover levels and individual performance. Pfeffer (1998) and Wood and Albanese
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Figure 10.1 A simple model of HRM and performance (Source: D. Guest (2000) ‘Human resource
management, employee well-being and organizational performance’. Paper presented to the CIPD Professional
Standards Conference, 11 July. Reproduced with the permission of the author.)

(1995) argue that commitment is a core variable, and Guest (1998, p. 42) suggests
that:

The concept of organizational commitment lies at the heart of any analysis of HRM.
Indeed the whole rationale for introducing HRM policies is to increase levels of
commitment so that other positive outcomes can ensue.

Hence we see the adoption of the terms ‘high commitment work practices’ and
‘high commitment management’ and their linkage with high performance. Meyer
and Allen (1997) argue that there is not a great deal of evidence to link high com-
mitment and high levels of organisational performance. Guest (2000) reports ana-
lyses of the Workplace Employment Relations Survey (WERS) data and the Future
of Work Survey data to show some support for the model that HR practices have an
impact on employee attitudes and satisfaction, which in turn have an impact on
internal performance outcomes. He is, however, cautious about identifying causal
links. In this context Guest uses commitment as shorthand for employee attitudes
and values, as shown in his model in Figure 10.1.

Some authors, however, have argued that high commitment could indeed reduce
organisational performance. Cooper and Hartley (1991) suggest that commitment
might decrease flexibility and inhibit creative problem solving. If commitment
reduces staff turnover, this may result in fewer new ideas coming into the organisa-
tion. Staff who would like to leave the organisation but who are committed to it in
other ways, for example through high pay and benefits, may stay, but may not pro-
duce high levels of performance.

As well as the debate on the value of commitment to organisational performance,
there is also the debate on the extent to which commitment can be managed, and
how it can be managed. Guest (1992) suggests that commitment is affected by: per-
sonal characteristics; experiences in job role; work experiences; structural factors;
and personnel policies.

WINDOW ON PRACTICE
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Lastly, it is important to consider whether using commitment as a shorthand for
attitudes and satisfaction is sufficient, and whether there are other important dimen-
sions which may be lost, by focusing on commitment alone. Patterson et al. (1997)
found that in addition to commitment, employee satisfaction was related to organ-
isational performance. Purcell and his colleagues (2003) give equal prominence to
job satisfaction and motivation. In their model HR policies and practices are seen to
impact on employee ability/skills, motivation and incentive (in that people can be
motivated to use their ability productively via intrinsic and extrinsic rewards) and
opportunity. In turn these three factors have an impact on commitment, individual
motivation and job satisfaction, all of which have an impact on employee discre-
tionary behaviour which in turn impacts on performance. In relation to HR practices
they found that:

e job influence, career opportunities, job challenge, involvement in management
decisions, training and line manager respect all influence employee motivation;

e job influence, career opportunities, job challenge and teamworking all influence
job satisfaction;

e training, career opportunities, job challenge, management leadership, performance
appraisal, work-life balance and communication on organisational performance
all influence commitment.
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We have previously considered some HR policies and practices that have been
identified as related to high performance, and have noted the idea of using practices
in bundles. Many of the popular performance initiatives that companies have
adopted represent similar (but not the same) bundles of HR policies and practices,
and we now turn to these. There are many small initiatives every day that help to
improve performance, but we are concentrating here on major strategic initiatives
although the labels may, of course, mean different things in practice in different
organisations. Interestingly, Guest and King (2001) found that many senior man-
agers were not aware of the research on performance, and it is therefore unclear
what is informing senior managers’ choice of performance initiatives.

This brings us to the concern that too many initiatives in the same organisation
will give conflicting messages to employees, particularly when they are introduced by
different parts of the business. There may, for example, be contradictions between
the messages of total quality management (‘right first time’) and those of the learn-
ing organisation type of approach (‘it’s OK to make mistakes as long as you learn
from them’).

The performance research to date focuses very much on the individual, but we
agree with Caulkin (2001) who suggests that organisations also need to develop the
capability of the organisation as a whole, and to this end we include in Table 10.1
three levels of initiative depending on the primary focus: organisational, team or
individual. Some of them partly cover the same ground, and it would be surprising
to find them in the same business at the same time.

Some major performance initiatives

Organisational focus Learning organisation
Knowledge management
Organisational development
Investors in people
Total quality management (TQM)
Performance culture
Lean production
Business process re-engineering
Just in time (JIT)
Standards: e.g. ISO9000

Customer care/orientation

Individual focus Performance management
Performance-related pay
Self-development/continuous development

Empowerment

Team focus High-performance teams
Cross-functional teams

Self-regulating teams
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ACTIVITY 10.1

THINGS THAT GO WRONG

The level of satisfaction with performance initiatives is typically low (Antonioni
1994), so we close this chapter with a summary of the problems most often reported.

The process/people balance

Schemes rarely strike the right balance between a people emphasis and a process
emphasis. Concentrating on being brilliant at talking to the people, getting them
going and talking them down gently if they don’t quite make it will not suffice if
there is not a clear, disciplined process that brings in the essential features of consist-
ency and defining sensible goals. Getting the goals and measures right is a waste of
time if there is not the necessary input to changing attitudes, developing skills and
winning consent.

Getting the measures right

On the basis of what gets measured gets done, it is critical that the organisation
selects the most useful measure of performance for the organisaton as a whole and
for the individuals within it. Single measures are unlikely to be sufficiently robust.
Kaplan and Norton (1992) argue convincingly that the mix of measures which an
organisation should use to assess its performance should be based around four dif-
ferent perspectives:

e Financial measures — such as sales growth, profits, cash flow and increased
market share.

e Customer measures — that is, the customer perspective, which looks at, for
example, delivery time, service quality, product quality.

e Internal business measures — cycle time, productivity, employee skills, labour
turnover.

o Innovation and learning perspective — including such elements as ability to innov-
ate and improve.

The focus must be on what is achieved: results are what count. At an individual
level a focus on behaviour rather than results achieved can be unhelpful, leading to
personality clashes, and misleading. Doing things in the right way is no substitute for
doing the right things. For a further exploration of the difficulties with performance
measures see case 10.1 on the website.
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Management losing interest

A constant axiom with any initiative is the need for endorsement from senior man-
agement. With a performance initiative there is the need to go a great deal further.
First, senior managers have to accept that the initiative is something in which they
have to participate continuously and thoroughly. They cannot introduce it, say how
important it is and then go off to find other games to play:

studies have shown that in organisations that utilise performance management, 90 per
cent of senior managers have not received performance reviews in the last two years.
Clearly the problem here is that PM is not used, modelled and visibly supported at the
top of the organisation. Sooner or later people at lower levels catch on and no longer
feel compelled to take the time to make PM work. (Sparrow and Hiltrop 1994, p. 565)

The second aspect is indicated in that quotation. Performance initiatives will not
work unless people at all levels either believe in them or are prepared to give them a
try with the hope that they will be convinced by the practice.

The teaml/individual balance

Individuals can rarely perform entirely on their own merits; they are part of a depart-
ment or team of people whose activities interact in innumerable ways. Trevor
Macdonald may read the television news with a clarity and sureness that is out-
standing, but it would be of little value if the lights did not work or the script con-
tained errors. Most working people, no matter how eminent, are not solo performers
to that extent. Somehow the performance initiative has to stimulate both individual
and team performance, working together within the envelope of organisational
objectives.

ACTIVITY 10.2
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Leaving out the development part

A key feature of managing performance is developing people so that they can
perform. This is the feature that is most often not delivered. It is often the lack of
follow-up on development needs that is the least satisfactory aspect of performance
management systems.

Implementing and managing the change

If, as Purcell (1999) identifies, ‘our concern should be less about the precise policy
mix in the “bundle” and more about how and when organisations manage the
HR side of change’, then the way that large and small performance initiatives are
implemented and managed is critical. While this is well-trodden ground, there is
considerable evidence of attempted changes which have failed for a wide range of
reasons including: trust is low; change is seen as a management fad which will go
away; change has been poorly communicated and understood; change is just a way
to get us to work harder for the same money. Changing employee behaviour is also
influenced by the culture of the organisation, and for a further exploration of the link
between culture and performance initiatives see case 10.2 on the website.

GETTING IT RIGHT

Here are four suggestions for running a successful performance initiative:

1 Develop and promulgate a clear vision for the business as a framework for indi-
vidual/team goals and targets.

2 In consultation, develop and agree individual goals and targets with three charac-
teristics: (a) what to do to achieve the target; (b) how to satisfy the customer rather
than pleasing the boss; (c) targets that are precise, difficult and challenging, but
attainable, with feedback.

3 Do not begin until you are sure of: (a) unwavering commitment from the top; (b)
an approach that is driven by the line and bought into and owned by middle and
first-line managers; (c) a system that is run, monitored and updated by HR speci-
alists; (d) an agreement that every development commitment or pay commitment
is honoured, or a swift, full explanation is given of why not.

4 Train all participants.

SUMMARY PROPOSITIONS

10.1

235



Part Il Performance

236

GENERAL DISCUSSION TOPICS
1 To what extent can the American excellence literature be applied in a UK setting?

2 Can commitment, empowerment and job flexibility be pursued together? If yes, how can
this be achieved? If no, why not — what are the alternatives?

FURTHER READING

Purcell J., Kinnie, N. and Hutchinson, S. (2003) ‘Open minded’, People Management,
Vol. 9, No. 10, 15 May, pp. 30-3

A useful summary of the Bath research to date, if you can’t afford or haven’t time to read the
full report — provided in the reference list below (Purcell ez al. 2003). Displays the whole
people and performance model and discuses the importance of implementation of policies.
Provides some detail on the importance of the ‘big picture’ and the five key attributes of this.

Truss, C. (2003) ‘Complexities and controversies in linking HRM with organizational out-
comes’, Journal of Management Studies, Vol. 38, No. 8, pp. 1121-48

An excellent critique of the quantitative approach to establishing the link between people
policies and organisational performance. Useful case study of Hewlett-Packard which demon-
strates that even high-performing companies do not necessarily follow best practice in all areas
of people management. The approach taken in this research is different in that it tracks back
from high performance and looks at the people management processes which contribute to
this.
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ORGANISATIONAL PERFORMANCE:
KNOWLEDGE AND LEARNING

1 REVIEW THE NATURE OF ORGANISATIONAL INITIATIVES AND PROCESSES WHICH FOCUS ON ORGANISATIONAL
PERFORMANCE

2 EXPLORE THE CONCEPTS OF LEARNING ORGANISATIONS AND ORGANISATIONAL LEARNING

3 EXPLAIN THE CONCEPT AND PRACTICE OF KNOWLEDGE MANAGEMENT
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There was a time when performance was seen primarily in terms of individual
motivation and performance. The focus has now shifted to emphasise performance
of the organisation as a whole. While some performance variations are the result of
individual differences, ultimate organisational performance can also be significantly
affected by systems, processes, structures and culture. These are outside the control
of the individual employee, but can be implemented and controlled to some extent
by managers. The focus of this chapter is on the whole organisation and its perform-
ance, although it is inevitable that within this individual performance and team
performance issues will play a part.

ORGANISATIONAL PERFORMANCE ‘INITIATIVES’

The word ‘initiative’ may appear inappropriate, as approaches to improving organ-
isational performance may be seen as long-term and permanent changes in the
philosophy of the organisation and the way that it is managed. We use the word
‘initiative’ as this is usually the term used for packaging such ideas and presenting
them to managers. These ‘initiatives’ generally involve a variety of organisational
change measures, which may be structural, processual and/or cultural. Culture, in
particular, has a high profile. How many times have you heard that organisations are
attempting to develop a ‘quality culture’, a ‘learning culture’ or a ‘knowledge-centric
culture’?

Many of these initiatives overlap; for example, similarities between business pro-
cess re-engineering (BPR) and total quality management (TQM), and between TQM
and learning organisations have been pointed out, although there are contradictions
here too. Much current research and literature demonstrates the similarity between
learning organisations and knowledge management. Similar concepts are used,
such as ‘communities of practice’ (see, for example, Ortenblad 2001); and similar
dilemmas are addressed, such as how to embed individual knowledge and learning
into organisational systems and processes. Some of the same researchers investigate
both areas, others link the two areas explicitly together (see, for example, Wang
and Ahmed 2003), and conferences span both areas, for example the 2001 event
in a series of conferences on organisational learning was entitled ‘Organisational
Learning and Knowledge Management: New Directions’ (Vince et al. 2002).

The term ‘initiative’ may also be misleading in that some organsiations may dis-
play characteristics of these organisational performance strategies without ever con-
sciously trying to implement such a strategy. A good example of this is provided by
Jones (2001) who, in research on organisational twinning, claims that he might have
‘discovered’ a learning organisation. He suggests that members of the organisation
may not have heard the term ‘learning organisation’, but the way that the organ-
isation was led and managed provided the suitable conditions for a learning organ-
isation to happen naturally. This is an interesting contrast to organisations which
employ the rhetoric of a learning organisation but which in practice are quite differ-
ent. In all of these performance initiatives, it is unfortunate that the way they have
been applied does not always live up to the ideals that are promulgated.
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The interest in learning organisations has been stimulated by the need to be com-
petitive, as learning is considered to be the only way of obtaining and keeping a
competitive edge. Edmonson and Moingeon (1998, p. 9) put it very well when
they say:

To remain viable in an environment characterized by uncertainty and change,
organizations and individuals alike depend upon an ability to learn.

While the concept of organisational learning has been explored for some time, the
concept of the learning organisation is a comparatively recent notion reflected in the
literature since the late 1980s. Pedler et al. (1989) suggested that the concept of
the learning organisation was a response to poor organisational performance. In
other words they saw it as a way of overcoming

sluggishness, an excess of bureaucracy and over-control, of organisations as
straitjackets frustrating the self-development efforts of individual members and failing to
capitalise upon their potential.

In 1987 Pedler, Boydell and Burgoyne carried out a project entitled ‘Developing
the Learning Company’ and interviewed staff in organisations which were pursuing
learning company strategies. They asked why these strategies had been adopted, and
found such reasons as the need to improve quality; the wish to become more
people oriented in relation to both staff and customers; the need to encourage ‘active
experimentation’ and generally to cope with competitive pressures in order to sur-
vive. They defined the learning organisation, which they identify as a ‘dream’ rather
than a description of current practice, as:

an organisation which facilitates the learning of all its members and continually
transforms itself.

By the year 2003 there was still little empirical evidence of organisations that have
transformed themselves like this, and in 1999 Sloman suggested that the concept of
the learning organisation was in terminal decline. Part of the problem, he argues, is
that there is such confusion over the concept and, as Stewart (2001) notes, a lack of
tangible practices to implement. While Burgoyne (1999), and many others, such as
Popper and Lipshitz (2000), concur with the extent of confusion, Burgoyne claims
that there is still considerable interest in the idea from both organisations and aca-
demics, and that our understanding of the concept needs to be developed. He recog-
nises that much of the early thinking about the learning organisation was naive, and
suggests that, as the concept is developed, organisations will have more success with
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it. In particular, he describes the idea of becoming a learning organisation as one
grand project, as ‘utopian and unrealistic’, and he recognises the value of a more
incremental approach.

Easterby-Smith and Araujo (1999) note that a number of different disciplines have
made a contribution to the debate on organisational learning and learning organisa-
tions, producing a plurality of perspectives. Part of the confusion, though, lies in the
practices adopted by organisations under the banner of a learning organisation,
rather than in the fundamental ideas. Academics and theorists may place different
emphases on different aspects, but these are mutually supportive rather than con-
flicting. There is a common thread of a holistic approach and that organisational
learning is greater than the sum of individual learning in the organisation. Different
organisations appear to have been inspired by some aspects of this approach and,
having adopted these, they see themselves as learning organisations. In essence they
have taken some steps towards their goal, and have certainly improved the level of
learning going on in the organisation, but have taken a partial rather than a holistic
approach. A further confusion lies in the difference between the nature of organisa-
tional learning and the learning organisation, which we consider in the following
section.

Organisational learning and the learning organisation

The study of organisational learning is based on the detached observation of indi-
vidual and collective learning processes in the organisation. The approach is crit-
ical and academic, and the focus is the nature and processes of learning, whereas
Easterby-Smith and Araujo (1999) suggest that the study of learning organisations
is focused on ‘normative models for creating change in the direction of improved
learning processes’. Much of the research on learning organisations has been pro-
duced by consultants and organisations that are involved in the process. In other
words the data come from an action learning perspective and are produced by inter-
ested parties, giving, inevitably, a positive spin to what is produced. This is not to say
that the learning organisation perspective is devoid of theory. The study of learning
organisations often focuses on organisational learning mechanisms, and these can be
seen as a way of making the concept of organisational learning more concrete, and
thus linking the two perspectives. Popper and Lipshitz (1998) describe organisa-
tional learning mechanisms as the structural and procedural arrangements that allow
organisations to learn, in other words:

that is to collect, analyse, store, disseminate and use systematically information that is
relevant to their and their members’ performance.

These issues are well reflected in Pedler ez al.’s (1991) model of the learning organ-
isation, which we will describe shortly. Easterby-Smith and Araujo (1999) argue
that the literature on the learning organisation draws heavily on the concepts of
organisational learning, from a utilitarian perspective, and there is some commonal-
ity in the literature, as Argyris and Schon (1996) suggest. It is generally agreed that
there is a lack of critical research from both perspectives.
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Organisational and individual learning

Although some pragmatic definitions of learning organisations centre on more and
more individual learning, learning support and self-development, organisational
learning is more than just the sum of individual learning in the organisation. It is only
when an individual’s learning has an impact on and interrelates with others that
organisation members learn together and gradually begin to change the way things
are done.

WINDOW ON PRACTICE

In this way mutual behaviour change is achieved which increases the collective
competence, rather than just individual competence. Argyris and Schon (1978) see
such learning as a change in the ‘theory in use’ (that is, the understanding, whether
conscious or unconscious, that determines what we actually do) rather than merely
a change in the ‘espoused’ theory (what we say we do). In other words the often
unspoken rules of the organisation have changed. The question of how individual
learning feeds into organisational learning and transformation, and how this is
greater than the sum of individual learning, is only beginning to be addressed.
Viewing the organisation as a process rather than an entity may offer some help here.
Another perspective is that of viewing the organisation as a living organism. Pedler
et al. (1991) make a useful start with their company energy flow model, shown in
Figure 11.1.

Argyris and Schon (1978) describe different levels, or loops, of organisational
learning, which others have developed. These levels are:
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Figure 11.1 The energy flow model (Source: M. Pedler, J. Burgoyne and T. Boydell (1991) The Learning
Company. Maidenhead: McGraw-Hill. Copyright © 1991 McGraw-Hill Europe. Reproduced with the permission of
McGraw-Hill Book Company, Europe.)

e Level 1: Single loop learning: Learning about how we can do better, thus improv-
ing what we are currently doing. This is seen as learning at the operational level,
or at the level of rules.

e Level 2: Double loop learning: A more fundamental level, which is concerned with
‘why’ questions in relation to what we are doing rather than with doing the same
things better, that is, questioning whether we should be doing different things.
This level is described as developing knowledge and understanding due to
insights, and can result in strategic changes and renewal.

e Level 3: Triple loop learning: This level of learning is the hardest of all to achieve
as it is focused on the purpose or principles of the organisation, challenging
whether these are appropriate, and is sometimes described as learning at the level
of will or being.

All these levels of organisational learning are connected, as shown in Figure 11.2.

What are the characteristics of learning organisations?

There are many different approaches to describing the characteristics of a learning
organisation, and we shall briefly consider three of these. First, we look at the
approach of Pedler et al. (1991), who identify 11 characteristics of a learning organ-
isation, grouped into five general themes.

Strategy

Two characteristics within this theme are suggested, first that a learning approach
to strategy should be taken. Strategy formation, implementation, evaluation and
improvement are deliberately structured as learning experiences by using feedback
loops. Second, participative policy making infers that this is shared with all in the
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Principles Insights Rules Behaviour Outcomes

single loop
improvement outcome

double loop
renewal outcome

triple loop
development outcome

Figure 11.2 Three levels of organisational learning (Source: Adapted from J. Swieringa and
A. Wierdsma (1992) Becoming a Learning Organisation. Wokingham: Addison-Wesley.)

organisation, and even further, that suppliers, customers and the total community
have some involvement. The aim of the policy is to ‘delight customers’, and the dif-
ferences of opinion and values that are revealed in the participative process are seen
as productive tensions.

Looking in

Four characteristics are suggested within this theme — the first being informating
which involves using technology to empower and inform employees, and is made
widely available. They note that such information should be used to understand
what is going on in the company, and so stimulate learning, rather than used to
reward, punish or control. Second, there is formative accounting and control which
involves designing accounting, budgeting and reporting systems to assist learning.
Third, there is internal exchange which involves all internal units seeing themselves
as customers and suppliers of each other. Fourth, they identify reward flexibility,
which implies that the question of why some receive more money than others is a
debate to be brought out into the open. They recommend that alternatives are dis-
cussed and tried out, but recognise that this is the most difficult of the 11 character-
istics to put into practice.

Structures

Enabling structures suggest that roles are loosely structured in line with the needs of
internal customers and suppliers, and in a way that allows for personal growth and
experimentation. Internal boundaries can be flexible. For example, project groups
and transient structures help to break down barriers between units, provide mechan-
isms for spreading new ideas and encourage the idea of change.

Looking out

Boundary workers as environmental scanners implies that part of the role of all
workers in contact with suppliers, customers and neighbours of the organisation
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should be to participate in data collection. A second feature in this theme is inter-
company learning, which entails joining with customers, suppliers and possibly com-
petitors in training experiences, research and development and job exchanges. They
also suggest that benchmarking can be used to learn from other companies.

