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PREFACE

This book has evolved steadily for over forty years to this eleventh edition. Our objective has always been to track the development of the personnel/HR function and its activities in a way that fits with the changing approaches to the teaching of the subject in universities. There is no doubt that academic research and teaching has an important impact on practice. We see our role as helping the teaching and learning process to assist those working, or aspiring to work, in HR or kindred roles. We hope those who read it will move on to work in a way that contributes to the productivity of the organisation in which they are employed. The British economy has one of the lowest rates of productivity improvement in the western world. HR people believe that improvement can be achieved by making people’s work more satisfying and effective in making a success of their jobs. That personal success must be connected, even if indirectly, to productivity improvement. Without that link between the decent work and overall productivity improvement, the success is shallow and fragile. Our updating of every chapter includes the implications of Brexit, the increasing use of artificial intelligence (AI) in different parts of HR. We have also developed our treatment of small and medium enterprises.

We live and work in Britain and basing a text in a specific context gives it more substance and meaning to its readers. Things that were understood in isolation fit together and acquire new meaning when applied in a specific setting. Nonetheless, we recognise the increasingly global nature of HR activities and our many readers who are working and studying in very different countries, so we try hard to be outward-looking, with international examples and references.

Our structure is of seven distinct parts with thirty-five chapters having a structure of objectives, text, summary propositions, general discussion topics, theory into practice, further reading and references. Bearing in mind that many of our readers as yet lack work experience, we entitle our chapters on skills as ‘Employability skills’, those basic skills that can be to some extent learned and practised away from the workplace. We see advanced skills (in the final chapter) as those often associated with more senior roles, such as chairing meetings or managing consultants, in which experience is an essential element in acquiring skilfulness.

As before there are several design features to assist readers further in using and learning from the text; these include:


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

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

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

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

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

	
• References at the end of chapters aid further exploration of the chapter material, as required. Glossary of topics taken from the text is in the companion website.



Sections of Human Resource Management, 11th edition that match the CIPD Level 5 (Undergraduate)







	CIPD
	Chapters



	Business issues and contexts of Human Resources
	2



	Using information in Human Resources
	5



	Managing and co-ordinating the Human Resources Function
	30



	Resourcing an talent planning
	8–10, 19



	Reward management
	25–28



	Improving organisational performance
	4, 11–13, 15



	Employee engagement
	13, 14, 23, 32



	Contemporary issues in Employee relations
	21–24, 32, 33



	Employment law
	22



	Organisation design and development
	7, 16



	Human resources delivery
	4, 23, 30




This mapping leaves out the vital elements of this book that go above and beyond the CIPD framework, namely:


	
• A full chapter on the HR function and how it has developed into what it is today.

	
• Three chapters on global issues and managing internationally, as well as constant international references throughout the text and in the exercises at end of chapters.

	
• The book has chapters on health and well-being, business ethics, AI, analytics and planning.

	
• There are six chapters on employability skills, designed to enable new recruits in HR to “hit the ground running” in their first week.

	
• Finally there are two completely new chapters: one on the future of work, and the other on HR in small and medium enterprises, one of the main elements of economic growth that is usually ignored in mainstream management literature.
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For those entering the HR profession, this book aims to demonstrate the interconnectedness of the discipline to which we are introducing you and Part 1 puts in place the totality of HRM in six ways. First, in Chapter 1 comes the nature of HRM, a specialism which is everywhere and in everything. Chapter 2 sketches in the background of the global context within which we operate, as what you do in your small corner has to make sense not only in your business but in the local, national and international situation. A closer look at this issue is in Chapter 3, reviewing how HR practice varies across different countries. Chapter 4 deals with strategy, which not only sets the course of the business but also ensures that the strategy is right and how it could be implemented. Implementation requires planning, the story of Chapter 5 is analytics or the application of statistics to many aspects of HR work; to deal with a question or a problem you need some information to know what it is and then you need some data to measure it with. We close, in Chapter 6, with a bundle of basic skills for employability and effectiveness in HR work.

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






CHAPTER 1

THE NATURE OF HUMAN RESOURCE MANAGEMENT

THE OBJECTIVES OF THIS CHAPTER ARE TO:


	
1 Define the term ‘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 Discuss links between HRM activity and business performance
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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 necessary funding, like a bid to stage the Olympic Games, or on identifying a previously unnoticed market niche, like Saga Services. The basis of management is always the same: getting the people of the business to make things happen in a productive way, so that the business prospers and the people thrive.