Learning opportunities

First, a learning climate is important, that is, one that encourages experimentation
and learning from experience, questioning current ideas, attitudes and actions and
trying out new ideas. Mistakes are allowed because not all new ideas will work.
There is a focus on continuous improvement, and the involvement of customers, sup-
pliers and neighbours in experimentation is suggested. A learning climate suggests
that feedback from others is continually requested, is made available and is acted
upon. Second, self-development opportunities for all requires resources and facilit-
ies for self-development for employees at all levels in the organisation, and coach-
ing, mentoring, peer support, counselling, feedback and so on must be available to
support individuals in their learning.

Which of the 11 dimensions identified by Pedler et al. (1991) are currently being
pursued in your organisation, or any organisation with which you are familiar? How
is this being done?

Apart from ‘reward flexibility’ which of the 11 would be the most difficult for this
organisation to pursue? What are the barriers, and how might they be overcome?

Peter Senge (1990) takes a slightly different perspective. In his book about the art
and practice of a learning organisation he identified five vital dimensions in building
organisations which can learn, which he refers to as disciplines:

1 Systems thinking. This is an understanding of the interrelatedness between things,
seeing the whole rather than just a part and concentrating on processes. In terms
of organisational actions it suggests that connections need to be constantly made
and that there must be consideration of the implications that every action has else-
where in the organisation.

2 Personal mastery. This underlines the need for continuous development and indi-
vidual self-development.

3 Mental models. This is about the need to expose the ‘theories in use’ in the organ-
isation. These can block change and the adoption of new ideas, and can only be
confronted, challenged and changed if they are brought to the surface rather than
remaining unconscious.

4 Shared visions. This is expressing the need for a common purpose or vision which
can inspire members of the organisation and break down barriers and mistrust.
Senge argues that such a vision plus an accurate view of the present state results
in a creative tension which is helpful for learning and change.
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5 Team learning. Teams are seen as important in that they are microcosms of the
organisation, and the place where different views and perspectives come together,
which Senge sees as a productive process.

Senge acknowledges that he presents a very positive vision of what organisations
can do, and recognises that without the appropriate leadership this will not happen.
He goes on to identify three critical leadership roles: designer, teacher and steward.
As designer the leader needs to engage employees at all levels in designing the vision,
core purpose and values of the organisation: design processes for strategic thinking
and effective learning processes. As teacher the leader needs to help all organisation
members gain more insight into the organisational reality, to coach, guide and facil-
itate, and help others bring their theories into use. As steward the leader needs to
demonstrate a sense of personal commitment to the organisation’s mission and take
responsibility for the impact of leadership on others.

Bob Garratt (1990) concentrates on the role that the directors of an organisation
have in encouraging a learning organisation and in overcoming learning blocks. He
suggests:

the top team concentrate on strategy and policy and hold back from day-to-day
operational issues;

e thinking time is needed for the top team to relate changes in the external envir-
onment to the internal working of the organisation;

e the creation of a top team, involving the development and deployment of the
strengths of each member;

o the delegation of problem solving to staff close to the operation;

e acceptance that learning occurs at all levels of the organisation, and that directors
need to create a climate where this learning flows freely.

Clearly, a learning organisation is not something that can be developed overnight
and has to be viewed as a long-term strategy.

Easterby-Smith (1990) makes some key points about encouraging experimenta-
tion in organisations in relation to flexible structures, information, people and
reward. We have discussed flexibility and information in some detail. In respect of
people he argues that organisations will seek to select those who are similar to cur-
rent organisation members. The problem here is that such a strategy, in reinforcing
homogeneity and reducing diversity, restrains the production of innovative and cre-
ative ideas. He sees diversity as a positive stimulant and concludes that organisations
should therefore select some employees who would not normally fit their criteria,
and especially those who would be likely to experiment and be able to tolerate ambi-
guity. In relation to the reward system he notes the need to reinforce rather than
punish risk taking and innovation.

Critique

The initial idealism of the learning organisation concept has been tempered by
experiences, and more pragmatic material is gradually being developed. Popper and
Lipshitz (2000) have identified four conditions under which organisational learning
is likely to be productive. These are in situations where there is:
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1 Valid information — that is, complete, undistorted and verifiable information.

2 Transparency — where individuals are prepared to hold themselves open to inspec-
tion in order to receive valid feedback. This reduces self-deception, and helps to
resist pressures to distort information.

3 Issues orientation rather than a personal orientation — that is, where information
is judged on its merits and relevance to the issue at hand, rather than on the
status or attributes of the individual who provides the information.

4 Accountability - that is, ‘holding oneself responsible for one’s own actions and
their consequences and for learning from these consequences’.

In a different approach Burgoyne (1999) provides a list of nine things that need to
happen for continuous learning to become a reality.

There remains a wide range of concerns regarding the concept of the learning
organisation. Hawkins (1994) notes the evangelistic fervour with which learning
organisations and total quality management (TQM) are recommended to the unini-
tiated and fears that the commercialisation of these ideas means that they become
superficial. He argues that an assumption may be made that all learning is good
whatever is being learned, whereas the value of learning is where it is taking us and,
as Stewart (2001) points out, learning is neither objective nor neutral. Learning should
be seen as the means rather than the end in itself. Learning to be more efficient at
what is being done does not necessarily make one more effective; it depends on the
appropriateness of the activity itself. It is not surprising therefore that there is a lack
of evidence linking learning organisation strategies with financial performance (see,
for example, Sonsino 2002).

Nor does the literature cover adequately the barriers to becoming a learning
organisation — for example, the role of politics within the organisation. If learning
requires sharing of information, and information is power, then how can individuals
be encouraged to let go of the power they have? There has also been a lack of atten-
tion to emotion, ethics and human irrationality. Harris (2002), for example, demon-
strates how the potential for learning in her retail bank case studies was constrained
by the overwhelming desire to maintain continuity in the organisation.

In particular, both Senge (1990) and Garratt (1990) have high expectations of the
leaders of organisations. To what extent are these expectations realistic, and how
might they be achieved? The literature of learning organisations has a clear unitarist
perspective — the question of whether employees desire to be involved in or united
by a vision of the organisation needs to be addressed. The question of willing
participation was also raised by Harris when she found that contractors were unwill-
ing to share their learning when leaving the organisation, even though this expecta-
tion was built into their contracts. For a useful critique of the assumptions behind
learning organisations, see Coopey (1995). In addition, the full complexity of the
ideas implicit in the words ‘learning organisation’ requires more explanation.

The problems in implementing learning organisation prescriptions has led Sun
and Scott (2003) to suggest that attention needs to refocus on organisational learn-
ing in order really to understand how individual learning can be transformed into
collective learning, and they suggest some useful ways forward. An alternative devel-
opment is that of the ‘living company’ which extends the learning organisation con-
cept, and this is the subject of case 11.1 on the website. Another focus has been the
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more recent attention to knowledge management which is generally presented in a
more practical/applicable manner, and yet as we have previously suggested has some
similar foundations to the learning organisation.

KNOWLEDGE MANAGEMENT
Knowledge and its perceived value

Knowledge is increasingly viewed as a critical organisational resource which pro-
vides competitive advantage. As the speed of change gets faster organisations
increasingly need innovations, new ideas and new ways of doing things to keep
ahead of the competition, and they constantly need to know what their competitors
and customers are doing. Increasing organisational knowledge is seen to underpin
this. In addition knowledge-based organisations, such as consultancies and finance
companies, are growing. The growth of knowledge work and the increasing number
of knowledge workers has been well reported. Examples of knowledge workers
would be research and development staff, legal, IT, accounting and other profes-
sionals. But, although the prevalence of knowledge work still accounts for only a
minority of workers in the UK (Nolan 2001), it would be a mistake to see knowledge
as relevant just to such a narrow range of staff (see, for example, Evans 2003). We
take the view in this chapter that knowledge is important for everyone in the
organisation.

Providing a definition of knowledge is surprisingly difficult, and there are many
different perspectives in the literature. For an academic debate about the nature of
knowledge see Tsoukas and Vladimirou (2001). At a simple level we can say that data
are raw facts, that analysis and contextualisation of raw data so that they become
something meaningful produce information, and that knowledge is more than
information in that it has been reflected on and processed to the extent that it can
be applied and is with the person who needs to apply it. Explicit knowledge, some-
times referred to as operational knowledge, or ‘know what’ type knowledge, can
be codified and stored for others to access. Examples here might be competitors’
price changes, new competitor products, customer buying patterns and changes in
employment legislation.

However, most knowledge is more complex than this, it is something which
resides in a person’s head and we are often unaware of what we know until we come
to use it. This is usually referred to as tacit knowledge, or ‘know how’ type know-
ledge. This is made up of our accumulated experiences about how things are done,
how problems can be solved, what works, what doesn’t and in what contexts and
under what conditions. An example of this might be a fireman who during a fire
would be able to work out when a backdraught would be likely to occur and could
then make sure the immediate area is clear of people. Working this out involves a
series of decision processes about the current conditions of the fire and comparing
this with previous experiences when backdraughts have occurred. This is usually
done intuitively. For anyone else to use this knowledge it needs to be made explicit,
which is recognised by many as difficult, and by some as unachievable. Knowledge
management initiatives may cover either or both types of knowledge.
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WINDOW ON PRACTICE

Knowledge in itself is not enough as it has to be accessed, applied appropriately
and used to enhance the organisation’s ability to achieve its objectives. Thus for
knowledge to be of value it needs to be turned into action. Given this, it is not sur-
prising that attention has been focused on how to generate knowledge, how to share
knowledge and how to reuse it — in other words knowledge management.

ACTIVITY 11.2

MANAGING KNOWLEDGE

Knowledge management has been variously defined and the term is ambiguous. In
this chapter we will use a definition suggested by Scarbrough and Swan (2001):

defined broadly and inclusively to cover a loosely connected set of ideas, tools
and practices centring on the communication and exploitation of knowledge in
organisations. (p. 3)

Our understanding of what knowledge is will have implications for the way we try
to manage it. Early approaches to knowledge management focused on IT systems
as a means of codifying an individual’s knowledge, storing it and making it available
to others in the organisation. This somewhat simplistic approach was based on the
concept that knowledge is an abstract objective truth which can be easily recorded
and manipulated, separately from the person who created the knowledge. The result-
ant activity led to a proliferation of organisational databases, search programmes,
yellow pages type directories, intranets and extranets. An example of an extranet is
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provided by Hunter et al. (2002) in the context of a legal firm which offered profes-
sional knowledge in this format to valued clients as part of the service that they paid
for. While this may be useful for the explicit knowledge referred to above, and is the
focus of much research work in the area, it has very limited value.

WINDOW ON PRACTICE

The alternative perspective is that knowledge is personal and socially constructed.

In other words, knowledge is an ongoing interpretation of the external world, as sug-
gested by Blackler (2000):

knowledge to be . . . pragmatic, partial, tentative and always open to revision — it is no
more, and no less, than a collective interpretation. (p. 61)

This perspective suggests that codifying knowledge and using IT systems to store
and share it is inadequate. Instead attention needs to be focused on ‘communities of
interest’ — in other words the way in which individuals with a common interest net-
work to share knowledge and spark off new ideas. A second focus is on the way that
knowledge becomes embedded into systems, processes and culture within the organ-
isation. This perspective requires that individuals need to be willing to share their
knowledge, and since knowledge is power, there can be no assumptions that indi-
viduals will comply. To this end encouraging and perhaps facilitating various types
of networking would be more appropriate. Trust in the organisation is critical here
as sharing knowledge may involve admitting to failures and what has been learned
from them and giving bad news. Project write-ups and reports may also be used in
trying to make tacit knowledge explicit, especially when individuals holding the
knowledge may leave the organisation. An example of this is a Department Head in
a university who was aware that a valued member of staff teaching a very specialist
area was about to retire and instigated a project to document their teaching content
and methods so that their particular knowledge would not be lost to the university.
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Kermally identifies a range of knowledge management initiatives, based on
Nonaka and Takeuchi’s (1995) model of how organisational knowledge can be cre-
ated. Kermally suggests that to develop knowledge through socialisation activities
such as brainstorming, informal meetings, conversations, coaching, mentoring,
interacting with customers, on-the-job training and observation may be helpful; to
develop knowledge through externalisation, databases, exchange of best practices,
building models, after-action reviews and master classes would be helpful; for a com-
bined approach, conferences, publications and electronic libraries are suggested; and
for knowledge internalisation, feedback from customers, facilitation skills and devel-
opment counselling would be helpful.

WINDOW ON PRACTICE

The barriers to knowledge management have been variously identified as the cul-
ture of the organisation, the risk of admitting to failure, lack of incentive to change,
resistance to ideas and learning from other contexts, internal competition and indi-
vidual reward practices. Factors identified as encouraging knowledge management
are an organisation which engenders trust and openness, a knowledge-centric cul-
ture, defined roles and responsibilities in knowledge management, support through



Chapter 11 Organisational performance: knowledge and learning

the performance management system (such as targets about sharing knowledge and
team/organisational rewards), building on informal practices which already exist.

WINDOW ON PRACTICE

It has been suggested that organisations need to make all their knowledge man-

agement activities explicit in order to justify the investment made and demonstrate

/ﬁ the organisation’s commitment to knowledge. Strategies for making knowledge
management explicit are the subject of case 11.2 on the website.

Roles in knowledge management

Evans (2003) notes that there is still much confusion about the responsibility for and
accountabilities in knowledge management, and Lank (2002) suggests three new
organisational roles intended to promote knowledge management:

e The knowledge architects: Lank suggests that these are senior, strategic roles
such as Chief Knowledge Officer and involve, among other things, working out
which knowledge is critical and how it will be shared, how technology could be
used, how people will be trained, how they will be rewarded for collaborative
working.

e The knowledge facilitators: These are the people who run processes to help
knowledge flow, for example company journalists who write up customer case
studies and project reviews; librarians who develop indexes for storage and
retrieval of information; information service providers who provide an internal
consultancy service to find and deliver information to staff — including external
and internal information; webmasters who develop the company intranet; and
learning facilitators who can facilitate post-event reviews to elicit lessons learned.

e The knowledge aware: These include all employees, who have a responsibility to
share their own expertise and knowledge, who will participate in post-event
reviews, and who act to reinforce the value of collaboration.
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There are two critical roles missing here — the line manager and the HR specialist.
MacNeil (2003) makes a convincing case for the importance of the line manager in
knowledge management which she suggests has been overlooked to date. She identi-
fies the line manager’s contribution as creating a positive learning climate, encour-
aging open exchange, reinforcing that making mistakes is acceptable and that it is
helpful to share errors. Although she does note that there are questions about the
extent to which line managers have the skills to facilitate knowledge management.

Given a broader understanding of knowledge as above, then knowledge manage-
ment is inevitably bound up with human resource management in overcoming bar-
riers and in proactively supporting knowledge management. HR professionals may,
for example, utilise facilitation skills in supporting knowledge management, or they
align human resource activities with knowledge management needs.

Knowledge management and human resource
management

MacNeil (2003) goes on to suggest that there has been a lack of research on the links
between HRM and knowledge management, yet Lengnick-Hall and Lengnick-Hall
(2003) suggest that knowledge facilitator is a key HR role. They suggest that HR has
a key role in:

developing the motivation, competencies, value orientation, and knowledge of the firm’s
strategic intent to use knowledge to enhance organisational capabilities. (p. 90)

In more detail they recommend that HR managers need to design organisational
structures and processes that promote knowledge diffusion, contribute to designing
user-friendly systems for accessing knowledge and training people in their use,
develop a knowledge-centric culture, provide mechanisms for people to share know-
ledge — for example allowing teams to work together long enough to develop know-
ledge together and then move people around the organisation to cross-fertilise.

Scarbrough and Carter (2000) asked their sample of researchers in the knowledge
management area what implications their work had for HRM, and found that:

e 27 per cent claimed there were implications for recruitment and selection policy;

e 63 per cent claimed there were implications for training and development in the
workplace;

e 27 per cent claimed there were implications for rewards and appraisal;

e 77 per cent claimed there were implications for organisational and cultural change
policy and practice.

At a strategic level Scarbrough and Carter identify five different perspectives in the
work on knowledge management and draw out the implications that each has for
HRM:

e Best practice perspective: Encouraging employees to share knowledge and co-
operate with knowledge management initiatives. If commitment is required in
order that individuals are prepared to share their knowledge and remain with
the organisation then ‘best practice’” HRM will be important to generate that
commitment. (See Chapter 2 for a reminder of this approach.)
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e Knowledge work perspective: Managing knowledge work and knowledge
workers. Such workers may have distinctive needs in terms of motivation, job
challenge, autonomy, careers and so on. These will need to be addressed by HR
policies. For further depth on this issue see Beaumont and Hunter (2002).

e Congruence perspective: Increasing performance by aligning HRM and know-
ledge management practices. For a reminder of this see the fit model of HR strat-
egy in Chapter 2.

e Human and social capital perspective: This involves the development of human
and social resources in the organsisation. This both underpins the success of
knowledge management initiatives and mobilises longer-term capabilities. This
perspective is based on the resource-based view of the firm that we explored in
Chapter 2.

e Learning perspective: This perspective incorporates two different approaches.
First is the notion of communities of learning, discussed above, which draws
attention to the way tacit knowledge is developed and shared in practitioner
groups. Second, there is organisational learning which focuses on how learning
can be embedded in organisational routines and processes to improve organisa-
tional performance.

SUMMARY PROPOSITIONS

11.1

GENERAL DISCUSSION TOPICS

1 ‘Knowledge management is nothing other than learning organisation strategies presented
in a more user-friendly way.” To what extent would you support this statement, and why?

2 ‘Learning organisations are dreams which can never come true.” Discuss why you agree or
disagree with this statement.

FURTHER READING

Alvesson, M. and Karreman, D. (2001) ‘Odd couple: making sense of the curious concept of
knowledge management’, Journal of Management Studies, Vol. 38, No. 7, pp. 995-1018

In complete contrast to the following suggestion, this is theoretical and conceptual analysis of
the subject of knowledge management. It is, however, quite accessible and thought provoking.
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Alvesson and Karreman, among other issues, identify the contradiction of putting know-
ledge and management together; suggest the possibility that trying to manage knowledge
may reduce its value; identify the potential that knowledge management has for control; and
question the assumption that knowledge is always a good thing.

Funes, M. and Johnson, N. (1998) Honing your knowledge skills. Oxford: Butterworth
Heinemann

A useful collection of skills aimed at enabling the individual to be a better knowledge manager.
There is some background on the role of knowledge management and then sections which
explain practical skills, tools and techniques which can be applied. For example there are sec-
tions on gathering data, creating knowledge frameworks, developing intuition and the use of
IT. User-friendly style and format, although some of the tools themselves can be complex.
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Chapter 12 Individual performance management

The treatment of individual performance in organisations has traditionally centred
on the assessment of performance and the allocation of reward. Performance was
typically seen as the result of the interaction between individual ability and
motivation.

Increasingly, organisations recognise that planning and enabling performance
have a critical effect on individual performance. So, for example, clarity of perform-
ance goals and standards, appropriate resources, guidance and support from the
individual’s manager all become central.

PERFORMANCE MANAGEMENT AND PERFORMANCE
APPRAISAL

Appraisal systems

Traditionally performance appraisal systems have provided a formalised process to
review the performance of employees. They are typically designed on a central basis,
usually by the HR function, and require each line manager to appraise the perform-
ance of their staff, usually on an annual basis. This normally requires the manager
and employee to take part in a performance review meeting. Elaborate forms are
often completed as a record of the process, but these are not living documents, they
are generally stored in the archives of the HR department, and the issue of perform-
ance is often neglected until the next round of performance review meetings.

The nature of what is being appraised varies between organisations and might
cover personality, behaviour or job performance. These areas might be measured
either quantitively or qualitatively. Qualitative appraisal often involves the writing
of an unstructured narrative on the general performance of the appraisee. Altern-
atively, some guidance might be given as to the areas on which the appraiser should
comment. The problem with qualitative appraisals is that they may leave important
areas unappraised, and that they are not suitable for comparison purposes.

Coates (1994) argues that what is actually measured in performance appraisal is
the extent to which the individual conforms to the organisation. Some traditional
appraisal was based on measures of personality traits that were felt to be important
to the job. These included traits such as resourcefulness, enthusiasm, drive, applica-
tion and other traits such as intelligence. One difficulty with these is that everyone
defines them differently. Raters, therefore, are often unsure of what they are rating,
leaving more scope for bias and prejudice. Another problem is that since the same
scales are often used for many different jobs, traits that are irrelevant to an
appraisee’s job may still be measured.

Other approaches concentrate on linking ratings to behaviour and performance
on the job. So performance may be reviewed against key aspects of the job or major
headings on the job description. Specific methods of linking ratings with behaviour
at work have been developed such as behaviourally anchored rating scales (BARS)
and behavioural observation scales (BOS) although evidence suggests that these are
not widely used (Williams 2002).

Another method of making appraisal more objective is to use the process to set job
objectives over the coming year and, a year later, to measure the extent to which
these objectives have been met. The extent to which the appraisee is involved in
setting these objectives varies considerably. When a competency profile has been
identified for a particular job, it is then possible to use this in the appraisal of
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performance. Many appraisal systems combine competency assessment with assess-
ment against objectives or job accountabilities.

Lastly, performance may be appraised by collecting primary data via various
forms of electronic surveillance system. There are increasing examples of how activ-
ity rates of computer operators can be recorded and analysed, and how the calls
made by telephone sales staff can be overheard and analysed. Sewell and Wilkinson
(1992) describe a Japanese electronics plant where the final electronic test on a piece
of equipment can indicate not only faults but the individual operator responsible for
them. On another level some companies test the performance of their sales staff by
sending in assessors acting in the role of customer (Newton and Findlay 1996), often
termed ‘mystery shoppers’.

In a recent survey (IRS 2003) 79 out of 96 very large employers appraised all
employees. But while performance appraisal has gradually been applied to wider
groups of employees, beyond managers and professionals, there are also concerns
that appraisal systems are treated as an administrative exercise, are ineffective, and
do little to improve performance of employees in the future. A further problem with
such systems is the lack of clarity of purpose. The Employment Studies Institute (IRS
2001) suggests that appraisal is a victim of its own expectations, in that it is expected
to deliver in too many areas. Systems may focus on development, identifying future
potential, reward, identifying poor performers, or motivation. In systems where
appraisal results were linked to reward the manager was placed in the position of an
assessor or judge. Alternatively some systems focused on support or development,
particularly in the public sector. These provided a better opportunity for managers
to give constructive feedback, for employees to be open about difficulties, and for
plannning to improve future performance. Many systems try to encompass both
approaches; for example the IRS survey (IRS 2003) found that 40 per cent of the
private sector companies used appraisal for both development and pay. However, as
these approaches conflict, the results are typically unsatisfactory.

The effectiveness of appraisal systems hinges on a range of different factors.
Research by Longenecker (1997) in the USA sheds some light on this. In a large-scale
survey and focus groups he found that the three most common reasons for failure of
an appraisal system were: unclear performance criteria or an ineffective rating instru-
ment (83 per cent); poor working relationships with the boss (79 per cent); and that
the appraiser lacked information on the manager’s actual performance (75 per cent).
Other problems were a lack of ongoing performance feedback (67 per cent) and a
lack of focus on management development/improvement (50 per cent). Smaller num-
bers identified problems with the process, such as lack of appraisal skills (33 per
cent) and the review process lacking structure or substance (29 per cent).

We would add that ownership of the system is also important. If it is designed
and imposed by the HR function there may be little ownership of the system by
line managers. Similarly, if paperwork has to be returned to the HR function it
may well be seen as a form-filling exercise for someone else’s benefit and with no
practical value to performance within the job. More fundamentally Egan (1995)
argues that the problem with appraisal not only relates to poor design or imple-
mentation, but is rooted deeply in the basic reaction of organisational members
to such a concept. There is an increasing body of critical literature addressing the
role and theory of appraisal. These debates centre on the underlying reasons for
appraisal (see, for example, Barlow 1989; Townley 1989, 1993; Newton and Findlay
1996) and the social construction of appraisal (see, for example, Grint 1993). This
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literature throws some light on the use and effectiveness of performance appraisal
In organisations.

Performance management systems

While many appraisal systems are still in existence and continue to be updated,
performance management systems are increasingly seen as the way to manage
employee performance, and have incorporated the appraisal/review process into this.
In the Focus on skills at the end of Part IIT we consider the performance appraisal
interview in the context of either an appraisal or a performance management system.
Mabey and Salaman (1995) provide a useful definition when they state that the
essence of performance management is:

Establishing a framework in which performance by individuals can be directed,
monitored, motivated and rewarded, and whereby the links in the cycle can be audited.
(p. 189)

Bevan and Thompson (1992) found that 20 per cent of the organisations they
surveyed had introduced a performance management system. Armstrong and Baron
(1998a) report that 69 per cent of the organisations they surveyed in 1997 operated
a formal process to measure manager performance. Such systems offer the advant-
age of being tied closely into the objectives of the organisation, and therefore the
resulting performance is more likely to meet organisational needs. The systems also
represent a more holistic view of performance. Performance appraisal or review is
almost always a key part of the system, but is integrated with performance planning
(linking an individual’s objectives to business objectives) to ensure that employee
effort is directed towards organisational priorities: support for performance delivery
(via development plans, coaching and ongoing review) to enable employee effort to
be successful, and that performance is assessed and successful performance rewarded
and reinforced.

The conceptual foundation of performance management relies on a view that
performance is more than ability and motivation. It is argued that clarity of goals is
key in enabling the employee to understand what is expected and the order of prior-
ities. In addition goals themselves are seen to provide motivation, and this is based
on goal setting theory originally developed by Locke in 1968 and further developed
with practical applicability (Latham and Locke 1990). Research to date suggests
that for goals to be motivating they must be sufficiently specific, challenging but not
impossible and set participatively. Also the person appraised needs feedback on
future progress.

The other theoretical base of performance management is expectancy theory,
which states that individuals will be motivated to act provided they expect to be able
to achieve the goals set, believe that achieving the goals will lead to other rewards
and believe that the rewards on offer are valued. We look at expectancy theory in
greater depth in Chapter 14 on leadership and motivation.

Given such an emphasis on a link into the organisation’s objectives it is somewhat
disappointing that Bevan and Thompson found no correlation between the exist-
ence of a performance management system and organisational performance in the
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private sector. Similarly, Armstrong and Baron (1998a) report from their survey
that no such correlation was found. They do report, however, that 77 per cent of
organisations surveyed regarded their systems as effective to some degree and
Houldsworth (2003), using the Henley and Hay Group survey of top FTSE com-
panies and public sector respondents, reports that 68 per cent of organisations rated
their performance management effectiveness as excellent. So performance manage-
ment, such as HR systems and processes, still remains an act of faith.

As with appraisal systems, some performance management systems are develop-
ment driven and some are reward driven. Whereas in the 1992 IPD survey 85 per
cent of organisations claimed to link performance management to pay (Bevan and
Thompson 1992), Armstrong and Baron found that only 43 per cent of survey
respondents reported such a link. However, 82 per cent of the organisations visited
had some form of performance-related pay (PRP) or competency-based pay, so the
picture is a little confusing. They suggest that a view is emerging of performance
management which centres on ‘dialogue’, ‘shared understanding’, ‘agreement’ and
‘mutual commitment’, rather than rating for pay purposes. While they may feature
in more sophisticated systems, Houldsworth (2003) reports a figure of 77 per cent
link with pay, and it appears that many organisations are trying to achieve both
development and reward outcomes. She also contrasts systems driven by either per-
formance development or performance measurement, finding that the real experience
of developmental performance management is that it is motivational, encourages
time spent with the line manager, encourages two-way communication and is an
opportunity to align roles and training with business needs. Alternatively, where
there is a measurement focus, performance management is seen as judgemental, a
chance to assess and get rid of employees, emphasises control and getting more out
of staff, raises false expectations and is a way to manage the salaries bill.

ACTIVITY 12.1

There are many different definitions of performance management and some have
identified it as ‘management by objectives’ under another name. There are, however,
some key differences. Management by objectives was primarily an off-the-peg system
which was bought in and generally involved objectives being imposed on managers
from above. Performance management tends to be tailor-made and produced in-
house (which is why there are so many different versions), with an emphasis on
mutual objective setting and on ongoing performance support and review. The term,
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Table 12.1 Characteristics of performance management systems

® Top-down link between business objectives and individual objectives (compared with performance
appraisal where there may be no objectives, or objectives not explicitly linked to business
objectives)

® Line manager driven and owned (rather than being owned by the HR function, as typically with
performance appraisal)

® A living document where performance plans, support and ongoing review are documented as work
progresses, and prior to annual review (rather than an archived document retrieved at appraisal
time to compare achievement with intentions)

® Performance is rewarded and reinforced

therefore, remains beyond precise definition, and rightly so, as it is critical that
the system adopted fits with the culture and context of the organisation (see, for
example, Audit Commission 2000; Hendry et al. 2000). As well as the right sort of
culture, the right sort of leadership is needed together with a focus on the right pri-
orities. Interestingly, though, Williams (2002) notes that performance management
can be used as a tool of culture change. (See Table 12.1.)

STAGES IN A PERFORMANCE MANAGEMENT SYSTEM

Figure 12.1 shows a typical system, including both development and reward aspects,
the main stages of which are discussed below.

Business mission, values, objectives and competencies

There is an assumption that before it is able to plan and manage individual perform-
ance the organisation will have made significant steps in identifying the performance
required of the organisation as a whole. In most cases this will involve a mission
statement so that performance is seen within the context of an overriding theme.
Bevan and Thompson (1992) found that performance management organisations
were more likely than others to have an organisational mission statement and to
communicate this to employees. In addition many organisations will identify the
strategic business objectives that are required within the current business context to
be competitive and that align with the organisation’s mission statement.

Definition of business role
« Job description
» Objectives of dept/group

Formal assessment and reward Planning performance
* Annual assessment « Individual objectives and
* Link to play * Development plans

Delivering and monitoring
» Ongoing manager support
« Ongoing review

Figure 12.1 Stages of a typical performance management system
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Board level
Functional level
Department level
Team level

Individual level

Key
Direction of objectives cascading down
the organisation.
Direction of feedback going up the organisation
in the process of agreeing objectives.

Figure 12.2 An objective-setting cascade

Many organisations will also identify core values of the business and the key
competencies required. Each of these has a potential role in managing individual
performance. Organisational objectives are particularly important, as it is common
for such objectives to be cascaded down the organisation in order to ensure that indi-
vidual objectives contribute to their achievement (for an example of an objective-
setting cascade, see Figure 12.2).

Planning performance: a shared view of expected
performance

Individual objectives derived from team objectives and an agreed job description can
be jointly devised by manager and employee. These objectives are outcome/results
oriented rather than task oriented, are tightly defined and include measures to be
assessed. The objectives are designed to stretch the individual, and offer potential
development as well as meeting business needs. It is helpful to both the organisation
and the individual if objectives are prioritised. Many organisations use the ‘SMART’
acronym for describing individual objectives or targets:

e Specific

e Measurable
e Appropriate
e Relevant

e Timed

It is clearly easier for some parts of the organisation than others to set targets.
There is often a tendency for those in technical jobs, such as computer systems
development, to identify purely technical targets, reflecting the heavy task emphasis
they see in their jobs. Moving staff to a different view of how their personal object-
ives contribute to team and organisational objectives is an important part of the
performance management process. An objective for a team leader in systems devel-
opment could be:
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To complete development interviews with all team members by end July 2005. (written
March 2005)

Clearly, the timescale for each objective will need to reflect the content of the object-
ive and not timescales set into the performance management system. As objectives
are met, managers and their staff need to have a brief review meeting to look at
progress in all objectives and decide what other objectives should be added, changed
or deleted. Five or six ongoing objectives are generally sufficient for one individual
to work on at any time.

The critical point about a shared view of performance suggests that handing out
a job description or list of objectives to the employee is not adequate. Performance
expectations need to be understood and, where possible, to involve a contribution
from the employee. For example, although key accountabilities may be fixed by the
manager, they will need to be discussed. Specific objectives allow for and benefit
from a greater degree of employee input as employees will have a valid view of
barriers to overcome, the effort involved and feasibility. Expressing objectives as
a ‘what’ statement rather than a ‘how’ statement gives employees the power to
decide the appropriate approach once they begin to work on the issue. Incorporating
employee input and using ‘what’ statements are likely to generate a higher degree of
employee ownership and commitment. However, difficulties have been experienced
with purely ‘what’ objectives as there may be appropriate and inappropriate ways of
achieving an objective. For example, a manager with an objective to ensure that
another department agrees to a plan of action could achieve this in different ways.
The manager may pressure susceptible members of the other department and force
agreement through without listening to the other department’s perspective. This may
alienate the other department and damage future good relations. Alternatively the
manager could adopt a collaborative approach so that the needs of both departments
are met, providing a sound basis for future cooperation between the departments.
More sophisticated systems now incorporate the ‘how’ as well (see IDS 2003).

Planning the support, development and resources necessary for employees to
achieve their objectives is imperative. Without this support it is unlikely that even the
most determined employees will achieve the performance required.

Concerns have been expressed over restricting the objectives to those which
specify output targets, and there is now evidence of increasing use of input targets,
such as developing a critical competency which is valued by the organisation and
relevant to the achievement of objectives. Williams (2000) argues that as individuals
cannot always control their results it is important to have behavioural targets as well
as output targets. It is also recommended that there is a personal development plan
which would again underpin the achievement of objectives.

Delivering and monitoring performance

While the employee is working to achieve the performance agreed, the manager
retains a key enabling role. Organising the resources and off-job training is clearly
essential. So too is being accessible. There may well be unforeseen barriers to the
agreed performance which the manager needs to deal with, and sometimes the situ-
ation will demand that the expected performance needs to be revised. The employee
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may want to sound out possible courses of action with the manager before pro-
ceeding, or may require further information. Sharing ‘inside’ information that will
affect the employee’s performance is often a key need, although it is also something
that managers find difficult, especially with sensitive information. Managers can
identify information sources and other people who may be helpful.

Ongoing coaching during the task is especially important. Managers can guide
employees through discussion and by giving constructive feedback. They are in a
position to provide practical job experiences to develop the critical skills and
competencies that the employee needs, and can provide job-related opportunities for
practice. Managers can identify potential role models to employees, and help to
explain how high achievers perform so well.

Although it is the employee’s responsibility to achieve the performance agreed, the
manager has a continuous role in providing support and guidance, and in oiling the
organisational wheels.

ACTIVITY 12.2

Ongoing review is an important activity for employees to carry out in order to
plan their work and priorities and also to highlight to the manager well in advance
if the agreed performance will not be delivered by the agreed dates. Joint employee/
manager review is essential so that information is shared. For example, a manager
needs to be kept up to date on employee progress, while the employee needs to be
kept up to date on organisational changes that have an impact on the agreed object-
ives. Both need to share perceptions of how the other is doing in their role, and what
they could do that would be more helpful.

These reviews are normally informal, although a few notes may be taken of
progress made and actions agreed. They need not be part of any formal system and
therefore can take place when the job or the individuals involved demand, and not
according to a pre-set schedule. The purpose of the review is to facilitate future
employee performance, and provide an opportunity for the manager to confirm that
the employee is ‘on the right track’, or redirect him or her if necessary. They thus
provide a forum for employee reward in terms of recognition of progress. A ‘well
done’ or an objective signed off as completed can enhance the motivation to perform



Chapter 12 Individual performance management

well in the future. During this period evidence collection is also important. In the
Scottish Prison Service (IDS 2003) line managers maintain a performance monitor-
ing log of their team members’ positive and negative behaviours in order to provide
regular feedback and to embed the practice on ingoing assessment. Employees are
expected to build up a portfolio of evidence of their performance over the period to
increase the objectivity of reviews and to provide an audit trail to back up any assess-
ment ratings. It is also during this part of the cycle that employees in many organ-
isations can collect 360-degree feedback to be used developmentally and as part of
an evidence base.

Formal performance review/assessment

Regular formal reviews are needed to concentrate on developmental issues and to
motivate the employee. Also, an annual review and assessment is needed, of the
extent to which objectives have been met which may well affect pay received. In
many organisations employees are now invited to prepare an initial draft of achieve-
ment against objectives, for example Microsoft and AstraZeneca (IDS 2003). Some
organisations continue to have overall assessment ratings which have to conform to
a forced distribution. So if there were a five-point rating scale percentages would be
set requiring each team/department to have, say, 10 per cent of employees on the top
point, 20 per cent on the next point, and so on. AstraZeneca does not encourage its
managers to give an overall rating to staff as its research suggested that this was
demotivating (IDS 2003). Research by the Institute for Employment Studies (IRS
2001) found that review was only seen as fair if the targets set were seen as reason-
able, managers were seen to be objective and judgements were consistent across the
organisation.

Some organisations encourage employees to give upward feedback to their man-
agers at this point in the cycle. For further details of this stage in the process see the
Focus on skills at the end of Part III.

Reward

Many systems still include a link with pay, but Fletcher and Williams (1992) point
to some difficulties experienced. Some public and private organisations found that
the merit element of pay was too small to motivate staff, and sometimes seen as
insulting. Although performance management organisations were more likely than
others to have merit or performance-related pay (Bevan and Thompson 1992), some
organisations have regretted its inclusion. Armstrong and Baron (1998a) report
that staff almost universally disliked the link with pay, and a manager in one of their
case study companies reported that ‘the whole process is an absolute nightmare’
(p. 172). Mabey and Salaman (1995) provide a good discussion of the problems with
the pay link and we include a detailed discussion of performance related pay in
Chapter 28.

There are other forms of reward than monetary and the Institute of Employment
Studies (IRS 2001) found that there was more satisfaction with the system where
promotion and development, rather than money, was used as a reward for good
performance.
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Implementation and critique of performance management

Performance management needs to be line driven rather than HR driven, and there-
fore mechanisms need to be found to make this happen. The incorporation of line
managers alongside HR managers in a working party to develop the system is clearly
important as it not only takes account of the needs of the line in the system design,
it also demonstrates that the system is line led. Training in the introduction and use
of the system is also ideally line led, and Fletcher and Williams (1992) give us an
excellent example of an organisation where line managers were trained as ‘perform-
ance management coaches’ who were involved in departmental training and support
for the new system. However, some researchers have found that line managers are
the weak link in the system (see, for example, Hendry ez al. 1997). The Department
of Trade and Industry (DTI) (see IRS 2001) notes that any system is only as good as
the people who operationalise it. See case 12.1 on the website which deals with the
introduction of a performance management system.

WINDOW ON PRACTICE
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and influencers — though they themselves had to be convinced first. Their bosses
could refuse to nominate high-quality staff for this role if they wished, but they would
subsequently be answerable to the Chief Executive. This approach was taken because
it fits with the philosophy of performance management (i.e. high line-management
participation), and because it was probably the only way to train all the departmental
managers in the timescale envisaged.

Source: Summarised from C. Fletcher and R. Williams (1992b)
Performance Management in the UK: Organisational Experience. London: IPM, p. 133.

Bevan and Thompson (1992) found incomplete take-up of performance manage-
ment, with some aspects being adopted and not others. They noted that there was a
general lack of integration of activities. This is rather unfortunate as one of the key
advantages of performance management is the capacity for integration of activities
concerned with the management of individual performance. This problem is still
apparent. Hendry et al. (1997) reported the comments of Phil Wills from GrandMet,
that there is still little understanding of what an integrated approach to performance
management means. While alignment is critical, some organisations do not under-
stand whether their HR processes are aligned or pulling in different directions.
Williams (2002) suggests that there is still confusion over the nature of performance
management.

Performance management seems to suffer from the same problems as traditional
appraisal systems. Armstrong and Baron (1998a) report, for example, that over half
the respondents to their survey feel that managers give their best ratings to people
that they like (p. 202), and over half the managers surveyed felt that they had not
received sufficient training in performance management processes (p. 203). They
also report (1998b) that the use of ratings was consistently derided by staff and seen
as subjective and inconsistent. Performance ratings can be seen as demotivating, and
forced distributions are felt to be particularly unfair. Yet Houldsworth (2003) found
44 per cent of the Henley and Hay Group survey sample did this.

In terms of individual objective setting linked to organisational performance
objectives, there are problems when strategy is unclear and when it evolves. Rose
(2000) also reports a range of problems, particularly the fact that SMART targets
can be problematic if they are not constantly reviewed and updated, although this is
a time-consuming process. Pre-set objectives can be a constraining factor in such a
rapidly changing business context, and they remind us of the trap of setting meas-
urable targets, precisely because they are measurable and satisfy the system, rather
than because they are most important to the organisation. He argues that a broader
approach which assesses the employee’s accomplishments as a whole and their con-
tribution to the organisation is more helpful than concentrating on pre-set objectives.
Williams (2002) also notes that there is more to performance than task performance,
such as volunteering and helping others. He refers to this as contextual performance;
it is sometimes referred to as collegiate behaviour.

A further concern with SMART targets is that they inevitably have a short-term
focus, yet what is most important to the organisation is developments which are
complex and longer term, which are very difficult to pin down to short-term targets
(see, for example, Hendry et al. 1997). In this context systems which also focus on
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the development of competencies will add greater value in the longer term. Armstrong
and Baron (1998b) do note that a more rounded view of performance is gradually
being adopted, which involves the how’ as well as the ‘what’, and inputs such as the
development of competencies. There is, however, a long way to go adequately to
describe performance and define what is really required for organisational success.

For an in-depth example of performance management in the Scottish Prison
Service see case 12.2 on the website.

360-DEGREE FEEDBACK

360-degree feedback, which is a very specific term used to refer to multi-rater feed-
back, is increasingly being used within performance management systems and as a
separate development activity.

The nature of 360-degree feedback

This approach to feedback refers to the use of the whole range of sources from
which feedback can be collected about any individual. Thus feedback is collected
from every angle on the way that the individual carries out their job: from imme-
diate line manager; peers; subordinates; more senior managers; internal customers;
external customers; and from individuals themselves. It is argued that this breadth
of feedback provides superior feedback to feedback from the line manager’s per-
spective only, since the latter will only be able to observe the individual in a limited
range of situations, and Atwater and his colleagues (2002) suggest that 360-degree
feedback provides a better way to capture the complexities of performance.
Hogetts et al. (1999) report that more than 70 per cent of United Parcels Service
employees found that feedback from multiple sources was more useful in developing
self-insight than feedback from a single source. Individuals, it is argued, will find
feedback from peers and subordinates compelling and more valid (see, for example,
Borman 1998 and Atwater et al. 2001), and Edwards and Ewen (1996, p. 4) main-
tain that:

No organizational action has more power for motivating employee behaviour change
than feedback from credible work associates.