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

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

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

These developments have led all over the world to the evolution of a more complex human resource management function, charged with overseeing all aspects of managing the relationship between an organisation and its people in a professional and productive manner (Lawler and Boudreau 2015, 2018). The management of people, however, can never be a responsibility shouldered by specialists alone. It is an area of management activity that all managers must share if it is to be carried out effectively and contribute to the achievement of competitive advantage.

In this chapter we introduce HRM by setting out its purpose and showing how the effective management of people helps organisations to achieve their objectives. We go on to examine the historical development of HR work and speculate on how this may evolve further in the future. The final part of the chapter introduces thinking about the extent and nature of the link between HR activities and organisational effectiveness and performance.
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In 2008, twenty-five years after it was first planned, Terminal Five at Heathrow Airport in London finally opened its doors to passengers. The total cost of the building was £4.3 billion. The new terminal was exclusively for the use of British Airways who had been planning for several years to move all its existing operations from the various other terminals at Heathrow into Terminal Five and had gone so far as to contribute £330 million to its flamboyant interior design. The day before the opening an article in the Financial Times reported executives’ concerns that the look of the place would raise expectations too high, but that it was ’beyond imagination to contemplate failure’ (Blitz, 2008). Yet spectacular failure was what followed.

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

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

Matters were not helped by the persistence over a long period of very poor employment relationships at British Airways. Done and Wilman (2008) reported that the failure of the airline to solve this fundamental problem was the real underlying cause of the Terminal Five debacle. An unnamed Heathrow executive said that they had all been expecting an outbreak of ’fuck’em disease’ as the new terminal opened and some staff simply decided ’not to work very hard’. British Airways’ staff were neither committed to the success of the operation nor to their employer. Goodwill was in short supply leading staff to be intransigent and uncooperative when effort, positive enthusiasm and flexibility were what was required.




Defining human resource management

The term ‘human resource management’ (HRM) has been defined in a number of different ways. Until quite recently it was common for commentators to make a distinction between ‘an HRM approach’ to the management of people in organisations and a more traditional approach associated with terms such as ‘personnel administration’ which were less overtly strategic in nature. Nowadays ‘HRM’ is much more frequently and simply used descriptively to refer to the range of different activities that are involved in the management of the relationship an organisation has with its people. These may be employees, but are often skilled people who are hired using a variety of other contractual arrangements to help it meet its objectives. The role of the human resource function is thus best explained by identifying its key purposes. Six objectives form the foundation of HR activity in most contemporary organisations.

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 necessary, disposing of those judged no longer to have a role to play in the organisation. The tighter a key employment market becomes, the harder it is to find and then to hold on to the people an organisation needs in order to compete effectively. In such circumstances increased attention has to be given to developing competitive pay packages, to the provision of valued training and development opportunities and to ensuring that the experience of working in the organisation is, as far as is possible, rewarding and fulfilling. Recent years have seen organisations take a more strategic approach, at least in their rhetoric, towards the meeting of staffing objectives. They are, for example, increasingly seeking to differentiate and position themselves in their labour markets vis-à-vis competitors by engaging in employer branding exercises and by seeking to be recognised as ‘employers of choice’.

Performance objectives

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

Change-management objectives

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

Administration objectives

The fourth type of objective is less directly related to achieving competitive advantage, but is focused on underpinning the achievement of the other forms of objective. In part it is simply carried out in order to facilitate an organisation’s smooth running. 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, meaning that it is done because the business is required by law to comply. Of particular significance is the requirement that payment is administered professionally and lawfully, with itemised monthly pay statements being provided for all employees. There is the need to make arrangements for the deduction of taxation and national insurance, for the payment of pension fund 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 monitoring of health and safety systems and the issuing of contracts to new employees. Accurate record keeping is also central to ensuring compliance with a variety of other legal obligations such as the National Living Wage and the Working Time Regulations. HR professionals often downgrade the significance of effective administration, seeking instead to gain for themselves a more glamorous (and usually more highly paid) role formulating policy and strategy. This is a short-sighted attitude. Achieving excellence (i.e. professionalism and cost effectiveness) in the delivery of the basic administrative tasks is important as an aim in itself because it can provide a source of competitive advantage vis-à-vis other organisations who struggle administratively. Moreover, as Stevens (2005:137) demonstrates, sound administration in HR matters is important to achieve if ‘potential legislative risks’ are to be minimised. It also helps the HR function in an organisation to gain and maintain the credibility and respect that are required in order to influence other managers in the organisation. In this respect it can be persuasively argued that efficient administration is a pre-requisite if the HR function is to make a really significant contribution in the three other areas outlined above.