Such all-round feedback enables the individual to understand how they may be
seen differently (or similarly) by different organisational groups, and how this may
contrast with their own views of their strengths and weaknesses. This provides
powerful information for the development of self-awareness. While 360-degree
feedback may be collected using informal methods, as shown in the Window on
practice box on Humberside Tec, the term itself is a registered trade mark, and refers
to a very specific method of feedback collection and analysis which was devised in
the United States (see Edwards and Ewen 1996, p. 19), and they suggest that ‘sim-
plistic, informal approaches to multi-source assessment are likely to multiply rather
than reduce error’. However, informal approaches to 360-degree feedback are
sometimes used quite successfully as an alternative to a survey questionnaire and
statistical analysis.
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ACTIVITY 12.3

The formal process is a survey approach which involves the use of a carefully con-
structed questionnaire that is used with all the contributors of feedback. This ques-
tionnaire may be bought off the peg, providing a well-tested tool, or may be developed
internally, providing a tool which is more precisely matched to the needs of the
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organisation. Whichever form is used, the essence is that it is based on behavioural
competencies (for a more detailed explanation of these see Chapter 17), and their
associated behaviours. Contributors will be asked to score, on a given scale, the
extent to which the individual displays these behaviours. Using a well-designed ques-
tionnaire, distributed to a sufficient number of contributors and employing appro-
priate sophisticated analysis, for example specifically designed computer packages
which are set up to detect and moderate collusion and bias on behalf of the contrib-
utors, should provide reliable and valid data for the individual. The feedback is usually
presented to the individual in the form of graphs or bar charts showing comparative
scores from different feedback groups, such as peers, subordinates, customers, where
the average will be provided for each group, and single scores from line manager and
self. In most cases the individual will have been able to choose the composition of the
contributors in each group, for example which seven subordinates, out of a team of
10, will be asked to complete the feedback questionnaire. But beyond this the feed-
back will be anonymous as only averages for each group of contributors will be
reported back, except for the line manager’s score. The feedback will need to be
interpreted by an internal or external facilitator, and done via a face-to-face meeting.
It is generally recommended that the individual will need some training in the nature
of the system and how to receive feedback, and the contributors will need some
training on how to provide feedback. The principle behind the idea of feedback is
that individuals can then use this information to change their behaviours and to
improve performance, by setting and meeting development goals and an action plan.

Reported benefits include a stronger ownership of development goals, a climate
of constructive feedback, improved communication over time and an organisation
which is more capable of change as continuous feedback and improvement have
become part of the way people work (Cook and Macauley 1997). Useful texts on
designing and implementing a system include Edwards and Ewen (1996) from the US
perspective and Ward (1998) from the UK perspective. A brief ‘how to do it guide’
is Goodge and Watts (2000).

Difficulties and dilemmas

As with all processes and systems there needs to be clarity about the purpose. Most
authors distinguish between developmental uses, which they identify as fairly safe
and a good way of introducing such a system, and other uses such as to determine
pay awards. There seems to be an almost universal view that using these data for pay
purposes is not advisable, and in the literature from the United States there is clearly
a concern about the legal ramifications of doing this. Ward (1998) provides a useful
framework for considering the different applications of this type of feedback, and
reviews in some detail other applications such as using 360-degree feedback as part
of a training course to focus attention for each individual on what they need to get
out of the course. Other applications he suggests include using 360-degree feedback
as an approach to team building, as a method of performance appraisal/manage-
ment, for organisation development purposes and to evaluate training and devel-
opment. Edwards and Ewen (1996) suggest that it can be used for nearly all HR
systems, using selection, training and development, recognition and the allocation of
job assignments as examples.

As well as clarity of purpose, confidentiality of raters is very important with most
approaches to 360-degree feedback, and this can be difficult to maintain with a small
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team, as Hurley (1998) suggests. Thus raters may feel uncomfortable about being
open and honest. The dangers of collusion and bias need to be eliminated, and it
is suggested that the appropriate software systems can achieve this, but they are
of course expensive, as are well-validated off-the-peg systems. Follow-up is critical
and if the experience of 360-degree feedback is not built on via the construction of
development goals and the support and resources to fulfil these, the process may be
viewed negatively and may be demotivating.

London et al. (1997) report concerns about the way systems are implemented, and
that nearly one-third of respondents they surveyed experienced negative effects.
Atwater and his colleagues (2002) found some negative reactions such as reduced
effort, dissatisfaction with peers who provided the feedback and a lower commit-
ment to colleagues. Fletcher and Baldry (2001) note that there are contradictions in
the results from 360-degree feedback so far, and they suggest that further research is
needed on how feedback affects self-esteem, motivation, satisfaction and commit-
ment. The DTT (2001) suggests that sufficient resources need to be devoted to plan-
ning a system and that it should be piloted before general use. Clearly, 360-degree
feedback needs to be handled carefully and sensitively and in the context of an
appropriate organisational climate so that it is not experienced as a threat. The DTI
(2001) suggests that there needs to be a climate of openness and trust for 360-degree
feedback to work. Atwater et al. (2002) suggest that to counteract any negative
effects it is important to prepare people for making their own ratings and on how
they can provide honest and constructive feedback to others, ensure confidentiality
and anonymity of raters, make sure the feedback is used developmentally and owned
by the person being rated (for example they may be the only person to receive the
report), provide post-feedback coaching and encouragement and encourage people
to follow up the feedback they have received.

WINDOW ON PRACTICE
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SUMMARY PROPOSITIONS

12.1

GENERAL DISCUSSION TOPICS

1 In what ways is the concept of performance management different from the way in which
management has been traditionally practised? What are the advantages and disadvantages
for employees and employers?

2 360-degree feedback may have many advantages, but there is the argument that it can
never really work because of the built-in biases, such as marking a boss well because you’re
due for a pay rise; marking yourself low so that you can be happily surprised by others’
evaluations; marking peers down to make oneself look better. Discuss as many built-in
biases as you can think of, and suggest how they might be tackled and whether substant-
ive improvements could be made.

FURTHER READING

Neary, D. (2002) ‘Creating a company-wide on-line performance management system: A case
study at TRW Inc’, Human Resource Management, Vol. 41, No. 4, Winter, pp. 491-8

An interesting example of an IT-based system across 100,000 employees based in 36 coun-
tries. Explains the design and implementation of the system.

Swinburne, P. (2001) ‘How to use feedback to improve performance’, People Management,
Vol. 7, No. 11, 31 May, pp. 46-7

Short but extremely helpful and full of practical detail. Excellent guidelines on the dos and
don’ts of giving feedback and some very useful tips for receiving feedback.
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3 EXPLORE THE NOTION OF TEAM EFFECTIVENESS
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The appointments pages of Personnel Management, People Management and other
periodicals have since the early 1990s been littered with advertisements from organ-
isations that are seeking ‘proactive’, ‘natural’, ‘enthusiastic’, ‘genuine’ and ‘effective’
team players, who ‘enjoy’ or ‘have a preference for’ working in a team environment,
and who are ‘committed’ to team working. The report of the 1998 Workplace
Employee Relations survey (Cully ef al. 1999) acknowledged that teamworking is
central to new forms of work organisation, Geary and Dobbins (2001) suggest that
teams are repeatedly identified as an aspect of post-industrial society and we could
say that ‘the team is now the norm at work’ (Blau 2002). Yet again, however, a gap
between rhetoric and reality has been identified due to unevenness of current prac-
tices (Griffith 2002).

PURPOSE, NATURE AND IMPACT OF TEAMWORK

While it is generally accepted that teamworking has increased, there are continued
debates about the prevalence of teamwork, its definition and the advantages and dis-
advantages of this way of working.

Determining the prevalence of teamwork is extremely difficult because of differ-
ences in the definition used and the criteria applied. Teamwork is frequently seen as
an aspect of high-performance work systems (see, for example, Bacon and Blyton
2003), in which case the focus is on lean production teams/semi-autonomous teams,
usually in the production sector. However, teams are used in a much wider context
than this, as we shall explore later. Even in this narrower context there is much
debate about what might constitute a team. In teamworking surveys lists of team
characteristics are typically used and only if the organisation being surveyed ticks off
a sufficient percentage of these is it considered that teamworking exists. In addition,
for an organisation to be identified as being based on teamworking, there has to be
a specified percentage of employees, or employees in the largest employee group
organised by team. Benders and others (2002) provide an excellent discussion of the
definitions used in teamworking surveys across a range of European countries.

In spite of a more critical perspective being taken of late, teamwork is still used
and introduced as a way of empowering employees and facilitating the development
of their full potential in order to enhance organisational performance. A heavy
emphasis on teamwork usually corresponds with ‘flatter’ organisations, which have
diminished status differentials, and reduced staffing. Teamwork, of course, is not a
recent idea, and the autonomous working groups of the 1960s and 1970s are its clear
forerunners. The similarities are increasing responsibility, authority and a sense of
achievement among group members. The protagonists of autonomous working
groups were also intent on improving the quality of working life of employees by
providing a wider range of tasks to work on (job enrichment) and a social environ-
ment in which to carry them out. The emphasis currently is quite different. While it
is argued that team members will gain intrinsic rewards from autonomy, job satis-
faction, identification with work and greater skills development, performance is the
unvarying aim. Higher performance is expected due to increased flexibility and com-
munication within teams, increased ownership of the task and commitment to team
goals. Some of the most famous autonomous working groups at Volvo in Sweden
have now been disbanded because their production levels were too low compared
with other forms of production. Current teams are designed to outperform other
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production methods, and Natale et al. (1998), for example, argue that they are
fundamental to continuous corporate improvement. They are also seen as critical in
the development of a learning organisation (see, for example, Senge 1990).

There remain many strong supporters of teamwork and many organisations
committed to this approach, although it is also criticised as management control
by another means and has often failed to improve performance. Van den Beukel
and Molleman (2002) found a range of unintended consequences of teamwork, and
others have reported loss of skills, work intensification and peer pressure as prob-
lems. Butcher and Bailey (2000), for example, note that teamwork has not always
achieved the desired result, and Attaran and Nguyen (2000) found that flexible struc-
tures, such as teamwork, have sometimes been abandoned in favour of returning
to more traditional approaches. Not only have organisations begun to consider
whether teamwork will produce the expected productivity gains, employees who have
experienced teamwork have sometimes viewed it as unsuccessful and feel less optim-
istic about it than previously (Proehl 1997). Part of the problem may also be unreal-
istic expectations. Very often performance dips when teamwork is introduced, and
the performance improvements only come later on. Teamwork is not a ‘quick fix’, as
has been noted by many of those who have been involved (see, for example, Scott
and Harrison 1997; Arkin 1999). Part of the problem may also be that, as Church
(1998) notes, there has been a tendency to think that teamwork is a solution for all
our problems. Thus teamwork has undoubtedly been used in some situations where
it was inappropriate, or where there was insufficient support to make it effective.

WINDOW ON PRACTICE
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Sharpe concludes that while this team was a clear example of a system of managerial control
that encouraged worker compliance, the workers still engaged in a form of resistance, albeit in a
form less overt and direct than in traditional manufacturing settings.

Source: Adapted from D. Sharpe (2002) ‘Teamworking and managerial control within a Japanese
manufacturing subsidiary in the UK’, Personnel Review, Vol. 31, No. 3, pp. 267—-82.

So, what is a team? How does it differ from all the other groups in organisations?
A team can be described as more than the sum of the individual members. In other
words, a team demands collaborative, not competitive, effort, where each member
takes responsibility for the performance of the team rather than just their own indi-
vidual performance. The team comes first, the individual comes second, and every-
thing the individual member does is geared to the fulfilment of the team’s goals
rather than their individual agenda. If you think of a football team, a surgical team
or an orchestra, it is easier to see how each member is assigned a specific role depend-
ing on their skills and how individuals use their skills for the benefit of the team per-
formance rather than selectively using them for personal achievement. In a football
game, for example, a player making a run towards the goal would pass to another
player in a better position to score rather than risk trying to score themselves for the
sake of personal glory.

Moxon (1993) defines a team as having a common purpose; agreed norms and
values which regulate behaviour; members with interdependent functions and a
recognition of team identity. Katzenbach and Smith (1993) and Katzenbach (1997)
have also described the differences that they see between teams and work-groups,
and identify teams as comprising individuals with complementary skills, shared
leadership roles, mutual accountability and a specific team purpose, among other
attributes. In organisations this dedication only happens when individuals are fully
committed to the team’s goals. This commitment derives from an involvement in
defining how the goals will be met and having the power to make decisions within
teams rather than being dependent on the agreement of external management. These
are particularly characteristics of self-managing teams.

Organisational teams differ, though, in terms of their temporary or permanent
nature, the interchangeability of individual members and tasks and the breadth of
tasks or functions held within the team:

e Timespan. Some teams are set up to solve a specific problem, and when this has
been solved the team disbands. Other teams may be longer term and project
based, and may disband when the project is complete. Some teams will be relat-
ively permanent fixtures, such as production teams, where the task is ongoing.

e Leadership. Some teams are based on shared responsibility, although a leader may
emerge, and this leader may change depending on the task. Other teams will have
a hierarchically appointed leader.

e Interchangeability. Teams differ in the range of specific skills that are required and
as to whether there is an expectation that all members will learn all skills. In some
production teams interchangeability of skills is key, and all members will have the
potential and will be expected to learn all skills eventually. In other types of team,
for example cross-functional teams (surgical teams, product development teams),
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Figure 13.1 Different types of team (Note: High range of activities indicates activities over a broad range
of functions; low range of activities indicates activities within a function and within a single task.)

each member is expected to bring their specialist skills to use for the benefit of the
team, and they are not expected to be able to learn all the skills of each other member.

e Task and functional range. Many production teams will often be designed to
cover a whole task and within this there will be a wide range of activities. This
clearly differs from the traditional line form of production where the tasks are
broken down and segmented. Other teams will span a range of functions — for
example cross-functional teams involving, say, research, development, marketing
and production staff.

Figure 13.1 shows how different types of teams can be represented on a frame-
work representing interchangeability and task/functional spread.

In this chapter we shall go on to look at the characteristics of four broad types of
team: production or service teams; cross-functional management teams; problem-
solving teams; and departmental teams. We then look at what factors affect teams’
performance and what can be done to improve team effectiveness, as these matters
are currently of critical concern.

ACTIVITY 13.1
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BROAD TEAM TYPES
Production and service teams

It is producton and service teams that are often referred to as self-managing teams, self-
managing work teams or self-directed teams. They are typically given the authority
to submit a team budget, order resources as necessary within budget, organise train-
ing required, select new team members, plan production to meet predefined goals,
schedule holidays and absence cover and deploy staff within the team. There is a clear
emphasis on taking on managerial tasks that would previously have been done by a
member of the managerial hierarchy. These managerial tasks are delegated to the
lowest possible organisational level in the belief that these tasks will be carried out
in a responsible manner for the benefit of the team and the organisation. The payoff
from this self-management has been shown in Monsanto, for example, to be a 47 per
cent increase in productivity and quality over four years (Attaran and Nguyen 2000).
These teams are often used in such areas as car production and the production of
electrical and electronic equipment. Teams will be based around a complete task so
that they perform a whole chunk of the production process and in this way have
something clear to manage. For example, the team will normally include people with
maintenance skills, specific technical skills and different types of assembly skills so
that they are self-sufficient and not dependent on waiting for support from other
parts of the organisation. The ultimate aim is usually for all members to have all the
skills needed within the team, in other words to be multiskilled. Examples of well-
known companies using teams are Coca-Cola, Motorola, Procter & Gamble and
Federal Express (Piczak and Hause 1996). Although used initially in the manufac-
turing sector such teams have increasingly been used in the service sector too.

WINDOW ON PRACTICE
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The are, however, two major variations of such teams. In some teams there is a
hierarchically distinct team leader, and these are sometimes referred to as lean teams,
compared with teams where everyone is on an equal level (see, for example, Kerrin
and Oliver 2002). Doorewaard et al. (2002) distinguish between ‘hierarchical teams’
and ‘shared responsibility teams’, making the point that in the hierarchical teams,
team autonomy does not mean team member autonomy. They go on to say that a
lot of so-called autonomous teams are lean teams and there is not much autonomy
for team members as responsibility is in the hands of the team leader. In shared-
responsibility teams a leader may emerge, or the leadership may vary according to
the nature of task, resting with whoever has the most appropriate skills to offer.
Leaders, in both forms of team, will need to take on managerial tasks such as plan-
ning, organising, supporting individuals, presenting information and representing
the team to the rest of the organisation. The way that the leader carries out these
activities and involves others in them will clearly have an impact on the effectiveness
of the team. Where leadership is static the leader’s role is often defined in terms of a
coaching rather than a directing role.
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The nature of self-management also has an impact on the role of managers out-
side the team. Traditionally these managers would carry out the tasks described
above and would monitor and control the performance of the team. If these tasks are
no longer appropriate, what is the role of the manager — is there a role at all? It will
come as no surprise that the formation of self-managed teams is seen as a threat to
some managers. However, Casey (1993) comments that ‘self-managed teams do not
deny the role of manager, they redefine it’. He also notes that the management of the
team is a balance between responsibility within the team and management without,
rather than an all-or-nothing situation. He suggests a move towards 90 per cent
within the team in a self-management situation rather than nearer 30 per cent in a
traditional management situation.

Where there are self-managed teams the role of the traditional manager outside
the team changes to adviser and coach, as they have now delegated most of their
responsibilities for directly managing the team. These managers become a resource to
be called on when needed in order to enable the team to solve their own problems.

Oliva (1992) draws a helpful framework for understanding the respective mana-
gerial roles of traditional managers and teams in a team environment, shown in
Figure 13.2.

Teamwork relationships in the 1990s
< Team-centred leadership

Y

Management-centred leadership

Range of freedom for use

of authority by manager Range of freedom for use of

authority by team members

Manager makes Manager decides Manager develops Team develops Team makes  Teamis
independent team direction and presents a different approaches decision within  responsible
decision and and ‘sells’ plan variety of to solve problem; its scope of for decision;
announces it to team approaches for works with authority defines the
the team to management to problem and
decide on implement solution

Figure 13.2 Teamwork relationships (Source: L.M. Oliva (1992) Partners not Competitors, p. 76.
London: Idea Group Publishing. Reproduced with the permission of Idea Group Publishing.)
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The self-managing team concept has much to offer in terms of increasing
employee ownership and control and thereby releasing their commitment, creativity
and potential. There are, of course, potential problems with this approach too. These
include the difficulty of returning to traditional systems once employees have experi-
enced greater autonomy; resistance from other parts of the organisation; and peer
pressure and its consequences. We would also add resistance from team members
too. Let us look at some of these in more detail.

Resistance from other parts of the organisation

As self-managing teams have clear knock-on effects for other parts of the organisa-
tion these other parts will react. If traditional managers do not give direction and
control over to the team an immediate conflict is set up as to ‘who makes the deci-
sions around here’; if they fail to support and coach, the team may feel abandoned
and insecure. In general, the climate of the organisation needs to be supportive in
terms of the value placed on individual autonomy and learning. Marchington (2000)
points out that it is unrealistic to assess teamworking in isolation from manage-
ment’s perceived commitment to employees and their approach to the employment
relationship as a whole. There are situations also where the rhetoric of the organisa-
tion is about delegating responsibility to the team, but where management fail to give
up ownership of the task.

Resistance within the team

Individuals who have spent many years being told what to do may need some time
to take this responsibility for themselves. It is clear that operating self-managed
teams will be easier on a greenfield site. However, for locations which want to make
the transition, the importance of team selection of newcomers and of selecting skills
relevant to a team environment as well as essential technical skills will be key. Salem,
Lazarus and Cullen (1992) note that the most often cited individual characteristics
for a team environment are ‘interpersonal skills, self-motivation, ability to cope with
peer pressure, level of technical/administrative experience, communication skills and
the ability to cope with stress’. Other characteristics that have been noted elsewhere
include the ability to deal with ambiguous situations and cope with conflict in a con-
structive way. Team members may feel resistant due to fear of loss of valued skills,
but this seldom actually happens (see, for example, Bacon and Blyton 2003).

Peer pressure

The byproducts of peer pressure have been identified as lower absence levels, due to
an awareness that colleagues have to cover for them; and a higher production rate so
as not to let colleagues down. However, intense peer pressure can lead to stress and
destroy many of the perceived benefits of team involvement from the employees’ per-
spective. It is argued that peer pressure makes team members active participants in
their own work intensification, as they develop rules to monitor behaviour in the
team. Ezzamel and Willmott (1998) found that social loafing within the team (i.e.
not pulling your weight) provoked other team members to act as supervisors, when
team performance was related to rewards, adding yet more pressure.



Chapter 13 Team performance

WINDOW ON PRACTICE

Cross-functional management teams

Cross-functional management teams are very different from the teams described
above, and members are more likely to retain other roles in the organisation. Typic-
ally they will see themselves as members of their function, whether it be marketing,
research, sales, development and members of a specific project team as well. In fact
the term ‘project’ (for example as in ‘projects for change’) rather than ‘team’ is being
used increasingly to minimise any negative connotations of the word ‘team’ (see, for
example, Proehl 1997; Butcher and Bailey 2000). Very often the project team will
manage the development of a particular product, such as a computer package, a
drug, a piece of electrical equipment from creation to sales. Members may be alloc-
ated to the team by their home function for all or part of their time. In fact many
cross-functional teams are virtual teams, and although they may work closely
together, they are rarely physically together. Henry and Hartzler (1998) define vir-
tual teams as ‘groups of people who work closely together even though they are geo-
graphically separated and may reside in different time zones in different parts of the
world’. It is in this context that technology comes into its own — video conferencing,
for example. However, Bal and Grundy (1999) argue that all too often the emphasis
is the technology, rather than the all-important human processes.

The thinking behind a cross-functional team is that each member brings with
them the expertise in their own function and the dedication to the team task around
a certain product or project. By bringing individuals together as a team the project
gains through the commitment of team members to a task that they feel that they
own. Bringing these individuals together enables the development of a common lan-
guage and the overcoming of departmental boundaries. Such teams are a key feature
of a matrix organisation where individuals may be, simultaneously, members of a
functional department and a product-based team, frequently with two direct line
managers.
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Meyer (1994) expresses the importance of measures of performance for cross-
functional teams, and sees process measures as key rather than just measures of
achievements. His argument is that process measures help the team to gauge their
progress, and identify and rectify problems. It follows from this that the performance
measures used need to be designed by the team and not imposed on them from senior
management, as the team will know best what measures will help them to do their
job. Inevitably these measures will need to be designed against a strategic context set
by higher management. Meyer describes a good example of the problems that can
result if managers try to control the performance measurement process rather than
empowering team members.