Reputational objectives

In many organisations, particularly larger companies whose names are synonymous with valuable brands, the need to build and maintain a positive reputation has become a central corporate objective. This need has grown steadily in recent years as the media environment has become increasingly competitive and particularly since the advent of social media which by its nature is very difficult to influence, let alone control. The notion that the HR function should properly be concerned with helping to maintain an organisations wider corporate reputation links up with the ideas both of those who conceive of the HR role as being primarily about effective risk management (see Stevens 2005) and those who take a particular interest in the ethics of HR practices (see Pinnington et al. 2007, Klikauer 2014).

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


	
• avoids damaging, negative media coverage on account of its employment practices,

	
• is not required to defend itself in the employment tribunal,

	
• does not develop an image as a poor employer in its key labour markets,

	
• retains a good relationship with regulatory authorities,

	
• avoids disruptive strikes and other forms of industrial action,

	
• maintains positive relationships with customers and suppliers.



There is a particular need nowadays for managers in private sector organisations to reassure those whose job is to assess the long-term financial viability of the organisation that it is competently managed and is well placed to meet the challenges that lie ahead in both the short and the longer term. This includes fund managers who decide where to invest their clients’ money as well as the financial journalists and advisors who influence them. The ability to attract and retain a strong management team is central to achieving this aspect of organisational effectiveness as is the ability of the organisation to plan for the future by having in place effective succession planning arrangements and robust systems for the development of the skills and knowledge that will be key in the future. Above all, financial markets need to be assured that the organisation is stable and is thus a safe repository for investors’ funds.

The HR function also plays a central role in building an organisation’s reputation as an ethically or socially responsible organisation. This happens in two distinct ways. The first involves fostering an understanding of and commitment to ethical conduct on the part of managers and staff. It is achieved by paying attention to these objectives in recruitment campaigns, in the criteria adopted for the selection of new employees and the promotion of staff, in the methods used to develop people and in performance management processes. The second relates to the manner in which people are managed. A poor ethical reputation can be gained simply because an organisation becomes known for treating its staff poorly. In recent years, well-known retailing and fast-food brands in the UK have suffered because of their use of zero-hours contracts and poor levels of pay, while several large multinationals have had their reputations stained by stories in the media about the conditions under which their employees in developing countries are required to work. 


WINDOW ON PRACTICE [image: ]


In 2015 undercover reporters working for the Guardian newspaper got themselves jobs in a warehouse operated by the retailer Sports Direct, a company whose approach to HRM had attracted negative publicity in the past. The reporters found that a range of seemingly unethical and potentially unlawful employment practices were in use by managers in the warehouse. They recorded instances of employees being ‘fined’ fifteen minutes’ pay when they were just one minute late for work, of unpaid overtime, mandatory searches of staff leaving the warehouse which took some time and were unpaid. This meant that in practice staff at the warehouse were not being paid the National Minimum Wage. They reported that there was a list of 800 sports brands that employees were not permitted to wear, that workers were harangued by tannoy for not working fast enough, and that 80% of them were employed on zero-hours contracts. The company also operated a ‘black mark’ system, sacking people who notched up six such marks in any six-month period. ‘Offences that could lead to the receipt of a black mark included “periods of reported sickness”; “errors”, “time wasting, in the form of excessive toilet breaks or chatting”, “horseplay” and “using a mobile phone in the warehouse”’. Union officials told them that there was a climate of fear in operation in the warehouse that resulted in staff being too frightened to ask for time off even when their children were too sick to attend school. The story was placed on the front page of the Guardian alongside a picture of Sports Direct’s owner, Mike Ashley.

The impact of this story was very substantial. Within days, Sports Direct’s share price fell by 15%, wiping £600 million off the company’s value and it was labelled ‘a scar on British business’ by the Institute of Directors. MPs raised the issue of the company’s conduct in the House of Commons, announcing that Mr Ashley would soon be summoned to answer questions before a Select Committee.