The process of agreeing their own performance measures will also enable the team
to identify different assumptions and perceptions that each team member holds, and
generate discussion on the exact goals of the team. All this is helpful in bringing the
team together, generating a common language and ensuring that everyone is pulling
in the same direction.

One special form of cross-functional management team is the top management
team of the organisation. Clearly, this team is different in that it is permanent and
not project based, but its members still need to work as a team rather than a collec-
tion of individuals. Katzenbach and Smith (1993) note that it is more difficult to get
this group to work together as a team as they are more likely to be individualist than
are team members elsewhere in the organisation. Directors often still see themselves
as representatives of their function rather than members of a team, and thus will be
more likely to defend their position and attempt to influence each other than to pull
together. Katzenbach (1997) suggests that strong executive leadership and true
teamwork require different, but equally important disciplines, which need to be integ-
rated rather than being seen as alternatives. Garratt (1990) asks three key questions
of top teams to assess whether they are truly direction-giving teams. He asks about
regular processes, outside formal meetings, to discuss what is going on in the organ-
isation and what possibilities exist; to what extent the team involve themselves
in unstructured visioning before grappling with the practical matters of plans and
budgets; and to what extent they assess individual contributions and the skills and
resources owned within the team. He finds little evidence of any of these activities
taking place. Case 13.1 on the website focuses on senior management teams, and
their development needs.

Functional teams

Functional teams, as the name implies, are made up of individuals within a function.
For example, the training section of the HR department may well be referred to as
the training team — different groups of nurses on a specific ward are sometimes
divided into, say, the ‘red’ team and the ‘blue’ team. Sales staff for a particular pro-
duct or region may refer to themselves as the ‘games software sales team’ or the
‘north west sales team’. Some of the rationale behind this is to give the customer,
internal or external, an identified set of individuals to liaise with. Given that these
will be a smaller set than those in the whole department, they will be able to gain
a much closer knowledge of particular customers and a better understanding of
customer needs. The extent to which these are really teams as opposed to groups
of individuals will vary enormously.
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Problem-solving teams

Problem-solving teams may be within a function or cross-functional. Within-
function teams may typically be in the form of quality circles where employees
voluntarily come together to tackle production and quality issues affecting their
work. Unfortunately, many of these teams have had little impact and it has not been
possible to implement recommended changes and improvements, owing to the reten-
tion of management control. Other within-function problem-solving teams may
consist of specially selected individuals who will be involved in the implementation
of a major development within the function or department. For example, the imple-
mentation of performance management may be supported by specific coaches in each
department who carry out related training, offer counselling and advice and who
tailor organisation policy so that it meets department needs. These coaches may
become the departmental performance management team.

Cross-functional problem-solving teams may be brought together to solve an
identified and specific organisational problem, and will remain together for a short
period until that problem has been solved. They differ from cross-functional man-
agement teams as their role is not to manage anything, but rather to collect and
analyse data and perspectives and develop an understanding of the nature of the
problem. From this they will make recommendations on how to solve the problem
which are then passed on to higher management. Usually their remit ends here, and
they have little or no involvement in implementation. Team members will retain their
normal work role at the same time as being a team member.

ACTIVITY 13.3
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TEAM EFFECTIVENESS

For a team to be effective its members need a clear and agreed vision, objectives and
set of rules by which they will work together. Proehl (1997), for example, identifies
the need for a clear project purpose, which members agree is worthy. In addition, he
found that clear project boundaries, deadlines and specific follow-up activities by a
designated co-ordinator were all important to team effectiveness.

Team members will need to feel able to be open and honest with each other and
be prepared to confront difficulties and differences. It is also important for members
to be able to tolerate conflict and be able to use this in a collaborative way in the
achievement of the team’s objectives. Some researchers have commented upon the
size of the team and suggest it should be small enough, say no more than 20, for com-
munications to be feasible. Others have suggested that proximity is important in
maintaining communications and team spirit.

We have previously mentioned support from management as being critical to
team success. Edwards and Wright (1998) note from their case study the problems
caused by managers who interfere with team autonomy. Next we explore the key
issues of selection, training and development, assessment and reward in relation to
team effectiveness.

Selecting team members

The effectiveness of a team largely depends on the appropriateness of the team mem-
bers. For self-managing teams there is a strong lobby for newcomers to be appointed
by the team themselves, and indeed some would argue that unless this happens the
team is not truly self-managing. Other case studies suggest that team members,
whether selected by the team or by others, are chosen very carefully in the likeness
of the team and with the ‘right attitudes’. For all teamwork Katzenbach and Smith
(1993) identify three critical selection criteria: technical or functional expertise,
problem-solving and decision-making skills and interpersonal skills, and it also
seems that successful teams have team members with high levels of emotional
intelligence.

Another approach to selection of team members is to gain an understanding of the
team roles that they are best able to play, so that the team is endowed with a full
range of the roles that it will need to be effective. Meredith Belbin (1993), through
extensive research and the evolution of his original ideas, has identified nine team
roles which are important to a team and which individuals may have as strengths or
weaknesses. The absence of some or many of these roles can cause problems in team
effectiveness. Too many individuals playing the same type of role can cause undue
friction in the team and again damage effectiveness. The key is achieving a balance.
These team roles are as follows:

1 Coordinator. This person will have a clear view of the team objectives and will be
skilled at inviting the contribution of team members in achieving these, rather
than just pushing his or her own view. The coordinator (or chairperson) is self-
disciplined and applies this discipline to the team. They are confident and mature,
and will summarise the view of the group and will be prepared to take a decision
on the basis of this.
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Shaper. The shaper is full of drive to make things happen and get things going. In
doing this they are quite happy to push their own views forward, do not mind
being challenged and are always ready to challenge others. The shaper looks for
the pattern in discussions and tries to pull things together into something feasible
which the team can then get to work on.

Plant. This member is the one who is most likely to come out with original ideas
and challenge the traditional way of thinking about things. Sometimes they
become so imaginative and creative that the team cannot see the relevance of what
they are saying. However, without the plant to scatter the seeds of new ideas the
team will often find it difficult to make any headway. The plant’s strength is in
providing major new insights and ideas for changes in direction and not in con-
tributing to the detail of what needs to be done.

Resource investigator. The resource investigator is the group member with the
strongest contacts and networks, and is excellent at bringing in information and
support from the outside. This member can be very enthusiastic in pursuit of the
team’s goals, but cannot always sustain this enthusiasm.

Implementer. The individual who is a company worker is well organised and
effective at turning big ideas into manageable tasks and plans that can be
achieved. Such individuals are both logical and disciplined in their approach. They
are hardworking and methodical but may have some difficulty in being flexible.

Team worker. The team worker is the one who is most aware of the others in the
team, their needs and their concerns. They are sensitive and supportive of other
people’s efforts, and try to promote harmony and reduce conflict. Team workers
are particularly important when the team is experiencing a stressful or difficult
period.

Completer. As the title suggests, the completer is the one who drives the deadlines
and makes sure they are achieved. The completer usually communicates a sense of
urgency which galvanises other team members into action. They are conscientious
and effective at checking the details, which is a vital contribution, but sometimes
get ‘bogged down’ in them.

Monitor evaluator. The monitor evaluator is good at seeing all the options. They
have a strategic perspective and can judge situations accurately. The monitor evalu-
ator can be overcritical and is not usually good at inspiring and encouraging others.

Specialist. This person provides specialist skills and knowledge and has a dedic-
ated and single-minded approach. They can adopt a very narrow perspective and
sometimes fail to see the whole picture.

Think of a team situation in which you have been involved, in either a work or a
social/family setting:

(a) Which roles were present and which were absent?

(b) What was the effect of this balance?
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An individual’s potential team roles can be interpreted from some of the psycho-
metric tests used in the normal selection procedure (for example, Cattell’s 16PF).
They can also be assessed in a different way. Belbin designed a specific questionnaire
to identify the individual’s perceived current team role strengths (that is, the roles
they have developed and are actually playing). This is particularly helpful for devel-
opment within the current team, but may be less useful for selection purposes.
Although helpful, current team role strengths may not be automatically transferred
into another team situation.

The psychometric properties of the Belbin Team Roles Self-perception Inventory
(BTRSPI) have been assessed by Furnham et al. (1993), whose work has cast doubt
on the ability of the BTRSPI to be a reliable measure of team role preference. Fisher
et al. (1996) raise similar doubts but conclude that despite questions over its reliab-
ility, the model has intuitive appeal and some empirical support and it would be a
pity to disregard it. Further research by Fisher et al. (2001) provides more support for
Belbin’s model. Using the 16PF, Fisher et al. (2000) found in a study of almost 1,800
managers that some roles were more scarce than others. Although coordinators and
resource investigators were plentiful, there were few completers, monitor evaluators,
plants and shapers. They suggest that selection preferences may be causing this pat-
tern and recommend that managers consider wider selection criteria if they wish to
broaden their base of employees adequately to represent all team roles.

Team leader and manager training

Both team leaders and senior managers begin to play new roles in team situations.
Team leaders suddenly find themselves with a host of new responsibilities for the
support of team members and the planning and organising of team activities, respons-
ibilities for which they have little experience and often no training. Similarly man-
agers will need some training support in moving from a directive, controlling role
to a coaching and counselling role. Training needs to encompass not only new skills
but an opportunity to discuss the changing philosophy of the organisation and to
encourage attitude change. Support in understanding the nature of involvement,
empowerment and participation will also be relevant.

Team member training

Whether or not the team has an appointed leader all team members will need some
training support in working in a different environment with different rules about
what they should and should not be doing. Being more involved and taking on more
responsibility, and sometimes leading activities, will require some initial training
support. Attaran and Nguyen (2000) suggest that training in problem solving, com-
munications and time management is important. Applebaum et al. (1999) recom-
mend training in conflict management. Further training in new technical skills can
often be handled within the team once at least one member has the required know-
ledge and has gained some training skills themselves.

Team development

Blau (2002) suggests that the current interest in team building is due to the fact that
many teams are not working effectively. Teams can be developed in many different
ways, and perhaps one of the most critical is early development through the task
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itself. For example, teams can develop by jointly describing the core purpose of the
team, visualising the future position that they are aiming to achieve, developing the
rules and procedures they will use, performance measures and so on. If the team are
given some support to do this, perhaps a facilitator from the HR function or extern-
ally, they can not only develop vital guidelines but also gain an understanding of a
way of working things out together, a process which they can use by themselves in
the future.

Teams can also develop by looking at the way they have been working since they
came together. One way of doing this is by completing a team roles questionnaire to
identify the strengths and weaknesses of each member. This will help to promote a
better understanding of why things happen as they do, and also pave the way for
some changes. On this basis some individuals can develop their potential in team
roles that they are not presently using, but for which they have some preference, and
in this way a better balance may be struck, making the team more effective. Another
process is to review what the team as a whole are good at and bad at, what different
individuals can do to enable others to carry out their tasks more effectively, and what
improvements can be made in the way that the team organises itself. Simple sugges-
tions can be surprisingly effective, such as: It would really help me if you gave me a list
of telephone numbers where I can leave a message for you when I need to get hold of
you urgently’ (cross-functional team); and ‘I don’t understand why we need to lay the
figures out in this way and it really gets my back up — will someone take some time
out to explain it to me?” Rubin, Plovnick and Fry (1975) identified four major problem
areas in relation to group effectiveness — goals, roles, processes and relationships —
and these four can be used to provide a framework for team development activities.

WINDOW ON PRACTICE
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Other less direct methods of development involve working through simulated
exercises as a team, such as building a tower out of pieces of paper, and learning
from this how the team operate and what they could do to operate better. Outdoor
training is also used to good effect in team situations, where the team tackle new, and
perhaps dangerous, activities in the outdoors. Typically, some activities involve
learning to trust and to depend on each other in a real and risky situation, and the
learning from this, and the trust developed, can then be transferred back into the
work situation.

The approach taken to team building needs to be appropriate to the stage of devel-
opment of the team. Tuckman (1965) identified four stages of team development —
forming, storming, norming and performing. Forming centres on team members
working out what they are supposed to be doing, and trying to feel part of it. At this
stage they are quite likely to be wary of each other and hide their feelings. Storming
is the stage where members are prepared to express strongly held views, where there
is conflict and competition and where some push for power while others withdraw.
The norming stage is characterised by a desire to begin to organise themselves.
Members actually begin to listen to each other, become more open and see problems
as belonging to the whole group. Performing is where a sense of group loyalty has
developed and where all contribute in an atmosphere of openness and trust. Proehl
(1997) identifies the importance of mutual respect, and Ingram and Descombe
(1999) found in their research that camaraderie was very important in getting the
work done.

Case 13.2 on the website focuses on the nature of team building activities.

Recognition and reward

Like individuals, teams need some form of recognition and reward for their efforts.
Recognition may be in the form of articles in company newsletters or local papers
about team successes, inscribing the team name on the product or monetary rewards.
A sense of team identity is often encouraged by the use of team T-shirts, coffee mugs
and other usable items. It is most important that other reward systems in the organ-
isation, say based on individual contribution, do not cut across the reinforcement for
team performance. Kerrin and Oliver (2002), for example, found contradictions
between the team structure of work and an individual focus in terms of reward. For
example, workers did not put improvement ideas directly to the team, but submitted
them to the company suggestion scheme instead as they could gain monetary awards
from this. Also when new processes were suggested they did not voice their concerns
about the problems they foresaw — instead they waited until the process was imple-
mented and then put suggestions into the suggestion scheme. John Stevens, CIPD
Director of Professional Policy (Glover 2002), argues that if we want to identify
what teams contribute, team assessment needs to be fitted into the performance man-
agement framework of the organisation. The AstraZeneca Window on practice in
Chapter 12 on individual performance management demonstrates one way of doing
this. For teams where the longer-term objective is for all members to acquire the
whole range of skills, a payment system which pays for skills gained rather than job
done will be important.
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Are teams always the right answer?

Team-based work seems set to increase — on the premise that it will improve organ-
isational commitment and performance. The three difficult issues that will need to be
tackled are that not all employees will feel comfortable or perform their best in a
team-based situation; that teamwork is not always the best approach; and that not
all teams are effective teams. Critics of a team environment suggest that it can have
a downward levelling effect, that it stunts creativity and is generally limiting (Stott
and Walker 1995). Generating the essential openness, trust and commitment is also
a potential difficulty, and decision making can become a lengthy process. Where
teams have been introduced inappropriately the result has been lower productivity,
poorer decisions and increased dissatisfaction, as noted by Applebaum et al. (1999),
and this finding conflicts with all the case examples of performance improvement due
to the use of teams. These contradictory reports may be explained, as Edwards and
Wright (1998) suggested, by the many different types of teams that are set up, and
by the impact of different organisational environments.

ACTIVITY 13.5

SUMMARY PROPOSITIONS

13.1
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GENERAL DISCUSSION TOPICS

1 In an organisation which is moving into teamwork the supervisor’s role will change from
direct supervision to team facilitation and development. What problems are these super-
visors likely to experience in their change of role, and what forms of training and develop-
ment would help them?

2 The need to work as a team depends on the kinds of work that are carried out. Discuss.

FURTHER READING

Bateman, B., Wilson, F. and Bingham, D. (2002) ‘Team Effectiveness — development of an
audit questionnaire’, Journal of Management Development, Vol. 21, No. 3, pp. 215-26

Aims to link organisational effectiveness and team building in a coherent way. An audit has
been produced to assess six measures of team effectiveness: team synergy, clear objectives,
required skills, effective use of resources, innovation/constant improvement and the identi-
fication and measurement of quality standards. The article provides an example of how this
tool is used on a team development day to elicit the different perspectives of each team member.

Sheard, A. and Kakabadse, A. (2002) ‘From loose groups to effective teams’, Journal of
Management Development, Vol. 21, No. 2, pp. 133-51

A framework is developed which reflects how loose groups can transform themselves into
effective teams. The framework is based on the combination of Tuckman’s four stages of team
development and the Kubler Ross acceptance of change curve to form a matrix. (The Kubler
Ross curve was developed in the context of research on reactions to bereavement and has been
adopted in the management arena as representing the stages in the acceptance of change.
Change of course involves both taking on the new and letting go of the old.) Also provided are
nine key factors essential to the effectiveness of teams.
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CHAPTER 14

LEADERSHIP AND MOTIVATION

1 INTRODUCE A WORKING DEFINITION WHICH REFLECTS THE GENERAL NATURE OF LEADERSHIP

2 EXAMINE THE TRAIT APPROACH TO LEADERSHIP

3 EXAMINE THE STYLE (BEHAVIOURAL) AND CONTINGENCY APPROACH TO LEADERSHIP

4 EXPLORE THE NATURE OF HEROIC AND POST-HEROIC LEADERSHIP

5 INVESTIGATE THE LINK BETWEEN LEADERSHIP AND MOTIVATION
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Leadership and motivation are two of the most loaded and misunderstood words
in management. Individual managers are often seduced by concepts of leadership
that show them to be knights in shining armour with superhuman qualities and
(this is the really dangerous bit) adoring followers. The followers rarely have that
view of their managers. Motivation is often constructed in the same way, ‘How
can I motivate the members of my team?’, although this ignores the mainsprings
of motivation, which are in the performer rather than in the manager of the
performer.

We must not, however, underestimate the importance of leadership, motivation
and the link between the two. There are indeed sometimes needs for individual
leaders who have outstanding personal qualities and who achieve extraordinary
change in their business, sometimes more subtle leadership qualities are more
important, and there are infinitely more roles which call on different and more
modest leadership skills, which can be learned and which are equally important,
even if they do not merit shining armour and a white charger.

Understanding of both leadership and motivation was well developed in the sec-
ond half of the twentieth century and it is this work which is the basis of our under-
standing and analysis today. The one major addition of recent years has been an
appreciation of the impact of changing circumstances of contemporary business and
the role of women. All of the twentieth-century studies and theories were based on
two complementary assumptions; first, the business norm was of large, stable organ-
isations steadily getting bigger; second, management was almost exclusively a male
activity, with male norms. This led to explanations and suggestions based on those
two givens. We now see a weakening of both these assumptions. Effective businesses
are not necessarily large, growing organisations and there are many more women in
the workforce and in management positions within it. Although charismatic leaders
(a predominantly male concept) are still needed in some situations, empowering
leaders are increasingly required. We reach this at the close of the chapter, but we
can only get there by starting further back.

LEADERSHIP AND MANAGEMENT

Northouse (1997) suggests that there are four components that characterise leader-
ship: that leadership is a process; it involves influence; it occurs within a group con-
text; and it involves goal attainment. This corresponds with Shackleton’s (1995)
definition, which we shall use as a working definition for the remainder of the
chapter:

Leadership is the process in which an individual influences other group members
towards the attainment of group or organizational goals. (Shackleton 1995, p. 2)

This definition is useful as it leaves open the question of whether leadership is
exercised in a commanding or a facilitative manner. It does suggest, however, that
the leader in some way motivates others to act in such a way as to achieve group
goals.
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The definition also makes no assumptions about who is the leader; it may or may
not be the nominal head of the group. Managers, therefore, may or may not be
leaders, and leaders may or may not be managers. Some authors distinguish very
clearly between the nature of management and the nature of leadership but this
draws on a particular perspective, that of the transformational leader, and we will
consider this in the section on whether the organisation needs heroes. This is a school
of thought that concentrates on the one leader at the top of the organisation, which
is very different from organisations and individuals who use the terms manager and
leader interchangeably with nothing more than a vague notion that managers should
be leaders. Indeed, any individual may act as a manager one day and a leader the
next, depending on the situation.

The flow of articles on leadership continues unabated, but it would be a mistake
to think that there is an ultimate truth to be discovered; rather, there is a range of
perspectives from which we can try to make sense of leadership and motivation.
Grint (1997) puts it well when he comments that

What counts as leadership appears to change quite radically across time and space.
(p- 3)

In the following three sections we will look at three questions which underlie
virtually all the work on leadership. First, what are the traits of a leader, or an effect-
ive leader? Second, what is the ‘best’ leadership style or behaviour? Third, if
different styles are appropriate at different times, what factors influence the desired
style?

WHAT ARE THE TRAITS OF LEADERS AND EFFECTIVE
LEADERS?

Trait approaches, which were the earliest to be employed, seek to identify the traits
of leaders — in other words what characterises leaders as opposed to those who are
not leaders. These approaches rest on the assumption that some people were born to
lead due to their personal qualities, while others are not. It suggests that leadership
is only available to the chosen few and not accessible to all. These approaches have
been discredited for this very reason and because there has been little consistency in
the lists of traits that research has uncovered. However, this perspective is frequently
resurrected.

Kilpatrick and Locke (1991), in a meta-analysis, did seem to find some consist-
ency around the following traits: drive to achieve; the motivation to lead; honesty
and integrity; self-confidence, including the ability to withstand setbacks, standing
firm and being emotionally resilient; cognitive ability; and knowledge of the busi-
ness. They also note the importance of managing the perceptions of others in
relation to these characteristics. Northouse (1997) provides a useful historical com-
parison of the lists of traits uncovered in other studies. Perhaps the most well-known
expression of the trait approach is the work relating to charismatic leadership.
House (1976), for example, describes charismatic leaders as being dominant, having
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a strong desire to influence, being self-confident and having a strong sense of their
own moral values. We will pick up on this concept of leadership in the later section
on heroes.