Sports Direct responded quickly to the allegations, giving its warehouse staff a pay rise and promising to investigate the allegations fully. Mike Ashley released a statement saying that it was now his intention to turn his organisation into the best employer on the high street. Time will tell whether or not this is actually achieved. In the meantime the experience of Sports Direct serves as a cautionary tale for other employers, showing what can happen to a corporation’s reputation if it fails to treat its staff properly.

Source: Guardian, December 2015.



Well-being objectives

In the first half of the twentieth century looking after employee welfare was often the major concern of what would now be called HR management, particularly in larger organisations with a paternalistic leadership style. More recently as the function has been keener to stress its strategic credentials, the notion that one of its main functions is to look after employee interests fell out of fashion. HR managers sought to identify much more closely with management objectives and tried to lose their reputation as being part of a function that mediated between management and employees, for example by promoting the interests of an organisation’s staff in the boardroom. There now appears to be something of a reversion to a situation in which organisations are keener again to boast of their well-being policies and practices. Macho-management still undoubtedly exists, but its significance tends to be downplayed and whenever possible denied. At the same time the need to be seen to be an employer which is serious about achieving far greater levels of equality and diversity has become standard.

This shift in direction is occurring in response to profound social change and the altered expectations that people have of business organisations and their proper social role. Professionalism and social responsibility have moved from being ‘nice to have’, fringe activities to ones which are necessary if an organisation is to ensure that it retains public respect. Some of the change has been led by government, for example in requiring all larger organisations to publish information about the gap between the amount they pay their male and female staff. It has also arisen as result of shifts in public attitudes towards, for example, a much greater concern for mental health and the ‘me too’ movement of 2017 and 2018 heralding the establishment a de facto zero-tolerance towards sexist behaviour on the part of men who hold positions of power and influence in society. It was striking, for example, in 2018 to observe MPs in the UK calling for the establishment of a proper HR function in the Palace of Westminster, not to help achieve any organisational objectives at all, but in order that staff would have somewhere to go to raise concerns about their treatment at work. In the UK we also see evidence of change in the stress the Chartered Institute of Personnel and Development (CIPD) now places on ‘improving working lives’ in its objectives for the HRM profession.



[image: ] ACTIVITY 1.1

Each of these six 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?



The evolution of modern HRM

Most large organisations have established a specialist HR function which is tasked with the efficient and effective management of the relationship that the organisation has with its employees. There is nothing at all new about the existence of such a function, managers specialising in people management having been employed at senior levels in organisations for over a century. Over time the nature of the role has evolved very significantly as have the labels that have conventionally been given to such managers, and the process of steady evolution continues today. However, this process has never totally seen the abandonment of earlier concerns. Instead as time goes by and new issues have come to the fore, the HR function has tended to add further layers to its activities. Significant legacies from each stage in the evolution of modern HRM have remained in the function’s bloodstream and hence retain some significance. While the pace of development has varied considerably from country to country, largely because HR activity has evolved from different starting points in different places, the broad direction of travel has been fairly similar across the world (Kaufman 2014).

Theme 1: social justice

The origins of HRM lie in the nineteenth century, with the work of social reformers such as Lord Shaftesbury and Robert Owen. Their criticisms 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 organisational distance between decision makers and those putting decisions into practice remains a source of alienation from work.

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 subsidised 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 attention 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-à-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 organisation 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 nationalised 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).

Theme 4: organisation

The late 1960s saw a switch in focus among personnel specialists, away from dealing 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 HR 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 developed techniques of manpower or workforce planning. This is basically a quantitative activity, boosted by the advent of information technology, which involves forecasting an organisation’s likely future skills needs and taking steps to ensure that they are met in practice.


Theme 5: human resource management

The term ‘human resources’ was commonly used by social scientists in contrast to ‘natural resources’ for much of the twentieth century (see Ginzberg 1958), and a journal called Human Resource Management was launched at Michigan University in 1961. But the term HRM only came to be used commonly in organisations in the 1980s when courses with that name began to be offered as part of MBA programmes at leading American business schools. Before long ‘HRM’ replaced ‘personnel management’ and is now almost universally used in organisations across the world. The change of label coincided with the decline of trade union influence in many organisations and, consequently, with the seizing by managers of the opportunities that this decline gave them. Previously, across most industrialised countries industry-level collective bargaining systems had prevailed through which terms and conditions of employment were negotiated by trade unions and employer’s associations on behalf of almost everyone in the country who worked in that industry. As a result pay, along with many other rules and management policies, were the same throughout a whole industry in each country, meaning that these were not issues about which local managers could make decisions. With the decentralisation of bargaining and the rise in many industries of non-union firms, managers in the private sector found themselves free and able to develop their own, local policies and practices. Some chose to adopt a macho approach, particularly during recessionary periods when employees were in no position to resist the introduction of efficiency and cost-saving measures, leaner organisational structures and downsized workplaces. Others sought to enhance their profitability and competitiveness by seeking to gain employee commitment and by investing in their people. Either way it was not long before organisations began to take an explicitly strategic approach to the management of human resources, setting objectives and seeking in a more proactive way to achieve these. As time went by the same kind of approaches were increasingly used in the public sector too, so that by the turn of the millennium it was the norm for organisations to employ human resource managers, officers and assistants whose aim was to add value by carrying out the four areas of activity we set out above in as efficient and effective manner as possible. The objective, quite explicitly, was to make a major contribution to the achievement and maintenance of competitive advantage.

Theme 6: A ‘new HR’?

Some commentators argue that little of substance has changed in the way that HRM has been organised and carried out over the past twenty years in most organisations (Lawler and Boudreau 2018). Others, however, argue that we are now witnessing the beginning of a sixth stage in the evolution of personnel / HR work. While there is by no means a clear consensus about this point of view, it is notable that leading thinkers have identified a group of trends which they believe to be sufficiently dissimilar, as a bundle, from established practices to justify, at the very least, a distinct title. Bach (2005: 28–29), for example, used the term ‘the new HR’ to describe ‘a different trajectory’ which he believed was beginning to become discernible. Others have started using the term HR 2.0, likening recent developments to a new and improved edition of a software package. A number of themes are identified including a more global perspective, a tendency for issues relating to legal compliance to move up the HR management agenda and the rise of multi-employer networks which Bach calls ‘permeable organizations’. Here, instead of employees having a single, readily defined employer, there may be a number of different employers, or at least more than one organisation which exercises a degree of authority over their work. Examples are found in public–private partnerships, joint ventures, franchises, situations where work is outsourced by one organisation to another, in the employment of agency workers and where strong supply chains are established consisting of smaller organisations which are wholly or very heavily reliant on the custom of a single large client corporation.

Another apparently new trajectory can be summarised as an approach to the employment relationship which views employees and potential employees very much as individuals or at least small groups rather than as a single group and which seeks to engage them emotionally. It is associated with a move away from an expectation that staff will demonstrate commitment to a set of corporate values which are determined by senior management and towards a philosophy which is far more customer-focused. Customers are defined explicitly as the ultimate employers and staff are empowered to act in such a way as to meet their requirements. This involves encouraging employees to empathise with customers, recruiting, selecting and appraising them according to their capacity to do so. In turn, and this is what seems to make ‘the new HR’ different from established HRM, managers are starting to refer to the staff and line managers who they ‘serve’ as their ‘internal customers’, a client group which they aim to satisfy and which they survey regularly as a means of establishing how far this aim is in fact being achieved. Another term that is becoming very much more commonly used in HR is ‘strategic business partner’. The image conjured up here is of the HR manager as internal consultant, assisting clients in the achievement of their objectives and expecting to be judged on results.

The practice of viewing staff as internal customers goes further still in some organisations with the use of HR practices that borrow explicitly from the toolkit of marketing specialists (see Edwards and Bach 2013). We see this in the widespread interest in employer branding exercises (see (Chapter 8) where an organisation markets itself in quite sophisticated ways, not to customers and potential customers, but to employees and potential employees.

Gratton (2004) shows how highly successful companies such as Tesco go further still in categorising job applicants and existing staff into distinct categories which summarise their principal aspirations as far as their work is concerned in much the same way that organisations seek to identify distinct market segments to use when developing, designing, packaging and marketing products and services. Such approaches aim to provide an ‘employee value proposition’ which it is hoped will attract the right candidates, allow the appointment of highly effective performers, motivate them to provide excellent levels of service and subsequently retain them for a longer period of time.

Lepak and Snell (2007) also note a move in HR away from ‘the management of jobs’ and towards ‘the management of people’, which includes the development of employment strategies that differ for different groups of employees. Importantly this approach recognises the capacity that most people have to become emotionally engaged in their work, with their customers, with their colleagues and hence (if to a lesser extent) with their organisations. The employment relationship is not just a transactional one in which money is earned in exchange for carrying out a set of duties competently, but is also a relational one which involves emotional attachments. The ‘new HR’ understands this and seeks to manage people accordingly.