In a slightly different vein Goleman (1998) carried out a meta-analysis of leader-
ship competency frameworks in 188 different companies. These frameworks repres-
ented the competencies related to outstanding leadership performance. Goleman
analysed the competencies into three groups: technical, cognitive and emotional, and
found that, in terms of the ratios between each group, emotional competencies
‘proved to be twice as important as the others’. Goleman goes on to describe five
components of emotional intelligence:

o Self-awareness: this he defines as a deep understanding of one’s strengths, weak-
nesses, needs, values and goals. Self-aware managers are aware of their own
limitations.

o Self-regulation: the control of feelings, the ability to channel them in constructive
ways. The ability to feel comfortable with ambiguity and not panic.

e Motivation: the desire to achieve beyond expectations, being driven by internal
rather than external factors, and to be involved in a continuous striving for
improvement.

o Empathy: considering employees’ feelings alongside other factors when decision
making.

e Social skill: friendliness with a purpose, being good at finding common ground
and building rapport. Individuals with this competency are good persuaders, col-
laborative managers and natural networkers.

Goleman’s research is slightly different from previous work on the trait approach,
as here we are considering what makes an effective leader rather than what makes a
leader (irrespective of whether they are effective or not). It is also different in that
Goleman refers to competencies rather than traits. There is a thorough discussion
of competencies in Chapter 17; it is sufficient for now to say that competencies
include a combination of traits and abilities, among other things. There is some
debate over whether competencies can be developed in people. The general feeling is
that some can and some cannot. Goleman maintains that the five aspects of emo-
tional intelligence can be learned and provides an example in his article of one such
individual. In spite of his argument we feel that it is still a matter for debate, and
as many of the terms used by Goleman are similar to those of the previous trait
models of leadership, we have categorised his model as an extension of the trait
perspective. To some extent his work sits between the trait approach and the style
approach which follows. It is interesting that a number of researchers and writers
are recognising that there is some value in considering a mix of personality char-
acteristics and behaviours, and in particular Higgs (2003) links this approach to
emotional intelligence.

Rajan and van Eupen (1997) also consider that leaders are strong on emotional
intelligence, and that this involves the traits of self-awareness, zeal, resilience and the
ability to read emotions in others. They argue that these traits are particularly import-
ant in the development and deployment of people skills. Heifetz and Laurie (1997)
similarly identify that in order for leaders to regulate emotional distress in the organ-
isation, which is inevitable in change situations, the leader has to have ‘the emotional
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capacity to tolerate uncertainty, frustration and pain’ (p. 128). Along the same lines
Goffe (2002) identifies that inspirational leaders need to understand and admit their
own weaknesses (within reason); sense the needs of situations; have empathy and
self-awareness.

ACTIVITY 14.1

WHAT IS THE ‘BEST WAY TO LEAD’? LEADERSHIP
STYLES AND BEHAVIOURS

Dissatisfaction with research on leadership that saw leadership as a set of permanent
personal characteristics that describe the leader led to further studies that emphas-
ised the nature of the leadership process — the interaction between leader and fol-
lower — aiming to understand how the leaders bebave rather than what they are. The
first such studies sought to find the ‘best’ leadership style; from this perspective lead-
ership comprises an ideal set of behaviours that can be learned. Fulop et al. (1999)
suggest that Douglas McGregor’s (1960) work, The Human Side of Enterprise, can
be understood from this perspective. McGregor argued that American corporations
managed their employees as if they were work-shy, and needed constant direction,
monitoring and control (theory ‘x’), rather than as if they were responsible indi-
viduals who were willing and able to take on responsibility and organise their own
work (theory ‘y’). McGregor argued that the underlying assumptions of the manager
determined the way they managed their employees and this in turn determined how
the employees would react. Thus if employees were managed as if they operated
on theory x’ then they would act in a theory ‘x’ manner; conversely if employees
were managed as if they operated on theory ‘y’ then they would respond as theory
‘y’ employees would respond. The message was that management style should rein-
force theory ‘y’ and thus employees would take on responsibility, be motivated by
what they were doing and work hard. Although the original book was written over
forty years ago, this approach is being revisited (see, for example, Heil et al. 2000)
and it fits well with the empowering or post-heroic approach to leadership that we
discuss later in the chapter. Another piece of research from the style approach is that
by Blake and Mouton (1964), who developed the famous ‘Managerial Grid’. The
grid is based on two aspects of leadership behaviour. One is concern for production,
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Table 14.1 Blake and Mouton’s four leadership styles

High concern for people High concern for people

Low concern for production High concern for production

Country Club management Team management

Low concern for people Low concern for people

Low concern for production High concern for production
Impoverished management Authority-compliance management

Source: Adapted from R.R. Blake and J.S. Mouton (1964) The Managerial Grid. Houston, Texas: Gulf Publishing.

that is, task-oriented behaviours such as clarifying roles, scheduling work, measur-
ing outputs; the second is concern for people, that is, people-centred behaviour such
as building trust, camaraderie, a friendly atmosphere. These two dimensions are at
the heart of many models of leadership. Blake and Mouton proposed that individual
leaders could be measured on a nine-point scale in each of these two aspects, and by
combining them in grid form they identified the four leadership styles presented in
Table 14.1.

Such studies, which are well substantiated by evidence, suggest that leadership is
accessible for all people and that it is more a matter of learning leadership beha-
viour than of personality characteristics. Many leadership development courses have
therefore been based around this model. However, as Northouse (1997) argues,
there is an assumption in the model that the team management style (high concern
for people and high concern for production; sometimes termed 9,9 management) is
the ideal style; and yet this claim is not substantiated by the research. This approach
also fails to take account of the characteristics of the situation and the nature of the
followers.

WINDOW ON PRACTICE

Much of the recent work on the notion of transformational/heroic leadership,
and empowering/post-heroic leadership, similarly assumes that what is being dis-
cussed is the one best way for a leader to lead, and we return to this leadership debate
later on.
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DO LEADERS NEED DIFFERENT STYLES FOR
DIFFERENT SITUATIONS?

WINDOW ON PRACTICE

A variety of models, sometimes termed contingency models, have been developed to
address the importance of context in terms of the leadership process, and as a con-
sequence these models become more complex. Many, however, retain the concepts
of production-centred and people-centred behaviour as ways of describing leader-
ship behaviour, but use them in a different way. Hersey and Blanchard (1988) devel-
oped a model which identified that the appropriate leadership style in a situation
should be dependent on their diagnosis of the ‘readiness’, that is, developmental level
or maturity, of their followers. The model is sometimes referred to as ‘situational
leadership’, and works on the premise that leaders can ‘adapt their leadership style
to meet the demands of their environment’ (Hersey and Blanchard 1988, p. 169).
Readiness of followers is defined in terms of ability and willingness. Level of ability
includes the experience, knowledge and skills that an individual possesses in relation
to the particular task at hand; and level of willingness encompasses the extent to
which the individual has the motivation and commitment, or the self-confidence, to
carry out the task. Having diagnosed the developmental level of the followers,
Hersey and Blanchard suggest that the leader then adapts their behaviour to fit. They
identify two dimensions of leader behaviour: task behaviour, which is sometimes
termed ‘directive’; and relationship behaviour, which is sometimes termed ‘support-
ive’. Task behaviour refers to the extent to which leaders spell out what has to be
done. This includes ‘telling people what to do, how to do it, when to do it, where to
do it, and who is to do it’ (Hersey 1985, p. 19). On the other hand, relationship
behaviour is defined as ‘the extent to which the leader engages in two-way or multi-
way communication. The behaviours include listening, facilitating and supporting
behaviours’ (ibid.). The extent to which the leader emphasises each of these two
types of behaviour results in the usual two-by-two matrix. The four resulting styles
are identified, as shown in Table 14.2.

There is an assumption that the development path for any individual and required
behaviour for the leader is to work through boxes 1, 2, 3 and then 4 in the matrix.
Hersey and Blanchard produced questionnaires to help managers diagnose the readi-
ness of their followers.
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Table 14.2 Hersey and Blanchard’s four styles of leadership

High relationship behaviour High relationship behaviour

Low task behaviour High task behaviour

Followers are able, but unwilling or insecure Followers are unable, but willing or confident
Supportive (participating) style (3) Coaching (selling) style (2)

Low relationship behaviour Low relationship behaviour

Low task behaviour High task behaviour

Followers are both able and willing or confident Followers are unable and unwilling or insecure
Delegation style (4) Directing (telling) style (1)

Source: Adapted from P. Hersey and K.H. Blanchard (1988) Management of Organizational Behavior: Utilizing
Human Resources, 5th edn. Englewood Cliffs, NJ: Prentice-Hall International. © Copyright material, adapted and
reprinted with the permission of Center for Leadership Studies, Escondido, CA92025.

Other well-known contingency models include Fielder’s (1967) contingency
model where leadership behaviour is matched to three factors in the situation: the
nature of the relationship between the leader and members, the extent to which tasks
are highly structured and the position power of the leader. The appropriate leader
behaviour (that is, whether it should be task oriented or relationship oriented)
depends on the combination of these three aspects in any situation. Fielder’s model
is considered to be well supported by the evidence. The research was based on the
relationship between style and performance in existing organisations in different
contexts. For a very useful comparison of contingency models see Fulop et al. (1999).

WINDOW ON PRACTICE
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Six leadership styles reported by Goleman

Coercive style Leader demands immediate compliance

Authoritative style Leader mobilises people towards a vision

Affiliative style Leader creates emotional bonds and harmony

Democratic style Leaders use participation to build consensus

Pacesetting style Leader expects excellence and self-direction from followers
Coaching style Leader develops people for the future

Source: Reprinted by permission of Harvard Business Review. Adapted from ‘Leadership that gets results’, by
D. Goleman, March—April, pp. 80 and 82-3. Copyright © 2000 by the Harvard Business School Publishing
Corporation; all rights reserved.

Goleman (2000) reports the results of some research carried out by Hay/McBer
who sampled almost 20 per cent of a database of 20,000 executives. The results were
analysed to identify six different leadership styles, which are shown in Table 14.3,
but most importantly Goleman reports that ‘leaders with the best results do not rely
on only one leadership style’ (p. 78).

Goleman goes on to consider the appropriate context and impact of each style,
and argues that the more styles the leader uses the better. We have already reported
Goleman’s work on emotional intelligence, and he links this with the six styles by
suggesting that leaders need to understand how the styles relate back to the different
competencies of emotional intelligence so that they can identify where they need to
focus their leadership development.

For each of Goleman'’s six styles think of a leader you have worked with, or know
of. For each of these individuals write a list of the behaviours that they use. Then
consider the impact that these behaviours have on followers.

Do the behaviours have the same impact on all followers? If not, why not?

One of the differences between the contingency models we have just discussed and
the ‘best’ style models is the implications for development. The Blake and Mouton
model suggests leaders can be developed to lead in the one best way. The Hersey and
Blanchard model, and most other contingency models, stress the flexibility of the
leader — to learn to lead differently with different employees depending on their
needs; hence the leader should learn many styles and learn to diagnose the needs of
their employees. Fielder’s model, however, emphasises matching the leader to the
context (a selection decision), rather than developing leaders in the context.
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WINDOW ON PRACTICE

DO WE REALLY NEED HEROES?

A different approach to understanding leadership is transformational leadership,
which focuses on the leader’s role at a strategic level, so there is a concentration on
the one leader at the top of the organisaton. There is a wide range of literature in this
vein, most of it written in the 1980s. Since that time the academic literature may have
moved on but the image of the transformational leader still remains widely attrac-
tive. While this is a different approach it links back to our original three questions
about leadership. Transformational leadership shows elements of the trait approach,
as leaders are seen to ‘have’ charisma, which sets them apart as extraordinary and
exceptional, and they are also seen to use a set of ‘ideal’ behaviours, with the
assumption in many writings that this is the ‘best” approach.

The leader is usually characterised as a hero, although Steyrer (1998) proposes
that there are other charismatic types such as the father figure, the saviour and the
king. Such leaders appear to know exactly what they are doing and how to ‘save’ the
organisation from its present predicament (and consequently such leadership is
found more often when organisations are in trouble). Leaders involve followers by
generating a high level of commitment, partly due to such leaders focusing on the
needs of followers and expressing their vision in such a way that it satisfies these
needs. They communicate high expectations to followers and also the firm belief that
followers will be able to achieve these goals. In this way the leader promotes



Chapter 14 Leadership and motivation

self-confidence in the followers and they are motivated to achieve more than they
ordinarily expect to achieve. In terms of behaviours, perhaps the most important is
the vision of the future that the leader offers and that they communicate this and
dramatise this to the followers. Such leaders are able to help the followers make
sense of what is going on and why as well as what needs to be done in the future.
It is from this perspective that the distinction between management and leadership
is often made. Bennis and Nanus (1985), for example, suggest leadership is path
finding while management is path following; and that leadership is about doing the
right thing whereas management is about doing things right. Kotter (1990) identified
leaders as establishing a direction (whereas managers plan and budget); leaders
align people with the vision (whereas managers organise things); leaders motivate
and inspire (whereas managers control and solve problems); and leaders encour-
age change (whereas managers encourage order and predictability). Other writers
analysing leadership from this perspective include Tichy and Devanna (1986) and
Bass (19835), and there is a wide research base to support the findings. The approach
does have a great strength in taking followers’ needs into account and seeking to pro-
mote their self-confidence and potential, and the idea of the knight in shining armour
is very attractive and potentially exciting — Tichy and Devanna, for example, present
the process of such leadership as a three-act drama. However, in spite of the em-
phasis on process there is also an emphasis on leadership characteristics which harks
back to the trait approach to leadership, which has been characterised as elitist.
There is also the ethical concern of one person wielding such power over others.

Maybe we should ask whether organisations really require such leaders. A very
different conception of leadership is now offered as an alternative, partly a reaction
to the previous approach, and partly a response to a changing environment. This is
termed empowering or post-heroic leadership, and could be described as the cur-
rently favoured ideal way to lead.

WINDOW ON PRACTICE

Fulop et al. (1999) identify factors in a rapidly changing turbulent environment
which by the 1990s dilute the appropriateness of concentrating on the one leader at
the top of the organisation. These factors include: globalisation making centralisa-
tion more difficult; technology enabling better sharing of information; and change
being seen as a responsibility of all levels of the organisation — not just the top. They
also note a dissatisfaction with corporate failures, identify few transformational
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leaders as positive role models, suggest that such a model of male authoritarian lead-
ership is less relevant, and in particular that the macho leader with all the answers
does not necessarily fit well with the encouragement of creativity and innovation.
In addition they suggest that increasing teamwork and an increasing emphasis
on knowledge workers mean that employees will be less responsive now to a trans-
formational leader. The emphasis has therefore moved away from understanding the
traits and style of the one leader at the top of the organisation who knows how to
solve all the organisation’s problems, to how empowering or post-heroic leaders can
facilitate many members of the organisation in taking on leadership roles. In this
context Applebaum et al. (2003) comment that female leadership styles are more
effective in today’s team-based consensually driven organisations. Many commenta-
tors speak of leaders with integrity and humility, the ability to select good people and
to remove barriers so they can fulfil their potential and perform (see, for example,
Collins 2003; Alimo-Metcalfe and Alban-Metcalfe 2002).

The leader becomes a developer who can help others identify problems as oppor-
tunities for learning, and who can harness the collective intelligence of the organisa-
tion, and Fulop et al. (1999) note that this means in practice that they encourage the
development of a learning organisation. Senge (1990), who is a protagonist of the
learning organisation (see Chapter 11 for further details), sees the leader’s new roles
in encouraging a learning organisation as designer, teacher and steward, rather than
a traditional charismatic decision maker. He suggests that leaders should design the
organisation in terms of vision, purpose, core values and the structures by which
these ideas can be translated into business decisions. However, he also suggests that
the leader should involve people at all levels in this design task. It is the role of
the leader not to identify the right strategy, but to encourage strategic thinking in the
organisation, and to design effective learning processes to make this happen. The
leader’s role as a teacher is not to teach people the correct view of reality, but to help
employees gain more insight into the current reality. The leader therefore coaches,
guides and facilitates. As a steward the leader acts as a servant in taking responsibil-
ity for the impact of their leadership on others, and in the sense that they override
their own self-interest by personal commitment to the organisation’s larger mission.
To play this role effectively Senge suggests that the leader will need many new skills,
in particular vision-making skills — a never-ending sharing of ideas and asking for
feedback. Skills that will encourage employees to express and test their views of the
world are also key. These involve actively seeking others’ views, experimenting,
encouraging enquiry and distinguishing ‘the way things are done’ from ‘the way we
think things are done’.

The role that leaders play in the organisation in the twenty-first century is seen by
some as very different from the hero roles of the past, and leaders are no longer
expected always to know the solutions to problems.

Williams (2000), who talks about enabling and empowering leadership, suggests
that ‘twenty first century leaders are not expected to be all-knowing gurus and
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Table 14.4
Leadership
skills compared

This changing perspective on leadership is well demonstrated by a survey on lead-
ership skills reported by Rajan and van Eupen (1997). The research is based on inter-
views with 49 top business leaders, 50 HR directors and a postal questionnaire
of 375 companies in the service sector. They asked what were the most important
leadership skills during the period 1995-7 and compared the results with those of a
similar survey conducted in the late 1980s. The change in skills base shown in
Table 14.4 reflects very well the change in the idealised leadership role and the
increasing importance of facilitative people-related skills. They also note the pre-
diction that the future will require an equal balance of traditionally masculine and
feminine personality traits.

Higgs (2003) argues that leaders need a combination of skills and personality:
envisioning, engaging, enabling, enquiring and developing skills are needed, together
with authenticity, integrity, will, self-belief and self-awareness.

1995-7 Ability to inspire trust and motivation
Visioning
Ability, willingness and self-discipline to listen

Strategic thinking

a A W N =

Interpersonal communication skills

Late 1980s Strategic thinking
Entrepreneurial skills
Originality

Flair

a A W N =

Problem-solving skills

Source: Adapted from A. Rajan and P. van Eupen (1997) ‘Take it from the top’,
People Management, 23 October, pp. 26 and 28.
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From a slightly different perspective Heifetz and Laurie (1997) propose six guid-
ing principles of post-heroic leadership, and they conclude that leadership is about
learning and that the idea of having a vision and aligning people to this is bankrupt.
The idea of one leader at the top creating major changes in order to solve a one-off
challenge is no longer appropriate, as organisations now face a constant stream of
adaptive challenges, and leadership is required of many in the organisation, not just
one person at the top. They argue that employees should be allowed to identify and
solve problems themselves and learn to take responsibility. The role of the leader is
to develop collective self-confidence. As Grint (1997) puts it, ‘the apparent devolve-
ment (or desertion — depending on your perspective) of responsibility has become the
new standard in contemporary models of leadership’ (p. 13). For further discussion
on the devolution of responsibility see case 14.1 on the website.

These visions of leadership are very attractive but they do require a dramatic
change in thinking for both leaders and followers. For leaders there is the risk of
giving away power, learning to trust employees, developing new skills, developing a
different perspective of their role and overriding self-interest. For followers there is
the challenge of taking responsibility — which some may welcome, but others shun.
Yet, if sustained competitive advantage is based on human capital and collective
intelligence, it is difficult to relegate this perspective to ‘just an ideal’.

While empowering leaders have been shown to fit with the current climate we may
sometimes need heroic leaders. Kets de Vries (2003) makes the point that heroic
leadership will never die as change makes people anxious and we need heroic
leaders to calm them down, but since no one can live up to the expectations of
heroic leaders, they will eventually become a disappointment. We conclude with
the thought that there is no one best way — different leaders and different leader
behaviours are needed at different times. For an example of a mixed approach to
leadership see case 14.2 on the website about Tim Smit of the Eden Project.

LEADERSHIP AND MOTIVATION

All leadership models are based on the assumption that one person can motivate
another to act, and we have looked at different explanations of how leaders may do
this — based on their traits, their employment of the one best leadership style or their
use of a style which matches (in some ways) the needs of their followers, and is
responsive (in some ways) to the context. We have also explained how the leader
may be reconceptualised as heroic (transformational leader) and as empowering or
post-heroic.

Some interconnections can be made between these theories and motivation
theories. It is not our purpose here to recount any motivation theories in detail (for
this see texts such as Buchanan and Huczynski 1997; Mullins 1999; Fulop and
Linstead 1999; or Hollyforde and Whiddett 2002). Below we identify some of the
key concepts addressed in motivation theories and suggest which leadership per-
spectives tap into these concepts:

e Expectancy has an impact on motivation. We have already mentioned
McGregor’s (1960) model and his argument that if you treat people as respons-
ible and self-motivated then they will act in a responsible and motivated manner.
In addition Vroom’s (1964) expectancy theory of motivation recognises that in
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the process of motivation the extent to which the individual feels they can real-
istically achieve the target will have an influence on whether they are motivated
even to try. In respect of transformational leadership it is argued that followers
can be inspired to achieve beyond the normal, partly because the leader has high
expectations of the followers and in addition the leader expresses the belief that
the followers are capable of achieving these great things. From a different per-
spective the post-heroic leader concept is based on trusting organisation members
to play their part, trusting them with information and expecting them to use this
wisely for the good of the organisation.

e Social needs are important. Maslow (1943), Mayo (1953) and McClelland
(1971), among others, highlight the need for affiliation as a motivational fac-
tor. Some leadership models specifically respond to this, for example Blake and
Mouton (1964) (‘one best style’ theory), Hersey and Blanchard (1988) and Fielder
(1967) (contingency theory) all use ‘concern for people’ in some form as one of the
key aspects of their leadership models. The concept of post-heroic leadership con-
cerns involving those who may previously have been excluded, and concerns the
impact of their leadership on individuals. In addition this perspective concentrates
on the importance of learning and acting collectively.

e Importance of the work itself. Maslow (1943), Herzberg (1968), and Hackman
and Oldham (1976), for example, all underline the way in which individuals are
motivated to seek and may achieve satisfaction through their jobs. Herzberg, for
example, identifies how opportunities for achievement, recognition, responsibil-
ity, autonomy, challenging tasks and opportunities for development may all be
motivational. In some ways, Hersey and Blanchard’s (1988) model addresses
these needs in their ‘delegation’ style. In the post-heroic model many people in the
organisation need to be involved in meeting adaptive challenges, in working out
solutions and in contributing to vision building and many need to take on the
responsibility of leadership. This is very different from the transformational lead-
ership model in which the leader at the top of the organisation is seen to have all
the responsibility.

e Recognising different people are motivated by different things. Expectancy the-
ory, previously mentioned, also identifies that different individuals value different
things and hence have different motivational needs. In the process of motivation,
only those things that the individual values will spur them to act. Contingency
models of leadership take this on board to some extent. From a different perspect-
ive the transformational leader develops an interpretation of the world, or nar-
rative, that plays to the followers’ needs. However, while post-heroic leadership
identifies that different people may play a different part, there is an assumption
that all will be prepared to be involved, to share information and to develop them-
selves in line with the needs of the organisation.

e Social influences on motivation. Recent work in the area of motivation suggests
that motivations are socially or culturally determined, and to a limited extent the
transformational leader ties into this as they reinterpret the world for their
followers.