Cardy et al. (2007) are also keen to advocate the repositioning of the HR function as one which is focused on providing services to ‘internal customers’ who the aim is to satisfy. Like Gratton they argue in favour of a degree of segmentation. They also take the concept of ‘customer equity’ long used by marketing analysts and apply it to the employment relationship, developing the notion of ‘employee equity’. The argument they advance is complex, but at base they advocate thinking about employment from the perspective of the employee and to take steps which serve to:


	
• increase the value employees perceive that they derive from the relationship (value equity);

	
• improve the reputation of the organisation as an employer (brand equity);

	
• establish and maintain high levels of loyalty with employees (retention equity).



Saunders and Hunter (2009) adopt the same philosophy, but focus on the practicalities of transforming a traditionally focused HR function into one which sees managers and employees at all levels as customers who the function needs to satisfy if it is to achieve its wider, longer-term objectives.

What we appear to be seeing here is a re-positioning of HR thinking and activity. The aim is the same, namely to help the organisation achieve its objectives, but the means are different. Instead of simply devising and then operationalising HR strategies and policies which suit the short-term, current, financial needs of the organisation, there is an increased recognition that this cannot be done successfully over the longer term without the active engagement and support of people. In a world where many are employed because of their knowledge, in which skills that employers seek are often scarce and in which employees enjoy substantial protection from the law, there are major limits imposed on the extent of management’s freedom to manage people at will. The most successful organisations are thus those which are best able to recruit good people, retain them and motivate them. This means looking after their interests and involving them as far as is possible in decision-making – often using technologies that enable collaborative decision making. Hence we see the evolution of thinking based around internal customers, collaboration, partnership and employee engagement which are characteristic of the new HR trajectory.
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Lynda Gratton (2004) reported that Tesco use the following five ‘identities’ to categorise their staff. The way that they are managed and the reward packages that are available to them can thus be tailored so as to be more appropriate to the needs and aspirations of each individual:


	• work–life balancers;

	• want it all;

	• pleasure seekers;

	• live to work;

	• work to live.



Which of these categories best describes you as far as your present employment is concerned? What about friends and members of your family? Choose any two of the categories and think about in what ways it would make sense to manage people in each group differently from one another.




HRM and the achievement of organisational effectiveness

As Storey et al. (2009: 4) point out, unless HR activity can be shown to add value to an organisation, there would be no point in devoting time and resources to it except insofar as is necessary ‘to comply with prevailing employment laws or to meet minimum operational requirements in hiring, firing, labour deployment and the like’.

So for the past two decades the theme which has dominated the HR research agenda has been the study of links between HR practices and organisational effectiveness.

Two main types of research have been carried out extensively in this field:


	
1The first involves establishing correlations between superior business performance as measured against a range of indicators and the presence of HR practices in thousands of organisations. Major examples of this kind of research are the studies carried out by Mark Huselid (1995) in the USA and by David Guest and his colleagues (2003) in the UK.

	
2The second involves seeking to establish through interviews in successful case study organisations what factors have contributed to their growth, profitability, quality of service, etc. This type of work has been carried out by researchers such as Jeffery Pfeffer (1994, 1998) in the USA and by John Purcell and colleagues in the UK (2003).



Both streams of research have produced strong, if by no means inconclusive, evidence to suggest that organisations which adopt appropriate, sophisticated, ‘good-practice’ HR practices are more likely to meet their business objectives over the long-term than those which do not. What these business objectives are varies from organisation to organisation and industry to industry. For major private-sector corporations the aim is to gain and maintain sustained competitive advantage. For smaller organisations in the private and voluntary sectors growth or survival are key objectives. In the public sector organisational effectiveness and meeting government targets are the key objectives defined in terms of meeting a service need as cost-efficiently as possible and to the highest achievable standard of quality. In all these situations good HR management can be shown to correlate with the achievement of core business objectives, particularly when skills are in relatively short supply or where the potential contribution made by individual employees to the success of an organisation is substantial.

What is less clear is exactly through what processes HR makes this contribution. There are a number of possibilities, none of which are mutually exclusive:


	
• Good management and the establishment of a positive employment relations climate means that an organisation is better able than its competitors to recruit, retain and motivate staff. Superior performance results because the best performers want to work for the organisation, because they are motivated to work hard and demonstrate commitment once employed, and because there is less resistance to change and a greater capacity to seize opportunities when they arise.

	
• Effective HRM alongside good management of other functions allows an organisation to develop and maintain a strong and positive corporate reputation. This enables it to raise money with relative ease when it is needed and also helps to ensure that managers of investment funds and financial advisors see it or its shares as a desirable place to put their clients’ money. The maintenance of a positive reputation in the media is also an important objective as this helps to maintain and grow the customer base. A reputation for ethical management is increasingly important in this context.

	
• There is a big difference between the rhetoric of HRM, which is positive and people centred, and the experienced reality in many organisations. In the real world HRM is focused on reducing labour costs and extracting greater value for organisations from their human resources. This leads to the intensification of work and more efficient operations, and it is these which account for the apparent link between HRM and measures of corporate financial performance.

	
• The relationship between HR and business performance is in fact the other way around. The presence of a correlation does not mean that there is any causal relationship. Any HR contribution to the maintenance of superior business performance is limited. Having gained its competitive advantage, an employer has the resources to develop good HR practices.



Fleetwood and Hesketh (2010) rightly warn against uncritical acceptance of the findings of studies that link HR practices to business outcomes. Ultimately, they point out, it is the people who work in organisations who are generally responsible for the achievement of sustained superior business performance. At best all HR practices and policies can do is play ‘an enabling role’ in this process and in many organisations there is little evidence to suggest that the average employee’s commitment or level of engagement is linked particularly closely to the formal ‘architecture’ of HRM.

Purcell et al. (2003) and in subsequent publications also stress the inadequacy of thinking that assumes having in place a range of ‘good practice’ HR policies and practices will lead inexorably to the achievement of sustained, superior business performance. Their research strongly suggests that this can help, but they argue that what really makes the difference in practice are sufficient numbers of line managers who are both willing and able to give life and meaning to the policies and practices. These are the people with whom employees interact on a day to day basis, and unless they buy in to the ideas that underpin progressive HRM and manage their teams accordingly, the chances that well-chosen HR policies will have any serious impact on organisational performance are very limited. Purcell et al. (2003) point out that poor implementation of policies and practices by line managers who have not bought into them is often worse for the organisation than not having any policies at all.

The central importance of the mediating role played by line managers in the delivery of HRM was further stressed by Purcell and Hutchinson (2007) in their identification of a ‘people management-performance causal chain’ and by Nishii and Wright (2008) in their ‘process model of HRM’ (see Den Hartog and Boon 2013). Both argue that an important distinction must be made between ‘intended HR practices’, how these are actually perceived by employees and what impact they actually have in practice. Without effective communication and, crucially, the active support of line managers in implementing the policies, there is little chance that the desired outcomes will ever materialise. It follows that all managers in an organisation must take a good deal of responsibility for the delivery of HRM practices if they are to add value in any meaningful way.

Increasingly others play a role too as HRM in organisations is less and less shaped by generalist HR managers alone. In larger organisations there is scope to employ people to specialise in particular areas of HRM. Some, for example, employ employee relations specialists to look after the collective relationship between management and employees and to provide advice about legal developments. Further common areas of specialisation are training and development, recruitment, reward management and health and safety. In all these areas there is an increasing tendency for the term ‘consultant’ to be used instead of ‘officer’ or ‘manager’, indicating a shift towards a situation in which line managers determine the services they want rather than these being prescribed by a central HR function. Indeed, it is not at all uncommon nowadays, for these aspects of HR work to be undertaken on behalf of organisations by subcontractors or independent consultants rather than by directly employed HR officers.

While responsibility for making sure that HRM really does add value for an organisation rests with all managers, it typically remains the role of HR managers with a generalist remit to shape the policies and practices that are ultimately implemented. Subsequently, their job is not merely to enable, but also actively to promote the effective implementation of these practices. It may be an enabling role, but it is nonetheless a crucial one. And on the question of which types of approaches are most likely to underpin superior business performance, the research that has been carried out over the last twenty years is fairly conclusive. The need, quite simply, is for organisations to achieve the core HR objectives described above more effectively than their competitors are able to. When this is achieved the result tends to be high levels of trust, a strong sense of shared purpose and an enhanced capacity for recruiting, retaining, motivating and engaging an excellent workforce that is both willing and able to adapt to changed circumstances when necessary. Purcell et al. (2003), like other researchers stress the role that a bundle of progressive HR practices can play in bringing about these outcomes (Figure 1.1):