In spite of the links between leadership and motivation theories, there are many
aspects of motivation that the leadership theories ignore. For example, some people
have less internal energy and drive than others and less need for growth. Also,
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individuals with high levels of energy and drive may satisfy these outside the work
environment. While we may try to motivate people externally the greatest power
for motivation comes from within and is therefore under the control of the indi-
vidual rather than another. The best we can say is that leaders can enhance fol-
lowers’ motivation by the way they treat them, and at worst leaders may neutralise
the motivational energy in their followers. There will always be some factors on
which leaders have no impact whatsoever.

SUMMARY PROPOSITIONS

14.1

14.2

14.3

14.4

GENERAL DISCUSSION TOPICS
1 Do we need leaders at all? Discuss what alternatives there might be.

2 Consider the four types of charismatic leader identified by Steyrer (1998): hero, father
figure, missionary and saviour. Discuss the ways in which the types of leader are similar or
different.

FURTHER READING

IDS (2003) IDS Studies: Leadership Development, No. 753. London: Incomes Data Services
A useful book outlining the work of five case study organisations, in terms of their conception
of leadership, what prompted their leadership development programmes and an outline of the
programmes themselves. The case organisations are the Dixons group, the Inland Revenue,
Novartis Pharmaceuticals, Portsmouth City Council and Skipton Building Society.
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Nicholson, N. (2003) ‘How to motivate your problem people’, Harvard Business Review,
January, pp. 57-65

Despite the title this article is focused on the perspective of the employee rather than the
leader. Nicholson takes the view that leaders need to decentre, in other words put aside their
views and look at the world in terms of how the employee sees it — the employee not being a
problem to be solved but a person to be understood.
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CHAPTER 15

MANAGING ABSENCE
AND ATTENDANCE

1 REVIEW THE NATIONAL CONTEXT ON EMPLOYEE ABSENCE

2 IDENTIFY THE IMPACT OF ABSENCE ON THE ORGANISATION

3 EXPLORE THE PROCESS OF ABSENCE FROM WORK AND ABSENCE CAUSATION

4 DISCUSS METHODS BY WHICH LONG- AND SHORT-TERM ABSENCE CAN BE MINIMISED
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For organisations to achieve their optimum performance the extent to which em-
ployees are absent from their place of work clearly needs to be minimised. Absence
has always been a matter of concern to all employers, and methods for reducing it
have frequently focused on disciplinary or punitive measures. More recently absence
has been framed in a more positive discourse, and the focus is now on what
organisations can do to promote attendance and rehabilitation of employees with
long-term absence. In an IRS survey (IRS 2001) absence was second among the top
ten priorities of HR managers.

THE NATIONAL CONTEXT

The CIPD (2003) found a level of 3.9 per cent sickness absence (defined as the per-
centage of working time missed, and often referred to as the headline rate) from a
survey they carried out in early 2003 with responses from 1,330 public sector and
private sector organisations. This represents nine days’ absence per employee per
year. CIPD commented that this is a reduction on the figure of 4.4 per cent reported
by a similar survey in the previous year. Other surveys produce fairly similar figures,
for example the CBI survey in 2003 reports a rate of 2.9 per cent (equating to 6.8 days
lost per person per year). However, for two reasons it is difficult to argue yet that
there is a downward trend in absence rates. First, the rate in the CIPD 2001 survey
was 3.8 per cent, and in 2000 was 4.1 per cent. Second, while the methodology of
the survey remains constant the actual organisations responding each year are not
necessarily the same, within either the CIPD or CBI survey.

In terms of the patterns of absence most surveys report that absence is higher in
larger than in smaller organisations, which is likely to be why the CBI figures are gen-
erally lower than the ones from the CIPD, as their sample includes a higher propor-
tion of smaller organisations. Public sector absence is usually found to be higher than
that in the private sector: for example in 2003 the CIPD found the public sector
absence rate to be 4.6 per cent. Reviewing the Labour Force Survey, the General
Household Survey and employer surveys, Barham and Leonard (2002) found that
absence does tend to be concentrated in some groups of people rather than others: in
addition to higher rates in the public sector they found higher rates for women, full-
time workers and those aged under 30. They also found differences by occupational
group, with managers, professionals and administrative professionals having lower
levels than other groups. The CBI found that sickness absence was higher among
manual workers, and this to some extent must reflect the nature of job demands. The
CIPD (2003) found that absence levels were greatest in the food, drink and tobacco
sector and lowest in consultancy, IT services, legal, property services, media and
publishing.

The CBI reports that absence costs the UK economy around £11 billion per year.
At a national level the government has an interest in reducing absence and loss of
employment due to sickness. Roberts (2003) reports that while there are 1.46 mil-
lion people claiming unemployment pay, there are 2.7 million people out of work
claiming long-term sickness and disability benefits. Roberts goes on to explain how
this situation has stimulated a focus on how society manages long-term sickness
and rehabilitation. The government has an interest in reducing NHS costs and
the Department for Work and Pensions has arranged a two-year series of job re-
habilitation pilot studies. The pilots will test three different approaches, healthcare
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interventions, workplace interventions and combined interventions, and the aim is to
learn which approaches are most successful.

WINDOW ON PRACTICE

THE ORGANISATIONAL CONTEXT

Barham and Leonard (2002) question the accuracy of data in absence surveys. They
argue that given the low response rates to such surveys, there is no evidence to sug-
gest that the survey findings are representative of the whole population. In addition
the CIPD found that much management absence is not recorded. It is likely that
respondents are those with better absence information. On this basis they argue that
absence costs to the organisation are underestimated.

The CIPD found that over 90 per cent of organisations in their survey considered
absence to be a significant cost to the organisation, but less that half monitored
this cost. The average cost was reported to be £567 per year per employee. Barham
and Leonard (2002) suggest that estimating the costs of absence is complicated, and
that the estimate needs to include not only the direct costs (i.e., paying salary and
benefits for a worker who is not there), but also indirect costs such as organising
replacement staff, overall reductions in productivity and administrative costs. Bevan
(2002), reporting research from the Employment Studies Institute, suggests that
there is virtually no robust data on direct and indirect costs of absence and that most
employers underestimate the true costs of sickness absence, particularly in respect of
long-term sickness. Costing currently does not distinguish between short-term and
long-term sickness. Using case study research Bevan reports that long-term sickness
costs account for between 30 per cent and 70 per cent of absence costs. He goes on
to argue, on the basis of this research, that even the most sophisticated companies
are not well equipped to calculate such costs.

Statutory Sick Pay (SSP) changes in 1994 have given absence costs a higher profile
as the burden has been passed to the employer, although there were compensatory
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mechanisms in place, direct costs to the employer are increased and are more
prominent.

Traditionally employers have concentrated on short-term absence, and while long-
term absence accounts for only around 20 per cent of absence incidents it can repres-
ent more than 40 per cent of total working time lost, according to the CBI, although
figures do vary. CIPD (2003) found that long-term absence was most significant in
the public sector where it accounts for 27 per cent of absence, compared with 18 per
cent in manufacturing and 11 per cent in private services. Reducing such absence is
increasingly seen as having the potential to create significant costs savings. Cost is
not the only factor in influencing organisations to attend to long-term absence, and
we have already mentioned government interest in this. In addition, the Disability
Discrimination Act 1995 requires employers to provide reasonable adjustments to
enable disabled workers to continue in employment, and the term ‘disabled’ extends
to those suffering from long-term ill health. It has been argued that employers have a
more explicit duty of care to their employees due to UK and EU legislation, and there
is a growing concern for the well-being of employees, partly due to fear of litigation.

PROCESS AND CAUSES OF ABSENCE

The CIPD (2003) found that 81 per cent of organisations collected data on the causes
of absence, with the public sector being more likely to do this. The most frequent
stated causes of absence are minor illness for short-term absence and back pain (for
manual workers) and stress (for non-manual workers) for long-term absence. The
increase in stress as a cause may well be partly due to the fact that this is now a more
legitimate reason for non-attendance than previously. Case 15.1 on the website
focuses on stress as a reason for absence. It is important to bear in mind that recorded
causes of absence in organisations will be those causes which employees perceive the
organisation to view as legitimate.

The causes of absence are complex and interrelated and a process approach is
generally agreed to be the most useful way of understanding absence behaviour,
although there are criticisms that such models are not supported by the evidence.
One of the most widely quoted models is from Rhodes and Steers (1990) and in our
view this is the most useful of the process models. For an alternative model see
Nicholson (1977).

The Rhodes and Steers model (see Figure 15.1) not only includes content
information on the causes of absence but also incorporates a range of interdependent
processes. In essence the model focuses on attendance motivation and the ability to
attend in terms of resulting attendance behaviour.

Rhodes and Steers suggest that attendance motivation is directly affected by two
factors: satisfaction with the job and pressure to attend. Pressure to attend may result
from such factors as market conditions. Examples include the likelihood that there
will be redundancies at their workplace and how easy it would be to get another
job; incentives to attend, such as attendance bonuses; work-group norms on what is
acceptable in the work-group and the effects of absence on other group members;
personal work ethic producing internal pressure to attend based on beliefs about
what is right; and commitment to the organisation through an identification with the
beliefs and values of the organisation and an intention to remain with the organ-
isation. On this basis threat of redundancies, attendance bonuses, team structures
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The Rhodes and Steers process model of attendance (Source: S. Rhodes and
R. Steers (1990) Managing Employee Absenteeism, Reading, Mass.: Addison Wesley.)

where team members have to cover the workload of an absent member, a personal
ethic about the need to attend work wherever possible, and feelings of loyalty to the
organisation should all promote the motivation to attend.

Rhodes and Steers suggest that satisfaction with the job is determined by the job
situation and moderated by employee values and job expectations. Factors in the job
situation are identified as job scope and level of responsibility and decision making;
role stress such as work overload, underload, difficult working conditions or hours;
work-group size; leadership style of their immediate manager, particularly the open-
ness of the relationship and how easy it is to discuss and solve problems jointly;
strength of relationships with co-workers; and the opportunity for promotion. On
this basis higher levels of responsibility and the opportunity to make decisions in
relation to job demands, balanced workload and good working conditions, small
work group size, an open relationship with immediate manager, good relationships
with colleagues and the opportunity for promotion should all improve attendance
motivation.

However job satisfaction is moderated by the values and expectations of the
employee. Such values and expectations are shaped by both personality and personal
characteristics and life experiences, but can also change during the course of one’s
life. The extent to which the job matches up with expectations and values will have
a bearing on job satisfaction; a close match is more likely to lead to satisfaction than
a mismatch.

Personality and personal characteristics influence expectations and values and
job satisfaction. We have previously referred to the influence of age and sex on
absence rates. Length of service has also been identified as having an influence.
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However, none of these relationships is clear-cut, and different pieces of research
often produce different findings. There is most evidence for suggesting that younger
workers and female workers have the highest rates of absence, and it is argued that
younger workers value free time to a greater extent than older workers.

This brings us to the last influence on attendance, which is the ability to attend.
This influence is interposed between attendance motivation and actual attendance.
For example an employee could be highly motivated to attend, but may have insur-
mountable transportation difficulties, family or domestic responsibilities, or may be
genuinely ill. In these cases motivation to attend does not result in attendance.

MANAGING FOR ATTENDANCE

The complex interrelationship of the causes of absence needs to be taken into
account in its management. Many organisations have introduced policies for man-
aging absence that focus on minimising short-term rather than long-term absence.
The role of sickness in long-term absence has been given little priority in the past, as
has the issue that short-term absence, if badly handled, can lead to long-term absence.
Typically long-term absence and short-term absence require different approaches.
Attendance management policies need to take into account causes of absence, which
may be identified by patterns of absence and by enabling individuals to be open
about why they are not at work. Measures range from proactive methods intended
to reduce the risk of ill health; measures intended to reduce spells of absence and
those intended to reduce the length of absence. Typically there is a mix of processes
both to discourage absence and positively to encourage attendance, but these work
differently with those on long- and short-term sickness absence.

Whatever approach is chosen, there is a great need for consistency in the con-
struction and implementation of absence management policies and procedures, not
only in terms of ensuring fairness and as a support for any disciplinary action taken,
but also in terms of providing employees with clear expectations about how absence
will be tackled, and promoting an attendance culture. While different approaches
work in different sectors and with different types of staff, there is a strong argument
that the policies themselves need to be consistent in any organisation, to encourage
employee acceptance and line manger support. For example Dunn and Wilkinson
(2002) report the difficulties that a line manager in a production company experi-
enced due to the fact that manufacturing staff were subject to more stringent absence
procedures than other staff in the company.

Lack of consistency in implementation also weakens any policy and procedures.
The role of the line manager is key and there is much emphasis on giving the line
manager ownership of absence and attendance issues, with support from HR. What-
ever policies and procedures are set up it is critical that the line manger feels owner-
ship of these and applies them in practice. James and his colleagues (2002) found
that two-thirds of their interviewees in a long-term absence management study noted
that there were problems in the way that line managers carried out their responsibil-
ities. Managers frequently did not follow the guidelines in matters such as ongoing
contact with absent employees, and consequently HR did not know what was going
on and often had to step in and manage cases. James and his colleagues found that
managers’ behaviour resulted from time pressures, lack of awareness of what the
procedure was and lack of training.
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WINDOW ON PRACTICE

It has been found that some measures to manage absence actually increase
absence, so monitoring any new policies and procedures is critical. In terms of imple-
menting a new absence strategy, the advice given by Huczynski and Fitzpatrick
(1989) still holds good. The ALIEDIM process they suggest comprises the following
stages:
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Assess the absence problem

Locate the absence problem

Identify and prioritise absence causes

Evaluate the current absence control methods

Design the absence control programme

Implement the absence control programme

Monitor the effectiveness of the absence control programme

The mix of policies and methods chosen will be specific to the needs of the
individual organisation, and case 15.2 on the website explains the mix chosen by
Newry and Mourne Police Unit in Ireland. Below are some of the most frequently
used approaches to managing absence. Some are most appropriate for short-

term absence, and some better suited to long-term absence, others meet the needs
of both.

Accurate records

Managing absence is almost impossible without an accurate picture of current
absence levels and patterns in terms of the identification of areas of high absence
and the most common reasons for absence in the organisation. The CIPD (2003)
found that aggregate information about sickness absence rates was collected by
84 per cent of survey respondents, but such data collection was carried out more
often in the public sector and manufacturing industry than in the rest of the pri-
vate sector. Prior to its review of absence Carlsberg-Tetley (IDS 2001) did not have
an accurate picture of sickness absence. Although some records were kept, absence
was inconsistently measured and recorded, so there was no reliable information
about level of absence and patterns. This was their first task in tackling absence.
They decided to adopt the ‘Bradford factor’ method for scoring absence where both
frequency of absence spells and absence duration are used but with the weight being
given to the former. The Bradford factor formula, devised by Bradford University, is
shown in Figure 15.2.

Absence reports are frequently produced by HR and sent to line managers — and
such reports will often include details of employees where trigger points have been
hit and where intervention is required by the line manager. However, Dunn and
Wilkinson (2002) found that the attention line managers gave to these reports
varied, and some managers never even looked at the reports, because they did not
agree that this was the best way to manage staff. As one manager commented, ‘I
know my staff well enough not to need these reports . . . at the end of the day it all
comes down to good management and knowing your staff’. Some managers argued
that the reports were of little use because the employees they managed often worked
long hours (beyond contract) and came in at weekends. It was felt that to punish
such employees, who were clearly committed to the company, because they had
reached certain absence levels was unreasonable, and would be counter-productive.

Absence score = (spells of absence x spells of absence) x duration of absence

Figure 15.2 The Bradford factor formula for scoring absence (Note: The score is usually calculated
over a year.)
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Absence review and trigger points

In order to focus attention on those with less satisfactory absence records many
organisations identify trigger points in terms of absence spells or length, or Bradford
factor scores which indicate that action is needed when an individual’s absence
record hits the trigger. Such policies for reviewing absence appear to be critical in
absence reduction, and the CIPD (2003) reports that 77 per cent of organisations
reporting a decrease in absence levels put this down to tightened policies for review-
ing absence. The HBOS Window on practice above describes the trigger points
that they use. However, such trigger points may be well known to employees, and
Connex (IDS 2001) found that some employees were able to manipulate the system
and regularly have absence levels just below the trigger point. To overcome this some
organisations have a rolling year, rather than, say, a calendar year or a financial year,
against which absence levels are assessed — on the grounds that it will be much more
difficult for employees to keep track of their absence levels and manipulate the
system. In fact Dunn and Wilkinson (2002) found organisations where the trigger
system was avoided because it was felt that it would encourage employees to take off
time until they were just under the trigger limit.

Some organisations have absence review groups, such as the absence champion
network at HBOS, and the safety, health and absence unit at HM Customs and
Excise (IDS 2001). While the role of these groups varies, they are frequently used to
review all absences and identify those who have hit trigger points which will then
require intervention, such as an absence review meeting with the employee.

Absence targets and benchmarking

Many organisations have absence targets phrased in terms of a reduction on current
absence levels or a lower absence level to attain. However, the CIPD (2003) found
that although 90 per cent of the organisations they surveyed believed that absence
levels could be reduced, only around half of these had set targets for this, and only
around 50 per cent benchmarked their absence levels against other organisations.
An alternative approach, used by some organisations, is to give managers absence
targets for their group, and tie this into their performance review and performance
payments. This is the approach used in Connex (IDS 2001). Such overall and local
targets need to be carefully used, however, so as not to give the impression to
employees that absence is not allowed.

We have noted that some organisations link improvements in absence levels in their
departments to managers’ performance assessments and performance-related pay.

What are the potential advantages of this approach?
What are the potential problems?
How else might managers be encouraged to treat absence levels as a key priority?
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Training and support for line managers

Most organisations recognise that line managers play a key role in making absence
procedures work and in reducing absence levels, and training is usually available
when a new absence system is introduced. Connex (IDS 2001) has introduced a creative
form of training. The company takes managers to an employment tribunal to view
an absence-related case so that managers will understand the consequences of not
dealing fairly and consistently with employees when they have to deal with similar
situations at work. HM Customs and Excise (IDS 2001) uses training videos show-
ing role plays of return to work interviews (see below). These demonstrate that such
a meeting is not about accusation or recrimination. The idea is that managers watch
the video with their team of supervisory staff and then discuss the issues that arise.
However, there is evidence that further training is needed. Both James ez al. (2002)
and Dunn and Wilkinson (2002) found managers who could not understand how
‘sickness’ could be managed, were scared of dealing with the situation and were
embarrassed about asking personal questions about an employee’s state of health.

Absence notification procedures

Many organisations specify that when employees phone in as absent they must
phone themselves, rather than asking another person to phone on their behalf. Many
also specify that the employee must speak to their direct line manager or nominated
representative. This means that such a telephone conversation can be the first stage
of the absence management process. The conversation is welfare based and the inten-
tion is that the manager is able to ask about the nature of the problem and the anti-
cipated date of return to work. Some organisations, such as First Direct (IDS 2001),
make every effort to offer alternative work. For example, a telephone operator who
cannot do telephone work with a sore throat may be able to do other work, and
managers are asked to bear this in mind when employees phone in sick and to try to
encourage the employees to come in, where appropriate, to carry out other tasks.
This telephone conversation is also seen as an important tool in reducing the length
of the absence.

Better understanding of the causes of absence

Analysis of absence data can show the primary causes of absence in any particular
organisation and this may help employers develop absence management methods rel-
evant to the most frequent causes. However, as we have said, the reasons employees
give for absence will be those that the organisation considers legitimate, and further
investigation may be necessary.

Organisations can encourage individuals to be open about the real cause for their
absence, for example a minor illness may be used as an excuse to cover for caring
responsibilities, a stressful working environment or alcohol or drug problems. How-
ever, this is easier said than done. The London Borough of Brent (IRS 2002b) has
decided that the next stage in its efforts to tackle long-term absence is to try to
unpick the causes of such absence. The employer has a feeling that the explanation
may be partly related to issues of stress and the nature and organisation of the work.
Helping employees to feel they can trust the employer sufficiently to admit the real
cause of absence means that absence can then effectively be tackled by providing the
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appropriate form of support. Another key tool is risk assessment, so, for example,
some organisations will assess the risk of back pain or stress and then training can
be provided to meet identified needs.