	
• giving people career development opportunities;

	
• giving people influence over their own area of work;

	
• making jobs challenging and interesting;

	
• providing good training;

	
• appraising people regularly on their individual performance;

	
• teamworking;

	
• involving employees in decision making;

	
• providing a good work–life balance;

	
• employing line managers ‘who are good at leadership and who show respect’.
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Figure 1.1 HRM roles and objectives

A further potential contribution made by the HR function involves recognising the significance of the organisation’s people as an effective barrier preventing would-be rivals from expanding their markets into territory that your organisation holds. The term human capital is more and more used in this context to signify that the combined knowledge and experience of an organisation’s staff are a highly significant source of competitive advantage largely because they are difficult for competitors to replicate easily. Attracting, engaging, rewarding, developing and retaining people effectively is thus vital. Failing to do so enables accumulated human capital to leak away into the hands of competitors, reducing the effectiveness of commercial defences and making it harder to maintain competitive advantage.



[image: ] SUMMARY PROPOSITIONS


	
1.1. It is possible to identify two distinct definitions of the term ‘human resource management’. The first describes a body of management activities, while the second signifies a particular approach to carrying out those activities.

	
1.2. Human resource managers are concerned with meeting six distinct sets of organisational objectives: staffing, performance, change management, administration, reputational and welfare / fairness objectives.

	
1.3. HRM activities are carried out in various ways through various forms of organisational structure. In some larger organisations HR generalists work alongside specialists in particular HR disciplines.

	
1.4. Human resource management can be characterised as one of the more recent in a series of incarnations that personnel practitioners have developed since the origins of the profession over 100 years ago.

	
1.5. The HRM function contributes to the achievement of different dimensions of organisational effectiveness. Prominent are the gaining and maintaining of competitive advantage, the fostering of a positive standing in financial markets and the development of a reputation for corporate social responsibility.
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1. What are the major advantages and disadvantages associated with HR managers seeing employees as ‘internal customers’ who need to be satisfied?

	
2. How far do you agree with the view that an HR function which achieves administrative excellence adds value to an organisation just as much as one which focuses on improving its employees’ performance?

	
3. To what extent is your organisation successful in translating its ‘intended HR outcomes’ into ‘actual HR outcomes’? What could it do to make it more successful?
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The following is an opinion piece by the business writer Bernard Marr. In it the author puts a case against typical HRM departments.

Why we no longer need HR departments

The time has come for HR (Human Resources) departments to call it a day. HR departments often portray themselves as a valued business partner for management and staff alike. However, how can anyone take a department seriously that refers to people as ‘resources’?

Nothing matters more to companies than the people who work there. Companies are nothing without the right people! And I am sure that not one, single individual wants to be referred to as a ‘human resource’.

So, the first point I want to make is that the name is wrong: very wrong. It signals to everyone that this department manages ‘human resources’ in a top-down fashion, i.e. managing humans in a similar way to other resources such as finance, property or machines. If departments can’t see that this is sending out the wrong messages, then they don’t deserve to be there anyway.

Another issue is that HR departments are trying to serve two masters – which, in most cases, is not very successful. On the one hand, they are there to provide support for the employees and, on the other hand, they are there for the company and the senior management to help manage (and monitor, discipline, appraise, etc.) employees. This conflict of interest can cause friction and in many instances HR departments swing to the ‘support the company’ side, rather than the ‘support the employees’ side.

There is more. We can argue about whether the name is right or wrong, or whether the focus should be on the company or on the employees, but what really matters is whether HR delivers value. I have recently seen a number of companies that shut their HR departments down completely; outsourced the function or reduced it to a minimum. The reason they have done it, and not suffered any significant throw-back, is because HR wasn’t delivering any real value. Most of their time was taken up with bureaucratic and administrative tasks or legal issues. If HR doesn’t deliver some unique benefits then outsourcing it makes a lot of business sense.

Other companies, however, have invested in the ‘people function’. They realise that they need people who ensure that the company finds, recruits, retains and develops its people. So here is what I recommend:


	
1 Don’t call it HR!

	
2 Put two teams in place: a ‘people analytics’ team and a ‘people support’ team.


	
3 The role of the people support team is, as the title suggests, supporting all employees in the organization – from the front line to the senior leadership team. The tasks of this team include: helping employees with their development; ensuring staff engagement; identifying issues with morale and culture and generally looking after the well-being of the people in the business.
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