WINDOW ON PRACTICE

Ongoing contact during absence

Maintaining contact during absence is considered by many organisations as a method
of reducing length of absence, demonstrating to the employee that the organisation
is interested in them, and maintaining employee motivation. In some organisations it
is the line manager who will keep in touch, and in others, such as Walter Holland and
Son (IDS 2001), there are liaison officers who fulfil this role. Contact may be by tele-
phone, and with longer periods of absence may involve home visits. The Employers
Organisation for Local Government (EO) (HSE 2002a) suggests that more effort
should be made to keep in touch with employees after operations, partly to keep them
up to date, but also to see if it is possible for them to come back to work on light duties
or on a part-time basis. In working out its policy of visits, Bracknell Forest Council
(IRS 2002a) pays due attention to the requirements of the Human Rights Act 1998.
The council recommends one visit per month in working hours and considers this is
reasonable in terms of the need to demonstrate ‘respect for private and family life’,
and the wish to avoid putting pressure on employees to return to work too early.

Return to work interviews and formal absence reviews

Return to work interviews are increasingly used as a key part of attendance proced-
ures, and CIPD (2003) reports that these were used by 77 per cent of organisations
in 2003 compared with 57 per cent in 2000. CIPD also reports that these interviews
are regarded as the most effective way of managing short-term absence. For some
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organisations these interviews are mandatory, even following a single day’s absence,
but there is frequently some flexibility about the nature of the interview depending
on the circumstances. In general the purposes of such interviews are identified as to:
welcome the employee back and update them on recent events; check that the
employee is well enough to resume normal duties and whether any further organisa-
tional support is needed; reinforce the fact that the employee has been missed and
that attendance is a high priority in the organisation; and review the employee’s
absence record. Dunn and Wilkinson (2002) found managers in their research who
said that there was not time to concentrate on return to work interviews, as the prac-
ticalities of getting the job done were more critical. They also found a view among
line managers that they were just so glad to get the employee back that they did not
want to ‘rock the boat’. Where formal absence reviews are held these need to be
handled with sensitivity and tact, and care needs to be taken so that the interview
does not become recriminatory or accusatory.

Use of disciplinary procedures

If someone is genuinely ill and unable to work as a result, disciplinary action whether
threatened or real is unlikely to bring about a return to work. It would not be
desirable from the point of view of the employee or the employing organisation were
this to be the case. There are, however, situations in which people who are too ill to
work have to be dismissed. This is never a pleasant task, but it often falls to the HR
manager to carry it out. The key is to make sure that the dismissal is carried out in a
legally sound manner. This issue is covered in greater detail in Chapters 9 and 23, so
it is only necessary here to summarise the main points:

1 Dismissing someone who is unable to work because of ill health is potentially fair
under unfair dismissal law.

2 Itis necessary to warn the individual concerned that they may be dismissed if they
do not return to work and to consult with them ahead of time to establish whether
a return in the foreseeable future is feasible.

3 It is necessary to act on whatever medical advice is available.

4 In larger organisations, except where a person’s job is very specialised or senior,
it is normally considered reasonable to refrain from dismissing a sick employee for
at least six months.

5 In any case no dismissal should occur if the employee falls under the definition of
‘disabled’ as set out in the Disability Discrimination Act 1995. In these cases an
employee should only be dismissed once the employer is wholly satisfied that no
reasonable adjustments could be made to accommodate the needs of the sick
employee so as to allow them to return to work.

Where someone is persistently absent for short periods of time, the course of
action taken will depend on whether or not there is a genuine underlying medical
condition which explains most of the absences. If so, the matter should be handled
in the same way as cases of long-term absence due to ill health outlined above. If not,
then it is feasible for the employer to take a tougher line and to threaten disciplinary
action at an earlier stage. It is quite acceptable in law to dismiss someone whose
absence record is unacceptably high, provided they have been warned ahead of time
and given a fair opportunity to improve their attendance. It is also necessary to treat
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different employees in a consistent fashion. Taking disciplinary action in the form of
issuing a formal warning is therefore credible and likely to be successful.

Absence levels and performance assessments

Some organisations have communicated to employees the message that attendance
levels are a measure of their performance so they are included in annual assessments.
Dunn and Wilkinson (2002) found that in the three retail companies in their case
sample, employees were assessed via a separate rating category on their absence
levels. In addition employees with unacceptable absence levels would not be put for-
ward for transfers or promotion. The Metropolitan Police service considers absence
records as an indication of reliability, although it does not wish to give the message
that absence is not permitted (IDS 2001).

Attendance bonus and rewards

Some organisations pay bonuses direct to employees on the basis of their attendance
records. For example Connex (IDS 2001) will pay a quarterly attendance bonus of
£155 at the end of each 13-week period for full attendance and an additional lump
sum of £515 if an employee has had no sickness absence during a full calendar year.
In addition Connex sends out letters commending employees for improving their
absence record. The company considers that its absence scheme is a success as 80 per
cent of eligible employees now qualify for payments. However, some managers do
not support attendance bonuses as they feel that employees are already paid to turn
up, and they are effectively being paid twice. Connex also found managers who felt
that attendance bonuses were a signal to employees that managers cannot control the
work environment themselves and that they have relinquished all responsibility for
managing absence. On the other hand, Dunn and Wilkinson (2002) found that man-
agers felt attendance bonuses were unfair as they penalised those employees who
were genuinely ill.

ACTIVITY 15.2
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Occupational health support and health promotion

A number of organisations carry out pre-employment screening to identify any
potential health problems at this stage. Others screen employees for general fitness
and for potential job hazards, such as working with radiation, or VDUs. General
screening may involve heart checks, blood tests, eye tests, well-woman/man clinics,
ergonomics and physiotherapy, and discussions about weight and lifestyle, such as
smoking, drinking and fitness levels. The value of such screening is that problems
can be identified at an early stage so that the impact on sickness absence will be
minimised. In some organisations positive encouragement will be given to employees
to follow healthy lifestyles, such as healthy eating, giving up smoking, taking up
exercise routines.

For long-term absence the CIPD (2003) reported that the involvement of occupa-
tional health professionals was seen to be the most effective management tool,
although HSE (2002c¢) shows that only one in seven workers has the benefit of com-
prehensive occupational health support. However, such support does not have to be
in-house and can be purchased: this is the course followed by the London Borough
of Brent (IRS 2002b).

Physiotherapists, counsellors and psychologists are often employed, and the
occupational health role may include remedial fitness training and exercise therapy
for those recovering from an illness. Stress counselling is increasingly being provided
and if this is offered as part of an employee assistance programme can reduce the liab-
ility in stress-related personal injury cases. Also training in stress management may
be offered.

James and his colleagues (2002) found that the role of occupational health was
ambiguous and problematic. Their respondents suggested that while occupational
health worked on behalf of the employer, they tended to see themselves as repres-
enting employee interests. They also found that employees were very sceptical about
visiting occupational health workers as they saw it as the first step in the termination
of their employment.

Changes to work and work organisation

Many employers appear to offer flexible working hours, part-time work and work-
ing from home. Employers also sometimes consider offering light duties or rede-
ployment. However, James and his colleagues (2002) found that operational factors
often limited what was possible. In the three manufacturing organisations they
visited it was not always feasible to offer light duties or make adjustments to the
workplace. They also found that other departments were reluctant to accept some-
one who was being redeployed after sickness, partly because they felt the employee
might have lost the work habit, and also because there might be problems with
pay if the levels of the old and new job differed. They also noted that might be no
budget to pay for adaptations to equipment or purchase further equipment.
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WINDOW ON PRACTICE

Practical support

There are many ways in which the employer can provide practical support to min-
imise sickness absence. Many organisations have experienced frustrations while
employees are on waiting lists for diagnostic procedures and operations. In order to
speed up medical treatment that employees need some organisations are prepared to
pay the medical costs for employees where there is a financial case to do this. Training
in areas such as stress management and time management may help employees min-

imise feelings of stress, and childcare support may simplify childcare arrangements.

SUMMARY PROPOSITIONS

15.1

15.2
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GENERAL DISCUSSION TOPICS

1 ‘If we gave employees longer holidays and more flexibility in the hours that they worked it
would reduce the conflict between personal responsibilities/interests and work respons-
ibilities. This reduction in conflict would reduce unplanned absence from work.” To what
extent do you agree with this statement and why?

2 To what extent do you consider that absence statistics underestimate the extent of absence
in the UK, and why?

3 It could be argued that encouraging employees to engage in exercise and keep fit will
improve their work motivation and sense of well-being, and that this would reduce
absence. To what extent do you agree with this notion?

FURTHER READING

Evans, A. and Walters, M. (2002) From Absence to Attendance. London: CIPD
A thorough text which covers absence measuring and monitoring; understanding the causes
of absence; absence management policies; the disciplinary and legal framework of absence
management; and developing and implementing absence management strategies.

Johns, G. (2001) ‘Contemporary research on absence from work: correlates, causes and con-
sequences’, in I. Robertson and C. Cooper, Personnel Psychology and HRM. Chichester: John
Wiley and Sons Ltd

A useful chapter which provides a wide range of perspectives on understanding the nature of
absence from work. Johns considers process and decision models, the withdrawal model,
demographic models, the medical model, the stress model, social and cultural models, the
conflict model, the deviance model and the economic model. An awareness of such a range of
perspectives is useful as it provides a context against which to understand any one approach
to absence.
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FOCUS ON SKILLS

INTERACTIVE SKILL 3:
APPRAISAL INTERVIEWING

We open with an examination of the performance appraisal
process, with particular reference to the appraisal interview.
We have seen how effective performance may be that of the
organisation as a complete entity, of a team within that
framework or of an individual person. We have also seen the
place of leadership and motivation in producing a situation
where effective performance is likely. Face-to-face appraisal
is crucial within the whole complex process of achieving an
effective focused performance. In conversations with our

colleagues, our bosses and perhaps our customers or clients,

we move forward in our understanding of how we are doing.
Usually it is an erratic sequence of a word here, an observa-
tion there, a complaint, an argument, an explanation of why
something failed or was brilliantly successful. As we build up
our understanding of who we are, where we want to be, what
we want to do and how we can make progress towards
whatever our goals may be, we call up and fit together the
products of dozens of such inputs. There are occasional
landmark conversations, which crystallise our thinking. These
are most likely to be appraisal interviews, and they are land-
marks because of their relative formality, their official nature
and because they are dedicated solely to bringing our personal

performance up to an even higher level than it is already.



Focus on skills

The objectives of this Focus on skills are:
To explain the purpose and nature of the appraisal interview

To suggest a model sequence for conducting appraisal interviews

The novelist, the textbook writer, the popular vocalist, the newspaper editor, the
sculptor or painter, the athlete or the owner of a corner shop all have in common the
fact that their performance is measurable in an absolute way by numbers. When
Madonna releases an album or writes a book for children, she can see the effective-
ness of her performance in the irrefutable logic of the numbers sold. When Paula
Radcliffe runs a race the effectiveness of that performance is measured in the time
taken. The measure of both performances can then be compared with that of com-
petitors. There are no mitigating circumstances. The writer may feel that the pub-
lisher should have done a better job or that the reviewers were incompetent, but that
has no weight compared with the inescapable fact of the numbers. The shop owner
may grumble about local authority planners or about unfair competition from
the local hypermarket, but that explanation will not stop customers from drifting
away.

Most working people do not have that same absolute measure for their own per-
sonal performance, which is all part of a more general, corporate endeavour. Indi-
vidual effectiveness is not measurable by an indicator of customer appreciation, as so
many other members of the corporate body contribute to the effectiveness or in-
effectiveness of any individual’s activity. The inexorable logic of the marketplace or
other external arena has to be replaced by internal measures, mediated by manage-
rial judgement. This is tricky.

Appraising performance is not a precise measurement but a subjective assessment.
It has a long history of being damned for its ineffectiveness at the same time as being
anxiously sought by people wanting to know how they are doing. It is difficult to do,
it is frequently done badly with quite serious results, but on the rare occasions when
it is done well it can be invaluable for the business, and literally life transforming for
the appraisee. It is probably the most demanding and skilful activity for any manager
to undertake and is dreaded by both appraisers and appraisees (Carroll and Schneier
1982; Grint 1993). Recent research about appraising the performance of British
school teachers found that the appraisal itself was often accompanied by long
periods of sickness absence due to stress. To a great extent this centred on the diffi-
culty of appropriate criteria, particularly where

headteachers link capability to personal qualities such as ‘open-minded and prepared
to adapt and take on new skills’ or ‘attitude’ or where generalised descriptions such
as ‘unable to do the job properly’ or ‘not meeting standards’ are offered. Measurement
is also inevitably imprecise when it is subjective, making the judgement difficult to
substantiate and prone to challenge. This leads to the risk that the yardsticks of
acceptable performance chosen are those that can best be justified rather than those
that are most important. (Torrington et al. 2003)
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A selection of comments by those taking CIPD examinations underlines the point:

1 I cannot bring myself to tell people that they are less than brilliant because | would tie
myself up in knots trying to justify it. However well-designed the scheme is it all boils
down to people wanting to know if they are good or better than average. If you don’t
tell them that, they will interpret something you said to mean what they want to hear.
Otherwise they will have you for infringing their human rights or discriminating against
them. (from a large retail grocery company)

2 We have had approximately one new scheme per year over the last six years. These
have ranged from a blank piece of paper to multi-form exercises, complete with tick
boxes and a sentence of near death if they were not complete by a specified date.
(from an international motor manufacturer)

3 Our scheme is not objective and has become a meaningless ritual. It is not a system
of annual appraisal; it is an annual handicap. (from a public corporation)

With reactions like this, it makes the appraisal interview sound even more suspect
than the selection interview, as we saw in the Part II Focus on skills. If it is so difficult
to get right, why does it survive? Why persist with something that was described in
1993 as an idea whose time had gone (Fletcher 1993)?

One might just as well ask why marriage survives despite its extensive failure and
the innumerable personal tragedies it produces. Why do teachers grade students’ work?
Why do we all seek advice? Why do audiences applaud? Why do wives and husbands
seek the views of their spouses on the prospective purchase of a new suit/dress/shirt/
hat? The reason is simple: we all seek approval and confirmation that we are doing
the right thing, and most of us yearn to advise or direct what other people should do.

At work these basic human drives are classified into activities including objective
setting, counselling, coaching or feedback on performance. They all have in common
the feature of one person meeting face to face with another for a discussion focused
on the performance of only one of them. It may initially seem strange that we use the
performance appraisal interview as an example of the problem-solving approach to
interaction, as so much individual performance is not problematic. The point is that
the interactive approach involved is joint in a way that is distinct from enquiry or
exposition, and it is a process of jointly finding out ways in which the performance
might be enhanced.

There are appraisal schemes in all areas of employment. Once installed, schemes
are frequently modified or abandoned, and there is widespread management frustration
about their operation. Despite the problems, the potential advantages of appraisal
are so great that organisations continue to introduce them and appraisal can produce
stunning results. Here is an extract from another set of examination answers:

| have had [an] annual appraisal for three years. Each time it has been a searching
discussion of my objectives and my results. Each interview has set me new challenges
and opened up fresh opportunities. Appraisal has given me a sense of achievement and
purpose that | had never previously experienced in my working life. (from an insurance
company)



Focus on skills

There are two contrasting motivations that drive the appraisal interview: the
motivation of management control and the motivation of self-development. These
produce appraisal systems that show a mixture of both motivations, with the con-
trol approach still being the more common, especially when there is a link with
performance-related pay, but the alternative development emphasis is gaining in
popularity. Describing them as polar opposites helps to illustrate the key elements.
The management control approach starts with an expression of opinion by some-
one ‘up there’, representing the view of controlling, responsible authority, saying:

We must stimulate effective performance and develop potential, set targets to be
achieved, reward above-average achievement and ensure that promotion is based
on sound criteria.

Despite the specious appeal of this most reasonable aspiration, that type of initi-
ative is almost always resisted by people acting collectively, either by representation
through union machinery or through passive resistance and grudging participation.
This is because people whose performance will be appraised construe the message in
a way that is not usually intended by the controlling authorities, like this:

They will put pressure on poor performers so that they improve or leave. They will also
make sure that people do what they’re told and we will all be vulnerable to individual
managerial whim and prejudice, losing a bit more control over our individual destinies.

It is the most natural human reaction to be apprehensive about judgements that
will be made about you by other people, however good their intentions.
This approach is likely to engender:

e Conflictual behaviour and attitudes within the organisation, including resistance
by managers to the amount of administrative work involved in the process.

e Negotiated modifications to schemes. These are ‘concessions’ made to ease the
apprehension of people who feel vulnerable. These frequently make the schemes
ineffective.

e Tight bureaucratic controls to ensure consistency and fairness of reported
judgements.

e Bland, safe statements in the appraisal process.

e Little impact on actual performance, except on that of a minority of self-assured
high achievers at one extreme and disenchanted idlers at the other.

e Reduced openness, trust and initiative.

This approach works best when there are clear and specific targets for people to
reach, within an organisational culture that emphasises competition. There are con-
siderable problems, such as who sets the standards and who makes the judgements.
How are the judgements, by different appraisers of different appraisees, made con-
sistent? Despite its drawbacks, this approach is still potentially useful as a system of
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keeping records and providing a framework for career development that is an
improvement on references and panel interviews. It is most appropriate in bureau-
cratic organisations. The emphasis is on form filling.

The development approach starts with the question in the mind of the individual

job holder:

| am not sure whether | am doing a good job or not. | would like to find ways of doing the
job better, if | can, and | would like to clarify and improve my career prospects.

This question is addressed by job holders to themselves. Not: ‘Am I doing what
you want?’ but:

Where can | find someone to talk through with me my progress, my hopes, my fears?
Who can help me come to terms with my limitations and understand my mistakes?
Where can | find someone with the experience and wisdom to discuss my performance
with me so that | can shape it, building on my strengths to improve the fit between what |
can contribute and what the organisation needs from me?

Those in positions of authority tend to put a slightly different construction on this
approach, which is something like:

This leads to people doing what they want to do rather than what they should be doing.
There is no coordination, no comparison and no satisfactory management control.

This approach to appraisal:

e Develops cooperative behaviour between appraisers and appraisees and encour-
ages people to exercise self-discipline, accepting autonomous responsibility.

e Confronts issues, seeking to resolve problems.
e Does not work well with bureaucratic control.
e Produces searching analysis directly affecting performance.

e Requires high trust, engenders loyalty and stimulates initiative.

This approach works best with people who are professionally self-assured, so that
they can generate constructive criticism in discussion with a peer; or in protégé/
mentor situations, where there is high mutual respect. The emphasis is on interview-
ing, rather than on form filling. Despite the benefits of this approach, there are two
problems: the first is the lack of the systematic reporting that is needed for attempts
at management control of, and information about, the process; the second is the
problem of everyone finding a paragon whom they can trust.

Frances Storr describes an approach to performance appraisal that seeks to take
out almost all the formality; it includes the appraisees choosing their own appraisers
and usually the feedback is face to face, with virtually no form filling:



Focus on skills

its purpose is stated clearly: to improve performance and enable people to learn and
grow. We emphasise that appraisal is as much about celebrating people’s achievements,
as it is about helping them to identify areas in which they can improve. Within that
framework it is up to individuals to decide how they will carry out their own 360 degree
appraisal. In more than 90 per cent of cases, feedback is given face to face, with people
talking to their appraisers as a group. Any written material . . . belongs to the appraisee,
with the result that the appraisal has become a dialogue rather than a survey. (Storr
2000, p. 39)

To what extent can the benefits of both approaches be created in a single scheme?
Who should conduct the appraisal interview?

Appraisal is valueless unless the general experience of it is satisfactory. Appraisees
have to find some value in the appraisal process itself and see tangible outcomes in
follow-up. Appraisers have to find the appraisal process not too arduous and have to
see constructive responses from appraisees. When general experience of appraisal is
satisfactory, it becomes an integral part of managing the organisation and modifies
the management process.

Who does the appraisal?

Individuals are appraised by a variety of people, including their immediate superior,
their superior’s superior, a member of the HR department, themselves, their peers or
their subordinates. Sometimes, assessment centres are used to carry out the appraisal.

There are, however, many problems for those carrying out the appraisal. For
example:

e Prejudice — the appraiser may actually be prejudiced against the appraisee, or be
anxious not to be prejudiced; either could distort the appraiser’s judgement.

o Insufficient knowledge of the appraisee — appraisers often carry out appraisals
because of their position in the hierarchy rather than because they have a good
understanding of what the appraisee is doing.

o The ‘halo effect’ — the general likeability (or the opposite) of an appraisee can
influence the assessment of the work that the appraisee is doing.

e The problem of context — the difficulty of distinguishing the work of appraisees
from the context in which they work, especially when there is an element of com-
parison with other appraisees.

Problems for both the appraiser and the appraisee include:
o The paperwork — documentation soon gets very cumbersome in the attempts

made by scheme designers to ensure consistent reporting.
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Think of jobs where it is difficult to disentangle the performance of the individual from
the context of the work. How would you focus on the individual’s performance in these
situations?

e The formality — although appraisers are likely to try to avoid stiff formality, both
participants in the interview realise that the encounter is relatively formal, with
much hanging on it.

In 1997 the Secretary of State for Education issued guidance to schools and local
education authorities about capability procedures to deal with the problem of school
teachers who did not perform satisfactorily. This degree of formality for dealing with
performance is very rare outside schools and produced major problems. Teachers who
were ‘put on procedure’ found that so humiliating that they rarely improved and usually
spent long periods of absence from school suffering from stress. Throughout the
education system there was a preference for informal arrangements to deal with this
very difficult issue.

Among the other common problems, which often cause appraisal schemes to fail, are:

e Outcomes are ignored — follow-up action for management to take, although
agreed in the interview, fails to take place.

e Everyone is Gust above average’ — most appraisees are looking for reassurance
that all is well, and the easiest way for appraisers to deal with this is by stating or
inferring that the appraiser is doing at least as well as most others, and better than
a good many. It is much harder to deal with the situation of presenting someone
wit